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Introduction

As agreed in the Action Plan of the G20/OECD Task Force on Financial Consumer Protection,
endorsed by the G20 in 2012, the Task Force has developed the first set of Effective Approaches dealing
with three of the ten Highevel Principles on Financial Conser Protection, endorsed by the G20
Leaders in 2011.

This detailed annex providing information on national approaches is made available to accompany the
Update Report, in time for the G2@&ders Summit in St. Petersburg, September 2013. The objective of
the annex is to give the reader of thedateReport the opportunity to obtain a more detailed description of
how the effective approaches identified in UygdateReport are linkdto county specific initiatives.

The annex is based on concrete exampiegolicy, regulatory and supervisory approaches as
identified iname mb e r & ®f the first seteof/three priority principlesmpleted bys March 2013

On 18 March 2013, with the first draft Summary Report on Effective Approaches, drafts for each of
the principles, providing a neexhaustive description of selected national examples, were circulated to
Task Force Members, thereby forming the basis fodth& annex documentt-ollowing the Task Force
meeting on 10 June and subsequent approval of the Summary,Repapdate repowras submittedor
consideration by the G20 Finance Ministers and Central Bank Govexnhtirsir meeting or19-20 July,

2013. The Ministers and Central Bank Governsupported the work done by the G20/OECD Task Force

on Financial Consumer Protection on the first set of effective approaches to support the implementation of
the G20 HighLevel Principles on Financial Consumaptection and look forward to their report on other
principles in 2014 Thedraft annex document wdsrther developed by the Secretariat and sent to the
Vice Chairs and sugroups for commentefore being circulated, in Julig members for accuracy atml

link, where possible, the description of effective approaches in the annex to the effective approaches within
the Summary Report.

Included in each annex document, is a referenc
effective approaches ithe Summary Report to those country specific practices as identified in the annex.
It was decided to do this exercise for the effective approaches and not for the underlyingiassuiipo
it was decidedo include only the country specific effectivapproaches and not regional or sectoral
approaches.

Because some of the effective approaches in the Summary Report are based on discussions
undertaken within the sudroups or the Task Force plenary sessions, they do not necessarily refer to
information githered from the survey.

' In addition, members who responded to the poll of priority themes for Principle 6 Responsible Business Conduct

of Financial Services Providers and AuthorisegeAts, providing details of relevant legislation at the jurisdictional
level, were requested to update this informatibfembers who completed the draft survey on Principle 4 Disclosure
and Transparency were subsequently asked to study this version eodsider if any additional comments are
relevant and to submit them as an additional response to the survey.
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1. KEY INFORMATION ABOU T THE PRODUCT OR SERVICE

11 KEY INFORMATION THAT INFORMS THE CONSUMER OF THE FUNDAMENT AL
BENEFITS, RISKS AND TERMS OF THE PRODUCT

Australia

1 In Australia the Corporations Act 2001 provides requirements for disclosure for financial
products and the provision of financial advice. A Financial Seryiegde (FSG) must usually be prepared

by the person who will provide a financial service. When a client buys a financial product, a Product
Disclosure Statement (PDS) must usually be prepared by or on behalf of the issuer or seller of the financial
product.A PDS must contain sufficient information so that a retail client may make an informed decision
about whether to purchase a financial product. If a client is provided with personal advice, a Statement of
Advice (SOA) must usually be prepared.

2. The Australian Government has introduced page limits and prescribed content for PDSs for
certain financial products as part of the simplification of disclosure. For example, summary information on
fees, risks and benefits ftargin Lending products is provided over the equivalent of four A4 pages in
concise, plain English.

3. The National Consumer Credit Protection Act 2009 sets out disclosure requirements for credit
providers and lessarsThis includes disclosure through credit guides, quotes, proposal documents, key fact
sheets, warning notices about alternatives and minimum repayment statements. The disclosure
requirements help consumers make effective decisions about their boriamdrigasing, understanding

their rights and understanding the contracts that are being offered to them.

4, The Australian Securities and Investments Commission (ASIC) have developed Good Disclosure
Principles to helfin preparing a PDS (for example, that disclosure should be timely and relevant).

5. Product disclosure should be clear, concise and effective and provide the key information that a
consumer needs to know in order taka an informed financial decision.

6. For best practice, disclosure should be developed with the input of professional document
designers and consumer tested to ensure that it is working as intended.

7. As a means of keeping primary disclosure short enough so that consumers are more likely to
actually engage with, read, and understanedcyt he dc
referencebo, edumemte ar online. s eparate do

8. Information provided online can be further tailored to a specific audience and presented in an
interactive format, which can make it more effective. The Australian securities regulator, ASIC, has
established standards and gives industry guidance to facilitate online disclosure.

Canada

Banking sector

9. To ensure consumers have the information they need, the federal financial institution statutes

require fedeally regulated financial institutions to disclose to consumers the terms and conditions on
financial products and services before entering into an agreement, and at relevant points of time.



Legislation, regulation, and industry codes of conduct apply rtalyets such as credit agreements
(including credit cards, lines of credit and mortgaged@posit accountsdebit card other deposit type
instrumentsand principle protected nofemmong others.

10. The federal financial institution statutes require all disclosure to be made in language, and
presented in a manner, that is clear, simple and not misleading. Also, financial institutions are generally
required to provide advance notice to consumers ragpehy changes to the terms and conditions of a
financial product.

11 Further, federally regulated financial institutions are responsible for ensuring that their agents and
intermediaries comply with legislation érregulations with respect to disclosures and other consumer
provisions.

12. While the federal financial institutions statutes set out requirements that notices, documents and
other information be provided by fedyaregulated financial institutions, thElectronic Documents
Regulation§allow institutions to meet these requirements while allowing for communication in electronic
format. For example, before proceeding with electronic communications to any addfessszal
institutions would have to receive express consent, which can be revoked. The Regulations also specify
conditions regarding the provision and receipt of electronic notices, documents and other information to
addressees (e.g. providing a confitima of consent without delay), as well as the requirements for
electronic signatures.

13. The Financial Consumer Agency of Canada (FCAC) is mandated with ensuring that federally
regulated financial institutions adleeto the consumer provisions of the legislation governing financial
institutions and their public commitments. The Financial Consumer Agency of Canada (FCAC) also
assists individual consumers with enquiries about financial services and undertakes ceulsinziEon
activities to help ensure that consumers in the financial sector marketplace ardoneibd. To this end,

the FCAC publishes a number of-tine tools, tip sheets, and other products to keep consumers well

informed® The FCACO6s ool Raek aigBtan¥kdlnect or tool o all ows
and find the account that best suits their néeds.

Securities sector

14. Security issuers are subject to disclosure obligations at the moment of atitorand on an
ongoing basis, which is fully in line with IOSCO standafds.

http://lawslois.justice.gc.ca/eng/requlations/S@RB01-101/index.html

http://lawslois.justice.gc.ca/eng/requlations/S@RB01-101/index.html

http://www.fcacacfc.gc.ca/eng/industry/obligation/codeCond/debitCardodeasp

http://lawslois.justice.gc.ca/eng/requlations/SQB11-98/index.html

http://lawslois.justice.gc.ca/eng/requlations/S@QB08180/index.html

http://lawslois.justice.gc.ca/eng/regulations/SQRB10-239/pagel .html

http://www.fcacacfc.gc.ca/eng/consumers/banking/ingexy.asp

http://www.fcacacfc.gc.ca/eng/resources/toolcalculator/banking/irelex.asp

9 The Canadian regulatory framework deals with conflicts of interésiapity by way of disclosure requirements

set forth in the following National Instruments (NI): NIT4D1 General Prospectus Requirements (NL@1)
NI 447101 Short Form Prospectus Distributions NIi 4d2 Shelf Distributions NI 45.06 Prospectus and
Regigration Exemptions NI 51102 Continuous Disclosure Obligations; NIiZD2 Continuous Disclosure and
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15. Protection of investors who would like to subscribe or purchase securities of an issuer which is,
generally, a business corporation ariavestment fund, is achieved by ensuring that they have access to
accurate and um-date information. Prospectuses are a key source of information for investors and are
generally required across the courlfryA prospectus must provide full, true andipl disclosure of all
material facts relating to the securities being issued. It must disclose all material facts likely to affect the
value or the market price of the securities to be distributed.

16. Since 2010, theegulation applicable to conventional investment fifwisndates the production

of a summary disclosure document named Fund Facts document and the requirement for it to be made
available on a fundbés website.

17. TheFund Facts document must also be delivered or sent to investors free of charge upon request.

The Canadian Securities Administrators (CSA) designed the Fund Facts document to make it easier for
investors to find and use key information. It is in plain leage, no more than two pages dotgitied and
highlights key information important to investoiscluding past performance, risks and the costs of
investing in a fund.

18. Under securities legislation, a dealer éxuired to provide the investor that is subscribing to
securities on the primary market with a copy of the prospectus within two days of the subscription. The
following are some examples of other ways to obtain a prospectus:

1 The investor can ask its deatepresentative for a copy of the prospectus before purchasing the
security.

1 Many reporting issuers post their prospectus on their website.

1 Itis also possible for the investor to visit the SEDAR website, which is a database containing,
among other thingsstatutory documents related to a large humber of business corporations and
investment funds, including prospectusés.

19. Registrants are also expected to present disclosure information to clients in a clear and
meaningful manner in order to ensure clients understand the information presented. Registrants should
ensure that investors can readily understand the information. These requirements are consistent with the
obligation to deal fairly, honestly and in good laitith clients.

20. Other initiatives include a National TV and Web campaigmv.5bonnesquestions.cés good
guestions). This campai gn f waskshe gightogonestiGhe ANDuthee r s 6
Aut horized Agent to

0s responsibility/obligation
I

(Securities and nsurance) have recently been d

Other Exemptions Relating to Foreign Issuers and National Instrumeh0I8Mutual Fund Prospectus
Disclosure (NI 81101) which is aimed at providing invess with meaningful and effective mutual fund
disclosure.

1 The conditions are harmonized under N+ 411,

12 National Instrument 8101 Mutual Fund Prospectus Disclosure

(http://www.lautorite.qc.calfiles//pdf/reglementation/valeorsbilieres/81101/201204-30/2012avril3681-
101-vofficielle-en.pd}

13 See NI81-101, sections 2.1 and 2.3.1, 3.1(1.1) and 3.5{&nd its Companion Poli¢y Further amendments
are to be issued in 201&tp://www.lautoite.gc.calfiles/pdf/bulletin/2012/vol9no25/vol9no252pdf ( page
236)



http://www.5bonnesquestions.ca/
http://www.lautorite.qc.ca/files/pdf/reglementation/valeurs-mobilieres/81-101/2012-04-30/2012avril30-81-101-vofficielle-en.pdf
http://www.lautorite.qc.ca/files/pdf/reglementation/valeurs-mobilieres/81-101/2012-04-30/2012avril30-81-101-vofficielle-en.pdf
http://www.lautorite.qc.ca/files/pdf/bulletin/2012/vol9no25/vol9no25_6-2.pdf

Investment Dealer or Repres¢ at i veo and the CSA also has a | ibr
Basics and AWorking with an Advisero.

Insurance sector

21 In the province of Quebec, insurance contracts must contain what hadisessed between the

parties. The insurer shall remit the policy to the client, together with a copy of any application made in
writing by the client or on his behlf In addition, the product must be described to the client and the
client must also beware of any particular exclusion of coverdgeThe @A Di stri buti on
representativeo (DWR) regime allows a person (th
insurance, to offer, as an accessory, for an insurer, an insurance prbodactelates solely to goods sold

by the person. The distributor must describe the product to the client and explain the nature of the
guarantee and the exclusions. The distributor must also give the client a copy of the distribution guide,
which must dexibe the product offered, state the nature of the guarantee and all exclusions and be drafted
clearly and simply.

Chile

22, Financial services providers should attach to any application for a credit or creditscanchary

sheet describing the principal terms and conditions of credit, under the provisions of the Law on Protection
of Consumer Rights. In the case of mutual funds and investment funds subject to supervision of the
Superintendence of Securities and Insgs this information is contained in the internal regulations and
the subscription contracts. Additionally, in the case of mutual funds, the information is also contained in
the "Prospectus”. In the case of portfolio management (PM), the contracts lsegnegn the customers

and the PM brokers/managers must contain such information.

23. The Superintendence of Pensions offers members of the pension system and unemployment
insurance all the information necessary fanthto exercise the right to remain with or change the Pension
Fund Administrator (AFP) of their choice. This information includes fees charged, profitability of the
pension funds and quality of service delivered by the AFP to affiliates, among othersorsdigi the

AFP should provide information of fund performance and administration costs on a quarterly basis to
members.

24, In general terms, the Law on Protection of Consumer Rights sets forth the obligatidn of al
contracts to be written in the Spanish language, with a minimum font size, and the provision of a summary
sheet with the main terms and conditions of the contract. The contracts should also share information on
customer rights for situations and procedturelated to extrajudicial collections.

25. With respect to deposits, the requirements for interest rates, fees, prepayments, etc., are set out in
various laws and regulations. These requirements can be foundliathen Money Credit Operations,

the Law on Protection of Consumer Rights and the regulations of the Central Bank and the
Superintendence of Banks and Financial Institutions (SBIF).

26. With respect to credit productshe Law on Protection of Consumer Rights establishes the
obligation for credit providers to report the annualized interest rate, called the Equivalent Annual Charge

14
http://www?2.publicationsduguebec.gouv.gc.ca/dynamicSemtebharge.php?type=2&file=/CCQ_1991/CCQ1
991 A.html

See sections 28, 38, 39 of An Act respecting the distribution of financial products and services (the Distribution
Act). See also Regulation respecting the pursuit of activities as a representativa, Ge
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(SAC). The SAC should be reported in the summary sheet, in quotes and in all advertiSéraent
calculation is regulated by the Consumer Information Regulations of Law 20.555. Credit providers should
also detail the charges related to commissions and insurance, indicating which charges are required by law
and which are voluntary.

France

27. General principles involve:

1 untrue, misleading statements , omission of necessary information is prohibited (all sector) by
article L1211 1l of the consumer code

9 prior to the conclusion of a contract, a financial itngbn, whether bank or insurance, or their
intermediaries, has to inform the consumer of the main features of the product/contract it sells. In
French regulation, the burden of proof (to prove that the information has been supplied) rests
with the finan@al institution (L. 11132 81 Consumer Code)

1 according to article 1135 civil code a fair fulfilment of an agreements requires not only to
perform what is expressed but also all the consequences that equity usage or law require.

Insurance sector

28. Pre contractual information: as general rules for all type of contracts, the insurer must provide the
potential client with an information sheet on the price and guarantees before signing the contract (Article
L112-2 Insurame code).

29. Article L. 1124 provides that every insurance policy shall disclose:

the nature of the risks insured,

the point at which the risk is guaranteed and the warranty period,

the amount of this guarantee,

=A = =4 =4

thepremium or assessment.

30. The regulation specifies that exclusions should be limited (L-1}18nd written in a very
apparent manner (L. 1489.

31 All information, includirg advertising, relating to a contract of life insurance or an endowment
contract are accurate, clear and not misleading. Advertising should be clearly identified as such. (Article
L132-27 Insurance Code)

32 Before tte life insurance contract is signed, the insurer must provide the subscriber with an
information notice indicating the main provisions of the contract, (Article L-5t32nsurance code). The
contract must give detailed information, including on costsuanitd of account (i.e. R. 132and R. 132
insurance code).Article L132-1 insurance code allows to the policy holder a coetifigoeriod of 30

days.

33. The information notice is required to begin with asfiort m d o c u me nitmaXiniumhbh c adr ®
page) of the main information about the policy (A. -B3surance code).



34. The French Prudential Supervisory Authority (Autorité de contrdle prudentiel or ACP), has
issued inOctober 2010 a Recommendation concerning the use as units of account of structured financial
instruments that carry a risk of mselling, to set out the conditions in which insurers and insurance
intermediaries can comply with their legal and regulatddigations in terms of specific information.

Banking sector

35. As a general principleall commercial information including advertising that are untrue,
misleading or that omit necessary informati®prohibited(article L121-1 consumer code)

36. All advertising, regardless of the medium, which focuses on consumer credit and indicates an
interest rate or quantitative information related to the cost of credit, stated chkaslyately and
prominently the listed information using a representative simple (article L-£&bhsumer code).

37. According to article L3156 consumer code prior to the conclusion of the consumer credit
agreementthe creditor or credit intermediary gives to the borrower the information needed to compare
different offers and allowing the borrower a clear understanding of the extent of his commitment.

38. According to article B121-1 of the monetary and financial code information on main conditions
of services has to be given to the client prior to signing the deposit account agreement.

Securities sector

39. Concerning investments in finailal instruments : Investment services providers (including
Portfolio Management companies) must ensure that all information that they address to clients, including
marketing information, satisfies the conditions laid down in the Monetary and financ&allcof3312)

states that:

40. All the information, including communications of a promotional nature, that is sent to clients,
including potential clients, by an investment service provider, shall have a contentisvfaithclear and
not misleading. Communications of a promotional nature shall be clearly identifiable as such.

41, Investment service providers shall communicate to their clients, including their potential clients,
information that enables them to have a reasonable understanding of the nature of the investment service
and the specific type of financial instrument proposed, as well as the risks associated therewith, thus
enabling them to make their investmentdecisso i n ful |l knowl edge of the fa

42. In addition, there are specific provisions concerning marketing communications in a public offer
or in an admission to trading on a regulated market. The obligation for issuemmmunicate all
advertisements to the AMF before these are disseminated is set out in the General Regulation of the AMF
that states (article 2128):

AfAny advertisement, regardless of form or met
or anadmission to trading on a regulated market shall be communicated to the AMF before
being disseminated. Such advertisement shall:

- State that a prospectus has been or will be published and indicate where investors are or will
be able to obtain it;

- Beclearly recognisable as advertisements;

- Contain not false or misleading statements;
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- Contain information that is consistent with the information in the prospectus, if the
prospectus is to be published at a later time;

- Contain a noti ce attentianwd thegsection ef the erasgeetusdon risk
factors;

- Where applicable and at the request of the AMF, contain a warning about certain
exceptional characteristics of the issuer or the guarantors, if any, or the securities being
offeredtothe publico admi tted to trading on a regul at e

43, Information specified in the contractetdiled, listed , compulsory information have to be given
in writing within the deposit account agreement or within a paymecount agreement (Article L312-
1 and L3141 Monetary and financial code (and Order of 29 July 2009).

44, Consumer credit agreement is made in a writing document or on another durable medium. It is a
document sgarate from any media or advertising materials, (i.e. article {1®8donsumer code).

45, Detailedandlisted compulsory information h&s be given in the adract (i.e. articles R31%
andR 3115-1 for consumer cdit and aticle L312-9 for mortgage credit)

46. A coolingi off period of 14 days is allowed to consumers for consumer credit Article 12311
consumer code.

47. The contract isequired to begin withasheitor m document (fAencadr ®0) C
about the credit. Article R 318 defines the list and content of said information and how it should be
presented (article R313 consumer code).

48. Information during the contract until its termination: Articles L&BL23129 of the Consumer
code indicates the information to be given in mortgages and PPl insurance.

49, Number of information retad to the contract has to be given after signing the credit agreement
until its termination. Whether for credit agreement (i.e. -311L31125, L31%22-2 and L31126 of
consumer code) or for depositary account agreement or payment services agreenaetitifs L3121-1

and L31414 Monetary and financial code, order of the minister of economy dated 29 July 2009) or for
insurance agreements (i-Articles L13222, A1327 R1134 of insurance code

Germany

50. Pursiant to section 31 paragraph 3a of the Securities Trading Act (Wertpapierhandelsgesetz
WpHG) and in the case of investment advice, the client shall be provided with a brief and easily
understandable information sheet concerning every financial instrumevitich a buy recommendation

relates in good time before a transaction in financial instruments is concluded. If the investment advice
refers to units of investment funds, the information sheet shall be replaced by the key investor information
document.This applies to Undertakings for Collective Investment and Transferable Securities (UCITS)

and common Alternative Investment Funds (AIF) (section 164, 166, 268, 270, 318 Investment Code
(Kapitalanlagegesetzbuch). Key information has to be given alsodnpmt s of t h'® figray m

51. Insurance companies have to give a product information sheet to the consumer. This sheet has to
entail all information that is important to enter into and to fulfil an insuranceamntr

16 gection 13 German Capital Investment Act (Vermdgensanlagegesetz)
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Hong Kong

52 Banks / |l icensed corporations (ALCsO) shoul d
information in their dealings with their customéfs.Any representations made and information to
customers should be accurate and not misleading. Invitations and advertisements should not contain
information that is false, disparaging, misleading or deceftive

53. Banks / LCs conducting securities business are required to provide customers with adequate
information about the services, other relevant documents (e.qg. risk disclosure statements), nature and scope
of fees, penalties and other charges.

54 Each customer should be given sufficient time to digest, consider and evaluate the information
and recommendation provided by a bank / LC and be given sufficient opportunity to raise queries with the
bank / LC. Under no circuneatces should banks / LCs use hpgessure or unfair techniques to force or
entice any customer to make hasty investment decf8ions

55. The Code of Banking Practice (ACoBPO)

1 The CoBP is issued by the industry asstimies and endorsed by the HKMA. It sets out the
minimum standards which banks should follow in their dealings with personal customers.

9 The CoBP is publicly available and thus the general public can know what they can reasonably
expect of the servicesqrided by banks.

1 The CoBP is subject to review and revision.

56. iThe Code of Conduct for I nsurerso prepared |
regulatory industry body) and approved by the Insur@cet hor i ty (Al Ad) sets out
of disclosure of relevant and useful information to customers so as to allow them to make informed
decisions and contract insurance policies effectitely.

57. The Questins and Answers on Suitability Obligations of Licensed and Registered Persons Who

Are Engaged in Financial Planning and Wealth Management Business mentions that intermediaries should
provide each customer wi t h r ecomorefiedng dirculans arels t me n
other documents relevant to the investménts.

7 GP 5 of the Code of Conduct for Persons Licensed by or Registered with the Securities and Futures Commission

(ACode of htt@enrdas.sft.hi/het file store/new_rulebooks/h/k/HKSFC3527_ 1868 VERJ0.pdf
Paragraps 2.1 and 2.3 of the Code of Conduct: http://en
rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 1868 VERZ20.pdf

Paragraph 1(c), Part A, Appendix to the Management, Supervision and Internal Control Guidelines far Person
Licensed by or Registered with the SFC: http://en
rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 162 _VERI0.pdf

Question 5 of FAQ on Suitability:http://www.sfc.hk/web/EN/fags/intermediaries/supervision/suitability
obligationsof-investmenadvisers/200°05-08.html

18

19

20

2L http://www.hkfi.org.hk/pdf_publications/e_abt.code.pdf

Z AFAQ on S u ihttp#vaviw Isfe. likiweb/EN/fags/intermediaries/supervision/suitabditligationsof-
investmemadvisers/200:05-08.html
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http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_1868_VER20.pdf
http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_1868_VER20.pdf
http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_162_VER10.pdf
http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_162_VER10.pdf
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http://www.sfc.hk/web/EN/faqs/intermediaries/supervision/suitability-obligations-of-investment-advisers/2007-05-08.html
http://www.hkfi.org.hk/pdf_publications/e_abt.code.pdf
http://www.sfc.hk/web/EN/faqs/intermediaries/supervision/suitability-obligations-of-investment-advisers/2007-05-08.html
http://www.sfc.hk/web/EN/faqs/intermediaries/supervision/suitability-obligations-of-investment-advisers/2007-05-08.html

58. Intermediaries should present balanced views, explaining the good points of the investment
products as well a s n tbrthe disadvgntages antl domresidesriéks. aThey shouldi o
use simple and plain language, and in a language that the customers can readily ufiderstand

59. In relation to unlisted structured investment product to whiehRroduct Handbook applies, the
issuer should confer to investors of banks / LCs a coalfhgr unwind right in respect of the structured
investment product purchased or subscribed for, whereby investors may cancel their orders, sell the
produc;z[‘?ack tathe issuer or its agent, or otherwise unwind the transaction, and receive a refund or
payment”.

60. The Hong Kong Monetary Authority (AHKMAO) an
(ASFCO) h av e inmndingdantermedianies 1 ldiaclose and eexplain to customers the key
features and risks of investment products.

61 Certain sales related information such as the capacity in which a bank / LC is acting and
affiliation of the bank / LC with the product issuer and the benefits receivable for distributing an
investment product have to be disclosed by a bank /LC before or at the point’of sale.

62 In relation to distribution of staiured investment products and investment funds, it is mandatory
for banks to distribute to customers a Product K
( | FPSwhjch provides concise product summaries written in plain language to heipmeuns
understand the key features and risks of the products, regardless of the channels of distribution.
Template§ were developed by regulators to facilitate more standardised disclosure across the
intermediaries.

