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 Hong Kong Annual Public Disclosure Report 
 

This Annual Public Disclosure Report is published in accordance with Provisions 68 and 71 of the Code of 

Conduct for Persons Providing Credit Rating Services, as published by the Securities and Futures Commission 

pursuant to section 169 of the Securities and Futures Ordinance (Chapter 571). It provides information on the 

operations of Fitch (Hong Kong) Limited for the fiscal year ending December 2013.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 



 

 
 

                                                                                                                                                                                                                                                                                                
Hong Kong Annual Public Disclosure Report  April 2014 

 
2 

 

Table of Contents 

 

1. Code of Conduct .............................................................................................................................................................. 3 

2. Internal Control Mechanisms Ensuring the Quality of Credit Rating Activities ................................................................ 4 

3. Record Keeping Policy .................................................................................................................................................... 9 

4. Management and Rating Analyst Rotation Policy ......................................................................................................... 10 

 



 

 
 

                                                                                                                                                                                                                                                                                                
Hong Kong Annual Public Disclosure Report  April 2014 

 
3 

 

 

1. Code of Conduct 

 

Fitch supports the high-level principles outlined by IOSCO in its Statement of Principles Regarding the Activities 

of Credit Rating Agencies, together with the more expansive IOSCO Code of Conduct Fundamentals for Credit 

Rating Agencies. 

The Fitch Ratings Code of Conduct applies to all of Fitch’s global credit rating agencies including Fitch (Hong 

Kong) Limited.  It is designed to track, and be consistent with, the IOSCO Code of Conduct Fundamentals for 

Credit Rating Agencies (“IOSCO”). Where the Hong Kong Code of Conduct for Persons Providing Credit Rating 

Services (“CCPPCRS”) differs from IOSCO, Fitch has incorporated the additional provisions found in the 

CCPPCRS into global policies, procedures and/or practices that supplement the Fitch Ratings Code of Conduct.  

These policies, practices and procedures taken together with the Fitch Ratings Code of Conduct, fully implement 

the Hong Kong CCPPCRS. 
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2. Internal Control Mechanisms Ensuring the Quality of Credit Rating Activities 

 

I. Introduction  
 

This document describes the internal control activities and tools of Fitch Ratings, Inc. (FRI), and each of FRI’s 

subsidiaries that issue ratings under the trade name of Fitch Ratings, including Fitch Ratings (Thailand) Ltd and 

Fitch Ratings Lanka Ltd (together, “Fitch”). The Boards of both FRI and Fitch Ratings Limited (FRL), which are the 

senior-most credit rating agencies within Fitch Group, Inc. (Fitch Group), each operate according to a governance 

charter and supporting board procedures. The board-level reviews set forth with the relevant procedures are 

conducted by the aforementioned boards on behalf of the entire FRI group of companies that operate using the 

Fitch Ratings name. Where necessary, in accordance with applicable local law supplemental reviews are conducted 

by the board of the relevant Fitch subsidiary.  

 

II. Policy Framework  

 
All Fitch policies and procedures, and any subsequent amendments to such policies and procedures, are designed 

to be consistent with Fitch’s Code of Conduct, which incorporates the global best practices outlined in the IOSCO 

Code of Conduct Fundamentals for Credit Rating Agencies, and to comply with the regulations issued by the 

various governmental entities worldwide that regulate Fitch.  

During the policy formulation stage, input is gathered from all relevant constituents within Fitch including, where 

appropriate, the senior management of the Analytical Rating Groups, the Credit Policy Group (CPG), the Legal 

Group, the Global Operations Management Group (GOM) and the Global Compliance Group (GCG). Once the 

proposals are finalised, they are subject to review and approval or amendment in accordance with Fitch’s written 

procedures. Fitch’s policies pertaining to the Code of Ethics are also subject to review and approval by the FRI and 

FRL boards.  

The objectives that the Internal Control Framework is intended to serve include adherence to the following policies 

and procedures:  

• Fitch’s Code of Ethics, which includes the Code of Conduct and policies addressing the management of conflicts 

of interest.  

