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Professionalism Failures

© <David Minty, Consulting Actuary, Finity Consulting>

This presentation has been prepared for the 2023 International Congress of Actuaries.
The Actuaries Institute Australia Council wishes it to be understood that opinions put forward herein are not necessarily those
of the Institute and the Council is not responsible for those opinions.
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Institute of Actuaries of Australia

ADVERTISEMENT FOR INSERTION IN THE AUSTALIAN FINACIAL
REVIEW
29 JANUARY 2007

On 2 November 2006 a Professional Conduct Tribunal of the Institute of Actuaries of
Australia, acting under the Institute’s Disciplinary Scheme as part of its Constitution,
delivered its decision in relation to a complaint against Mr David Julian Minty (the
Respondent), initiated as a result of the report of the NSW Special Commission of
Inquiry into Medical Research and Compensation Foundation (MRCF). The Tribunal
determined that the Respondent, an actuary engaged by James Hardie Industries Limited
(JHIL), had committed two breaches of the Institute’s Code of Conduct alleged in the
Complaint, namely:

(1) allowing the distribution of his February 2001 report to third parties, namely the
directors of MRCF, as that report did not state the significant implications of the
advice, as the advice was presented in a misleading way and as constraints on the
actuary’s independence were not disclosed — contrary to Section 15 of the Code of
Conduct; and

2) failing to advise his client, JHIL, or the directors of MRCF, that they had
proceeded on a serious misunderstanding of the nature, purpose and completeness
of his work and thereby failing to act in accordance with the principles espoused
in Section 1 of the Code of Conduct in that he failed to fulfill his obligation to the
public interest to provide high quality actuarial advice and service.

Having considered all the circumstances and the submissions made in relation to penalty,
the Tribunal unanimously determined that the Respondent be reprimanded for his
Actionable Conduct, as defined under the Disciplinary Scheme, in relation to those two
breaches of the Code of Conduct.

This notice is issued by order of the Council of the Institute of Actuaries of Australia
made on 22 January 2007.
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What caused my failure?
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What could have helped?
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Find a media release
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Receive news alerts

Wednesday 1 March 2023 Q

23-045MR ASIC sues TerraCom
Limited, its managing director, chief
commercial officer, former Chair and a
former director

ASIC has commenced civil penalty proceedings in the Federal Court:
against TerraCom Limited, its managing director Daniel McCarthy, chief
gommercial officer Nathan Boom, former Chair Wallace King and former
director and Deputy Chair Craig Ransley.

TerraCom is a coal producer in Queensland.

The case concems the conduct of TerraCom and its directors and
officers following whistleblower allegations made by a former employee
that TerraCom had been involved in the falsification of coal quality
resuits.

ASIC Deputy Chair Sarah Court said, "This is a significant case because
it is the first time ASIC has taken action for alleged breaches of the
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‘Independence’, ethical distancing and blaming the system

The ‘Not our
problem’
problem

OR
Resolving the
excuse of

Ethical
Distancing

© 2019 Deloitte Touche Tohmatsu. All rights reserved.

"~ For too long we

have satisfied
ourselves with a
view that ethical
issues sit in the
distribution of
products, rather
than their

\ manufacture /

Ethical
Principle

Freedom of
Choice and
unlimited
access to
Products

\
)

ownership is
an inalienable

\rig ht

Regulatory
insertion




The of professional obligation in the Product value chain

[Professionol obligations(ethical challenge) in product design are all along the choin]

Ethical
decision

point

Eﬂﬂcé?‘\\

challenge:
Why do our
customers

need this
roduct?

* Who are our
customers?

* What are their
social / cultural /
economic
vulnerabilities?

* What products
do they need?

e for self
determination

« for economic
participation

« for maximising
their opportunity

© 2019 Deloitte Touche Tohmatsu. All rights reserved.
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Regulatory spectrum

The Regulatory Spectrum is influenced by numerous factors (community expectations, appetite & capacity, heightened public attentions and current
system limitations.

No regulation Self-regulation Co-regulation Statutory regulation

There are no explicit controls Regulations are specified, Principles-based regulation Regulations are specified,

on an organisation. administered and as a form of self-regulation, administered and enforced
enforced by the regulated where the government by the State.
organisations. identifies the principles but

the industry regulates the
detail, may begin at this
point.

Regulations are specified,
administered and enforced
by a combination of the
State and the regulated
organisations.

Functional-regulation reliance
Meta-regulation reliance

Source: Bartle & Vass, Self-regulation and the regulatory state: A survey of policy and practice, Research Report 17, University of Bath, Centre for the study
of Regulated Industries, October 2005.
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Deloitte.

The ethical advantage:
the economic and social
benefits of ethics to Australia
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2020
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Just how ethical is Australia?

56%

Proportion of Australians who
think most people can be trusted

12/18

Average assessment of the
degree to which others make
agreements honestly, keep
their word or succeed by not

stepping on other people

+37

The Governance Institute rates
Australia +37 on a scale of -100
to 100. The health care sector is
seen as the most ethical.




Individuals
By improving their mental health and wages.

A 10% improvements in ethical behaviour is associated with a
1% improvement in mental health and a 2.7% increase in wages.

Businesses

Improving a business’ ethical reputation can improve its relationships with
customers and suppliers and can lead to a 7% increase in return on assets.

The economy

Improving trust and social capital allows for the smoother functioning of
markets and reduces the cost of regulation and compliance.



The bottom line

RQ Lifting Australia’s trust levels to that of the global leaders would increase GDP by:
G S

$ 45 billion



How do we build a more ethical Australia?




Systems Thinking (relationality/complexity) approach will likely get us further
than a structural/componentry approach - but are we ready for it?

Figure 3.1: The economic and social impacts of ethical behaviour and infrastructure

A &

Individual Business

Ethics & ethical
infrastructure

© 2019 Deloitte Touche Tohmatsu. All rights reserved.
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