63. It is mandatory for banks / LCs to distribute KFS and the offering documents to clients prior to or
at the point of sale for products authorised by the SFC under the consolidated SFC Handbook for Unit
Trusts, Mutual Funds, ILAS and Unlisted Structudevestment Products, regardless of the channel of
distributions?®

64. In general, the CoBP requires banks to make readily available to customers written terms and
conditions, details of fees and charges, interagésy and general descriptive information about the
operation and the customerds obligations and |iab

65. The following are examples of requirements of the CoBP:

Z  Jtem 5 of FAQ on Suitabilityhttp://www.sfc.hk/web/EN/fags/intermediaries/supervision/suitabdltjigations

of-investmemtadvisers/20005-08.html

Part IV of Code on Unlisted Structured Investment Products of SRE Product Handboakhttp://er
rules.sfc.hk/en/display/display main.html?rbid=3527&element_id=3038

24

% Paragraph 8.3A of the Code of Conduct http://en

rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 1868 VERJ0.pdf

% HKMA circulars of 17 May 2011(http://www.hkma.gov.hk/media/eng/doc/k@iormation/guidelinesand
circular/2011/20110517el.gdhd 18 April 2011  (http://www.hkma.gov.hk/media/eng/doc/key
information/quidelinesandcircular/2011/20110418e1.9df

KFS templates http://www.sfc.hk/web/EN/regulatoffunctions/products/productuthorization/productkey-
factsstatements.htrpland IFS templatess¢e Annexes 1 and Bttp://www.hkma.gov.hk/media/eng/doc/key
information/quidelinesand-circular/2011/20110418e1.9df

B SFC circular dated 28 Ma 2010:
http://www.sfc.hk/edistributionWeb/gateway/EN/circular/intermediaries/supervision/openFile ?refNo=H578

27
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http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_1868_VER20.pdf
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http://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2011/20110418e1.pdf
http://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2011/20110418e1.pdf
http://www.sfc.hk/web/EN/regulatory-functions/products/product-authorization/products-key-facts-statements.html
http://www.sfc.hk/web/EN/regulatory-functions/products/product-authorization/products-key-facts-statements.html
http://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2011/20110418e1.pdf
http://www.hkma.gov.hk/media/eng/doc/key-information/guidelines-and-circular/2011/20110418e1.pdf
http://www.sfc.hk/edistributionWeb/gateway/EN/circular/intermediaries/supervision/openFile?refNo=H578

i Banks are reqted to use plain language in the terms and conditions to the extent that is
consistent with the need for legal certainty. Legal and technical language should only be used
where necessary.

9 Banks are required to advise customers to read and understaedniieand conditions when
applying for a banking service.

1 Banks are required to display their standard fees and charges, and interest rates of interest
bearing accounts in their principal place of business and branches.

I Banks are required to quote annualtd per centage rates (AAPRO) wl
the interest rates of banking products. An APR is calculated based on a standard method which
incorporates the interest rate and fees and charges of a banking product, and helps to facilitate
comparson of banking products with different charging structures.

1 Apart from the above general requirements, the CoBP also includes specific requirements in
relation to electronic banking services, e.g. security measures and advice for using electronic
bankingservices.

66. The following are examples of specific requirements of the CoCl:

1 Sales materials and illustrations have to be current, correct, expressed in plain language and not
misleading to the public.

1 Proposal fams should ask questions in plain language, and, if appropriate, explain how the
guestions should be answered,

1 Policy documentation and claim forms should also be in plain language and aid comprehension
by policyholders.

Hungary

67. The Hungary Financial Services Authority (HFSA) considers it important for financial services
providers to recognise that information it can be too much and too complex for consumers. Often the
volume and depth of such information could sdifficulties for those with average financial knowledge.
Financial services providers should therefore seek to convey the information necessary for consumers to
make an informed financial decision in a readily understandable form, taking into acauntctto n s u me r 6
interests and knowledge.

68. Financial services providers are required to adopt standard general contract terms and conditions
for the services they provide:

1 financial institutions must publish tHellowing in the form of a posted notice in the customer
area of their premises and, where services are also provided in electronic commerce, by way of
electronic means in easily accessible format;

i standard service agreement, also containing the staretarsl &nd conditions;

9 the contract terms and conditions for financial services and auxiliary financial services
(transactions) offered for customers; and
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1 rates of interest, service fees, and other costs charged to the customers, default interests and the
method of computation of interests.

India

69. SEBI (Mutual Funds) Regulations and SEBI (ICDR) Regulations are the standard documents
ensure that clear, concise, accurate information is provided to the consumers.fiTb#edrdocuments
are filed with SEBI and SEBI issues its observations before they are issued to investors

Ireland

70. The Centr al Bank of Irelandbés Consumer Protec
araund regulatory status, information about the regulated entity activities, information about the product,
information about charges and information about remuneration.

71. Provision 4.1 of the 2012 Code stipulates tise of plain English and clear presentation in all
information provided to consumers.

72 The Life Assurance (Provision of Information) Regulations, 2001 set out the information a
policyholder must be provided witAnd includes details such as the projected benefits, charges and
commissions that will be deducted from the premiums paid, as well as other general information on both
the product itself and the product provider. It also contains requirements settinghatitamnual
information should be provided to a policyholder.

73. In recognition of the number and pace of developments in the area of technological innovation
the Central Bank has commissioned external consultantssearch technology developments affecting
consumersb6 personal finances. The research highl:i
in terms of implications for financial services regulation.
74. The research commissioned by the Central Bank on technology developments affecting
consumersb6 personal finances, identi fied that whi
convenience and choice, there are also significant areas of risknaadainty around mobile financial
services. Risks can arise due to the presence of unregulated applications in the market, the lack of
standards on information provided to end users, the potential for transaction fees to be hidden and to
escalate, and #hlikelihood of terms and conditions being somewhat opaque.
Israel
75. Relevant regulations include the following:

1 Banking (Customer Service) Law, 1981

1 Banking (Customer Service) (Appropriate Disclosure aRtbsentation of Documents)
Regulations, 1992

 Guarantees Law, 1967

1 Proper Conduct of Banking Business Directive 45Bhird-Party Guarantees in Favour of a
Banking Corporation

9 Banking (Customer Service) (Fees) Rules, 2008
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76.

77.

In terms of process issues:

Providing Periodic Statemerit The statement will include a timely "snapshot" of the main
aspects of the customer account activities.

Regarding technological innovation: Proper Conduct of Banking Business Directive 420
Electronic transfer of information is relevant.

Customer who wishes to complain against a banking corporation regarding these issues can

address the public inquiries unit in the Bank of Israel.

78.

The Legislation and Regulation Unit at the Ba@kistomer Division in the Banking Supervision

Department at the Bank of Israel publishes guides on the Bank of Israel's website on various issues such as
credit cards, current accouiiees, bank transfer, financial education (for teenagers), revolving credit card,
standard contracts, checks restrictidn.

Italy
Investments
79. In ltaly for investment and asset management services, pursuant to article 27 of Consob

Regulation n. 16190/2007, states that all information, including advertising and promotional notices,
addressed to customers and potential customers by intermedianis b correct, clear and not
misleading. Intermediaries must provide customers and potential customers with appropriate information
in a comprehensible format, so that the nature of the investment service, the specific types of financial
instruments involed and related risks are clear. Such information, which may be provided in standardized
format, has to refer to:

the investment firm and related services;

the financial instruments and investment strategies proposed, including appropriate guidelines
andwarnings on the investment risks for such instruments or particular investment strategies;

the execution venues; and

related costs and charges.

Luxembourg

80.

Relevant regulations include the following:

Law of 5 Amril 1993 on the Financial Sector (as modified by Art. 136 of the Law of 13 July 2007
on markets in financi al instruments) (hereaft

GrandDucal Regulation of 13 July 2007 relating to organisational requiresraamd rules of
conduct in the finankumdl sReduwlrat(iher eaff t1 3 KNG

Law of 10 November 2009 on payment services

29

http://www.boi.org.il/en/@nsumerinformation/Pages/Default.aspx
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1 Law of 8 April 2011 concerning the implementation of a Consumer Code
1 Law of 17 December 2010 relating to urtd&mgs for collective investment
Mexico

81 Mexico has developed a more mandatory approach to disclosure rules. The Law for the
Protection and Defence of Users of Financial Services (LPDUSF) seeks to promote @aubvexz, and

defend the rights and interests of users of financial services. Specifically, Title IV Chapter 2 states that the
consumer protection oversight body (Condusef) will disseminate information on the different services
offered by financial institutins. In order for this, Condusef requests information to financial institutions
about the services offered (product characteristics, interest rates, commissiorfs, etc.).

82 Condusef ensures that all financial ingdiiins provide information related to the
products/services offered in an accurate, reliable, and consistent form and that any information regarding
concepts, amounts and periodicity of the commissions be available for free to the public in their branch
offices on posters, lists and flyéfs.

83. The Law for Transparency and Order in Financial Services (LTOSF) makes it mandatory for
financial services providers to disclose information about their products and serpieei$ic8lly, Article

12 that states that any information related to the products or services offered needs to be clear, transparent,
concise, easily accessible, and accurate and it should include the risks associated with the product. Article
7 states thatll financial institutions must have in their branches or establishments (in a visible place using
posters, flyers and/or lists) updated information regarding the amounts, concepts and periodicity of the
commissions they charge on different products. Tifiermation should also be available electronically

and customers should be able to check it for free at the branches and/or establishments. Institutions are also
required to provide any change in the commissions, at least 30 days before they take effect.

84. The Securities Market Law in Section Ill (Sales Practices) states that brokerage firms must
provide their clients all the information necessary for their investment decisions. They should be clear on
the costsand commissions that will be chargg&d.

85. While the Law of the Retirement Savings Systems (LSAR), article 37 states that the National
Commission of the Retirement Savings System (CONSAR) should periodically infeqmalbic about the
commissions that the retirement funds administrators charge as well as of the net returns that they pay.
Likewise, CONSAR determines the terms that the administrators should follow when informing the users
about the commissions that thelyarge. Article 47 bis of the LSAR states that the investment funds that
operate with the retirement funds administrators should prepare information for the investing public
containing at least elements such as:

1 The type of worker that the investment fusdlirected to.

1  Warnings about the risks of the investment fund.

%0 http://www.condusef.gob.mx/PB&marco_juridico/ley condusef.pdf

31 http://www.condusef.gob.mx/PB§marco_juridico/disposicion_entidades financieras.pdf

%2 http://www.condusef.gob.mx/PB&marco_juridico/ley _transparencia ordenamiento.pdf

33 http://www.diputados.gob.mx/LeyesBiblio/pdf/LMV.pdf
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86. The information provided by investment funds to the workers should be clear and it should be
always availablé*

87. The Rules of the National Insurance and Bonding Commission (CNSF) applicable to insurance
companies in its Title 2 state that, in order to foster a climate of transparency by insurance agents and to
prevent any conflict of interest that may arisanf the promotion or sale of insurance products of different
companies, agents should inform their costumers about rates, policies, endorsements, plans and other
circumstances of the insurance compariies.

88. The Natonal Banking and Securities Commission (CNBV) rules applicable to Brokerage Houses
and Credit Institutions on Investment Services in Chapter Il Section Il state that financial institutions shall
provide from the moment they are recommending somethingetodlients, all the information about the
financial instrument (potential benefits, risks, costs or any other warning that the consumer should know).
Chapter IV states that prior to the provision of investment services, financial institutions mude pioovi

their potential clients, in a standardized format and clear language (or in their webpage), the description of
all the characteristics and differences between the services offered including their commissions, benefits,
risks and category of secursi&

89. The Rules of CONSAR applicable to the agents of retirement funds administrators state that
agents should provide complete, truthful, relevant and updated information to the customers (workers). The
rules alsostate that agents should offer workers the product that best satisfies their needs and
characteristicg’

0. To supplement these rules, codes of conduct The Codes of the Association of Mexican Banks
(ABM) and of the Mexican Association of Specialized Financial Intermediaries (AMFE), state that in their
relationship with clients financial services providers should always give customers the right information
about the products including commissions, risks, and othes Eost

91 An innovative approach adopted in Mexico is the use of simulators and calculators where the
user can compare the different financial products and services offered by the different financial
institutions® Comparative tables with the characteristics of different financial seffieesl information

on commissions and net revenue of the different retirement funds administrators.

3 http://www.consar.gob.mx/normatividad/pdf/normatividad_ley sar.pdf

® http://www.cnsf.gob.mx/Normativa/Paginas/Acus2011.aspx

36 http://www.cnbv.gob.mx/Bursatil/Normatividad/Paginas/Casda8olsa.aspx

37

http://www.consar.gob.mx/normatividad/pdf/normatividad_emitida/circulares/DISPOSICIONES _de_agentes_pr
omotores.pdf

http://www.abm.org.mx/quienes/codigo.htm
http://www.amfe.com.mx/index.php?option=com_content&view=article&id=89&Itemid=63&lang=es

38

39 http://www.condusef.gob.mx

40 http://www.condusef.gob.mx

41 hitp://www.consar.gob.mx/principal/estadisticas sar.shtml
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Netherlands

92 Financial institutions that provide complex products, such as investment funds or investment
insurance, are obliged to provide the customer with this document in which information is provided on
costs, risks and return on investment. This document isatdindd and has a pre set format and structure,

this makes it easier for consumer to compare different products of different providers. The standardization
of the first version of the Financial Leaflet was limited and the leaflet consisted of several pages
Evaluation and consumer research showed that the leaflet did not have the desired impact. Therefore the
current version is more standardized:

93. The document is only two pages long and entails most essential information required for the
decision making process. The financial leaflet is considered as a first layer of information and provides
references to further information documents.

94. The authorized agent has a passive obligation to hand over the financial leaflet.

95. During the decisiommaking process a lot of consumers come to the conclusion that they need
help indeciding on what financial products they need and which provider they should choose. In order to
enabl e ¢ ons dmaking procesd endinancialosarvices the AFM is developing a standardized
document on financial services. Within this standardizecudhent people are informed on the services
provide in 5 different steps. Also the costs for these services are documented.

96. This document will be obligated as of the first of July 2013. Financial service prodaeiuse a
software program to generate a Financial Services Document.

97. A direct reason for developing a standardized document on financial services is the ban on
commissions. The ban on commissions causes dmsumer have to pay for financial services directly.
Therefore more contemplation on what financial services provider they choose might be triggered. In order
to enable their decisiemaking process concerning choosing a financial services provider tida&tsed
financial services document is developed.

98. With the FSD market parties were heavily involved in the design process. We construed an
Advisory panel which we consulted several times during the desigrealdbument. Especially in the

early phase of the design (determining what elements and what indicators to use for these elements) the
input of the Advisory Panel proved to be very constructive and helpful. Also on several occasions designs
were send out tthe panel for discussion. In the finalizing phases we consulted all market parties on the
content of the document. These suggestions improved the document and ensure user friendliness for
market parties.

99. In thefield of occupational pensions, members can find an overview of their total future pension
income from first and second pension pillar through a central website.

100 Pension providers all deliver standardized dataking sure that the estimated future pension
incomes from different schemes can be accumulated. An important assumption is that current way of
pension saving continues until the formal retirement age is reached. The websitekizowelland visited

by many scheme members. It aims at enabling members to assess whether pension saving in the basic first
and second pillars are sufficient, or not. Currently, the Ministry of Social Affairs and Employment in
collaboration with all stakeholders is developingttier this website and the quality of the information.
They develop a digital 60Pension dashboar do. I n a
the answers to theirtr key questions Owhat Ilgensior
important, it should be easy to understand what are appropriate financial decisions are and what options
members have if they conclude they save too little or cannot bear the risks.
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Portugal
Banking sector

101 In Portugal, a comprehensive set of regulations issued by Banco de Portugal (Notices and
Instructions) on information disclosure establishes information disclosure obligations at all stages of the
relationship with customers (po®ntractual, contractual arduiring the life of the contract). Information
provided to clients has to be true, clear and conffiiete

102 The following regulations apply:

Bank Accounts and Deposits

9 DecreeLaw No. 317/2009 of 30 October (transpo&SD)
9 Notice No. 4/2009

9 Notice No. 11/2005

Structured Deposits
1 DecreeLaw No. 2011A/2008 of 3 November
9 Notice No. 5/2009

Consumer Credit
1 DecreeLaw No. 133/2009 of 2 June (transposition of CCD)
1 Instruction No. 12/2013

Mortgage Credit

91 DecreeLaw No. 51/207 of 7 March
9 Notice No. 2/2010

9 Instruction No. 10/2010

Pricelists
1 Notice No. 8/2009
9 Instruction No. 21/2009

Payment services and instruments
1 DecreeLaw No. 317/2009 of 30 October (transposes PSD)
103 In Portugal, credit institutions have to make available, both online and at each branch, the

complete price list of fees using a harmonised template among the industry, which facilitates the
comparison between the fees charged by different institutioeslit@nstitutions cannot charge fees with

42 More information can be found imttp://clientebancario.bportugal.pt/Bff/Publicacoes/RSC/Paginas/RSC.aspx

fiBanking Conduct Supervision Repe200®
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an amount higher than the one disclosed in the published price list. The lists of bank fees of all credit
institutions are also available in a public website managed by Banco de Pdrtugal

104 The financial sector regulators publish leaflets and booklets on the characteristics of different
products, which are also available at the respective websites and at the websitdlatfaihal Plan for

Financial Education (NPFE) managey the three financial supervistrs

South Africa

Collective investment schemes

105 Section 3(b) of the Collective I nvestment Sc
provides ABef or e emwithean invegior infarnhaton that is neaessarg © Eenalde the
investor to make an informed decision must be given to the investor timeously and in a comprehensible
manner . 0

106. This requirement is currently monitatdy the industry association, ASISA however function
will be performed by regulator in future

Capital markets
107. JSE Equities Rules
9 Rule 8.10/ General standards of conduct
9 Rule 8.10.3 Disclosure to clients
108 Code of Conduct for authorised users (Notice 20 of 2005)
1 Section 4 Disclosure to clients
109 State Rules
1 Section 4 Conduct and ethics
1 Section 5 Duties of participants
110 The relevant regulations are published and av
Pension sector

111 Financial services providers or authorised agents are regaladeslipervised by the Registrar of
Financial Advisors and Intermediary Services.

3 Portal do Cliente Bancariowww.clientebancario.bportugal.pt.

4 http://www.todoscontam.pt
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Financial advisory & intermediary services

112 Sections 7 and 8 of the General Code of Conduct (Board Notice (BN) 80 of 2003) issued as
subordinate | egislation under the Financial Advi s

Spain

113 Banks in Spain are required to provide information on fees and interests to clients at any moment
ad for free in all banksd commerci al branches anc
Espana. Information must include, as a minimum, the reasons for charging them, the periodicity of
payment, the disaggregation of payments accordingymgat period and the annual percentage rate of
charge; in case the service is provided through an online device or ATM, it has to be provided for free
immediately before the provision of a banking service.

114 For the insurance sector, in order to increase the comparability among life insurance products:

1 information is provided to the policyholder regarding the expected rate of return for life insurance
products (excluding unit linked). The calculation of this yidhbdd take into account all the
costs related to the contract.

1 regarding unit linked products; poentractual information should clearly highlight the product
dependency on the performance of financial markets whose historical outcomes don’t entail
future profitability.

1 inthe field of health and funeral insurance, insurance undertaking should inform the policyholder
on a precontractual basis, on the criteria ruling both the renovation of the policy and the
calculation of net premiums on the forthcomiregipds.

Switzerland

115 To ensure that the rules of conduct and product documentation at the point of sale apply across
all sectors and without exception, they should be set out in a new law / legislation (fisandizs act).

On 19 December 2012 the Federal Council (government) adopted an overview of financial market policy.
All the measures outlined in the report aim to maintain and improve the quality, stability and integrity of
the financial centre. In autum®013, the Federal Council will submit for consultation a bill which
eliminates the shortcomings in Swiss consumer protection and takes account of international developments
in this area.

Turkey
Insurance sector

116 Regulation on Information Disclosure to the Consumers of Insurance Services, the distribution of
disclosure form to the insurance holder is mandatory.

Banking sector
117 Communiqué by the Central Bank of the RepublicTurkey (CBRT). BRSA circular 2011/1
forces Banks to disclose fees received for the services provided to individual customers through their and

BRSAba websites. ABank Cards and Credit Cards A
regulations haverovisions about the contracts between the Banks and the consumers.
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T ACommuni qu® on Principles to be considered i
(date: September 14, 2007) have provisions about providing customers about the risks of
electronicknki ng channels such as internet and mob

T AiBanking Lawo (no: 5411 date: November 1, 20
copy of loan contracts and requires banks to provide all documents about any transaction if
demanded.

118 The following key points are worth noting:

1 Maximum interest rates to be applied for credit card transactions are determined quarterly by the
CBRT and declared on the Official Gazette and

1 Public iswarned about higher interest rates applied for credit cards and they are advised to use
consumer loans rather than credit cards for their short term necessities via Financial Stability
Reports, press releases, speeches etc.

9 Banks publish fees received filie services provided to individual customers since July 2011 and
this information is also presented in BRSA website available for comparison. Data is updated
whenever a change occurs in the prices.

1 Contracts between the banks and credit and debit cardnoers are at least 12 point Font and
bold.

9 Banks give credit and debit card customers a copy of the contract.
Capital markets

119 Under the provisions of the relevant regulation, mutual funds, pension investoreld, f
investment trusts have to prepare prospectus and circular which include the relevant key information
before public offering of the units of the fund and shares. The prospectus, circular, fund rules and
periodical reports of the funds and of the irtw@nt trusts are available free of charge on the website of

the APublic Disclosure Platform (PDP)O. PDP i s al
notifications required by the capital markets regulations are publicly disclosed (wwwkép.go

120 From Intermediary Institutions side, Articles 13 of CMB Communiqué Serial: V, No: 46 on
Principles Regarding Intermediary Activities and Intermediary Institutions provides that intermediary
institutions @n not conclude a written agreement or provide services, unless the customers have signed the
ficapital mar ket activities risk notice formd expl
be determined by the Board. Under Article 57 ofshme Communiqué, intermediaries which will engage

in derivatives transactions with customers shall
ri sk notice formd is signed by such customers for

121 A similar risk notice form for leveraged trading is envisioned in Article 18 of Communiqué
Serial: V, No: 125 on Principles on Leveraged Trading and Institutions Engaging in Leveraged Trading.

122 The PDP is designed to allow everyone to have access to correct, timely, fair and complete

information about the listed companies, over the web simultaneously. PDP serves as an electronic archive
which allows eagand lowcost access to historical information.
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123 Within the framework of CMB's '‘Communiqué Regarding Principles of Submitting
Electronically Signed Information, Documents and Notifications to the POidiclosure Platform' and
'‘Communiqué on Principles Regarding Mutual Funds', disclosure requirements of mutual funds must be
fulfilled via PDP.

UK

124, FCA Principle 7 requires firms to have regard to the informatieeds of its clients, and
communicate information to them in a way which is clear, fair and not misleading.

Investments

125 The relevant rules appear in COBS. They require firms to give consumers a doeufegnt
Featres- before the purchase is concluded.

126. The content and some presentational aspects of the document are prescribed in COBS. Broadly
Key Features must set out the aims of the product, the risks involved, algesho be taken and the
commitment that the consumer will be making.

127. The way that charges are explained is closely prescribed in COBS and is known as an

6il lustrationé6. It u s eamnesdbasedaon hssuinedtgeowth ratss tooshow pawo j e
charges can affect the return on the product throughout its life. Often, in the case of life and pension
products, a consumero6s personal information is us

Mortgage sector

128 The relevant rules appear in MCOB. They prescribe a standardised and personalised mortgage
disclosure documentthe Key Facts lllustration (KFI) detailing the product cost, features and risks.

129 Consumers can request this at any time, but in any event must receive a copy with any
recommendation or with time to consider before applying for a mortgage. The relevant rules appear in
MCOB.
Norrinvestment insurancgector
130 The relevant rules appear in ICOBS. They are split into a number of different sections:

9 Distance marketings peci fi c di scl osure r ul dodacdsalas). Adi st al

9 Status disclosar

131 For sales of protection policies there are additional rules requiring intermediaries to disclose the
limits of the service provided.

132 Statement of demands and needsitermediaries are required to provide customers with a
statement setting out their demands and needs and the reasons for any advice given.

133 Product information There is a higHevel requirement requiring all firms to take reasonable

steps to ensure that a customer is given appropriate information about the policy to make an informed
decision.
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Other information (Gl)- Firms are also required to give Gl customers other infoomat
including information on the applicable law, complaints handling processes and cancellation
rights.

Other information (pure protectior)Firms are also required to give pure protection customers
other information both before and after the conclusibthe contract.

Other information (protection} There are further disclosure requirements for firms selling
protection policies.

Banking sector

134

The UK has established a Banking and Payments Regime whiah bed. November 2009. The

regime comprises of the following elements:

T

136.

BCOBS;

the Payment Services Regulations (PSRs); and
the Electronic Money Regulations (EMRS).
BCOBS contains rules and guidance on:

communi@tions with banking customers and financial promotions must be fair, clear and not
misleading;

distance communications;

information to be communicated to banking customers (both before and after the customer is
bound by the terms of the contract) mustperopriate and must be provided in good time, in an
appropriate medium and in easily understandable language and in a clear and comprehensible
form so the customer can make decision on an informed basis, including statements of account
where appropriateggnd

cancellation information, including the right to cancel and the effects of cancellation.

Guidance indicates that the information required may vary, taking into account the overall

complexity, main benefitsigks, limitations, condition and duration of the product or service.

137.

The PSRs and EMRs require firms to provide users with a range of information (for example,

pre-contract information, such as terms and condgiand post contract information such as amount and
currency of payment) and there are various provisions regulating the rights and obligations of payment
service users and providers (for example, firms are prevented from deducting charges unless otherwise

agreed).

%5 The FCA is the competent authority for both the PSRs and the EMRs.
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1.2 INFORMATION ON MATERIAL ASPECTS OF THE FINANCIAL PRODUCT
Australia

138 In Australia, a PDS is prepared by, or on behalf of, the issuer or seller of the financial product

and must contain sufficient infmation so that a retail client may make an informed decision about
whet her to purchase a financi al product. PDSb6s ir
about the issuer, benefits, risks, costs, return, dispute resolution and abliogallow the investor to

make an informed decision

139 The Australian Government has prescribed certain features of disclosure, such as headings and
the order of the headings (for example, fees, risks, ben&ditspDS documents for certain (simpler)
products, to make them comparable and easy to read for consumers.

Canada
Banking sector

140 To assist consumers in making informed choices, legislative provisions religitesure of

terms and conditions related to credit, such as interest rates, fees and minimum payment. In addition,
feder al financi al institutions are required to p
credit contract.

141 To help Canadian borrowers better manage their finances, regulations relating to credit
agreements, including lines of credit and credit cards, came into force iff°20Hdkse regulations require
federally regulated financiahstitutions to:

1 Provide clear information in credit contracts and application forms through a summary box that
sets out key features, such as interest rates and fees;

1 Help consumers manage their credit card obligations by providing information on thé time
would take to fully repay the balance, if only the minimum payment is made every month; and

1 Mandate advance disclosure of interest rate increases prior to their taking effect, even if this
information had been included in the credit contract.