• Internal ratings process manuals, which provide detailed instruction regarding the ratings creation process.  

• Criteria management policies, which govern the development, application and testing of Fitch’s analytical criteria.  

• Policies setting forth the obligations and operations of CPG.  

 



 

 
 

                                                                                                                                                                                                                                                                                                
Hong Kong Annual Public Disclosure Report  April 2014 

 
5 

 

III. Levels of Control  

 
Control is exercised by the following bodies:  

• Directly by the supervisors within the analytical groups, supported by GOM and the applications that facilitate the 

ratings process and dissemination of ratings.  

• CPG led by the Chief Credit Officer.  

• GCG. 

• Executive Management.  

• Board of Directors of FRI and FRL.  

 

Fitch’s core control functions – GCG, GOM and CPG – are operated at a regional, rather than local, level with staff 

based in Fitch’s New York and London offices providing support and oversight to all of the offices within the FRI 

organizational structure. In addition, GCG has a Compliance Officer in Moscow supporting Fitch Ratings CIS Limited 

and a Compliance Officer for Brazil and Mexico located in Brazil and supporting Fitch’s Latin American subsidiaries. 

CPG has a Regional Credit Officer, residing in Hong Kong to support the Asia/Pacific region.  

 
IV. The Analytical Groups and Global Operations Management  

 
The overall responsibility to ensure that Fitch’s policies and procedures are followed rests with the senior managers 

of the individual groups within Fitch (Global Group Heads of the analytical groups and Regional Group Heads at a 

geographical/jurisdictional level). These managers receive support from GOM, which provides certain policy training 

and develops applications and management reports to measure compliance and support managers’ monitoring and 

review of the overall compliance of their respective groups with applicable policies and procedures.  

 
V. The Credit Policy Group  

 
CPG is independent of the analytical rating groups and includes Group Credit Officers, Regional Credit Officers, a 

Director for Model Management and a Credit Market Research team. CPG is responsible for ensuring that rating 

criteria are appropriate and consistently applied across analytical groups. As such, CPG serves as a risk assessment 

function with respect to Fitch’s analytical work. In fulfilling these responsibilities, the Regional and Group Credit 

Officers:  

• Aggregate risks across ratings by focusing on risk identification coordination across sectors and regions.  

• Conduct portfolio reviews for quality control, ratings performance and comparability.  

• Use developing trends in issuance volumes, product innovations, or structural change to appropriately and 

constructively raise awareness of potential disconnects from current approaches.  

• Link rating trends with current fundamentals, macro-economic developments and analytically defined expectations 

by industry or sector.  

• Monitor that analytical groups are addressing new developments with an appropriate sense of urgency and rigor. 

Report on and make recommendations in certain cases.  

• Develop and nominate areas of topical research that can be used to frame priorities or identify the next potential 

credit market development.  
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• Ensure sensitivity analysis and/or forecasts are utilized in each group where appropriate to help ensure that ratings 

are forward looking. 

• Oversee the analytical criteria review and approval process. Analytical groups are responsible for proposing suitable 

criteria that supports ratings. Members of CPG review and approve methodologies and models used in rating 

analysis.  

• Leverage participation in various committees and discussions to ensure new or developing issues are shared and 

addressed across rating groups.  

Separately, the Credit Market Research team within CPG conducts regular transition and default studies to monitor 

the performance of Fitch’s ratings over time and across analytical sectors and geographical regions.  

CPG developed and manages a training program – Fitch Credit Academy – to provide a formal structure to 

developing and assessing the knowledge and skills analysts need to be effective in their jobs evaluating credit. The 

program consists of two levels of training: the first level introduces fundamental credit concepts and the second level 

consists of ten specialized curricula that are designed to develop the relevant knowledge and skills appropriate for 

each business analytical group, sector and region, as applicable. Fitch Credit Academy is initially targeting Analysts 

and Associate Directors.  