142 Federal financial institutions must also disclose the manner, if any, in which the holder may use
the card to avoid any charge, and the maxi mum amo
cards that havbeen lost or stolen.

143 To provide consumers with enhanced information about their mortgages, the Code of Conduct for
Federally Regulated Financial Institutiondlortgage Prepayment Information requires federarfaial
institutions to explain the differences between mortgage products, including ways to pay off a mortgage
faster without incurring penalties. The Code also requires more information on how prepayment charges
are calculated.

4 http://www.fcacacfc.gc.ca/eng/partners/campaign/rulescc/irgiey. asp
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Securities sector

144, Canadian regulators expect registrants to present disclosure information to clients in a clear and
meaningful manner in order to ensure clients understand the information presented. Registrants should
ensure that investsrcan readily understand the information. These requirements are consistent with the
obligation to deal fairly, honestly and in good faith with clients.

France
Banking sector

145 ACP has enhanced disclosure and tpansncy regimes for time deposit accounts and loans
exposed to exchange rate risk.

146, ACP Recommendation on the marketing of time deposit accountsR20220f 12 October

2012: The ACP recommends that to issue @udent separate from the contract itself, to provide clients
with explanations before they enter into one or more time deposit account, in a clear, apparent and
understandable manner.

147. ACP Recommendation on thearketing to individuals of loans exposed to exchange rate risk
2012R-01 of 6 April 2012: The ACP recommends that the information provided to the borrower enables
him/her to properly understand all of the risks associated with loans that are exposeédngexate.

Securities sector

148 The French Autorité des marchés financiers reminds distributors of their responsibilities when
selecting products offered to individual customers. It further reminds thenmto&eting particularly

complex products may lead them to breach their professional obligations. Moreover, the AMF requests that
marketing documents for products with a high-sie I 1 i ng ri sk should carry t|
AMF considers this prodtitoo complex to be marketed to retail investors and has not therefore examined
the marketing docume n t05ondmarkefnll&f complex ifitamcial instridident2 0 1 0
Document created on 15 October 2310)

149 The AMF has published a best practice Guide for marketing to help investment services
providers produce non misleading information (Reference : AMF positioommendation 201247 A

Guide to drafting CIS marketing materials and distributing iC[®cument created on 23 December 2011
and amended on 7 December 2d%2)

Insurance sector
150 ACP enhanced special disclosure and transparency regimes for different subjects such as unit

linked life insurance policiesomposed of complex financial instruments or life insurance policies linked
to funeral payment plan.

4 Reference textsArticle L.53311 up to L.53313 of the Monetary and Financial Code (in French oAlyicle

L.541-8-1 of the Monetary and Financial Code (in Frenaolyp Articles 31433 to 31436 of theGeneral
Regulation Article 31410 of the General RequlatioArticle 31418 of the Gaeeral RequlationArticle 3255
of the General Reqgulation

48 Reference textdArticle L.533-12 of the Monetary and Financial Code (in French oiylicles 31410 to 314

17 of the General Reqgulation
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http://195.46.203.70/en_US/Reglementation/Reglement-general-et-instructions/Reglement-general-en-vigueur/Reglement-general.html?category=Book+III+-+Service+providers%2FTitle+I+-+Investment+services+providers%2FChapter+IV+-+Conduct+of+business+rules%2FSection+3+-+Information+to+customers%2FSub-section+1+-+Characteristics&currentLivreRG=3

151 ACP Recommendation relating to the marketing of-linked life insurance policies composed

of complex financihinstruments, 201:&R-01 of 15 October 2010. ACP reminds insurers and insurance
intermediaries of their responsibilities in terms of information and advice provided to
customers/subscribers with regard to financial instruments serving as units of account.

152 ACP draws the attention of insurers and insurance intermediaries to the objective criteria for the
risk of misselling of life insurance policies based on complex financial instruments.

153 ACP Recommendation on the marketing of life insurance policies linked to funeral payment
plans n° 2014R-04 of 15 June 2011. ACP recommends to improve information and transparency in the
marketing of life insurance policies linked to funa | payment pl ans, and to dr
listed points.

Germany

154, Pursuant to section 31 paragraph 3 Securities Trading Act (Wertpapierhandelsgégaiss)
investment services enterprises are neglito provide clients in a comprehensible form and in a timely
manner with information reasonably appropriated for these clients to understand the nature and risks of the
types of financial instruments or investment services that are being offered ondgeinand to take
investment decisions on this basis. This information may be provided in a standardized format. The
information must relate to

9 the investment services enterprise and its services;

1 the types of financial instruments and proposed investrstiategies, including the risks
associated therewith;

9 the execution venues; and
9 the costs and associated charges.

155 The Supervisor (BaFin) checks whether the prospectus contains the minimum information
required bylaw and whether it has been written in a readily comprehensive manner.

Hong Kong

156, Banks / LCs should make adequate disclosure of relevant material information in their dealings
with their customers’

157. The SFC Handbook for Unit Trusts and Mutual Funds, Investineked Assurance Schemes

and Unlisted Structured I nvestment Products (fiSF(
authorization of prodtts (covered by the SFC Product Handbook) and their offering documents. SFC
authorized funds, investmelimked assurance schemes and structured investment products that are
mar keted to the public in Hong Kotogrovideimvésiorewithi vel vy
product key facts statements (KFS) and offering documents that satisfy the requirements under the

4 GP 5 of the Code of Condudtttp://en

rules.sfc.hk/net_file_stoheew_rulebooks/h/k/HKSFC3527 1868 VERZ20.pdf
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applicable product code contained in the SFC Pr oc

the SFC?

158 The offering documents of Products should contain the information necessary for investors to be
able to make an informed judgement of the investment and, in particular, shall meet the disclosure
requirements under the applicableodict Code. All key features and risks of the Products shall be
highlighted for investors prominently in a succinct manner and where a Product is being offered on a
continuous basis, its offering documents shall be updated in accordance with the reqsiseteut in the
applicable Product Code.

159 It is mandatory to prepare product summaries in the form of a KFS for all Products, regardless of
the channels of distribution. The KFS shall be clear, concise ant lshatapable of being easily
understood by investors. Among other requirements, A KFS shall contain information that enable investors
to comprehend the key features and risks of the Product and shall be prepared in a format that facilitates
comparison wittother Products.

160 It is mandatory for banks /LCs to distribute KFS / IFS to customers in relation to sale of certain
investment products, regardless of the channels of distribtiti®uch statements provide cise product
summaries written in plain language to help investors understand the key features and risks of the products.
KFS templates and IFS templates are provided to facilitate more standardised disclosure across
intermediaries?

161 Term sheets may be used for certain investment products to summarise the key terms and
conditions.

162 It is mandatory for banks/ LCs to distribute KFS and the offering documents to cliemtsopr

at the point of sale for products authorised by the SFC under the consolidated SFC Handbook for Unit
Trusts, Mutual Funds, ILAS and Unlisted Structured Investment Products, regardless of the channels of
distribution.>®

163 In general, the CoBP requires banks to make readily available to customers written terms and
conditions, details of fees and charges, interest rates, and general descriptive information about the
operation and t he ddiabistiesonthe usé of a lsabking sgraidei ons an

164 Banks are also required to provide to customers some specific information of loans and
mortgages which is of significance to them. For example, the principal @nochsconditions of any
loans/mortgages are required to be provided to customers upon applications or in subsequent offers.

165 The HKFI sets out minimum standard of product disclosure by devising standard illusteattbn
specimen policies. For life insurance this includes the following:

%0 SFC Product Handbookittp://enrules.sfc.hk/en/display/display main.html?rbid=3527&element_id=3038
51

HKMA circulars of 17 May 2011(http://www.hkma.gov.hk/media/eng/doc/kéformation/guidelinesand
circular/2011/20110517el.gdhd 18 April 2011  (http://www.hkma.gov.hk/media/eng/doc/key
information/quidelinesandcircular/2011/20110418e1.9df

%2 KFS templates http://www.sfc.hk/web/EN/regulatorfunctions/products/produetuthorization/productkey-

factsstatements.htrpland IFS templates (see Annexes 1 anthtgy://www.hkma.gov.hk/media/eng/doc/key
information/quidelinesand-circular/2011/20110418e1.9df

3 SFC circular dated 28 May 2010:
http://www.sfc.hk/edistributionWeb/gateway/EN/circular/intermediaries/supervision/openFile ?refNo=H578
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Y Standard lllustrations of Netdnit Linked Product¥
§  Standard lllustrations for Universal Life (Ndinked) Policies”

166 These documentgrovide illustrations summary of the benefits of respective life policies with
different rates of return, disclosure of charges and other material facts / assumptions.

167. For general insurance, HKFI devised varicg@ecimen contracts of insurance policies for
statutory insurance busine$s;

f Building Ownersdéd Corporation Third Party Liab
9 Commercial Vehicle Insurance Policy
T Empl oyees6d Compensation I nsurance Policy

168 These standard illustrations and policies would provide policyholders clear, sufficient, reliable
and comparable information.

169 For Investment i nked Assurance Schemes (drmedi@sShasto pr od:
distribute product KFS, Principal Brochure and marketing materials of the product(s) to the applicant.

Hungary

170 The Hungarian FSA considers it best practice for financial organisations to cattehgon of
consumers both verbally and in writing to the consumer protection website of the HFSA, and the available
information, product descriptions and internet based applications aiding product comparison (credit
calculators, household budget caltiga programs etc.). Financial organisations should also add on their
home pages a |ink to the HFSAGs consumer protec
importance that financial organisations cooperate as responsible service providers @ makime HF SA 6
consumer protection information publications available. To facilitate this, financial organisations should
present these publications in their customer service areas, and call attention to them.

171 It is good practice for insurance companies and independent insurance intermediaries to develop
clearly understandable, transparent and easily manageable summaries or abstracts (preferably no more than
two to three pages) that contain the key parameters tfinked life insurance and clearly highlight the

key contract el ement s, i n ordemkingo promote custon

Ireland

172 The Provision of Information and Advertising Chapters of the 2012 Code of Conduct in Ireland
includes a series of requirements around information disclosure and the display of warning statements.
The requirements around warning statements are intendeghiight the risk factors attaching to various
products and services and ensure that consumers receive balanced information in relation to products or
services. All the warning statements required by the Code must be prominent, i.e. they must beiim a box,

54 http://www.hkfi.org.hk/download/e tip.policy05.life02.pdf

55 http://www.hkfi.org.hk/download/e tip.policy05.life02.pdf

% The section of iStandar d I nsurance Policiesbo
http://www.hkfi.org.hk/en_download.htm#
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bold type and of a font that is at least equal to the predominant font used throughout the document or
advertisement. Warning statements are only required where the advertisement refers to the benefits of a
particular product.

173 I n terms of enhanced disclosure and transpar
2012 Code includes specific disclosure requirements (provisiongt&a3lfor the following:

i1 Credit

9 Insurance Products

1 Lifetime Mortgages & Hme Reversion

9 Investment Products
Israel
174 The Banking (Customer Service) Law, 198&specially section 5. Enhancement of disclosure:
The Bank of Israel requires banking corporations to give enhanced disclagureegards to housing
loans: Proper Conduct of Banking Business Directive i4&kanting a Housing Loan Procedures. Banks
are expected to supply customers with effective disclosure regarding the material aspects of transactions.
Italy
Banking sector
175 In Italy, consumers must be provided free of charge with adequate information in good time
before they enter into a relationship with a financial services provider or an authorized agent. The
information has to be cqaptete (i.e. it must encompass all risks, costs and other relevant information),
concise, clear, accessible, not misleading. Detailed rules and recommendations are established in other to
ensure that documents are drafted in an understandable way. Speleficconcern the way the
information has to be provided on the website of the financial services providers. Rules on disclosure apply
regardless whether a service is marketed directly by the financial service provider or through an authorized
agent. Wherthe contract establishes terms which are less favourable to the consumer than those disclosed
in the precontractual phase, the latter apply.

176 The Bank of Italy in 2009 adopts a targeted approach according poititiple of proportionality
and distinguishes three classes of clients:

1. consumersi.e. natural persons who act outside the scope of their profession or business
(definition drawn from EU legislation);

2. retail clients which include consumers, mieemterprises, no profit organizations;

3. other clients.

177 Rel ations with Aconsumerso (1) are regulated
and Gui des. Rel ations with fasetoarulés wiidh isdesstdstailed ( 2 )
although quite intrusive. Relations with Aother c
178 Information is standardised for the most common products psgdhbBy consumers: current

accounts, mortgages and consumer credit. This allows simple language, comparability of information,
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prioritization of information according to its importance. Information on risks is prioritized and indicated

in the first sectionof information sheets, after the basic data on the financial services provider. This
general rule is not applied to some services whose regulation has been harmonised at EU level, whereby
the information on risks is provided according to the relevant kdep of legislation within the
information sheets.

179 For current accounts and mortgages, ri sks art
adequately informed) are explained in detail in Guides which have defied by the Bank of Italy for
consumers. These Guides are distributed in all branches of financial services providers, are published on
the website of financial services providers and of the Bank of Italy, must be provided to consumers if they
enter nto a relationship with financial services providers outside branches or using distance
communication tools.

180 A cooling-off period is provided for in case of distance marketing, doaloor selling, and
credit toconsumers.

181 In standardizing information sheets, the Bank of Italy avails itself of statistical surveys in order
to:

9 prioritize information on costs (costs which account for a significantly the high percentidoge of
overall costs incurred into by clients are evidenced in information sheets);

9 cluster the population in order to target specific information (e.g. calculating the average cost of a
given banking account for each class of consumers according to ttegawee of banking
services for each cluster).

182 Furthermore the Bank of ltaly avails itself of experts in communication in order to draft
documents in a simple and basic language.

Investments

183 For investment and asset management services, intermediaries must provide customers or
potential customers with a general description of the nature of risks involved with the financial instruments
concerned, in particular taking ind@count the customer category as a retail or professional customer.

184 The description must illustrate the characteristics of the specific type of instrument involved,
together with the risks related to such insients, in sufficient detail to allow the customer to adopt
informed investment decisions.

185 The description of the risks must include, where relevant to the specific type of instrument, and
the status and levef awareness of the customer, the following elements:

1 the risks related to the type of financial instrument, including an explanation of its effect and
impact, together with the risk of total loss of the investment;

9 the price volatility of such instrum&nand any related liquiditymits;

" Pursuant to article 31 of Consob Regulation n. 16190/2007
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9 the fact that an investor might assume, as a result of transactions on such instruments, financial
commitments and other additional obligations, including potential liabilities, further to those
relating to the purchasmst of the instruments;

1 any marginal requirements or similar obligations applicable to such instruments.

186. Where it is likely that the risks relating to a financial instrument or combined financial
transactionnvolving two or more different financial instruments are greater than the risks relating to the
individual components, the intermediary must provide an adequate description of the individual
components and the manner in which their interaction increages ri

187. When financial instruments incorporate a third party guarantee, information relating to said
guarantee must include sufficient detail regarding both the guarantor and the guarantee, so that the retalil
custoner or potential retail customer may correctly evaluate the guarantee.

Japan

188 Financial services providers should pay close attention to the following points when they provide
their customers with material informab n t hat coul d affect the customer

1 Whether a financial services provider has identified and categorized transactions with the risk of
conflict of interest in advance; and

1 In cases where a financial services provider conducts managementfigingdlie customer of
the risk of conflict of interest, whether the customer is provided with appropriate explanation,
depending on the customerés attributes, so tt
the potential conflict of interest anket reasons for choosing the management method (including
reasons for not choosing other methods), before the customer concludes a contract for the

transaction; and
1 Whether the font size of text used to indicate benchmarks whose movements could cauyse losses

such as interest rates and prices, the risk of losses and the reasons for them, the risk of the loss
amount exceeding the principal amount, and the direct cause thereof, is not markedly different
from the largest font size of text used in the same adearent.

Luxembourg

189 Relevant regulations include the following;

Law of 5 April 1993 on the Financial Sector

GrandDucal Regulation of 13 July 2007

Law of 10 November 2009 on payment services

Law of 8 April 2011concerning the implementation of a Consumer Code

= = =4 =4 =4

Law of 17 December 2010 relating to undertakings for collective investment
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Mexico

190 The LTOSF states that it is mandatory for financial services providers toataltwb financial

indicators for informational and comparison purposes: the CAT that is the total annual cost of a credit or
loan expressed as an annual percentage rate that incorporates all its costs and expenses. Likewise, the
GAT is the Total Annual Bt Revenue expressed as an annual percentage rate that incorporates the
capitalized nominal interests, less all costs associated with the opé&tation.

191 The LPDUSEF in its Chapter Il, states that Condusef will disseminate information among users on
the different services offered by financial institutions. In order for this, the National Commission may
request all financial institutions information regarditige general characteristics (rates, commissions,
costs, risks) of the different products offered to usérs.

192 The Rules of CONDUSEF applicable to Financial Institutions, indicate in Article 45 what are the
elemelts that information leaflets and web pages of financial services providers should have related to: (i)
general description of the product or service, (ii) costs and commissions (including CAT), and (iii) risks.
The purpose of this is that users can compasducts offered by different financial services provid®rs.

193 The Regulation of the Law of the Retirement Savings Systems states that the commissions that
the retirement funds administrators charge have tatelated over uniform bases and that they have to

be same for similar services offered by different investment funds. It also states that administrators can
only charge fix commission on certain types of services provided.

194 The LSAR states that in case of an increase of the commissions, administrators should physically
deliver in the address of the workers a notification of the increase 30 days before it enter irifo force.

Netherlands

195 In order for disclosure to be effective on the decisimking processes of consumers the
Netherlands focuses on the prevention of information overload (not all information to be presented at
once). The Netherlands is of the opinion th&drimation should be layered and should distinguish between
Must know, Need to know and Nice to know in order to enable deaisaking by consumers on financial
products or services.

196 Both standardised documemsich are mentioned above (FL and FSD) are designed to entail
Must Know information. Within the document references are made to other information documents with
more detailed information that can support their decisiaking process.

197. In November 2012, the AFM announced the wish to develop a total cost of ownership model in
consultation with market participants, in order to give investors better insight in the total costs of investing.
Based on research into thests of investing, the AFM found that investors have a lack of insight in the
total costs of investing meaning both direct costs that the investor pays to investment firms and indirect
costs included in investment products. This can be problematic deecasts have a major effect on the
return and are therefore important for every investor. The AFM has proposed that investment firms present

8 http://www.condusef.gob.mx/PB&marco_juridico/ley _transparencia ordenamiento.pdf

%9 http://www.condusef.gob.mx/PB&marco_juridico/ley condusef.pdf

0 http://www.condusef.gob.mx/PB&marco_juridico/disposicion_entidades financieras.pdf

1 hitp://www.consar.gob.mx/normatividad/pdfireglameletp sar.pdf

%2 nttp://www.consar.gob.mx/normatividad/pdf/normatividad_ley_sar.pdf
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these costs by way of a total cost of ownership. By means of a discussion paper the AFM has invited
market partigbants to constructively participate in developing such concept.

198 The AFM intends to start further discussion with the market on this matter in the course of 2013

199 In cooperation with EIOPA, the AFM has developed a checklist for translation of behavioural
finance in practice: on how people process information and make financial decisions regarding retirement
planning. Also we have collected good practices on informatiovigiom. The checklist can now be used

to see whether existing documents fulfil these criteria and at what points documents are not helpful to
consumers in decision making processes. Besides these transparency approaches, the Netherlands have
also introducd rules on the development of financial products and instruments per January 1, 2013,
encouraged by the fact that many consumers in the Netherlands have been confronted with financial
products that did not meet their expectations because of flaws iniihpraducts and flaws in the selling
process. Transparency and selling rules have so far not sufficiently addressed these problems. The AFM
focuses on a crossectoral approach and of regulation and supervision that relates more to the product
developmenprocess (including its outcome) rather than requiring (prior) product approval by regulators

Portugal

Banking sector

200 Banks are required to provide information in a-poatractual phase (through pricelists and
Standardised Information Shegts the contractual phase (through the contract) and during the execution
of the contract (through statements).

201 Standardised Information Shedtgith standardised format armbntent by product, defined by
Banco de Portugal) have to be provided by credit institutions at trepteactual stage when selling bank
deposits, mortgage credit or consumer credit. This Standardised Information Sheet has a complete
description of thecharacteristics of the product (costs, risks, etc.), with the purpose of facilitating
comparison between the proposals presented by the different institutions for a conscious and informed
decision by the customer.

South Africa

Collective investment schemes

202 Relevant regulations

1 s. 100 stipulates the information that should be published / disclosed in marketing and advertising
material, as well as price lists

1 s.90(4) the requirement to lodge all promotional mdteiiid the registrar
Capital markets
203 JSE Equities Rules

 Rule 8.10.3 Disclosure to clients

1 Rule 8.20- Advertising

35



204 Code of conduct for authorised users (Notice 2D085)

i Section 4 Disclosure to clients

i Section 7 Advertisements
205 Securities Services Act 36 of 2004

9 Section 22 Undesirable advertising and canvassing relating to securities
Pension sector

206. Financial services providers or authorised agents are regulated and supervised by the Registrar of
Financial Advisors and Intermediary Services.

Financial advisory & intermediary services
207. Section 7 and 8 of the General Code of Conduct (BN 80 of 2003)
Insurance sector

208 Longterm Insurance Act No. 52 of 1998: 48. Summary, inspection and copy of poligyA
person who enters into or varies a lgagn policy, other than a fund policy and a reinsurance policy, shall
be provided in writing or in another form prescribed by the Registrar, by theédamgnsurer concerned,
with information, in the form of a summary, relating to at least the followiatiers, namely:

1 those of the representations made by or on behalf of that person to the insurer which were
regarded by that insurer as material to its assessment of the risks under the policy;

1 the premiums payable and the policy benefits to be providddruhe policy; and

9 the events in respect of which the policy benefits are to be provided and the circumstances (if
any) in which those benefits are not to be provided, and shall be provided with that information
as soon as possible, but not later thand&®s after the parties enter into or agree to vary the

policy.

209 Shortterm Insurance Act No. 53 of 1998: 47. Copy of policy and inspection of policy retords.
(1) A person who enters into or varies a sterin policy which constitutes personal lines business, other
than a shofterm reinsurance policy, shall be provided by the stawrh insurer concerned, within 30 days
after so entering into or varying the policy, with a copy of the document which embodisanthect of
shortterm insurance concerned.

Spain
210 In Spain all the information deemed necessary must be provided before signing a mortgage

contract. It shall be available free of charge in all branches at meyiti all branches and web pages of
banks and the central bafik.

%3 Art. 20 Ministerial Order on Transparency and Protection of Banking Services Customers (Orden

EHA/2899/2011, de 28 de octubre transparencia y proteccion del cliente de servicios banedez®ss
Guide to Mortgage Credit drafted by the Banco de Espana
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211 Spain has frontloaded the implementation of provisions foreseen in the future Credit Mortgage
Directive and has already introduced standardizeshdofor mortgages. Besides, such standards do not
only cover specific forms for a given client (Ficha de Informacién PersonalifB&R) but also for any
client on a precontractual basis (Ficha de Informacion Precontraéta?RE). Both types of formsust

be offered to all clients, free of chal‘ije.

212 The client can ask the entity for a binding offer after both parties have shown their willingness to
sign a mortgage contract, an appraisal of the property resdglbeen provided and the financial capacity

and legal situation of the property have been properly checked. Such offer shall be provided under the
FIPER format, which will additionally specify that the offer is binding as well as its validity period
(minimum of 14 days}’

213 On interest rate risk, hedging instruments shall specify whether they include a ceiling and/or floor

clause, their duration (and eventually the conditions for its extension), whether afgdidable (as well

as its value), whether periodic settlement will apply (specifying various interest rate scenarios), whether a
penalgg/ applies in case of early termination, as well as any other information imposed by the Central
Bank.

214 In case a mortgage contract includes limits to the variations of interest rates, such as a floor and
ceiling clause, an annex of the FIPER will include the minimum and maximum rates applicable as well as
the maximum and minimumepayment instalmenfs.

Turkey
Banking sector

215 BRSA circular 2011/1 forces Banks to disclose fees received for the services provided to
individual customers through t Whereveraahadge &@&ushdha we b
prices.

216 ADebit and Cr edi-tegul&tians Have prfocisions alzout the coniracts between
the Banks and the consumers.

217. ACommuni qu® on Principles to be considered i
has provisions about providing customers about the risks of electronic banking channels such as internet
and mobile banking and ATMOs.

218 Banks publish fees received for the services provided to individual customers since July 2011 and
this information is also presented in BRSA website available for comparison. Data is updated whenever a
change occurs in the prices.

8 Art. 21 and 22Ministerial Order on Transparency and Protection of Banking Services Customers (Orden

EHA/2899/2011, de 28e octubre, de transparencia y proteccion del cliente de servicios banGtavosjexes
land Il)

Art. 23 Ministerial Order on Transparency and Protection of Banking Services Cudd@er®©rden
EHA/2899/2011, de 28 de octubre, de transparencia gguidin del cliente de servicios bancarios)

65

% Art. 24 Ministerial Order on Transparency and Protection of Banking Services CustomersBTO (Orden

EHA/2899/2011, de 28 de octubre, de transparencia y proteccion del cliente de servicios balmtarina}ion

67 Art. 25 Ministerial Order on Transparency and Protection of Banking Services CustomersBTO (Orden

EHA/2899/2011, de 28 de octubre, de transparencia y proteccion del cliente de servicios bancarios)
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219 Contracts between the Banks and credit and debit card customers are at least 12 point Font and
bold. Banks give credit and debit card customers an example of the contract.

220, FAQ sectim on BRSA website provides financial customers with some of the risks and benefits
of financial products such as derivatives, deposits and government bonds.

Capital markets

221. Material aspects of the financial prads are written in the prospectus and circular, which is a
short form of the prospectus, and abstract information regarding the product is given in the circular.

222 The prospectus and the circular are availatde bf charge where the units of the funds are sold
to the investors.

223 Paragraph 1 of Article 19 of Communiqué Serial: V, No: 125 on Principles on Leveraged Trading
and Institutions Engaging in Leveraged Trapregulate the basic principles intermediaries engaging in
leveraged trading should adhere to in designing their web sites. Such intermediaries shall disclose to the
public on their web sites, including but not limited to the following:

1 The kind of servies they are licensed to provide
1 If applicable, information regarding financial institutions they represent

1 Basic components of leveraged trading and minimum risks borne by investors engaging in such
activities

1 Specifications of the trading platform utilizén leveraged trading activities, such as risks, safety
measures and alternative methods of order management

224, Paragraph 2 of Article 19 of Communiqué Serial: V, No: 125 on Principles on Leveraged Trading
and Insitutions Engaging in Leveraged Trading necessitates intermediaries to disclose to the public on
their web sites percentage distribution of investor accounts in profit and in loss every last day of a quarterly
period.
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1.3 APPROPRIATE INFORMATION SHOULD BE P ROVIDED AT ALL STAGES OF THE
RELATIONSHIP WITH THE CUSTOMER

Canada
Banking sector

225 To ensure consumers have the information they need, the federal financial institution statutes
require federally regulated finaial institutions to disclose to consumers the terms and conditions on
financial products and services before entering into an agreement, and at relevant points of time.
Legislation, regulation, and industry codes of conduct apply to products such @sagreg@ments
(including credit cards, lines of credit and mortgaffedeposit account$ debit card®, other deposit type
instrument§' and principle protected notésmong others.

Securities sector

226 Issuers are subject to disclosure obligations at the moment of authorization and on an ongoing
basis. Once an issuer obtains a receipt for its prospectus in any province or territory, it becomes a reporting
issuer. It must publish periodic financial statts and inform the public of any material change in its
affairs on a timely basis. A copy of an issuer6s
from the issuer and on the SEDAR website. SEDAR is the official site that provides axoesst public
securities documents and information filed by public companies and investment funds with the CSA in the
SEDAR filing system.

2217. Continuous disclosure review programs undertaken by CSA membergoainsure that
investors have accurate and timely information about public companies on which to base their investment
decisions.

228 Section 14.2 of NI 3103 prescribes a specific discussion about risk in investatean early
stage of the clieategistrant relationship (RDI)

Chile

229 In Chile customers must receive a standardized monthly staténoere that is very similar to
those emitted for credit cards and for consutbans and mortgages. Regarding other financial products,
the requirement for the customer to receive a monthly, quarterly orasemal statement will depend on
the type of product or whether a transaction was recorded.

230 For brokers subject to supervision of the Superintendence of Securities and Insurance, the
regulation stipulates that they provide a set of records that allows the customers to know the form, timing
and conditions under which their purchasing aate orders were executed. The records should include
information on the account used, the transaction pricé-vis the market price, whether the counterparty

to the transaction was related or not to the broker, the commissions paid, etc., withking ways from

the date of execution of the respective order, or on a monthly basis provided the consent of the customer.

% http://lawslois.justice.gc.ca/eng/requlations/S@R01-101/index.html

8 http://lawslois.justice.gc.ca/eng/reqgulations/S@R01-101/index. hml

0 http://www.fcacacfc.gc.ca/eng/industry/obligation/code Cond/debitCard Godpasp

T http://lawslois.justice.gc.ca/eng/regulations/S@B11-98/index.html

2 http://lawslois.justice.gc.ca/eng/regulations/S@B08180/index.html
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Meanwhile, in the case of stock brokers that offer escrow services, they should send their customers a
"Monthly Statement of movementd balances" on the securities held in custody. Similar information
must also be provided to customers of portfolio management services.

231 In the case of mutual funds subject to supervision of the Superintender@scurities and
Insurance, the regulation states that managers must send proof of contribution when using remote means
for subscription of shares, which should contain information about the fund and the date, time and amount
of the contribution.

232 According to regulation of the pension system, the AFP must communicate to members every
four months, all movements recorded in their personal accounts (movements in the mandatory individual
account, voluntary contribiains, agreed deposits, and collective voluntary pension savings in the different
pension funds), and the member may request a detailed account statement of these movements in his/her
AFP affiliate.

233 Overall, therds a regulation that specifies the form and content of the bank and nonbank credit
card monthly statements on a monthly and the quarterly communications for consumer loans and
mortgages®

Czech Republic

234 Precontractual information should be focused on key information given in a standardised and
understandable format (given the fact that consumers” financial literacy is not perfect). Then, in the course
of contractual relationship / duration of the contraochstimers should be informed about all significant
changes and about the results of the product performance. Some information need not be provided
automaticaltbkeguastdbheefome i s sometimes sufficient

France

235 As a general principle article 1135 of the civil code states that agreements require not only what

is expressed, but also all the consequences which equity, usage or law, require. French regulation stands
that appropriate information should be pded at all stages of the relationship whether in insurance or
banking sector.

Banking sector

236. Regular information should be given periodically (i.e. each month, quarter) concerning the
situation of deposit accou(Article L314-14 |. and articles L3121-1 and L31414--French Monetary and

financial code) or a consumer credit agreement (Article £ tonsumer code)

Insurance sector

237. A Regular information should be giveendically to the policy holder Articles L1322, A132
7, R1134 of insurance code.

Germany

238 According to section 6 paragraph 1 Insurance Contract Law (Versicherungsvertragdfésatz
information has to be pvided in the following way at all stages:

3 Regarihg deposits, article N° 31 of Decree Law N° 3.500 of 1980

40



9 If the difficulty in assessing the insurance being offered or the policyholder himself and his
situation gives occasion thereto, the insurer must ask him about his wishes and needs and, also
bearing in mind an apppriate relation between the time and effort spent in providing this advice
and the insurance premiums to be paid by the policyholder, the insurer shall advise the
policyholder and state reasons for each of the pieces of advice in respect of a pentictdace.

1 Before the contract is concluded, the insurer shall provide the policyholder with the advice in
writing, clearly and comprehensibly stating reasons. This information may be provided verbally
if the policyholder so wishes or if and insofar as ifisurer guarantees provisional cover. In such
cases the information shall be provided in writing to the policyholder without undue delay as
soon as the contract has been made; this shall not apply where a contract is not made and to
contracts in respedf provisional cover in the case of compulsory insurances.

1 The obligation under subsection (1), first sentence, shall also apply after the contract has been
made for the entire term of the insurance agreement insofar as it is clear that the insurer
recognges that the policyholder requires information and advice. The policyholder may in
individual cases waive the right to advice by written declaration.

9 If the insurer breaches an obligation under subsections (1), (2) or (4), he shall be liable to
indemnify he policyholder for any loss or damage resulting there from. This shall not apply if
the insurer is not responsible for the breach of obligation.

Securities sector

239 Investment services enterprises must always, takewriting, the minutes when providing
investment advice to retail clients. The minutes are to be signed by the person providing the investment
advice; the client shall be provided with a copy of the minutes, on paper or in another durable medium,
without undue delay after the conclusion of such investment advice and, in any case, prior to the
conclusion of a transaction based on the investment advice. If a client chooses, for the investment advice
and conclusion of the transaction, means of communicatainallowing for the transmission of the
minutes prior to the conclusion of the transaction, the investment services enterprise must send the client a
copy of the minutes without undue delay after the conclusion of the investment advice. In this case, and
the express request of the client, the transaction may be concluded prior to the receipt of the minutes if the
investment services enterprise expressly grants the client the right to withdraw from the transaction
concluded on the basis of the investinadvice if the minutes are not correct or not complete; this right
must be exercised within one week after having received the minutes.

240, The client must be informed of this right and of the period to withdram fthe transaction. If

the investment services enterprise contests the right to withdraw from the transaction specified under
sentence 4, it must furnish evidence that the minutes are correct and complete (section 34 paragraph 2a
Securities Trading Act (WepapierhandelsgesetaAVpHG). These recorlleeping obligations according to

section 34 paragraph 2a Securities Trading Act (WertpapierhandelsgesétpHG) are further
substantiated by section 14 Regulation concerning the rules of conduct and the tiwmgahieajuirements

of securities service providers (Wertpapierdienstleistyny®rhaltensund Organisationsverordnung
WpDVerQV).
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Hong Kong

241 Banks / LCs are required to disclose and explain relevant matemaimition such as key
features, nature and extent of risks of an investment product before or at the poirif.of sale

242 After the sale of investment products, it is mandatory for banks or LCs conducting securities
business to timely issue contract notes and monthly statements to customers in accordance with the
timeline specified in Sections 5(1)(b) and 11(2)(b) of the M#esl and Futures (Contract Notes,
Statements of Account and Receipts) Rules respectively.

243 Besides, banks should notify customers directly of higher risk rating of an investment product
subsequent to the salé.

244 Section | of the SFC Product Handbook sets out the-lkeigtl principles and requirements that
are intended to apply to all Products and more detailed Pregacific requirements applicable to specific
typesof products are contained in the applicable Products Code.

245 Banks may prepare checklists to ensure that bank staff provides all the necessary information to
customers before or at the point of sale of investrpeducts.

246, Intermediaries should help each client make informed decisions by giving the client proper
explanations of why recommended investment products are suitable for the client and the nature and extent
of risks the investments products bear (Item 5 of the FAQ on Suitability).

247. In general, the CoBP requires banks to make readily available to customers written terms and
conditions, details of fees and charges, interagts, and general descriptive information about the

operation and the customerds obligations and |iab
248 The following are examples of specific requirements of the CoBP:

9 Barks are required to provide to prospective customers major terms and conditions which impose
significant liabilities or obligations on their part upon applications and or offers of loans and
cards.

1 Banks are required to give prior notice to customers bedose changes in the terms and
conditions, fees and charges, and interest rates of a banking service (including investment service
provided by banks), unless such changes are n

249, Where aProduct is being offered on a continuous basis, it is mandatory that its offering
documents should be updated in accordance with the requirements set out in the applicable Product Code.
Where the applicable Product Code imposes an ongoing obligationeopralduct provider to keep
investors informed of matters affecting investors or to disseminate prnadated information on a regular

basis, the product provider must ensure that effective measures are in place for timely dissemination of

oGP 5 of the Code of Conduct: http://en
rules.sfc.hk/net_file_store/new rulebooks/h/k/HKSFC3527 18&&R20.pdf

75

http://www.legislation.gov.hk/blis_pdf.nsf/6799165D2FEE3FA94825755E0033E532/5D2E80100C5C72BF482
575EF001D96FA/$FILE/CAP_571Q e_b5.pdf

Recommendation 14 of Annex 1 t o hitpiitewwHkMdod.lsk/enm/key c ul ar
information/gquidelinesand-circulars/circulars/2009/20090325shtml

76
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such informatio (regardless of the channels of distribution) and it monitors closely those matters required
for notification.

250 Besides, there is a cooliradf period of 21 days upon the purchase of newlivdted and linked

life policies, and all single premium life policies. This gives purchasers of such products a chance to re
think within the coolingoff period their decision with lorterm commitment. Should the policyholders
cancel such policies within the cooliodf period, they can get, subject to applicability of market value
adjustment, the refund of the premiums.

251 The various standard illustrations and policies provide applicants sufficient and comparable
information beforanaking decision.

252 To further protect policyholders of life insurance from being misled into changing life insurance
policy, the Code of Practice for Life Insurance Replacement requires that the intermediaheimuke
applicant to complete a Customer Protection Decl ¢
to purchase a new life policy. A copy of that CPD Form must be issued together with the new policy to the
client within 7 business days of tissue date of the new policy.

Hungary

253 Insurance companies in Hungary are advised to meet the criterion that requires compliance with
their obligation to provide information to customers about contract exaedutathin 30 days following
execution of the contrattto be evidenced and identified, in the following way:

1 In the event of handing over documents evidencing contract execution to customers in person,
insurance companies are advised to obtain theaantr i ng cust omer sé stat
received information on the execution of the contract. Such statements are required to contain the
customersé signatures and the date of acknowl

1 Once insurance companies inform the contracting customer aeattion of the contract
through a statement on the delivery of the insurance policy signed by the contracting customer,
no further letters with the same contents should be sent to the customer. Otherwise, when the
dates regarding delivery of the insutanpolicy and of the letter of notification on contract
execution differ, the actual date of information provided about the execution of the contract
cannot be established, nor can the start dat e
termination.

1 In the event that the document of information provided on contract execution is mailed to

customer s, i nsurance companies are recommend ¢
confirming receipt of the information on the execution of thatramt in a letter with return
receipt.

7 It is obligatory for i nsurance companies to

statement of having acknowledged notification of contract execution, even if an independent
insurance practitioner particigggt in contracting.

" http://lwww.hkfi.org.hk/pdf/fe_ReplacementCode 20100201apdfthe Form:
http://www.hkfi.org.hk/pdf/e  CPDForm_10ct08.pdf
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India

254, SEBI (Mutual Funds) Regulations/ SEBI (ICDR) Regulations and listing agreement between the
companies and the stock exchange, it is ensured that continuous disclosure is providedviestbies i
through hard copy or email or through website so that the investors are provided with information and
adequately protected.

Ireland

255 The assessment of the suitability of a product based on informatian #i® customer is
required to ensure consumers are adequately protected, in addition to product information disclosure. The
2012 Code sets out prescriptive requirements in
process. The information ga&tted at this stage (for example, age, knowledge and experience, attitude to
risk) is used to assess whether a product or service is suitable for a consumer. Provision 5.5 of the Code
requires that the regulated entity must endeavour to have the consertifgr the accuracy of the
information it has provided.

256. Many consumers place a great deal of reliance and trust on what a regulated entity tells them
during the sales process, in particular in relation to vedssurances concerning the safety and
performance of a product or service. Provision 5.21 of the 2012 Code requires that where a verbal
exchange takes place a record of the verbal interaction should be included in or with the written statements
of suitabilty.

257. The 2012 Code requires that consumers are given appropriate and relevant information before,
during and after the sales process. The Code o0b
supplying tlem with appropriate information and offering only products suitable to their needs. We believe
that requirements to gather a sufficient and appropriate level of information about the customer in relation

to the product, service or advice sought is the &ssential part of any relationship between a firm and a
customer.

258 In Ireland, regulated entities are required to provide information in the Pre contractual phase:
Regulatory disclosure statement (4.11).

Terms of Business (4.1220).

Information about product (main features and restrictions) {4.23).

Schedule of fees and charges (44586).
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Information about fees, commission or remuneration to be received in relation to that product or
service (whereapplicable) (4.54.61).

During point of sale phase:
Written statement of suitability (5.1823).

After point of sale phase:
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Revised terms of business (where there is a material change) (6.1).
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1 Annual statements (6.3, 6.5, 6.16).

1 Notification of anychange in the interest rate on a loan, information (comparisons, advantages,
disadvantages, warning statement) if moving from a tracker interest rat:16)9

1 Certain information if offering an incentive to an existing consumer on an existing mortgage
(6.12).

1 Policy documents for insurance products and policy renewals (6.13).

1 Certain information on a tracker bond, within 5 business days of the start of the tracker bond
(6.17).

1 Notification of increases in charges (6.18).
Israel
259 Relevant regulations include the following:
1 Banking (Customer Service) Law, 1981.

1 Banking (Customer Service) (Appropriate Disclosure and Presentation of Documents)
Regulations, 1992.

9 Circular 215506 - Presentation of information to debgo

260 Banks are expected to supply customers with appropriate information at all stages of the
relationship (even after the bank started legal proceedings against a costumer).

Italy
Banking sector

261 According to the regulations in Italy, financial services providers have to provide consumers with
complete information before a contract is entered into by the consumer and during the whole duration of
the relaion. During the relation, consumers receive at least annually a complete record of all the
operations which have been done, all other relevant information (e.g. sums paid or received by the
customer), as well as an-dated document with the charges atieo costs established by the contract.
Contractual terms may be unilaterally changed by the FSP only for a justified reason, if this is allowed by
the contract and if prior notification is given to the consumer who can withdraw without charges.

262 In order to improve the quality and usefulness of documents, the regulation establishes drafting
criteria which encompass both the language and the presentation of the information.

263 Moreover front office staff have to be trained so that they can provide consumers with assistance

in order to help them understand the information they receive. For credit to consumers, the staff must
provide assistance in order to understand thdymto its features and risks.
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Investments

264

Article 21 of Italian Consolidated Law on Finance states that, in providing investment and

ancillary services, intermediaries must acquire the necessary informatiorcdsiomers and operate in
such a way that they are always adequately informed.

265

Pursuant to article 37 of Consob Regulation n. 16190/2007, intermediaries must provide retail

customers with their own investment \eees, other than investment advice, on the basis of a specific
contract in writing. A copy of said contract must be provided to the customer.

266

1
)l

Japan

267.

The contract must:

specify the services provided and their charégties, indicate the content of the services
provided and the type of financial instruments and transactions involved;

establish the period of validity and renewal method for the contract, together with the terms to be
adopted for any amendment to saishiract;

indicate the methods by which the customer may issue orders and instructions;

indicate the frequency, type and content of documentation to be provided to the customer as
statements on the activities performed,;

for the execution of customer orders, indicate and govern the receipt and transmission of orders,
together with portfolio management and loss threshold in cases where negative positions are
opened in relation to transactions that could lead to actualtentgd liabilities greater than the
purchase cost of the financial instruments, over and above which the customer must be informed;
indicate the fees payable to the intermediary or objective criteria for their calculation, specifying
how such fees are aemulated and, unless otherwise communicated, regarding incentives
received;

indicate if and by what method and content, in relation to the investment service, investment
advice services may be provided;

indicate other contractual terms agreed withitivestor for provision of the service;

indicate any settlement and arbitration procedures for thefauturt settlement of any dispute

To ensure a precise identification of consumer attributes and thal atatus of transactions at

all stages, financial services provider should:

1

prepare a system of customer cards, for instance, to adequately confirm the investment purpose
and intention of customers;

share the customerdéds investment purpose and
customer; and
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1 examine the transaction conditions, such as trading losses, evaluation losses, the frequency of
transactions and the status of fee payment veigfanrd to each customer account, for example, as
part of its effort to identify the actual status of transactions conducted by customers.

268 Also financial services providers shall provide information in an appteprmanner, if their
customers require them to give information on contracts upon the completion of the agreements.

269 Moreover,in cases where custonsdrave requested that seport onoutstandingoalance ottheir
transactions be delivereafter their agreements become effective or delivery of money concerning the
agreements is completed, financial services providers shall submit reports on their contracts.

Luxembourg

270 Relevant regulations include the following:

1 Law of 5 April 1993 on the Financial Sector

1 GrandDucal Regulation of 13 July 2007

1 Law of 10 November 2009 on payment services

1 Law of 8 April 2011 concerning the implementation of a Consumer Code

1 Law of 17 Decembe2010 relating to undertakings for collective investment
Mexico

271 Regulations in Mexico oblige financial services providers and their agents to provide specific
information at all stages of the relationship wittstomers (before, after and at point of sale).

272 The Rules of Condusef applicable to financial institutions include guidelines to which financial
entities should comply, with respect to the information that mesntluded in the publicity, contracts,
transaction receipts and financial statements of financial services prdViders.

273 The Rules of the CNBV applicable to brokerage houses and credit institutions on investment
services, on Chapter IV of its Second Title refer to the information that should be provided to clients
(before and after an investment is made).

274, The Regulation of the Law of the Retirement Savings Systems atitles 47 and 48 state that
workers have the right to receive at least three times per year, a financial statement. The format of the
financial statement used by the administrators should be the one established by CONSAR.

Netherlands

275 Pension administrators are required to provide the consumer with a so called UPO (Uniform
Pension Statement) every year. Within this documents participants are informed about their personal build

8 http://www.condusef.gob.mx/PB&marco_juridico/disposicion_entidades financieras.pdf

®  hitp://www.cnbv.golmx/Bursatil/Normatividad/Paginas/CasdesBolsa.aspx

80 hitp://www.consar.gob.mx/normatividad/pdf/reglameley sar.pdf
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up pension claims, the pensidaim to be reached and the worth expansion of the previous calendar year.
Participants are enabled to combine their claims with different pension administrators for themselves and
their surviving relatives. It also promotes recognition with participantswise of the uniform way of
informing participants.

276 Providers of investment products are required to provide the consumer with a cost statement
every year.

Portugal

Banking sector

2717. A comprehensive set of regulations issued by Banco de Portugal (Notices and Instructions)
establish information disclosure obligations at all stages of the relationship with customers (pre

contractual, contractual and during the lifetw contract)

278 In Portugal, financial services providers must provide information to banking customers prior to
the conclusion of a contract.

279 The contract has to contain all the terms and conditions of the banking product and service
described in the Standardised Information Sheet provided prior to the conclusion of the contract.

280 During theterm of tke contract, clientare provided with a monthly statement of account in the
case of bank deposits and mortgage credit, includiiogmation on fees charged.

South Africa
Collective investment schemes
281 Relevant rgulations include the following:
1 S. 3-disclosure before entering into a transaction
1 S. 100 content of price lists, advertisements, brochures

1 Sections 106 and 107 prohibit the making of false or misleading statements with respect to
participatory intersts in a collective investment

Capital markets
282 JSE Equities Rules
1 Rule 8.10.3 Disclosure to clients
283 Code of conduct for authorised users (Notice 20 of 2005)

1 Sectiondi Disclosure to clients

8 More information can be found imttp://clientebancario.bportugal.pt/Bff/Publicacoes/RSC/Paginas/RSC.aspx

fiBanking Conduct Supervision Repe200®
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Pension sector

284 Financial services providers or authorised agents are regulated and supervised by the Registrar of
Financial Advisors and Intermediary Services.

Financial advisory &ntermediary services
285 Relevant regulations include the following:

9 Sections 4 to 9 of the General Code of Conduct (BN 80 of 2003)

9 Sections 14 to 15 of the General Code of Conduct (BN 80 of 2003)
Spain
286. The precontractual information provided in Spain encompasses binding offer, basic information
to be included in advertisements, gwreo nt r act ual services and obligat
solvency. It shall be provétl free of charge, with anticipation enough and at least before the offer becomes
binding for the client. It must be clear, adequate, sufficient, objective and not misleading.
2817. In terms of contractual informatidhis includes due delivery of the contract which must at least
clearly specify the interest rate applicable, the periodicity of the instalments, any fees and expenses that
might be applicable, the duration of the contract and the regime for changingtdtestirate, early
termination, infringement or default.
288 Postcontractual information: Entities must provide their clients with:

1 adocument about every settlement that is applied

1 acomprehensive and detailgmmary of all interest and fees charged the previous year.

1 a monthly summary of transfers into and withdrawals from the current account
Turkey
Banking sector
289 ADebit and Cr edi treguaionsdregue danksdto disclode the wehnges in
contracts to the customer, and if the customer continues to use the card, that means customer accepts the
new terms of the contract
Capital markets
290 According to the 'Communigg on Principles Regarding Mutual Funds', the financial
intermediaries to serve in the trading of the units of guaranteed funds and protective funds which have
private sector bonds in their portfolios and hedge funds have to employ sales staff withumiealdagl
of experience and expertise on the issue and carry out the sale of such fund units via the aforementioned

staff. This provision aims to be given the appropriate information to the investors in terms of the risks of
the products.
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UK
Mortgage sedr

291 On initial contact with a mortgage seller the consumer must receive information on the service
offered (e.g. is advice given), the range of products covered and how the firm will be remunerated.

292 Prior to application, or at the point that a recommendation is made, the consumer must receive
the KFI. This disclosure, appropriately updated, must be repeated as part of the mortgage offer.

293 When the loan is entered into, the lender must disclose key details confirming the repayment
arrangements. Thereafter, there is a requirement for an annual statement detailing the payments made and
the outstanding loan balance.

294 Further disclosure obligations apply in the event of the customer encountering payment
difficulties.

Norrinvestment insurance sector
295 Usual disclosure rules apply prior to thenclusion of the contract, except as noted below.

9 Product information- The product information rules applies prend post conclusion of the
contract, and so includes matters such asteritt changes and renewals.

9 Other information (pure protection) Same of the disclosure obligations re pure protection
customers apply post conclusion of the contract

1 Other information (protectiom) Some of the disclosure obligations re protection policies apply
post conclusion of the contract
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14 PRE CONTRACTUAL INFORM ATION

Australia

296. The Corporations Act 2001 facilitates the use of SRortn PDSs and applying a tailored
disclosure regime to some products. A Stkatm PDS is a document that summarises the key
information ina PDS. A ShorForm PDS can be given instead of a PDS for all products except for those
that are subject to a tailored PDS regime.

297. There are requirements surrounding the content of a PDS:

fees payable in respeat a financial product;

risks of a financial product;

benefits of a financial product; and
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significant characteristics of a financial product.

298 The National Consumer Credit Protection Regulations 2010 require disclosure of information,
through a Key Fact Sheet, about the cost, duration and comparable interest rate on home loans so
consumers can easily compare different loans.

299 The home loans Key Fact Sheet provides information set format so it is easier for consumers to
shop around and compare loans. The KFS also highlights important information such as the total amount to
be paid back over the life oféHoan.

Canada
Banking sector

300 Under the Cost of Borrowing regulations, federally regulated financial institutions are required to
provide clear information in credit contracts and application forms through aayniox that sets out
key features, such as interest rates and fees.

301 The proposed prepaid payment product regulations would also require federally regulated
financial institutions to set out summary blaighlighting all fees in any initial disclosure documentation,
including on exterior packagirig.

302 In an effort to improve credit card disclosure for consumers, the Financial Consumer Agency of
Canada (FCAC) and MterCard Canada developed a model credit card application form designed to help
Canadian consumers better understand what they are applying for and the terminology used in the form.

303 The plain language model apgdtion form was tested with real consumers. Participants preferred

it to the typical credit card application form
straightforward nature, and its visually appealing layout, which was airy and unclufteesdindicated

that the use of colour, abundance of white spaces, headings and subheadings and readable font size made it
more useifriendly and easier to understand.