 
VI. The Global Compliance Group  

 
Compliance with Fitch’s policies is monitored by the GCG. The group is responsible for assessing compliance with 

Fitch’s policies and procedures pertaining to ratings assigned using Fitch’s international rating scales, including 

Fitch’s ‘Code of Conduct’ and related policies concerning conflicts of interest. The group is headed by the Chief 

Compliance Officer, who is assisted by the Deputy Chief Compliance Officer.  

The Chief and Deputy Compliance Officers monitor and assess Fitch’s compliance with its policies on an on-going 

basis by a variety of methods including reviewing reports produced by four functions as described below within GCG 

and reports generated via Fitch’s Violations Reporting (whistle blower) line. As necessary, Compliance staff follows 

up with the appropriate managers to address any issues identified. The Chief and Deputy Compliance Officers also 

have responsibility for ensuring that appropriate reviews are conducted in response to possible breaches of Fitch’s 

policies.  

The core responsibilities of the four teams within GCG are set forth below:  

Regulatory Compliance: works with members of Fitch’s in-house Legal Group, CPG, and GOM to support the 

incorporation into Fitch’s policies and procedures the obligations set forth in all applicable regulations over 

international ratings. Regulatory Compliance is responsible for preparing new applications for registration/recognition 

and for ensuring that Fitch meets all regulatory reporting obligations that it faces with respect to its international scale 

ratings. This team also conducts regular email reviews of Fitch's staff to identify cases of policy non-compliance.  

 

Personal Conflicts Monitoring: monitors compliance with Bulletin 13: Worldwide Confidentiality, Conflicts of Interest 

and Securities Trading Policy via regular monitoring of employee trading activities, outside interests and other 

potential conflicts. This Group refers an identified potential conflict to the employee’s manager for resolution. This 

group may conduct special reviews. 
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Compliance Audit: The worldwide compliance audit program is risk based and includes audits of analytical groups 

and functional audits, which span a variety of groups. The results of each compliance audit are detailed in an audit 

conclusion memo provided to senior management of the audited group, executive management, and the boards of 

FRI and FRL.  

Compliance Monitoring: Reviews throughout the year certain management reporting produced and used by other 

groups within Fitch. Compliance Monitoring will identify relevant reports and metrics that will augment the periodic 

monitoring and testing performed by Compliance Audit in accordance with its Annual Audit Plan. Compliance 

Monitoring will provide its analysis to the Compliance senior staff. This group may conduct special reviews.  

VII. Executive Management and Board Oversight  

 
The Boards of both FRI and FRL, which are the senior-most credit rating agencies within Fitch Group each operate 

according to a governance charter and supporting board procedures to ensure that each respective board has 

oversight of all Fitch policies and procedures related to the (i) creation, maintenance and enforcement of policies and 

procedures for determining credit ratings, (ii) creation, maintenance and enforcement of policies and procedures for 

addressing, managing and disclosing conflicts of interest, (iii) effectiveness of the internal control system with respect 

to policies and procedures for determining credit ratings and (iv) compensation and promotion policies and practices 

of Fitch. A schedule for implementation of the board procedures has also been adopted. The board-level reviews set 

forth with the relevant procedures are conducted on behalf of the entire FRI group of companies that operate using 

the Fitch Ratings name.  

 
VIII. Technological Structure of Internal Control Mechanisms  

 
Each of GOM, CPG and GCG utilizes various forms of technology and tools to carry out its respective responsibilities. 

In addition, Fitch’s Information Technology group manages the technology infrastructure for Fitch globally.  

 
A. Global Operations Management  

 

• Develops and maintains applications and procedures to implement rating policies consistently across regions and 

analytical groups.  

• Develops and maintains applications and procedures to document the rating process, including the committee 

process.  

• Provides management reporting for managers to review compliance with rating policies and procedures. 

 
B. Credit Policy Group  

 

• Utilizes a database of criteria and models to measure compliance with review policies and procedures.  

• Participates in the approval process of criteria and models.  

• Provides and reviews management reporting to review compliance with rating policies and procedures.  

• Reviews complaints pertaining to the analytical process  
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C. Global Compliance Group  

 

• The Regulatory Compliance function maintains a database of regulations applicable to international scale ratings 

that permit the function to track compliance of Fitch policies and procedures with regulatory requirements.  