8 http//www.gazette.gc.ca/rpr/pl/2012/20120-27/html/regteng.html
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Securities sector

304 All registered dealers anadvisers, and representatives of registered dealers and advisers, are
required by securities legislation in each jurisdiction of Canada to deal fairly, honestly and in good faith
with their clients. To comply with this obligation, registered dealers antbexd must have adequate
internal controls in place. Specifically, there are requirements for the benefit of clients that all registered
dealers and advisers must provide, including:

1 providing prescribed relationship disclosure information to clientslu@ntg information
regarding commissions, fees, the availability of dispute resolution services, the type of products
being offered to the client)

having complaint handling procedures in place

ensuring that registered advisers allocate investment opp@suainong clients fairly

ensuring registered dealers provide trade confirmations, and
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the requirement for registered dealers and advisers to provide account statements (including
transactional reporting) at least quarterly.

305 Registrants should know each security well enough to understand and explain to their clients the
securityés risks, key features, and initial and
for representatives to sell a protuwoes not mean that the product will be suitable for all clients.
Individual registrants must still determine the suitability of each transaction for every client. See suitability
assessment requirements in NFBI3 and its Companion Policy, section £3.8ROC rules 1300 and

2500 and MFDA Policy No. . See also product due diligence guid&hce

Czech Republic
306. The goal is to provide consumers with a form which contains appropriately chosen information

preseted in a language, that is understandable and which would make the consumer understand the basic
features of the financial product on the first sight. Such a result requires previous testing.

8 http://www.lautorite.qc.caffiles//pdfireglemetitm/valeursmobilieres/31103/201202-28/201 2fev2831-103
vofficielle-en.pdf ; See also http://www.lautorite.gc.ca/file/pdf/reglementation/distribution/reglements
distribution/2009sept28egl4-vm-ldpsf-en.pdf still applicable to mutual fund dealers and scholarship plan
dealers: see section 135 act to amend the Securities Act and other legislative provisk@9,chapter 25
http://www?2.publicationsduquebec.gouv.gc.ca/dynamicSearch/telecharge.php?type=5&file=2009C25
A.PDF

84

http://iiroc.knotia.ca/Knowledge/View/Document.cim?Ktype=445&linkType=toc&dblD=201301341&toclD=6
37;

http://iiroc.knotia.ca/Knowledge/View/Document.cfm?Ktype=445&linkType=tdb&0=201301341&toclD=7

64

http://www.mfda.ca/requlation/policies/policy02.pdf

85

86

http://iiroc.knotia.ca/Knowledge/View/Document.cfm?Ktype=445&linkType=toc&dbID=200805345&tocID=1
631

http://www.lautorite.qc.calfiles/pdf/reglementation/valemnsbilieres/Qavis-acvimstaff/2009/2009sept033-
315acvmen.pdf http://www.mfda.ca/regulation/notices/MB048.pdf
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http://www.mfda.ca/regulation/policies/policy02.pdf
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http://www.lautorite.qc.ca/files/pdf/reglementation/valeurs-mobilieres/0-avis-acvm-staff/2009/2009sept04-33-315-acvm-en.pdf
http://www.lautorite.qc.ca/files/pdf/reglementation/valeurs-mobilieres/0-avis-acvm-staff/2009/2009sept04-33-315-acvm-en.pdf
http://www.mfda.ca/regulation/notices/MR-0048.pdf

Germany

307. Section 6 ofthe German Insurance Contract Act (Versicherungsvertragsgesetz) requires the
insurer to advise policyholders prior to conclusion of the contract and to send them written record of the
advice provided before the contract is concluded. This is also inténdexksure, in the interest of the
policyholders, that the insurance cover offered is optimally oriented on what the policyholder wants and
needs. Similar requirements are defined for securities and invesfthents.

Hong Kong

308 It is mandatory for banks to distribute KFS / IFS to customers for structured investment products
and investment funds, regardless of the channels of distriffitRarch statements provide concise product
summaries written in plain languagehtelp investors understand the key features and risks of the products.
KFS templates are provided to facilitate comparison between Products and more standardised disclosure
across intermediarié8.

309 It is mandatoryfor banks/ LCs to distribute KFS and the offering documents to clients prior to or

at the point of sale for products authorised by the SFC under the consolidated SFC Handbook for Unit
Trusts, Mutual Funds, ILAS and Unlisted Structured Investment Prodegardless of the channels of
distribution.

310 Customer surveys, in particular pastle surveys, may be conducted by the banks to collect
customers6 opinion on whether t h e esKoRsSon waye fore a sy
improvement to ensure effectiveness of such disclosure.

311 In view of different features, risks and investment objectives of each investment product, the
HKMA sets out in their guidance notes for completion that the contents in each KFS / IFS may differ,
depending on the actual circumstances of the case, andghested wording are construed as examples
rather than suggestions, and are not meant to be exclusive or prescriptive (even though the headings are
expected to be generally observed).

312 For credit cards, as paof the credit card reform in Hong Kong, card issuers are required to
provide a Key Facts Statement which is a consistent and succinct summary of major terms and conditions
to customers when they apply for credit cards, including information which is mificignt concern to
customers, such as interest rates, fees and charges. A standard template for the Key Facts Statement is
provided for banks to follow. No row in the table should be omitted and the sequence of information
should be the same to help tammers compare credit card products.

313 The HKFI prepared standard illustrations for life insurance and specimen policies for statutory
business of general insurance business for ease of understanding and corbparidicgholders.

87 See section 34 paragfa2 and section 31 paragraph 4 German Securities Trading Act for securities and Section

13 German Capital Investment Act (Vermdgensanlagegesetz) introduced the obligation to hand out an
investment information sheet and a prospectus forseenritizedypes of investment.

8 HKMA circulars of 17 May 2011 http://www.hkma.gov.hk/media/eng/docfikégrmation/guidelinesand
circular/2011/20110517el.pdf and 18  April  2011http://www.hkma.gov.hk/media/eng/doc/key
information/quidelinesandcircular/2011/20110418e1.pdf

8 http://www.sfc.hk/web/EN/regulatorunctions/products/produetuthorization/productkey-facts

statements.htm) and IFS templates (see Annexes 1 andht®p://www.hkma.gov.hk/media/eng/doc/key
information/guidelinesand-circular/2011/20110418e1.pjf
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314 Besides, for ILAS products, an insurance intermediary has to distribute product KFS, Principal
Brochure and marketing materials of the product(s) to the applicant, and the applicant hasletecam
Applicantés Declarations declaring that he’ / she

Hungary

315 The Hungarian FSA expects financial organisations to present both the benefits askistbé r
financial products and services to consumers, preferably in a documented form. Organisations should also
of fer cust omer s t he opportunity to assess t he
consequences. Preferably, financial organisatigimould offer, for products with similar conditions, that
which provides the most benefits and the least risk according to the demand described by the consumer. If
the consumer has not specified any such priorities, the financial organisation shoulabjyreftfer the

least expensive and/or least risky product or service of products with similar conditions. They should also
mention more expensive available products, which may offer more services and more advantageous
conditions. Financial organisationseaalso expected to inform consumers properly of the potential
negative consequences of aoompliance with the contractual obligations.

316 The HFSA considers it expected behaviour for the acting administrataheoffinancial
organisation to insist the consumer study the terms and conditions before signing them. The financial
organisation is to make sure that sufficient time is available to the consumer to read the terms and
conditions and other documents, fornmsl aleclarations; they should also provide peaceful circumstances
for the consumer to read the information, and provide answers to any questions.

317. It is an advisable good practice for insurance companies and mteye insurance
intermediaries to develop clearly understandable, transparent and easily manageable summaries or
abstracts (preferably no more than two to three pages) that contain the key parametetkédiite
insurance and clearly highlight tHeey contr act el ement s, in order
decisionmaking.

1 The purpose of such abstracts is to ensure that service providers use tools that, beyond complying
with the legal requirement to provide information, promote informed deeisaking through
providing customers with further clear information on the contract, and drawing attention to
customer obligations, costs and exclusions.

1 On drafting summaries to facilitate finding information, it is an important consideration to ensure
that they present arguments for and against the given product, considerations for deliberation of
the risks and benefits inherent in the given product, as well as the aspects of selecting products in
order to facilitate -makisg iosteadros folfilling ntHe ccustoready d e c i
marketing purposes. Another consideration is that such abstracts should be transparent,
comprehensible for customers, and should highlight the key risks and the main points of the
product. Figures aiding visual represeiota are also permitted, considering the volume limits of
such abstracts.

Ireland
318 I nformation is provided to consumers in a sp

The 2012 Code also incorporates tiegments that were introduced in June 2003, setting out the
information to be provided in relation to Personal Retirement Savings Accounts (PRSAS). In relation to life

P (Applicantds Decl arations: for business in

http://www.hkfi.org.hk/pdf/e_ApplicantsDeclarationsinsuranceAgents.pdér ; for business introduced by
insurance brokers: http://www.hkfi.org.hk/pdf/e_ApplicantsDeclarationsBrokers.pdf)
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assurance products, the Provision of Information (Life Assurance) Regulations, 20@uUt stte
information a policyholder must be provided with and includes details such as the projected benefits,
charges and commissions that will be deducted from the premiums paid, as well as other general
information on both the product itself and the pradprovider. It also contains requirements setting out
what annual information should be provided to a policyholder. For investment products, provision 4.46 of
the 2012 Code sets out the information that must be provided to consumers in a standaloestdpgam

to the sale of an investment product. The 2012 Code does not prescribe the format or layout of such
information.

Israel
319 Relevant regulations include the following:
1 Banking (Customer Service) Law, 198&specially sections 3, 4, 7.

9 Proper Conduct of Banking Business Directive 45%ranting a Housing Loan procedure.
Sections €xplanatory notes, 4@Rpproval in principle and maintaining the interest rate.

9 Banking Order (Early Payback Fees), 2002, sacti2.

9 Guarantees Law, 1967, section 22.

9 Proper Conduct of Banking Business Directive 4M6i n o r s 6 1 sectionol@ Fatt sheet.

320 In general, KFS used by banks are not standardized except in the casesifog leans.

Japan

321 Considering that ordinary customers may not necessarily have sufficient expert knowledge and
experiences, it is necessary for financial services providers to fulfil their responsibility fadipgov
appropriate explanations by, for example, disclosing correct information (includinrgomir@actual
information) that may be used as a basis for investment decisions to customers in a fair manner. Therefore,
due consideration should be given to thkéofving points:

1 Whether the financial services provider avoids placing too much emphasis on the advantages of
the transaction and makes sure to sufficiently explain disadvantages, such as the possibility of
incurring losses and other risks.

1  Whether the faiancial services provider explains the contents of products and transactions (basic
characteristics of products, the nature, types, and variable factors of risks involved, etc.) in a
manner that enables the customer to fully understand them.

322 In particular, whether they strive to prevent the customer from losing interest in understanding
the contents, by, for example, first explaining important matters that may affect their investment decisions,
in accordance witkhe purpose of rules concerning the order of items listed in-egoteact document.
Luxembourg

323 Relevant regulation:

1 Law of 8 April 2011 concerning the implementation of a Consumer Code.
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Mexico

324 Article 11 of the LTOSF states that contracts used by financial institutions to document massive
operations must comply with the requirements established in the Rules of Condusef applicable to financial
institutions. These requirements should include, amongst other things, the use in contracts of a cover page
with key information easy to read and understand. The cover page should include:

9 the essential elements of the operation that allows the client to compaantl type of services
from different banks;

1 warnings related to fees and commissions;

1 clear spaces to distinguish terms and conditions such as the commissions and interest rates, the
CAT and the total amount payable in the case of credits or loans; and

§ anything else that contributes to transparency, comprehension and comfarison.

325 Article 7 of the Rules of Condusef applicable to financial institutions state that all financial
institutions have to add a coveage to their contracts. The cover page should be one page maximum and
should include all the characteristics of the product/service in order to allow users to compare services
from different entities. It also has to include certain captions related doegttrates, commissions, fees,
minimum payments, efé.

326 The rules of the CNSF applicable to insurance companies in its Chapter 20 state that insurance
comp%rglies have to publish in their Web pages sample cantrathe products offered to the general
public.

327. The rules of the CNBV applicable to Brokerage Houses and Credit Institutions on Investment
Services in Chapter IV state that prior to the provision of invests®mices, financial institutions must
provide to their potential clients, in a standardized format and clear language (or in their webpage), the
description of all the characteristics and differences between the services offered including their
commissionsbenefits, risks, category securities, %étc.

Netherlands

Investments

328 Information on investment firm and services are provided, financial instruments and investment
strategies, execution venues and cost.

9 Prospeaits for issue of financial instruments

1 Key Investor Document (KID) for UCITS

1 http://www.condusef.gob.mx/PD§marco_jurdico/ley_transparencia ordenamiento.pdf

9 http://www.condusef.gob.mx/PB§marco_juridico/disposicion_entidades_financieras.pdf

% http://www.cnsf.gob.mx/Normativa/Paginas/Acus2011.aspx

% hitp://www.cnbv.gob.mx/Bursatil/Normatividad/Paginas/Casasolsa.aspx
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329 Not all of these are viewed as equally effective where it regards consumers. For example the
amount of information provided by a prespus in many cases exceeds the processing capabilities of the
consumers.

330 The Netherlands have found the Financial Leaflet and the Financial Services document to be
more effective in supporting the comparis@tviieen products and services.

Portugal
Banking sector
331 Standardised Information Sheets (with standardised format and content by product, defined by
Banco de Portugal) have to be provided by credit institutiotieegirecontractual stage when selling bank
deposits, mortgage credit or consumer credit. This Standardised Information Sheet has a complete
description of the characteristics of the product, with the purpose of facilitating comparison between the
proposis presented by the different institutions for a conscious and informed decision by the customer.
South Africa
Collective investment schemes
332 Relevant regulations

1 s. 3 requires the manager to disclose informatioout the investment objective of the CIS, the

calculation of the net asset value and dealing prices, charges, factors and distribution of income

levels;

9 disclose information that is necessary to enable the investor to make an informed decision about
the nvestment

Capital markets

333 JSE Equities RuleRkule 8.10.3 Disclosure to clients

334 Code of conduct for authorised users (Notice 20 of 208gxtion 4 Disclosure taclients
Pension sector

335 Financial services providers or authorised agents are regulated and supervised by the Registrar of
Financial Advisors and Intermediary Services.

Financial advisory & intermediary services

336 Section 4, 5, 7 and 8 of the General Code of Conduct (BN 80 of 2003)

Turkey

Capital markets

337. Institutional investors have to prepare prospectus and circular before pffieling of the capital

market instruments and publish those via PDP, pursuant to the relevant regulations of CMB. The
standardised prospectus and circular examples has been formulated and published by CMB.
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UK

Investment sector

338 The Key Features has been subject to extensive consumer testing.
Mortgage sector

339 The required KFI was developed on the basis of significant consumer testing in respect of the
language, format and usability.

340 Consumer research for a post implementation review has further assessed the psacticade
of the disclosure.

Norrinvestment insurance sector

341 There are no requirements for standardisedcpreractual disclosure for neénvestment
insurance products, except for protection products where finagequired to give customers a policy
summary in a format set out in ICOBS

Banking sector

342 Under the Banking Conduct Regime, there is no prescriptive format requirement for information,
provided it meets the levant rules. This means it must be in easily understandable language, in a clear

and comprehensible form and in an appropriate medium (a durable medium where appropriate), so that the
customer can make decisions on an informed basis.
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2. CONFLICTS OF INT EREST
Australia

343 In Australiathe FSG and the SOA must include information on conflicts of interest, including
interests of the service provider or an associate that could influence the service provider. Hiwever,
Australian Government has recognised the limits on disclosure and has taken the further step of banning
forms of conflicted remuneration, including commission payments, as part of its Future of Financial
Advice reforms. This means that licensees amth@ised representatives will not be allowed to give or
receive payments or nanonetary benefits if the payment or benefit could reasonably be expected to
influence advice provided to retail clients. Note that there are some exceptions for certainftypes
remuneration in some circumstances, such asnmametary benefits which have a genuine education or
training purpose, or the provision of information technology software or support.

344, The National Consumer CriédProtection Regulations 2010 require credit licensees to disclose
information about commi ssions, bonuses and paymen
obligations prohibit irresponsible lending to consumers by all types of creditdprev The laws make it
illegal for a lender to extend credit for a consumer that is unsuitable, based on their needs and their
financial capacity.
Canada
Securities sector
345 In Canada, registered securities firms should ensure that their clients are adequately informed
about any conflicts of interest that may affect the services the firm provides to them. This is in addition to
any other methods the registered firm may usednage the conflict.
When a registered firm provides this disclosure, it should:

1 be prominent, specific, clear and meaningful to the client, and

1 explain the conflict of interest and how it could affect the service the client is being offered.
Insurancesector
346. In the province of Quebec, where a representative charges fees to the client with whom he is
transacting business, he must disclose to the client the fact that he also receives remuneration for the

produds sold and the services rendered and any other benefit determined by redulation.

347. Distributors must also, if the remuneration received by the distributor for the sale of the product
exceeds 30% of its salesq®j disclose that remuneration to the client.

France

348 In the banking sector, a person selling accredit agreement cannot, under any circumstances, be
paid accordingly to the rate or type of credit (consumer cegditmortgages) that has been contracted by

the borrower (i.e. articleL3181 consumer code). French regulation requests specific disclosure about
conflicts of interest for intermediaries in both banking and insurance sector.

% (Distribution Act, s. 17).
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Banking sector

349 Pursuant to article L3131 of the consumer code, any individual vendor, employee or agent of a
credit institution cannot, under any circumstances, be paid according to the rate of the credit or the type of
credit.

350 According to article R522 5 monetary and financi al code nC
received by the banking intermediaries should not go against their obligation to act in the best interests of
clients or influence th quality of their service delivery.

351 Intermediaries are bound by rules of conduct (-B4©Monetary and Financial Code). Prior to

the conclusion of a banking transaction, the intermediary must provide the eustanen applicable,
information to the existence of financial relationships with one or more credit institutions It should also
indicate if it is subject to a contractual obligation to work exclusively with one or more credit institutions
and inform the lent that he may release, upon request, the names of these institutions (L 519 4 2
Monetary and Financial Code).

352 Banks©o6 i nternal control mu st check t -B aft conf
Regulation 9702).

Securities sector

353 The Monetary and Financial Code sets the requirements applicable to investment services
providers for dealing with conflicts of interest. These articles impose an obligatianvéstment services
providers to take measures in order to prevent c
and, where those measures are not sufficient to
provide them wth clear information (L.5330 3.).

354 Furthermore, the General Regulation of the French Autorité des marches financiers requires the
investment services providers to have a process in place regarding conflictsresti within the entity.
The RG AMF specifies that (Art. 3118 to 31324):

1 Investment services providers must identify, with reference to their individual situation and
activities, the circumstances which could constitute or give rise to a confliteoést entailing a
material risk of damage to the interests of one or more clients when providing an investment
service or an ancillary service or management

1 In order to help investment services providers to identtgmtial and actual conflicts of interest,
the RG AMF provides a list of situations which may lead to conflicts of interest (For example: 1°
The investment services provider or that person is likely to make a financial gain or avoid a
financial loss, at th expense of the client;

1 The investment services provider or that person has an interest in the outcome of a service
provided to a client or of a transaction carried out on behalf of the client, which is distinct from

A

the clientds i hterest in that outcome

1 They must establish, implement and maintain an effective conflicts of interest policy set out in
writing and appropriate to the size and organisation of the firm and the nature, scale and
complexity of its business (Articles 3P® to 31322 of the of he AMF General Regulation).
Besides, they must inform their clients about their conflicts of interest policy.
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355 Specific obligations are imposed regarding investment research (Articlezb3b331328 of the

AMF General Regulation). In particular, regulated entities including its personnel should not accept
inducement in any shape or form from the people/entities which are part of the investment
recommendation.

356 A specialpolicy is also required regarding inducements (Articles 340 31485-1 of the AMF
General Regulation). All investment services providers are allowed to earn or provide from a person
inducements linked to the investment or ancillary services they granty if these payments or non
monetary benefits belong to one of the following categories:

1 inducement paid or provided to or by the client or a person on behalf of the client; (this provision
ensures that the remuneration that is paid by the cliertidéasedrvices is legitimate).

1 inducement paid or provided to or by a third party that meet three conditions: The client must be
clearly informed, prior to the provision of the service by the ISP, about the existence, the nature
and the amount of the inducentgor, at least, how it has been calculated. The inducement must
not impair compliance with the firm's duty to act in the best interests of the client. The
inducement must be designed to enhance the quality of the service provided to the client.

1 proper fe&s which enable or are necessary for the provision of investment services.
357. The French Autorité des marchés financiers published a Pesitommendation (N° 20180
on 10 July 2013) regarding the information abadvantages and inducements that should be given to
clients.
Insurance sector
358 Before the conclusion of the first insurance contract, the intermediary must provide a potential
client, when applicableinformation as to the existence of financial relationships with one or more
insurance undertakings.
359 Before signing any contract, the intermediary must give information:

1 if it is subject to a contractual obligatioto work exclusively with one or more insurance
companies, to so inform the prospective purchaser, and give him the names of the firms upon
request

9 if it is not subject to a contractual obligation to work exclusively with one or more insurance
companiesj t must communicat e, at the clientds re
with which it works; (Article L5261 Insurance code)

Germany
360 Investment services enterprises are required to avoid conflicts of interest wherever possible

(section 31 paragraph 1, no. 2 of the Securities Trading Act (Wertpapierhandel$g®¥pttG)). In
addition they do have to inform their clients clearly priothi® execution of transactions for clients, if the
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organisational arrangements pursuant to section 33 (1) sentence 2 no. 3 Securities Trading Act prove
insufficient to prevent, with reason®Able certaint

Hong Kong

361 Where a bank / LC has a material interest in a transaction with or for a customer or a relationship
which gives rise to an actual or potential conflicts of interest in relation to the transaction, the bank or LC
conducting securities business should not advise, nor deal in relation to the transaction unless it has
disclosed that material interest or conflict to the customer and has taken all reasonable steps to ensure fair
treatment of that customéf.

362 Prior to or at the point of sale of securities, sales staff are required to disclose information such as
affiliation of the bank or LC conducting securities business with the product issuer; and monetary benefits
(amount eceived) and noemonetary benefits receivable (the existence and nature of benefits) for
distributing an investment produdf.

363 If a bank /LC or its staff have an interest in a direct / cross transaction witstcanas, proper
procedures should be established to ensure that this fact is disclosed to the customer prior to the execution
of the relevant transaction. Suggested related controls can be found in Paragraph 6, Part A of the
Appendix to the Management, Sargision and Internal Control Guidelines for Persons Licensed by or
Registered with the SFE&,

364 Banks / LCs must not take commission rebates or other benefits to be received by them or their
related companies alse primary basis for recommending particular investment products to clients. Where
banks / LCs only recommend investment products which are issued by their related companies, they should
disclose this limited availability of products to each cfi#nt

365 Senior management of banks / LCs should ensure their staff comply with all applicable laws,
rules and codes, and should review, assess and be satisfied that the banks/ LCs have adequate systems anc
controlstoprompty i denti fy i ssues and matters that may Db

% Circular 4/2010 (WA- Minimum Requirements for the Compliance Function and Additional Requirements

Governing Rules of Conduct, Organisation and Transparency pursuant to sections 31 et seq. of the Securities
Trading Act for Investment Services) defines the responsibilities/duties of the compliance function. According

to the Circular (BT 1.2 paragraph 4) the compliance functions shall ensure that conflicts of interest are prevented
or that unavoidable conflicts of imtsst are sufficiently taken into account. This applies in particular to the
protection of client interests.

Section 27 Investment Code: The management company should take all reasonable steps to identify conflicts of
interest. The management company stiomliaintain and operate effective organisational and administrative
arrangements with a view of taking all reasonable steps designed to identify, prevent, manage and monitor
conflicts of interest in order to prevent them from adversely affecting the itsterEdlternative Investment

Funds and their investors. See also section 30 to 37 regulation (EU) No. 231/2013.

% Pparagraph 10.1 of the Code of Conduct:  http:/len

rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 1868 VER20.pdf

% paragraphs 8.3 and 8.3A of the Code of Conduct: http:/en

rules.sfc.hk/net_file_stefnew_rulebooks/h/k/HKSFC3527 1868 VER20.pdf
http://enrules.sfc.hk/net file store/new_rulebooks/h/k/HKSFC3527 162 VER10.pdf

99

10 |tem 4 of the FAQ on Suitalify: http://www.sfc.hk/web/EN/fags/intermediaries/supervision/suitability

obligationsof-investmemntadvisers/200-05-08.himl
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which investment advice may have been given merely to meet sales targets or may be driven by financial
or other incentivesy.

366. The HKMA provides guidance to banks on certain key factors that should be considered in
designing the remuneration structure for sales staff. Banks should have adequate procedures and controls
to ensure that sales staff are not remunerated witludes calculated solely on the basis of financial
performance but that other factors are taken into accifthe factors that should be taken into account

in setting the remuneration for sales staff include adherence to applicable regulatory requaathbets

practices guidelines, satisfactory audit or compliance review results, and satisfactory complaint
investigation results®

367. Banks are required to take into account the latest market conditions and critically review any
sales targets imposed on frontline staff for sale of investment products, and the appropriateness of any
incentive schemes associated with such tariféts.

368 Section V of GN1O0O AGuidance Note on the Corpo
by the IA requires the Board of Directors of an insuréf?o:

9 set out clearly policies regarding conflict of interest, fatatment of clients and information
sharing with shareholders (para. 9(i)); and

9 devise clear policies on private transactions,-de#fling, preferential treatment of internal and
external entities, and other inordinate trade practices of anmom 6 gh natween(gara. 9(j)).

369 Section 40 of the CoCl sets out the requirement on insurers of avoiding conflicts of interest.
Insurers should take reasonable steps to ensure that their employees and insurance ayeants af the
circumstances in which potential conflicts of interest may arise and that such conflicts are avoided.

Hungary

370 Financial services providers are expected to verbally present the product and issfeatu
comprehensively as possible, and, in written communications, to set out the key comparative features in
chartform or any other clear and easily understandable format. Organisations should preferably avoid
behaviour whereby they present their owondurct as the most favourable without evidence to support the

1 Item 9 of the FAQ on Suitability http://www.sfc.hk/web/EN/fags/intermediaries/supervision/suitability

obligationsof-investmentadvisers/200-05-08.html

2 Recommendation 18 of Annex 1 t o httpithveww HknMdod.lsk/enp/key c u | ar

information/guidelinesandcirculars/circulars/2009/20090325shtm| Attachment to the HKMA circular of 14
July 2009: http://www.hkma.gov.hk/eng/keinformation/quidelinesandcirculars/circulars/2009/20090714
2.shtm| and Enclosure of the HKMA circulaof 11 December 2008http://www.hkma.gov.hk/eng/key
information/guidelinesandcirculars/circulars/2008/20081 2111shtml

Recommendatioh 8 of Annex 1 to t he HKMH&pH:Avww.ikmacgolhk/eng/keyf 25 M
information/guidelinesandcirculars/circulars/2009/2003251.shtm| Attachment to the HKMA circular of 14

July 2009: http://www.hkma.gov.hk/eng/keinformation/guidelinesandcirculars/circulars2009/20090714

2.shtm| and Enclosure of the HKMA circular of 11 December 2088p://www.hkma.gov.hk/eng/key
information/guidelinesandcirculars/circulars/2008/20081241L.shtml

103

194 Enclosure of the HKMA circular of 11 December 2008nttp://www.hkma.gov.hk/eng/key

information/guidelinesand-circulars/circulars/2008/20081 211 shtml

105 http://www.oci.gov.hk/download/gn16ng.pdf
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claim (e.g. they should instead offer comparison
carries the inherent risk of deceiving consumers.

India

371 Investment Advisers Regulatiornshe best way would be specify potential conflicts of interests
to be disclosed rather than general statements:

9 disclosure regarding his business, disciplinary history, terms and conditions, affiliations with
other intermediary

9 disclosure regarding compensation

1 holding/ position, if any, in the financial products/ securities which are subject matter of advice

Ireland
372 In Ireland the 2012 Code of Conduct ensures ithaiuneration structures are not structured in
such a way that they have the potential to i mpair

of consumers and to satisfy the suitability requirements set out in the Code.

373 The Conflicts of Interest section in Chapter 3 of the 2012 Code also includes a requirement for
regulated entities to have in place a written conflicts of interest policy.

374 The Central Bank is currently undertaking a Review to Examine Sales Incentives for Direct
Employees of Insurance Companies. A study across the EU of 10 Member States on remuneration
structures and conflicts of interest is underway by the EU Commission.

375 In 2008, the Central Bank published a Report of the Working Group on the Review of the
Intermediary Market (with a particular focus on transparency). The recommendations of the Report were
implemented through thed22 Code, which requires disclosure of remuneration arrangements by mortgage
intermedi ari es aut horised wunder the Consumer Cr
authorised under the I nvestment I nt e erethe anuni e s A
cannot be ascertained, the method of calculating that amount must be disclosed.

376 Where orgoing remuneration is to be received, the intermediary must disclose the nature of the
service to be provied in respect of that remuneration. In the case oflifminsurance, intermediaries

must disclose in general terms that they are paid by means of a remuneration arrangement with a product
producer and must either disclose the amount of that remuneoatinform the consumer that details of

the remuneration are available on request. The intermediary must also disclose any additional remuneration
arrangements that are not directly attributable to the service provided to that individual consumer but are
based on levels of business introduced by the intermediary to that product producer or that may be
perceived as having the potential to create a conflict of interest

377. There are also existing disclosure requireméntd.ife insurance undertakings under the Life
Assurance (Provision of Information) Regulations, 2001.

378 In January 2009, as part of its compliance monitoring, the Central Bank published the findings

from an exarmmation of potential conflicts of interest where mortgage intermediaries provide property
services. A letter to industry was issued in December 2008.
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Israel

379 Proper Conduct of Banking Business Directive 32@apital market activity of the banking
systemir equi res maintaining AChinese wall so.

380. Proper Conduct of Banking Business Directive 45providing credit for the purchase of
financial assets In view of the problemsvhich may arise as a result of marketing financial assets by
extending credit for their purchase, as regards of the conflict of interest for the banking corporation. A
banking corporation shall not initiate contact with a customer to encourage the pwichaaecial assets

using credit for this purpose.

381 Proper Conduct of Banking Business Directive 464 banking <corporatior
securities on its customersod account .

382 Proper Conduct of Banking Business Directive 359 anki ng corporation
Intermediaries.

383 The recommendations of the Bachar Committee (2005) regarding the separation of the provident
and mutualfunds from the banks, aimed at increasing competition in the financial system and the
competitive threat to the banking system from the capital market. These recommendations were enacted
through three different laws.

Italy

384 According to article 21(bis) of the Italian Consolidated Law on Finance, investment firms must
adopt all reasonable measures to identify and manage conflicts of interest which may arise with the clients
or between clients, by the adoption agpropriate organisational measures, in order to avoid a negative
impact on the interests of the clients. Conflicts which cannot be adequately managed must be disclosed to
clients.

385 In order to minimize the riskfaconflicts of interest, authorized persons (Article 25 of Bank of

Italy and Consob Regulation of October 29, 2007) are required to provide in writing, apply and maintain an
effective conflicts of interest management policy in line with the principle aiqationality. This policy

shall consider the circumstances of which the intermediaries are or should be aware, connected with the
structure and business of the parties belonging to its group.

Japan

386. The FinancialServices Authority in Japan requires financial services providers to manage
transactions that are likely to cause a conflict of interest, to ensure that such a conflict of interest will not
unduly harm customer sod i nt ferfirascialservicésmprovidérs tsdevelepg ar d,
a system to manage conflict of interest in an appropriate manner. Due attention should be given to the
following points:

1 the financial services provider has identified and categorized transactions with thiecosilict
of interest in advance; and

1 the financial services provider conducts management by notifying the customer of the risk of
conflict of interest, whether the customer is provided with an appropriate explanation, depending
on t he cus teg snehatdhe custdmerrcan liully understand the content of the potential
conflict of interest and the reasons for choosing the management method (including reasons for
not choosing other methods), before concluding a contract for the transaction.
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Luxembourg

387. Relevant regulations include the following
Law of 5 April 1993 on the Financial Sector
GrandDucal Regulation of 13 July 2007

Law of 17 December 2010 relating to undertakings for collective investment

=A = =4 =4

CSSFRegulation N° 184 transposing Commission Directive 2010/43/EU
Mexico

388 Rules of the CNSF the Mexican Insurance regulator, state that, in order to foster a climate of
transparency by the insurance agents and ptewey conflict of interest that may arise from the promotion

or sale of insurances from different insurance companies, should inform their customers about rates,
policies, endorsements, plans and other circumstances used by the instif{itions.

389 The Rules of the CNBV applicable to Brokerage Houses and Credit Institutions on Investment
Services has a section on conflicts of interest that describes all the situations that can imply conflict of
interests beveen the financial service provider and the customer. Furthermore, article 50 clearly states that
in their remuneration structure brokerage houses and credit institutions should include criteria to align the
incentives of their professionals to act in best interest of their clients’

Netherlands

390 The Netherlands have experienced that transparency is of added value where it regards conflicts
of interest. However, the Netherlands have also experiencedifcdosure alone did not remove the
conflicts of interest and even had a counterproductive effaaterneath we have described one
solution on the side of disclosure

391 Within the Financial Services document tligtdesigned interest in other financial institutions
need to be reported in three different ways:

1 whether the financial service provider is also a provider of financial products

T whether the financi al servi ce pr other financial h a s
services provider(s)

1 whether the financial services provider has contractual obligations

392 Most importantly it is required that not only is mentioned that these interest exist but is also
stressedhat these interest can have an impact on the advice consumers receive.

393 In order for consumers to make fair comparisons between costs it is important that providers
employ the same starting points for the caltofaof their costs. Therefore it is prescribed by law what

106 http://www.cnsf.gob.mx/Normativa/Paginas/Acus2011.aspx

107 hitp://lwww.cnbv.gob.mx/Bursatil/Normativid#eiaginas/Casase-Bolsa.aspx
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types of costs can be displayechege starting points or basis assumptions are necessanguce the
representation of cosisunambiguous for consumers adoromotecomparability.

394 Since January 1, 2013 the Netherlands have implemented a ban of inducementsMdfiBon
financial service providers. The intention of this ban is to remove excessive sales intentions that may be
generated by commissismprovided by third parties, such as financial product manufacturers.

395 The ban has been applied on a cremstor basis which implies that a similar regime applies to
financial service providers operating in @ifént sectors (insurance, banking and investment).

396 The AFM is in the middle of the implementation of the regulation and is aware of the fact that
this is a very complex measure. Hence the AFM is closely obgdivin(side) effects.

South Africa

Collective investment schemes

397. Relevant regulations include the following:
1 Section4of CISCAa manager mu st favoid conflict bet we
intferst s of an i nvestoro

1 S 4(2)- the manager must disclose the interests of its directors and management to the investors

1 Notice 910 regarding the appointment of directors who are fit and proper, independence of the
board of directors.

Capital markets

398 JSE Equities Rules: Rule 8.1G.%eneral conduct towards clients

399 Code of conduct for authorised users (Notice 20 of 2005): Sectidpigtlosure to clients
Pension sector

400, Financial services providers or authorised agents are regulated and supervised by the Registrar of
Financial Advisors and Intermediary Services.

Financial advisory & intermediary services

401 Section 3A of the General Code of Conduct (BN 80 of 2003)

Spain

402 For the banking sector, providers of advice in Spain shall charge an independent fee for this
service and shall act in the besterest of their clients, based on an objective and sufficiently broad

analysis of the banking services available and considering both the personal and financial situation of the
client, the clientd% preferences and objectives.

198 Advice is defined as any tailonade recommendation by the entity to the client regarding one or more banking

services available in the market.
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UK

403 If arrangements made to manage conflicts of interest are not sufficient to ensure, with reasonable
confidence, that risks of damage to the interests of a client will be prevented, the firm must clearly disclose
the general nature dfor sources of conflicts of interest to the client before undertaking business for the
client

Investments

404 The rules require that advice and product costs are distinguished and disclosed in a
comprehensible andansparent manner.

Mortgage sector

405 Mortgage intermediaries must disclose their remuneration basis (which can include both fees and
commission) on first contact with a consumer.

406. The KFI must state the value of any payments made by the lender to the intermediary (or third
parties).

Noninvestment insurance sector
407. Insurance intermediaries are required to disclose:

1 whethe a given insurance undertaking (that is not a pure reinsurer) or its parent undertaking has
a direct or indirect holding representing more than 10% of the voting rights or capital in the firm;
and

9 the procedures allowing customers and other interesteéi@gp&w register complaints about the
firm with the firm and the Financial Ombudsman Service or, if the Financial Ombudsman
Service does not apply, information about the-afutourt complaint and redress procedures
available for the settlement of disputedween the firm and its customers.

408 Insurance intermediaries are also required to give customers details of commission payments that
they receive as part of the premium payment. The commission disclosurdiofdigierive partly from
rules and partly from the general law.

409 The application of these rules to Rmwestment insurance intermediaries goes beyond the
requirements of the Markets in Financial Instrumente®ive (MiFID).
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3. PROVISION OF ADVICE
Australia

410 In Australia, a person must only provide financial advice to a retail client if they have made
reasonable inquiries into the personal circumstances of the, dleyt have a reasonable basis for the
advice taking into account the client's personal circumstances, and the advice is appropriate to the client.
Providers of financial services must generally hold a license.

Canada
Banking sector

411 For both depositype instruments, and principal protected notes, regulations require that banks
provide prospective customers with the telephone number of a person who is knowledgeable about such
products.

412 Under the Cost of Borrowing regulations, under certain circumstances a financial institution must
ascertain that a borrower has obtained independent legal advice prior to entering into a mortgage contract.

Securities sector

413 The legislative obligation for dealers and advisers to deal fairly, honestly and in good faith with
their clients prohibits any person or company from making statements that are untrue or omitting
information that imecessary to prevent the statement from being false or misleading-{8831

414 The representative must follow rules of professional conduct that require them, among other

t hings, t o pl ac eirsttwhea selting ipredudtséaad seérvicese The epresenthtive must
follow the AKnow Your Cliento rule. Before maki
understand the current financial situation of its client, know its financial goals and esitabiisrestor

profile.

415 Under fAKnow Your Cl i ent regstered asvisérs and dehlérs aye o b |
required to take reasonable steps to:

9 establish the identity of a client

9 establish whether thelient is an insider of an issuer whose securities are publicly traded (there is
an exception, however, where the registrant is only trading mutual fund or -kimmsored
investment fund corporation or labesponsored venture capital corporation se@sjt

1 ensure that they have sufficient information to make a determination of the suitability of a trade
or i nvest ment for a client, including inforn
financial circumstances and risk tolerance, and

i establisht h e creditworthiness of t he client i f t
acquisition of a security (applies only to investment dealers as other types of registered firms are
prohibited from making loans to clients).

109 Sections 13.2 and 13.3 of National Instrument183Registration Requirement€xemptions and Ongoing
Registrant Obligations
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416 Registrants are required to keep the information outlined above current. The regulators have
provided guidance stating that the timeframe for currency may be determined by the frequency of trading
or advising being conducted by the registra

417. Registered dealers and advisers are also required to ensure that a purchase or sale of a security is
suitable for a client before making a recommendation to or accepting an instruction from a clientrto buy

sel l a security or a purchase or sale of a secur
override a registered dealer or advisero6s opinic
registered dealer or adviser has spegily outlined this opinion to the client prior to the purchase or sale

of the security.

418 All registered dealers and advisers must deliver the following information to Elfents
9 adescription ofthe natureorgp of t he ¢l i entds account
9 identification of the products or services the registered firm offers to a client

1 a description of the types of risks that a client should consider when making an investment
decision

9 adescription of the risks to a client of usbmwrowed money to finance a purchase of a security

1 a description of the conflicts of interest that the registered firm is required to disclose to a client
under securities legislation

9 disclosure of all costs to a client for the operation of an account

1 a description of the costs a client will pay in making, holding and selling investments (regulators
confirm in guidance that these costs include commissions and fees and the description of these
costs must include the potential impact on the investment)

1 a desription of the compensation paid to the registered firm in relation to the different types of
products that a client may purchase through the registered firm

9 adescription of the content and frequency of reporting for each account or portfolio of a client

9 if the firm is subject to the dispute resolution and mediation services provisions of 10331
disclosure that independent dispute resolution or mediation services are available at the registered
firm's expense

f a statement r eg a rsihbligagon tohssessthe guitabitityeof am ohvestrent fod
a client prior to executing the transaction or at any other time the information a registered firm
must collect in respect of know your client obligations in N{18B.

10 gection 14.2 of National Instrument-3D3 Registration Requirements, Exemptions and Ongoing Registrant

Obligations
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France
Insurance sector

419 Prior to the conclusion of a (life) contract and on the basis of information provided by the
policyholder about his/her financial situation and investment objectives, the insurance undertaking (or the
intermediary,where applicable) must specify the demands and needs of the policyholder as well as the
underlying reasons for any advice given to him concerning a contract. Information is modulated according
to the complexity of the contract.

420 The insurance undertaking or where applicable, the intermediary, has to take into account the
policyholderés knowledge and experience in the f
attention (Articles L. 1327-1 and L. 20-1 Il of the Insurance Code).

421 Before signing any contract, the Insurance intermediary must specify the requirements and needs
of the prospective purchaser and the reasons for the advice provided about egiivance product.

These details, which are based in particular on the information provided by the prospective purchaser, are
adapted to the complexity of the insurance contract proposed ArticlelLb#urance code.

Bankingsector

422 The creditor or credit intermediary provides the borrower explanations allowing him to determine
whether the proposed credit agreement is adapted to his needs and to his financial situation, (...) He drew
the atention of the borrower on the essential characteristics (...) and the impact that these funds can have
on its financial position, including in the event of default. This information is given, as appropriate, based
on the preferences expressed by the barow

423 When credit is offered in place of sale, the creditor must ensure that the borrower receives these
explanations fully and appropriately on the spot of the sale conditions guaranteeing the confidentiality of
exchanges. (Article L318 consumer code)

424 Before concluding the credit agreement, the creditor verifies the borrower's creditworthiness from
a sufficient number of information, including information providedthg applicant at the request of the
creditor. (Article L3119 consumer Code)

425, When the contract is a credit transacti on, t
knowledge and experience in banking atsdfinancial situation and needs, in order to be able to offer
services, contracts or transactions tailored to their situation.

426. The intermediary must also collect from the customer, including the potentiadnerst
information on its resources and its charges, and outstanding loans it has made to allow the credit
institution to ensure its solvency. (R 519 21 CMF)

Securities sector

427. The French AMF has published a positicapplicable to investment services providers and
financial investment advisers, on the collection of know your customer (KYC) information. These
professionals must gather certain information from their customers to ensure that the service they are
planning to provide is suitable or appropriate. Working within their joint unit, the AMF and the ACP
therefore decided to clarify their expectations in terms of drawing up and using customer questionnaires.
KYC is vital to providing a higkguality service, whe#tr a remote or faem-face distribution method is
used. The information gathered must make it possi
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needs, investment objectives and financial knowledge and experience. Professionals must pay close
attention to the wording of questions in the questionnaire and the way that the questions relate to the
product proposed. For example, questions asked to assess attitude to risk must be in line with the planned
investment. The assessment of financial Keolye and experience cannot be based solely on a self
assessment by the customer. The way the questionnaire is prepared and used must also make it possible to
identify answers that are obviously inconsistent or incomplete. In addition, professionals eeeddte

their customers to help them understand these rules, which are designed to protect them, and show that it is
in their interest to answer the questionnaire honestly.

Germany

428 Section 31 paragraph 2 Seti@s Trading Act (Wertpapierhandelsgesef¥pHG) states:

fAll information, including marketing communications, which investment services enterprises make
available to their clients. must be fair, cl ear an
429, The same will apply to the insurance sector pursuant to Article 24 paragraph 2 of the Directive on
Insurance Mediation (COM 2012/360/2).

Hong Kong

430, Banks / LCs shall not, during or as a consgme of an unsolicited call made, make or offer to
make (or induce / attempt to induce) with another person an agreement for that other person to sell or
purchase any securitié

431 There are positive obligations1danks / LCs under the Code of Conduct to seek information
from customers including their financial situation, investment experience and investment objectives. Each
customerés information should be ful |l yinueupbasisment ed

432 When making a recommendation or solicitation, banks / LCs should ensure the suitability of the
recommendation or solicitation for a customer is reasonable in all the circumstances.

433 The need for intermediaries to provide investment recommendation to a client after taking into

account the personal circumstances of the client
tothe AQ on Suitability. Suitability generally inv
recommended investment product with each customer
cust omer 6s i nvest ment 0 h fiirarwial isitu&tien, invéstmene kotizore risk e x p

tolerance and so on (Iltem 4 of the FAQ). Banks / LCs should help each customer make informed decisions
by giving the customer proper explanations of why recommended investment products are suitable for the
customer and the nature and extent of risks the investments products bear. Banks / LCs should document
and provide a copy to each customer of the rationale underlying the investment recommendations made to
the customer. Banks / LCs should document andrdemformation given to each customer and the
rationale for recommendations given to the customer, including any material queries raised by the
customer and the responses given by banks / H€sEven if a customer does not fully disclose his

11 gection 174 of the Securities and Futures Ordinance:

http://www.legislation.gov.hk/blis_pdf.nsf/6799165D2FEE3FA94825755E0033E532/5167961DDC96C3B7482
575EF001C7C2D/$FILE/CAP_571 e b5.pdf

Paragaph5.2 of the Code of Conduchttp://en
rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 1868 VER20.pdf

ltems 5 and 7of FAQ on Suitability http://www.sfc.hk/web/EN/fags/intermediaries/supervision/suitability
obligationsof-investmentadvisers/200:°05-08.html

112

113
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http://www.legislation.gov.hk/blis_pdf.nsf/6799165D2FEE3FA94825755E0033E532/5167961DDC96C3B7482575EF001C7C2D/$FILE/CAP_571_e_b5.pdf
http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_1868_VER20.pdf
http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_1868_VER20.pdf
http://www.sfc.hk/web/EN/faqs/intermediaries/supervision/suitability-obligations-of-investment-advisers/2007-05-08.html
http://www.sfc.hk/web/EN/faqs/intermediaries/supervision/suitability-obligations-of-investment-advisers/2007-05-08.html

personal cicumstances (e.g. financial situation) to a bank / LC, this would not stop the bank / LC from
making an assessment of the customerods attitude,
unable to make that assessment, the bank / LC shoudnagmum, explain to the customer the inherent
limitations of the advice as a result of the lack of information. Further, the bank / LC should explain to the
customer the assumptions made in relation to the advice gi¥en.

434 Whenever a product with a risk rating higher
to the customer, bank staff should remind the customer of the risihatch and that the product may not

be suitable for the customer, documénh e r easons of the customer6s c
customer should sign an acknowledgement of the riskmaieh, and full conversation should be audio

recorded™. It should be noted that a mechanical matching of risk ratings between custoth@reducts
per se may not necessarily satisfy the suitability requirement.

India

435 Investment Advisers Regulations, 2041Risk profiling being done after objective evaluation of
his risk appetite consideringshcapacity for absorbing loss, whether willing or unable to accept risk of loss
or capital.

Ireland

436. The Code of Conduct outlines requirements for product producers in their responsibility to
provide certain deiks to an intermediary in relation to a new investment product. These include:

9 the key characteristics and features of the product;
1 the target market of consumers for the product;
1 the nature and extent of the risks inherent in the product; and

1 the leve] nature, extent and limitations of any guarantee attaching to the product and the name of
the guarantor.

Italy

437. Article 40 of Consob Regulation n. 16190/2007 states that, based on information obtained from
the astomer, and taking into account the nature and characteristics of the service provided, the
intermediaries must assess whether the specific transaction recommended satisfies the following criteria:

T correspondence with the ;customerds investment

9 the nature of the transaction is such that the customer is financially able to face any risk related
with the investment compatible with his investment objectives;

1 the customer has the necessary experience and awareness of the nature of the tremsaction
understand the risks involved in such a transaction

4 jtem 2 of FAQ on Suitability http:/www.sfc.hk/web/EN/fags/intermediaries/supervision/suitability

obligationsof-investnentadvisers/200-05-08.html

15 Recommendation 25 of Annex 1 t o hiptiewwHknkdod.lsk/eng/key c ul ar

information/guidelinesand-circulars/circulars/2009/20090325shtml
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438 A series of transactions, each of which is suitable if considered individually, may not be
appropriate if the frequency of such transactions is not indbeitterests of the customer.

Japan

439 To fulfil their responsibility to provide appropriate explanation, financial services providers are
required to:

I avoid placing too much emphasis on the advantages of theadtimms and makes sure to
sufficiently explain disadvantages, such as the possibility of incurring losses and other risks;

1 avoid making false statements when promoting products and services or avoid making definitive
claims without sufficient grounds wheestribing products and services;

1 explain products and transactions in an objective manner and avoid arbitrary and subjective
statements; and

1 avoid making arbitrary use of forecasts tinged with a particular bias in cases where they use
materials (includig newspaper articles, analyst reports) containing-grarty market forecasts.

440, Also, financial services providers may discourage their customers from buying certain products
judged by their profilé®

Mexico

441 In Mexico the Securities Market Law in Section lll (Sales Practices), Articles 189 y 190 states

that brokerage firms are required to evaluate the client in order to offer products which correspond to his
profile.*’

442 The rules of the CNBV applicable to Brokerage Houses and Credit Institutions on Investment
Services in its Title | Chapter Il indicate that financial institutions that provide investment services are
obliged b request the necessary information from the clients to make an evaluation of their profile. Some
of the elements of the evaluation are: financial situation, expertise and knowledge in financial matters,
ilr;g/estment objectives, risk profile, income levehig evaluation should be later discussed with the client.

443 The Rules of CONSAR applicable to the agents of retirement funds administrators state that
agents should provide complete, truthful, relevant and ughdiafiermation to the customers (workers). The

rules also state that agents should offer workers the product that best satisfies their needs and
characteristics®®

16 Article 5-2, Regulations concerning Solicitation for Investments and Management of Customers, etc., by Japan

Securities Dealers Association

1 http://www.diputados.gob.mx/LeyesBiblio/pdf/LMV.pdf

118 http://www.cnbv.gob.mx/Bursatil/Normatividad/PagsiCasasle-Bolsa.aspx

119

http://www.consar.gob.mx/normatividad/pdf/normatividad_emitida/circulares/DISPOSICIONES de_agentes_pr
omotores.pdf
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Spain

444, The provision of financial advice is regtéd under specific terms, different to and more
stringent than the ones applicable to the general commercialization of financial products, which falls under
the general transparency ruféSAdvice is defined as any tailenade recommendation by the entitythe

client regarding one or more banking services available in the market. Advising entities shall charge an
independent fee for this service and shall act in the best interest of their clients, based on an objective and
sufficiently broad analysis ofhe banking services available and considering both the personal and
financial situation of the client, his preferences and objectives.

Turkey
Capital markets

445, Articles 46 of Communiqué Serial: V, No: 46 @&minciples Regarding Intermediary Activities

and Intermediary Institutions states that: in providing intermediation services for secondary trading, the
brokerage houses may give written or oral information to their customers about the capital market
instruments, the corporations and institutions issuing these instruments and market tendencies. Such
services shall not be regarded as investment consultancy services. However, the given information must be
fair and impartial and should not have the purposgeofing the interests of a certain individual, group or
portfolio and must not be in return of any material benefit

446 Article 11 of Communiqué on the Principles Regarding Investment Advisory Activities and
Instituions which are Authorised to Provide Investment Advisory Services reads: In carrying out
investment advisory activities, authorized institutions;

9 Shall not offer suggestions or recommendations based on misleading, false and exaggerated
information,

1 Shall povide investment advices based on reliable documentation, supportive reports and
analysis,

1 Shall give recommendations to customers by considering their financial status, investment
purposes, liquidity and risk and return preferences so as to enable dhevaké the most
appropriate investment decisions,

I Shall not make any written or verbal commitment to the customers implying that given
investment advise will provide a certain and determined return,

9 Shall primarily consider the benefits of clients in adiror indirect conflict of interest with their
clients, and treat their customers fairly in case of a conflict of interest that cannot be prevented
among clients,

9 Shall not use the results of the researches which are to be announced to the cliensnin writ
audio and visual formats and which can affect the investment decisions of the clients for their
own benefit or for the benefit of third parties before announcing to the clients.