• The Compliance Audit function reviews and tests compliance by various Fitch groups with policies and procedures, 

contributing to enhancements in Fitch’s internal control structure.  

• The Personal Conflicts Monitoring function utilizes a securities monitoring system to review employee personal 

securities transactions for compliance with confidentiality and conflict of interest policies.  

 

D. Information Technology  

 

• Manages access control for folders, files and applications for compliance with confidentiality and conflict of interest 

policies.  

• Manages data security (e.g., computer and network security) for compliance with confidentiality policies.  

• Maintains and monitors infrastructure including desktops, networks and data centers required for ongoing 

operations.  

• Manages and tests business continuity and disaster recovery plans.  

• Develops and maintains custom applications required to support core ratings activities, such as workflow systems, 

analysis and surveillance systems, publishing and document management systems. 
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3. Record Keeping Policy 
 

Fitch has in place global file maintenance and record-keeping policies and practices that are designed, collectively, 

to ensure that it maintains adequate records in accordance with all applicable laws and regulations including, but 

not limited to, the Hong Kong Regulations.  The two main policies that are applicable to Fitch’s rating-related 

records – the File Maintenance and Recordkeeping Policy for Analysts, and the File Maintenance and 

Recordkeeping Policy for the Business and Relationship Management Group – are published on Fitch’s public 

website, and can be found by selecting the ‘Code of Ethics’ link from any page on the website.  Links to these 

documents are provided below.   

http://www.fitchratings.com/web/en/dynamic/about-us/code-of-ethics-and-conduct.jsp 

 

Additional details regarding the exact content of the information that must be included in certain documents 

referenced in the File Maintenance and Recordkeeping Policy for Analysts – such as rating committee minutes – 

are contained in internal manuals that provide detailed procedural guidance on the rating process.  Other non-

analytical groups, such as the Accounts Group, maintain separate internal recordkeeping policies.  

http://www.fitchratings.com/web/en/dynamic/about-us/code-of-ethics-and-conduct.jsp
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4. Management and Rating Analyst Rotation Policy 

 

Management 

Fitch operates in Hong Kong through its Hong Kong-incorporated subsidiary:  Fitch (Hong Kong) Limited, which is 

100% owned by Fitch Ratings Limited, a UK company.  Fitch complies with all local corporate law requirements. 

Thus, Fitch (Hong Kong) Limited is set up in a manner consistent with the applicable local corporate law.  

The individual board members of Fitch (Hong Kong) Limited are Jonathan Cornish, Bruce Legorburu, Christine Tse 

and Hyejin Yoon. 

The organisation of Fitch’s analytical management is not structured around our corporate organisation. Each of the 

analytical staff employed within Fitch (Hong Kong) Limited reports to a regional group head, in some cases through 

a series of line managers.  The regional rating group heads report ultimately to a global group head.   Currently 

three of Fitch’s five global rating group heads are based in London, and two are based in the United States of 

America.  All five analytical global group heads report to a Global Analytical Head who is based in London. This 

individual reports to the President and CEO of Fitch Ratings, Paul Taylor, who is based in London. 

Fitch’s core support functions – including the Global Compliance Group and the Credit Policy Group – are 

structured globally, with staff reporting to a regional group head who in turn reports to a global head.    

 

Analyst Rotation 

Fitch applies rotation requirements to its analytical staff in line with regulatory requirements in the relevant local 

jurisdiction.   

For practical reasons, and as permitted by the Hong Kong CCPPCRS and Fitch policy, rotation requirements are 

not currently applied to Fitch (Hong Kong) Limited.  Fitch’s rotation requirements will only apply to Fitch (Hong 

Kong) Limited when the number of analytical staff employed by Fitch (Hong Kong) Limited exceeds 50 and a 

feasibility review concludes that rotation is appropriate.  

It should be noted that various aspects of Fitch’s rating committee quorum requirements are designed to ensure 

sufficient challenge to the recommendations of the primary and secondary analysts, even where analyst rotation is 

not practical.  