120 Art. 10 Ministerial Order on Transparency and Protection of Banking Services Customers (Orden
EHA/2899/2011, de 28 de octubre, de transparencia y proteccion del cliente de servicios bancarios)
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UK
Investments

447. COBS contairdetailed suitability requirements around the steps that providers must take to help
ensure that the advice they give meets their clie

Mortgagesector

448 Where a firm chooses to provide mortgage adviegaust base this on a proper consideration of
the consumer's needs and circumstances

Noninvestmeninsurance sector

449, A firm must take reasonable care to ensure the suitability of its advice for any customer who is
entitled to rely upon its judgment. There is also more detailed suitability Guidance for firms selling
protection products in ICOBS.

Banking sector

450, Guidance to firms states that authorised depiakidrs are nowbbliged to make personal
recommendations to customers relating to particular accounts or deasjf services. But, if a deposit

taker chooses to make a personal recommendation to a customer who is entitled to rely upon its judgment,
it should take resonable steps to ensure that the recommendation is suitable for the customer in question,

taking into account that customero6s needs, object

451 In addition, depositakers should bear in minttiat, depending on the circumstances, they may
owe a customer a duty of care under the general law in relation to giving advice.
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4, PROMOTIONAL MATERIAL
Australia

452 The Australian regulator, ASIC activetyionitors advertising to ensure confident and informed
investors and to ensure promoters comply with their legal obligations not to make false or misleading
statements or engage in misleading or deceptive conduct. In addition, the Corporations Act 2665 requ
that all information contained in a PDS must be worded and presented in a clear, concise and effective
manner.

453 ASIC has released guidance on advertising financial products and advice services, to ensure
confident and informed investors and financial consumers, and ASIC can take action in response to
misleading or deceptive conduct.

Canada
Banking sector

454, Federal regulations and legislation set out certain requitsmaith respect to promotional
material and advertisements for financial products. For example, the Cost of Borrowing regulations require
a federally regulated financial institution to disclose the annual interest rate and the term of the loan in any
advetisement. The interest rate must be provided at least as prominently and in the same manner as any
other representation.

455 As another example, a federally regulated financial institution that uses past markehgect
in an advertisement for a principal protected note must represent that performance fairly and disclose that
past market performance is not an indicator of future market performance.

456, Under the Cost of Boowing regulations, federally regulated financial institutions are required to
provide clear information in credit contracts and application forms through a summary box that sets out
key features, such as interest rates and fees.

Securities sector

457. In accordance with securities legislation an advertising document must adequately reflect the
information presented in the prospectus, without distorting it by selective presentation or by adding
misleading statements. &tregulatory framework for public offerings specifies that issuers should apply
pl ain | anguage principles when (Ghidelnesgor thgoraview, t he i
supl%gvision and retention of advertisements, sales literature and cordespa#t’, MFDA rules 2.7 and
2.8:

121
http://iiroc.knotia.ca/Knowledge/View/Document.cim?Ktype=445&linkType=toc&dbID=200805345&tocID=1

847
122 hitp://www.mfda.cakegulation/rules/RulesFeb13.pdf In Québec, see als®egulation respecting firms,
independent representatives and independent partnerships Division I

http://www2.publicationsduquebec.gouv.gc.ca/dynamicSearch/telecharge.php?type=3&file=/D_9 2/D9 2R2_A
.HTM, still applicable to mutual fund dealers and scholarship plan dealers: see sectidn 480 amend the
Securities Act and other legislative provisions 2009, chapter 25.
http://www2.publicationsduguebec.gouv.gc.ca/dynamicSearch/telecharge.php?type=5&file=2009C25A.PDF
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Insurance sector

458 In the Province of Quebec, tHRegulation under the Act respecting insurariéeprovides
specific rules pertaining to advertisement. An insurer may not exaggbeatextent of the protection
offered or the amount of payable benefits, nor minimize the cost thereof. It must also specify the
exclusions likely to affect the nature or scope of the protection under the contract, and expose any
limitation resulting from avaiting period.

Chile

459 415. In Chile misleading advertising is regulated by the Law on Protection of Consumer Rights.
For its part, industry regulations issued by the Superintendence of Securities and Inandirtbe
Superintendence of Pensions also regulates matters referred to misleading advertising.

France

460, As a general principle, untrue, misleading statements, omission of necessary information in
advertising mateals are prohibited (all sector) by article L121l of consumer code as bad commercial
practice

Banking sector

461 All advertisements, regardless of the medium, which concerns consumer credit to consumers and
indicates an interest rate or quantitative information related to the cost of the loan has to state clearly,
accurately and prominently a list of compulsory information using a representative example-4L 311
Consumer code)

462 Articles L3124 and L 3125 of the Consumer code stipulate that all advertising regarding
mortgages credit shall indicate the nature, duration, objective, total cost, rate, and withdrawal period in a
clear and understandable way.

Insurance sector

463 All information, including advertising, relating to a contract of life insurance or an endowment
contract are accurate, clear and not misleading. Advertising should be clearly identified as such. (Article
L132-27 Insurance Code)

Hong Kong

464 Intermediaries should ensure that advertisements do not contain information that is false,
disparaging, misleading or deceptiié.

465 Unless an exemption applies, marketing materials for securities that are offered to the public
requires authorization from the SFC prior to issuance or publication (Sections 103 and 105 of the
Securities and Futures Ordinancé).

123

http://www2.publicationsduquebec.gouv.gc.ca/dynamicSearch/telecharge.php?type=3&file=/A_32/A32R1_A.H
M.

Paragraph 2.3 of the Code of Caoet http://en
rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 1868 VERZ20.pdf

124
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466 The SFC Product Handbodfand the Advertising Guidelines Applicable to Collective
Investment Schemes Authorized under the Product ¢ddesl the Advertising Guidelines Applicable to
Unlisted Structured Investment Products in the Code dfstéd Structured Products under the SFC
Product Handbook set out general requirements as well as pephaitic requirements of advertisements,
such as use of language and graphics, performance information, examples, and warning statements.

467. For bankissued currenclinked or interest ratinked investment products that are not regulated

by the Securities and Futures Ordinance, the HKMA expects banks to follow standards similar to those
issued by the SFC onarketing materials. The HKMA states that such marketing materials must be clear,
fair and present a balanced picture with adequate and prominent risk disclosure in compliance with all
applicable regulation€®

468 The above requirements emphasise ommbe approval controls. The HKMA conductssite
examinations to assess banks®d controls and ascer
requirements as eante and eypost controls.

469 The following are examples of specific requirements of the CoBP in relation to promotional
materials:

1 Banks are required to ensure that all promotional materials are fair and reasonable, and do not
contain misleading information.

1 Banks are required to indicate the APRs and other relevant fees and charges in any promotional
materials which include references to interest rates.

9 Banks are required to clearly indicate in promotional materials the conditions which promotional
benefits ag subject to.

India

470, The SEBI (Mutual Fund) Regulations, 1996 Advertisement Code and Guidelines: any
misleading information or advertisements would also attract action under FUTP Regulations

Ireland

471 Effective practice seeks a same level of differentiation of consumers to identify those consumers
that require a greater level of protection. Such differentiation has been incorporated into the 2012 Code in
the formofadefni t i on of 6vul nerabl e consumer 6, which hi
some consumers. The inclusion of this definition in the Code means that regulated entities now have to
consider whether a consumer has any of the characteristegs/aiherable consumer when making an
assessment of the suitability of a financial product or service for that consumer.

125 gecurities and Futures Ordinance:

http://www.leqgislation.gov.hk/blis_pdf.nsf/6799165D2FEE3FA94825755E0033E532/5167961DDC96C3B7482
575EF001C7C2D/$FILE/CAP_571 e b5.pdf

126 SFC producHandbookhttp://enrules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 3038 VER10.pdf

127

Advertising Guidelines Applicable to Unlisted Structured InvestrReatiuctshttp://en
rules.sfc.hk/net_file store/new_rulebooks/h/k/HKSFC3527 2800 VER10.pdf

HKMA circular of 13 July 2009http://www.hkma.gov.hk/eng/keynformation/quidelinesand
circulars/circulars/2009/20090743shtml

128
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http://www.legislation.gov.hk/blis_pdf.nsf/6799165D2FEE3FA94825755E0033E532/5167961DDC96C3B7482575EF001C7C2D/$FILE/CAP_571_e_b5.pdf
http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_3038_VER10.pdf
http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_2800_VER10.pdf
http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_2800_VER10.pdf
http://www.hkma.gov.hk/eng/key-information/guidelines-and-circulars/circulars/2009/20090713-2.shtml
http://www.hkma.gov.hk/eng/key-information/guidelines-and-circulars/circulars/2009/20090713-2.shtml

Israel
472 Relevant regulations include the following:
9 Banking (Customer Service) Law, 198&9ecially sections 3,4,5,6, 6A
1 Proper Conduct of Banking Business Directive 4B@nking services for new immigrants.
1 Banking (Customer Service) (Advertising Aimed at Minors) Regulations, 1995
Proper Conduct of Banking Business Directive 4M6i n oAcceuits.
Italy

473 Unsolicited commercial communications with consumers through mail, email, the web, telephone
or other distance communication techniques is not allowed without prior consent of the consumer.

474 All information, including advertising and promotional notices, addressed to customers and
potential customers by financial services providers must be correct, clear and not misleading.

Japan
475, Financial services providers should provide their customers with clear and precise information to
ensure the appropriateness of their solicitation. In this regard, due attention should be given to the

following points:

1 Whether advertisenmgs, could lead customers to erroneously believe that the fees, commissions,
other rewards and expenses they must pay are nil or substantially lower than the actual levels.

1 Regarding financial instruments whose value could fall below their principal amotartwhich
the loss amount could exceed the principal amount, whether the advertisement, etc., clearly
indicates such risks.
476. Regulations regarding promotional materials are not applied to professional isvestor
Luxembourg
Relevant regulations include the following:
Law of 5 April 1993 on the Financial Sector
GrandDucal Regulation of 13 July 2007

Law of 10 November 2009 on payment services

Law of 8 April 2011 concerning the implementation of a Consumer Code

= = =4 =4 =9

Law of 17 December 2010 relating to undertakings for collective investment
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Mexico
477. Regulations in Mexico provide guidelines to be followed by financial services providers with
regards to promotional material ¢(amte control), and the oversight body should have the authority to
review promotional material and sanction providers that deviate from the guidelifqassteoontrol).
478 Article 12 of the LTOSF states that finaakiinstitutions must comply with the guidelines
established in the Rules of Condusef applicable to financial institutions regarding promotional materials.
The guidelines for promotional materials should consider the following aspects:

1 The truthfulness andccuracy of the information related to the products and/or services offered,

1 That they do not contain elements of unfair competition;

9 Transparency in the characteristics, and risks inherent in the product or service;

Financial literacy elements for the piab

Contact points for getting further information;

= =4 =

The disclosure mechanisms to inform the public about the commissions ctarged.

479, The Rules of Condusef applicable to financial institutions in its section loicipy (section V)
indicate the elements that publicity and promotional materials of financial institutions shoufd°have.

480, The Rules of the CNSF applicable to Insurance companies in its Title 10 establisfuisées
that the publicity and advertising of insurance companies must comply; it states that information provided
needs to be clear, unbiased, accurate and timely in order to promote fair compétition.

481 The Securities Market Law states in Article 6 that the dissemination of information about
securities for promotional, marketing or commercialization purposes addressed to the general public is
subject to the previous authorization of the National Banking andrBies Commissioli?

482 The Rules of CONSAR applicable to the advertisement of retirement savings systems specify the
principles that must be complied with: clarity, purpose, truthfulness, relevance, verifidaiaity,
identification. Furthermore, the rules state that pension funds administrators should establish their own
codes of conduct regarding advertisement to promote good practices and a healthy competition in the
sector. The rules also define the eletaghat are forbidden for any kind of advertisement.

483 Finally, these rules also regulate the comparative advertisement that pension funds
administratordés i ssue. The i nf oasnabe ithe informasiom thatf o r
CONSAR has on its webpad@.

129 http://www.condusef.gob.mx/PB&marco_juridico/ley_transparencia ordenamiento.pdf

130 http://www.condusef.gob.mx/PB&marco_juridicédisposicion_entidades financieras.pdf

181 http://www.cnsf.gob.mx/Normativa/Paginas/Acus2011.aspx

132 http://www.diputados.gob.mx/LeyesBiblio/pdf/LMV.pdf

133 ttp://www.consar.gob.mx/normatividad/pdf/normatividad _emitidedtares/DISPOSICIONES en_materia de p
ublicidad_del_SAR.pdf
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http://www.condusef.gob.mx/PDF-s/marco_juridico/disposicion_entidades_financieras.pdf
http://www.cnsf.gob.mx/Normativa/Paginas/Acus2011.aspx
http://www.diputados.gob.mx/LeyesBiblio/pdf/LMV.pdf
http://www.consar.gob.mx/normatividad/pdf/normatividad_emitida/circulares/DISPOSICIONES_en_materia_de_publicidad_del_SAR.pdf
http://www.consar.gob.mx/normatividad/pdf/normatividad_emitida/circulares/DISPOSICIONES_en_materia_de_publicidad_del_SAR.pdf

Netherlands
484 The following approaches are taken:

1 For investment services which are not under the supervision of the AFM (which means there is
no obligation to have a prospectus or license), the service has to be accompanied by a so called
vrijstellingsvermeldinga warning sign and text that the service is not under the supervision by
the AFM

1 Any credit advertisement or offer has to be accompanied by dasthred warning sign focused
on the consumer.

T in advertisements for a complex product a Ori
shows five different rislcategories to consumers. Based on prescribed calculations providers can
indicate which category is applicable to the product. The risk with most impact on the calculation
is whether consumers can lose their deposits. Or can be left with a dept at the end of the duration
of the product. An example of the risk indicator is added below fmoduct with very high risk.

Also a reference needs to be made to the financial leaflet.

9 Credit Table: when the interest rate of a consumer of mortgage credit is mentioned in advertising,
a table with the total cost of credit has to be mentioned

1 APRC (XKP) in advertising for consumer credit: Annual percentage rate of charge has to be
mentioned in advertising to reflect total cost of credit; this is implementation of CCD

Portugal

Banking sector

485, Notice No. 11/20@ on Advertisement that establishes a set of principles and rules relating to
advertisement made by credit institutiohsformation in all advertising materials must be (taking into
consideration the various media that can be used for publicity): cldaacanrate; balanced/proportional

(re advantages and risks of the product); visible/audible

486. Banco de Portugal monitors compliance of all advertising campaigns on all banking products and
services with the existg rules. All the different means of communication are under scrutiny (TV,
outdoor s, mai | shot s, i nternet, b eanpllarg tdvertiing, and
campaigns to be changed or suspended.442. Ex ante approval by the Centras Bzmkired for
advertisement related to structured deposits.

South Africa

Collective investment schemes

487. Relevant regulations include the following:

9 Section 100 of CISCA provisions on the content of price list&glvertisements, brochures

1 Sections 106 and 107 prohibit the making of false and misleading statements regarding CIS
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Capital markets

488 JSE Equities Rules
1 Rule 8.10.3 Disclosure

489 Code of conduct for authorised users (Notice 20 of 2005)
1 Section 4 Disclosure to clients

Pension sector

490, Financial services providers or authorised agents are regulated and superviselddmjstnar of
Financial Advisors and Intermediary Services.

Financial advisory & intermediary services
491 Section 14 of the General Code of Conduct (BN 80 of 2003)
Insurance sector

492 Longterm Insurance Act No. 52 of 1998 and Skerim Insurance Act No. 53 of 1998: Section 4

- If any advertisement, brochure or similar communication which relates to the business oftexriong
insurer, or to a longerm policy, and \ich is being, or is to be, published or issued by a person, is
misleading or contrary to the public interest or contains an incorrect statement of fact, the Registrar may by
notice direct that person not to publish or issue it or to cease publishinguorgist or to effect the
changes to its which the Registrar deems fit.

Spain

493 Publicity of financial products and services must be clear, sufficient, objective and not

misleading, setting explicitly the advertigi nature of the message. On a preventive basis, the general

advertising policy of the entity must take into account the protection of the legitimate interests of clients.

Information on interest rates must be provided in terms of annual percentage citergd (TAE)
describing the approximate cost or return of a banking product

Turkey
Banking sector

494 fiRegulation on Principles and Practice Bases of Advertisement and Announéementd at e Jur
14, 2003) requires Bdks not to be misleading about credit products.

495 Ethical Principles published by Turkish Bankers Association in July 26, 2006 requires Banks
advertisements to be honest and not to be misleading. Associatiomslagdgulation about requirements
of advertisements.

Capital markets
496, Board decision no. 40/1243 dated 14.10.2005 foresees: intermediaries shall be permitted to

launch promotional campaigns so long as the Baarwiified regarding the details of the campaign prior
to launch and the Board does not object within 10 days of notification, provided that the campaign shall not
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include information which: might constitute infringement of rights and benefits of custamagainst the
rules of good faith, is exaggeration, is unfaithful to reality and might mislead customers or the public.

497. Article 20 of Communiqué Serial: V, No: 125 on Principles on Leveraged Trading and
Institutions Engaging in Leveraged Trading regulates advertisements, public announcements and
notifications for leveraged trading activities of intermediaries. Advertisements and announcements of any
kind and medium regarding leveraged activities shatrihful and objective. Authorized intermediaries

cannot prepare and announce to the public any kind of advertisements or announcements which is based on
untrue, false, misleading or exaggerated facts. Authorized intermediaries in advertisements or
announements cannot promise absolute return or guarantee against loss. Such measures shall also be
applied in promotional and informational activities directed at individual investors.

UK
Investments

498 The onus is on thadvertiser to ensure that promotions meet our-tdgal requirement that they
be clear, fair and not misleading.

Mortgage sector

499, The onus is on the advertiser to ensure that promotions medehajtrequiremats to be clear,
fair and not misleading and also include any required details (e.g. the APRC).

Noninvestment insurance sector
500 FCA Principle 7 is reinforced by the ICOBS rules, which also require that, wherma fi

communicates information, including a financial promotion, to a customer or other policyholder, it must
take reasonable steps to communicate it in a way that is clear, fair and not misleading.
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5. SPECIFIC DISCLOSURE MEASURES
Australia

501 The Australian Consumer Credit Legislation (Enhancements) Act 2012 sets out requirements on
small amount lenders to display warnings on their premises and websites and to read out warnings over the
telephone disclosing informat about alternatives to small amount loans and where to get advice and
financial counselling.

502 For example, the Australian Government requires that certain risks, if relevant, need to be
disclosed for nosstandad margin lending. In addition, ASIC guidance suggests stark language is used.

Canada
Banking sector

503 As a specific example, th@rinciple Protected Notes (PPN) regulatiosst out a number of
disclosure requirements that look to yield a balanced presentation of PPNs. The regulations specify that
institutions must disclose any risks associated with the note, including the risk that no interest may accrue,
along with the dishction between a PPN and a fixed rate investment, examples under which PPNs are not
appropriate investments, and any other informati o

note**

504 The Negative Option Billing Regulationsequire federally regulated financial institutions to first
obtain consumersodo express consent before providi
service. The regulations also require federally regulated finantséitutions to provide individuals
receiving optional products and services, such as credit balance insurance or fraud alerts, with advance
notice for the end of promotions and changes to the terms and conditions of the optional product or service.
Theseregulations came into force in 20%2.

Securities sector

505 Canadian regulators expect registrants to present disclosure information to clients in a clear and
meaningful manner in order to ensure clients understagdnformation presented. Registrants should
ensure that investors can readily understand the information. These requirements are consistent with the
obligation to deal fairly, honestly and in good faith with clients.

506. Complex and bundled products are currently part of the exempt market allowing for distribution
without a prospectus to limited categories of investors.

507. Draft regulations and amendments relating to secearifiz pr oduct s (the fiDr
Products Regulationso) are subject of current col
out a new framework for the regulation of securitized products in Canada.

508 There are two main features of the Draft Securitized Products Regulations:

1 Enhanced disclosure requirements for securitized products issued by reporting issuers; and

134 http://lawslois.justice.gc.ca/eng/requlations/S@BR08 180/

http://lawslois.justice.gc.ca/eng/regulations/SQRBR1223/index.html

135
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http://laws-lois.justice.gc.ca/eng/regulations/SOR-2012-23/index.html

1 New regulations that narrow the class of investors who can buy securitized produats o
prospectugxempt basis in the exempt market, and require that issuers of securitized products
provide disclosure at the time of distribution, as well as on an ongoing basis.

509 The Draft Exempt Distribution Regations in particular are a significant departure from the
current exempt market regulatory regime.

Czech Republic

510 The Czech Republic supports risk warning®onsumer should be fully informed about possible
risks arising from product design. Though, such an information need to be communicated transparently and
understandably i.e. in the standardised way as is described above.

511 Information about risk is key informatio not only for investment products, where it completes
their yield and liquidity characteristics, but also for other financial products as credit and insurance ones.
Without such information, consumer decisions can be distorted and irrational.

France

512 See n° 125 to 129 Regulators recommendations on specials disclosure measures to provide
information commensurate to complex or risky products.

Banking sector

513 The Financial Sector Advisory Committee (Comité consultatif du secteur financier, CCSF) was
established by Law. It is responsible for studying issues related to the relationship between on the one
hand, credit institutions, payment institutions, investmemdiand insurance companies and the other,
their clients and proposing appropriate measures in this area, particularly in the form of notice or general
recommendations.

514 Through this process, a short form docunieag been developed for insurance as collateral for a
real estate credit. This short form document must, as professionals involved (banks, insurers, credit
intermediaries, insurance intermediaries) have committed themselves, to be given to each apphcant f
credit agreements relating to residential property mortgage insurance as collateral for loan since July 1,
20009.

Insurance sector

515 The supervisory authority (ACP) is entitled to require modification or talddgo withdraw any
document (i.e. contract) non compliant with the laws (Artici@1ll0-13 of the Insurance Code). The ACP
strongly supports the view that consumers should be given more accurate information for complex
products

516 In the PIPS European discussion, the ACP proposes &tage approach for life insurance
contracts:

1 at the contract level, consumers should receive an Insurance document, encompassing

information on the essential features of the contfgoarantees, tax and inheritance regimes,
beneficiary clause, etc.), as foreseen in Sll directive (art. 185).

86



T at underlying assetsdé | evel, consumers shoul
the PRIPs regulation proposal. This informatioowd be comparable in all ways to the
information received for any other PRIPs product.

517. ACP states a recommendation 26R-Q1 relating to the marketing of udibked life insurance
policies composed of compléixiancial instruments,

Hong Kong

518 Certain sample risk disclosure statements are provided in the Code of Conduct. The substance of
such statements is considered as the minimum required and intermediaries m@aypetaate additional
risk disclosure information as appropriate.

519 Where any of the risk disclosure statements in Schedule 1 to the Code of Conduct are applicable,
a declaration by bank /LC staff and acknowlexgnt by customer should be executed (Schedule 1 to the
Code of Conduct).

520 The financial regulators also issue circulars to intermediaries to provide guidance on-product
specific risk disclosure wher@ppropriate. For instance, key risks of basket edukgd products that
warrant special attention, accumulators and investiivéked assurance schemes were highlightéd.

521 The key risks of certain investmemtoducts as highlighted in the circulars are-s@haustive.
Banks should have a thorough understanding of each investment product they offer and provide customers
with proper disclosure and explanation in each'¢ase

522 The offering documents and KFS of Products should contain information necessary for investors
to be able to make an informed judgement of the investment and, in particular, shall meet the disclosure
requirements under the applicable Product E8deAll key features and risks of the Products shall be
highlighted for investors prominently in a succinct manner. KFS is part of the offering document of the
product (unless otherwise provided in the applicable product codes), and requires authoriz#tion by
Securities and Futures Commission.

523 It is mandatory to prepare product summaries in the form of a KFS / Important Facts Sheets (IFS)
for relevant Products and distribute a copy to customers prior to oraititeof sale. The KFS / IFS shall

be clear, concise and shall be capable of being easily understood by investors. Among other requirements,
A KFS / IFS shall contain information that enable investors to comprehend the key features and risks of the

136 Schedule 1o the Code of Condudhttp://en

rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 1868 VER20.pdf

HKMA circular of 5 January 201ttp://www.hkma.gov.hk/media/eng/doc/kevformation/quidelinesand
circular/2012/20120105el.pdHKMA circular of 22 December 2010:
http:/Mww.hkma.gov.hk/media/eng/doc/kéyformation/quidelinesandcircular/2010/20101222e1.pdf
HKMA circular of 14 March 201 1http://www.hkma.gov.k/media/eng/doc/keinformation/guidelinesand
circular/2011/20110314e1.pif

HKMA circular of 5 January 2012http://www.hkma.gov.hk/media/eng/doc/kéormation/guidelinesand
circular/2012/20120105e1.pdf

139 SFC product Handbookittp://enrules.sfc.hk/net_file_store#w _rulebooks/h/k/HKSFC3527_3038_VER10.pdf

137

138
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http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_3038_VER10.pdf

Produ¢ and shall be prepared in a format that facilitates comparison with other Products. Templates were
developed by regulators to facilitate more standardised disclosure across the internt&tiaries.

524 The following ae examples of specific requirements of the CoBP:

1 Banks are required to give security advice to customers on their use of cards and the related
personal identification numbers, and devices and passwords for accessing electronic banking
services.

I Banks arealso required to inform customers of the respective liabilities for losses related to the
use of these two banking services.

Hungary
Insurance sector

525 It is good practice for insurance companies and independantirce intermediaries to develop

clearly understandable, transparent and easily manageable summaries or abstracts (preferably no more than
two to three pages) that contain the key parameters ofinked life insurance and clearly highlight the

key contact elements, in order to promote informed consumer degaisaking.

India
526 I n I ndia the use of 6col our codingdé for var
discussion. Warnings /alerts are issued to wowss on phishing emails/ unregistered collective

investment schemes or any such related schemes/ products running in the market. In case of IPOs, the
risks are classified and in the decreasing order of the risks.

Ireland

527. The use of warning statements are intended to highlight the risk factors attaching to various
products and services and ensure that consumers receive balanced information in relation to products or
services. All the warning statements requirgdhe 2012 Code must be prominent, i.e. they must be in a
box, in bold type and of a font size that is at least equal to the predominant font size used throughout the
document or advertisement.

Israel

528 Relevant rgulations include the following;

1 The area of securities advice and portfolio management is regulated by the Israel Securities
Authority.

9 The area of pension counselling and marketing is regulated by the Ministry of Finance.

1 In May 2011, the Supervisor ofaBks issued a letter to the Banks regarding Adjustable Rate
Housing Loans. In this letter the banks were obliged to provide specific Information to borrowers

140 KFS templates: http://www.sfc.hk/web/EN/regulatosunctions/products/productuthoization/productskey-

factsstatements.htmland IFS templates: see Annexes 1 anthtth://www.hkma.gov.hk/media/eng/doc/key
information/guideli®sand-circular/2011/20110418e1.pdf
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concerning housing loans, which carries interest rate adjusted to the prime interest rate. This
included an example of the effect of an increase in the prime interest rate on the monthly
payments.

T Sales (Dwellings) (Assur ance o{sectibo B& Properer s 0
Conduct of Banking Business Directive 32Broject finance.

Italy

529 It is a requirement for information on complex and bundled products must be comprehensive; if
the bundled products concur to form a new integrated product, all the information has to be provided in one
document, ira way which clearly states all the costs and risks which are connected with the product as a
whole.

530 As far as loans are concerned:

1 specific arrangements are provided in order to ensure that the calculatior @hloal
percentage rate of charge duly takes into account bundled ancillary services;

1 consumers can shop around in order to find insurance contracts at more suitable conditions. In
order to make shopping around easier the law has mandated the insurpecés@u to
standardise the minimum contents of life insurance contracts bundled to loans: thus financial
services providers may not require insurance contracts which have such unique features that
consumers cannot find them elsewhere on the market; stisateon also makes comparison
amongst different options available on the market easier;

1 banks are banned from bundling a current account and, under certain circumstances (e.g. when
they are the beneficiaries of the insurance and receive a compensatiorth insurance
company) an insurance contract when selling loans.

Portugal
Banking sector

531 For structured deposits, Decreaw No. 2011A/20 of 3 November and Notice No. 5/2009 sets
out the precontractual information to be provided to the client. Information shall be comprehensive and
warn in detail for the risks of the product.

532 To address the increasing complexity of the products sold to retail customers and to ensure the
completeness and adequacy of the information provided to customers before the completion of the
contract, Portugal has establistthdt all advertising and pieontractual information regarding complex
banking deposits products must be-ppproved by the supervisory authority.

533 A code of conduct has been addressed to credit instituticcwding to which complex products

and products which do not guarantee the repayment of 100% of the invested capital should not be sold in
association with traditional banking products (deposits, credits, payment services).
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South Africa

Capital markets

534 JSE Equities Rules
1 Rule 8.10.3 Disclosure to clients

535 Code of conduct for authorised users (Notice 20 of 2005)
9 Section 4 Disclosure to clients

Pension sector

536 Financial services providers or authorised agents are regulated and supervised by the Registrar of
Financial Advisors and Intermediary Services.

Financial advisory & intermediary services
537. Relevant regulations

9 Section 5 of the Discretionary Code

9 Sections 7 to 8 of General Code of Conduct (BN 80 of 2003)

1 Board Notice 571 of 2008
Turkey
Capital markets
538 From the institutional investors sideursuant to the article 39, paragraph 2 of the '‘Communiqué
on Principles Regarding Mutual Funds', it is compulsory to be taken the written order from the investors
which includes a statement that the prospectus and the circular of the fund has beemderathod and
the risks are perceived during the sale of the units of guaranteed funds and protective funds which have
private sector bonds in their portfolios.
539 For intermediary institutions, the Capital Markets Law no.6362 which came into effect on
30.12.2012 foresees a transitory period of 6 months for the drafting and finalization-refgstaiions,
until when current CMB regulations will be in effect.
UK

Investments

540 Risk warnings are used in advertising and the Key Features to highlight the risks of investing.
COBs rules require firms/providers to disclose all relevant risks.

Mortgage sector

541 Risk warnings are used in advertising and the KFI to highlight that mortgage borrowing involves
putting the home at risk. The KFI also includes risk warnings about affordability, foreign exchange and

9C



interestrate risks. As well as pscribing the form and content of the mortgage disclosure, national
regulation prevents firms adding to the document in an effort to reduce information overload.
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6. CONSUMER RESEARCH

Australia

542 The Australian Geernment conducted consumer research on disclosure documents, for example,

a prototype short margin lending PDS was developed in conjunction with a third party professional, and
was extensively consumer tested.

543 Where possible, extensive consumer testing of prototype products by experts in design should be
undertaken prior to their release to produce products that are useable by consumers, legible and readable,
easily navigable and enable consumers to make amiatbchoice about the product.

Canada

Banking sector

544, In 2010, the Financi al Consumer Agency of C
monitoring and evaluating trends and emerging issues that may have anampgacasumers of financial
products and services. The FCACbds research divi si

consumer issues. The FCAC conducts and commissions surveys to evaluate the needs and behaviours of
consumers of financial rpducts and services and to assess the efficiency and effectiveness of their
activities that aim to empower consumers and to promote consalatyd compliance by financial
institutions.

545 At the federal level,n 2009 the Canadian Financial Capabilities Survey was launched. The
survey provided insights into levels of financial literacy across different segments of the population.

Securities sector

546. The CSA conductedconsumerresearch to help determine aidprove the effectiveness of
disclosure requirement#s a tool for policy development, the CSA often uses focus groups and surveys
with consumer$",

547. The 2012 Investorlrdlx i s t he CSA6s third survey on inve
and incidence of investment fraud. The survey examined similar themes to those conducted in 2006 and
20009, i ncludi ng -rtehpeo ritnecdiod e nncvee sot fo secfriidéafagdlatasnThe a war
2012 survey also included new questions in the areas of market expectations and the role of social media in
investing.

548 TheAutorité des marchés financiefst he #fA AMFO) h anee tod, the AMFdndea,pt e d
to measure the knowledge and behaviour of consumers of financial products and services inTQaébec
AMF Index is a useful resource for developing and adapting educational tools and better targeting
consumers who could benefibm more knowledgeable behaviours.

141 Draft Regulation to amend National Instrument3I3 Registration Requirements, Exenops and Ongoing

Registrant Obligationand Draft Amendments to Companion Policy to National Instrumetii03Reqgistration
RequirementsExemptions and Ongoing Registrant Obligatier@ost Disclosure, Performance Reporting and
Client Statements
1 Exempt Market Investors Account Reporting Practices Online Survey Final Report
9 Results of Investor Focus Groups and Personal Intervi@askground Report for Online Survey of

Exempt Market Investors
9 Telephone survey of Retail investdré\ccount reporting practices Omnibus Final Report
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549, Ontariob6s targeted review (sweep) of exempt
introduced a new approach of cont ac trtiofmgmahcowssa mp | e
of compliance inspectidft.

Insurance sector

550 The National Complaint Reporting System identifies types of complaints in order to track
problems with specific insurers and trends within the itvglus

France

551 A Glossary of key terms used in the fields of banking, insurance, savings and financial assets has
been prepared by the General Secretariat of the Financial Sector Advisory Committee (FSAC) in the
framework of this Committee, which combines including the financial sector and consumer associations, in
collaboration with the Treasury and the supervisory authorities (prudential Control Authority, Autorité des
marchés financiers). The glossary is inthdo help customer understand the terms most commonly used

to present the characteristics of a product and the names of the various banking and financial products.

552 One of the main tasks of the Retail investdatiens division within the French Autorité des

marchés financiers, created in May 2010, is to know behaviour of investors and financial product
mar keting practices better (establishment of a ¢
shoppingo) .

553 With mystery shopping, the French AMF seeks to increase its preventive efforts to protect
savings by onsite monitoring of how financial products are presented to the general public. The aim of
mystery shoppingsito have a specific view of financial product marketing, understand better good and bad
practices and begin a dialogue with the professionals concerned. It is not a monitoring tool or a tool
all owing the AMF to sanct i oidgh pravides velewait subjdcts foethet i t vy .
controls of the financial products distribution.

Germany

554, In Germany a consumer advisory council has been set up. Furthermore, the complaints procedure
for consumers and otheustomers of supervised enterprises as well as consumer protection organisations
has been incorporated into the Act Establishing the Federal Financial Supervisory Authority (8 8a
FinanzdienstleistungsaufsichtsgesietzinDAG) to ensure that consumer isswwill play a larger role in
BaFinds supervisory approach.

Hong Kong
555 Though there are no mandatory requirements that banks / LCs have to conduct research on
customer behaviour, the following requirements givemedints on how banks can improve their selling

practices.

556 Banks / LCs are required to use simple and plain language for disclosure and explanation to
customers in order to assist them in making informed decisitins.

142 hitp://www.0sc.gov.on.ca/en/SecuritiesLaw sn 20121127383 annualpt-dealers.htnsection 2.2

3 jtem 5 of FAQ on Suitability: http://www.sfc.hk/web/EN/fags/intermediaries/supervision/suitability

obligationsof-investmemadvisers/200-05-08.html
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557. Intermediaries should exercise extra care in advisldgrly or unsophisticated clients or those
who may not be able to make independent investment decisions on complex investment products and rely
on intermediaries for advice, particularly when these clients invest in investment products with long

maturity periods and those which will attract hefty penalty charges upon early redemption or withdrawal.
144

558 If banks are involved in the sale of investment products to vulnerable customers (e.g. less
sophisticated custonmeiin terms of investment knowledge and / or education level), additional measures
should be implemented, such as allowing those customers to choose during the initial transaction whether
they would like to bring a companion to witness the sale procesg,arfthve a second frontline staff to
handle the sal¥?

559 Customer surveys, in particular pestle surveys, may be conducted by banks to collect
customers6 opinion on eff ect dthernsaggestions fon waysefor e x i s
improvement.

560 According to Updated Requirements Relating to the Sales of ILAS Products-saf@stll has
to be performed with the customer under the following situafitins:

M custone r being AVul nerable Customerso

9 the features / risks level of the products proposed not suitable to the customer as declared in
Applicantds Decl arations

T the customer opting out to perform FNA and RP

561 The SFC conducted a mystery shopping exercise jointly with the HKMA in 2010 to look into the
selling practices of selected LCs and banks involving unlisted securities and futures products. The results
were published in May 2011The mystery shopping exercise identified deficiencies in complying with the
selling practices requirements that need improvements. The HKMA is conducting another mystery
shopping exercise in 2013 to understand the sale practices of banks in thersadstofent and insurance
products.

562. The IA has introduced mystery shopping programme on a number of insurance products in 2011
and the exercise was useful to reveal some common practices that insurers adoplsa idedtify areas
where i mprovements could be made in the sales pro
Ireland

563 The Central Bank of Ireland conducts consumer research in order to gain a greater understanding
of consumer attitudes to financial services. The research findings are used to inform our policy
development and highlight specific areas that require increased monitoring/supervision. For example, the
Central Bank commissioned research on consumer atitiedFinancial Services Advertising (focus group

144 tem 4 of the FAQ on Suitability:http://www.sfc.hk/web/EN/fags/intermediaries/supervision/suitability

obligationsof-investmetadvisers/200-05-08.html

195 HKMA circular of 6 April 2011: http://www.hkma.gov.hk/media/eng/doc/keformation/quidelinesand

circular/20110406el.pdf
http://www.hkfi.org.hk/pdf/e _NewRequirements.pdf
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survey). The results of the research will be used to inform our policy guidelines (including disclosure
requirements) for firms in relation to advertising.

Israel

564 Banking institutions in Israel conduct consumer research on a regular basis for marketing
purposes.

Luxembourg

565 Relevant regulations include the following:
1 Law of 5 April 1993 on the Financial Sector
1 GrandDucd Regulation of 13 July 2007

Portugal

Banking sector

566. Banco de Portugal conducts mystery shopping inspection activities to monitor credit institutions
and payment instituti ons 6 acdoeguatoiyiamework.wi t h t he app

South Africa
Capital markets
567. JSE Equities Rules
9 Rule 8.10.3 Disclosure to clients
568 Code of conduct for authorised users (Notice 20 of 2005)
9 Section 4 Disclosure to clients
Pension sector
569 Currently no regulatory requiremeritsTreating Consumers Fairly (TCF) Project Groups are
currently working on Key Investment Statements to prescribe minimuestment information that must
be provided to customers
UK
570 The FCA applies both Market Failure Analysis (MFA) and High Level Cost Benefit Analysis
(CBA) when proposing any policy initiative that is likely have material marketide impacts. The

regulator will also undertake consumer research, where appropriate, to inform the development of
proposals.
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7. CONSUMEROGS AWARENESS
Australia

571 Increasing the financial litacy of the general public will help ensure consumers understand the
importance of providing accurate information, and help them to ask more informed questions of their
financial adviser.

572 To increase financialtiiracy, Australia has launched its MoneySmart website. MoneySmatrt is
the Government's central reference point for consumers in understanding superannuation and getting
guidance about how to make good choices.

Canada
Securities sector

573 There is specific guidance in the Companion Policy to NH133 to registered firms on
promoting client participation (section 14.2).

Insurance sector

574, In the province of Quebec, accordirgygections 2408 and 2410 of tBévil Code of Quebét’

the client, and the insured if the insurer requires it, is bound to represent all the facts known to him which
are likely to materially influence an insurer in the setting of the premium, the appfaibal risk or the
decision to cover it, but he is not bound to represent facts known to the insurer or which from their
notoriety he is presumed to know, except in response to inquiries.

575 Subject to theprovisions of statement of age and risk, any misrepresentation or concealment of
relevant facts by either the client or the insured nullifies the contract at the instance of the insurer, even in
respect of losses not connected with the risks so misrepedsmnconcealed.

Czech Republic

576 In certain areas of financial services (such as credit) this information flow from the consumer to
the financial service provider is ensured by law (as far as criminal prosedutaases of credit fraud),
however, improved financial literacy helps the consumer to be aware of the importance of providing
relevant information about them to the service provider.

France

577. A Glossary of key tens used in the fields of banking, insurance, savings and financial assets has
been prepared by the General Secretariat of the Financial Sector Advisory Committee (FSAC) in the
framework of this Committee, which combines including the financial sectoc@arsimer associations, in
collaboration with the Treasury and the supervisory authorities (prudential Control Authority, Autorité des
marchés financiers). The glossary is intended to help customer understand the terms most commonly used
to present the chacteristics of a product and the names of the various banking and financial products.

¥http://www2.publicationsduguebec.gouv.q@aynamicSearch/telecharge.php?type=2&file=/CCQ 1991/CCQ1991
A.html
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Germany

578 Pursuant to section 4 paragraph 2 no. 5 of the Regulation on Information obligation for Insurance
Contracts (VVGInfovVO) notice has to be given on the obligations of the insuree and the legal
consequences when disregarding the obligations.

579 According to section 34 paragraph 2a Securities Trading Act (Wertpapierhandelsy¥pel@)
the investment service enterprise must send the client a copy of the minutes of the investment advice on
paper or in another durable medium after the conclusion of the transaction.

Hong Kong

580 There are positizr obligations on banks / LCs under the Code of Conduct to seek information
from customers including their financial situation, investment experience and investment objectives. Each

customerés information shoul d bpedatédondcygntindousbasise nt e d

581 Even if a customer does not fully disclose his personal circumstances (e.g. financial situation) to

a bank / LC, this would not stop the bank / LC from making an assessmentcofitiset o mer 6 s at t i
expectations and so on. However, if a bank / LC is unable to make that assessment, the bank / LC should,
as a minimum, explain to the customer the inherent limitations of the advice as a result of the lack of
information. Furtherthe bank / LC should explain to the customer the assumptions made in relation to the
advice given®

582 According to the HKMA circular of 20 January 2012 on private banking, customers should be
reminded to adviseeon ks of any materi al change in the custo
the customer risk profil&'?

583 Apart from proposing to insurers to use plain language in various forms of communication with
applicant / policyholders, the CoCl requires that if a proposal form calls for the disclosure of material facts,
a statement should be prominently displayed somewhere on the form explaining the consequences of a
failure to discl ondwarnmg that iffthe apgpleant issuhcertaih a@out teaf he sfzould
disclose that fact.

584 The SFC, through a publication fAlnvestEd | nt ¢
reminds investors to give ¢ir advisers as much information as they can about their circumstances so that

the advisers can understand what their customers really need (March 2011 issue) and similarly, investors
are also reminded to provide as much information about themselvesrtadiisers in order that their

adviser can assess their risk appetite and expectations and so that the investor may be appropriately
characterised (May 2011’

585 Consumers are reminded to ask the right questodsseek adequate information from banks /
LCs.

148 Item 2 of FAQ on Suitabilityhttp://www.sfc.hk/welEN/fags/intermediaries/supervision/suitabiapligations

of-investmentadvisers/200-05-08.html

19 hitp://mww.hkma.gov.hk/media/eng/doc/knformation/quidelinesand-circular/2012/20120120e2.pdf
150

InvestEd Intelligencehttp://www.hkiec.hk/iec/common/pdf/intelligence/mar2011.pdf
http://www.hkiec.hk/iec/common/pdf/intelligence/may2011.pdf

151 http://www.hkiec.hk/iec/common/pdf/intelligee/may2011.pdf
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586. The Investor Education Centre (a SFC subsidiary) has been recently established in Hong Kong as
a holistic provider of investor education and as part of strengty overall investor protection. The

above publications are now available on the IEC website. Further, the IEC will continue to promote key
education messages and questions to ask in relation to dealing with advisers, including messages about the
importance for consumers and investors to disclose information about themselves. For example, the IEC

also reminds investors to tell their investment advisers about themselves when seeking investment advice.
152

587. For erhancing education and consumer awareness, the HKFI requires intermediaries to distribute
to applicants at the point of sale the pamphl et
prodtict o.
India
588 Various investor awareness and education activities are undertaken, including the following:

1 workshops/ seminars done by SEBI and through stock exchanges and depositories or various

bodies like Association of Mutual Funds of India (AMFI) which does not hawagtion of any
brand/ company;

91 toll free helpline; and

I mass media campaigns.
Ireland
589 Provision 5.4 requires that where a consumer refuses to provide the required information, the
regulated entity must inform th@onsumer that as it does not have the relevant information necessary to
assess suitability, it cannot offer the consumer the product or service sought.
Israel
590 The Public Enquiries Unit, Banking Supervision Department, Bank of Israel deals with public
inquiries, the staff emphasis that the consumer should provide his bank with comprehensive relevant
information.
591 As pat of the banking supervision process consumer credit score are included in the periodic
statement sent to consumer by the banking institution. This helps to encourage a consumer to provide
updated information in order to improve their credit score.
Mexico
592 Financial services providers should be clear with consumers of the negative consequences that
purchasing the wrong product can have for them. In that way consumers could be more willing to be

transparent abodteir profile.

593 Financial education can also sensitise consumers on the importance of being transparent with the
financial services providers.

152 http://www.hkiec.hk/iec/en/html/section/investment/adviser analyst/advisers/ask.html

153 http://www.hkfi.org.hk/pdf publications/ILAS QA.pdf
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Portugal

594 In Portugal, thee is a duty for credit institutions to provide adequate and appropriate
explanations (taking into account the profile of the consumer) on consumer credit products (Decree Law
133/2009 of 2 June).

595 Information di€losure on financial producis complemented by other tools such as financial
education allowing for some degree of responsibility of the consumer.

596. Financial education initiatives are developed in the framewbtke National Plan for Financial
Education (NPFEY* managed by the 3 financial supervisory authorities (http://www.todoscontam.pt).

597. The financial sector regulators and financial services providers puaistational materials on
the characteristics of different products, which are also available at the respective websites.

South Africa

Capital markets

598 JSE Equities Rules
1 Rule 8.10.3 Disclosure to clients

599 Code of conduct for authorised users (Notice 20 of 2005)
9  Section 3 Furnishing of advice
9 Section 4 Disclosure to clients

Pension sector

600 Financial services providers or authorised agents are regulated and supervised by the Registrar of
Financial Advisors and Intermediary Services.

Insurance sector

601 Section 8 of the General Code of Conduct (BN 8203)

UK

602 The UK Money Advice Service provides a range of consumer information materials and financial

education tools. The website highlights to consumers the importance of understanding and being able to
demorstrate income and expenditure to help lenders assess the affordability of any Mdrtgage

154 http://clientebancario.bportugal.pt/pt

PT/Publicacoes/PNFF/Documents/National%20Plan%20for%20Financial%20Education%20(2011
2015)%206%20Portugal.pdf

www.moneyadviceservice.org.uk

155
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Nonrinvestment insurance sector

603 Guidance in ICOBS indicates that firms should consider ways of ensuring a customer knows
what he/she must disclose, including:

1 explaining the duty to disclose all circumstances material to a policy, what needs to be disclosed,
and the consequences of any failure to make such a disclosure; or

9 ensuring that the customer is asked clear questioogt aany matter material to the insurance
undertaking.

Banking sector

604 The regulator has published a 6Know Your Righ
describes the obligations of firms, remindsnsumers of their responsibilities, and gives general
information that current and prospective account holders may find t&eful

1% http://www.fsa.gov.uk/static/pubs/consumer_info/know_your_rights_guide.pdf
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1 BEST INTEREST
COUNTRY EXAMPLES

Australia

e f{inenOid adyisens ®f or ms

1. The Future of Financi al Advi c
t eir retail client

i
act in the best interests of h
providing personal advicg!

Canada
Banking sector

2. Under theBank Act the board oflirectors of a bank is required to establish procedures to provide
disclosure of information to customers, as required under legislation, and establish procedures for dealing
with consumer complaints®

3. The Finanal Consumer Agency of Canada (FCAC) is responsible to ensure that the market
conduct of federally regulated financial entities complies with federal legislation and regulations.

Securities sector

4, Securities legiskion in Canada imposes a duty on registered advisers and dealers to deal fairly,
honestly and in good faith with their clients.

5. This duty applies to advisers and dealers broadly in all dealings with their diepesnding on

the nature of the relationship between the client and their adviser or dealer, Canadian courts (except in
Québec, where the common law does not exist in respect of private law matters) may find that an adviser
or dealer stands in a common l&duciary relationship to their clients.

6. In Québec, according to both the general civil law and the Securities Act (Québec), registered
dealers and advisers are currently subject to a duty of loyalty and afdutcoar e and must act
best interest>®

Insurance Sector
7. In the province of Quebec, according to An Act respecting the distribution of financial products

and services (Distribution A¢ff (s. 16) and its related regulations, such as Code of ethics of damage
insurance representativesid Code of ethics of the Chambre de la sécurité finantick representatives

157 http://www.comlaw.gov.au/Details/C2012A0006&p://www.comlaw.gov.au/Details/C2012A00068

158 http://lawslois.justice.gc.ca/eng/acts/R01/pages6.html#h32
159

http://www.0sc.gov.on.ca/en/SecuritiesLaw_csa 20121028033fiduciaryduty.htm General comment: In
Québec, dealers and advisers in derivatives must alsoplgomwith the Derivatives Act see
http://www2.publicationsduguebec.gouv.gc.ca/dynamicSearch/telecharge.php?type=2&file=/l_14 011/ 4
.htm|

180 hitp://www2.publicationsduquebec.gouv.qc.ca/dynamicSearch/telecharge.php?type=2&file=/D_9 2/D9 2 A.html
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are bound to act with honesty and loyalty in their dealings with clienéy; Miust act with competence and
professional integrity.

France

8. Wor king in theodo best interest of the customel
with relevant consumer protection regulations, ireotd avoid bad practices such as:

1 misleading commercial practices (Lt2XFrench Consumer code)
1 aggressiveommercialgracticeqL122-11 French Consumer code)
1 abuse of weakness (L1&French Consumer code)

1 and to comply with inclusion regulation suchgaging access to a basic account deposit services
to more vulnerable consumers ( i.e. article L-31@onetary and financial code

9. In addition, special requirements exist for distance selling, that involves manenation
provided to consumers and that consumers have a longer period to exercise a right of withdrawal (cf L121
20-10 consumer code) with special sanctions (R2-21lconsumer code) L1121 Insurance code).

10. ACP the French supervisor performs on site inspection to monitor the services providers and their
authorized agents customer treatment culture and compliance with consumer protection regulation (i.e.
article L6121 Monetary and financial code)

Banking sector
11 Regulations cover the following:

1 advertising materiel , (L334 consumer code): All advertising, regardless of the medium, which
focuses on consumer credit and indicates an interest rate or quantitative infomslatied to
the cost of credit should mentioned clearly, accurately and prominently a listed elements of
information illustrated with a representative simple

1 pre contractual information (L3148 consumer code) : Prior to the conclusion of the credit
agreement, the creditor or credit intermediary gives the borrower, in writing or on another
durable medium, the information needed to compare different offdrallmving the borrower to
givetheir preferences in a clear understanding of the extentadritenitment

9 advice given (31:B consumer code): The creditor or credit intermediary provides the borrower
explanations allowing him to determine whether the proposed credit agreement is adapted to his
needs and to his financial situati@specially fromhe information given by the consumer on his
financial situation and his needsisHdrawsthe attention of the borrower on the essential
characteristics of the proposed credit dhe impact thait can have on its financial position,
including in the evenbf default. This information is given, as appropriate, based on the

®lhttp://www2.publicationsduquebec.gouv.qgc.ca/dynamicSearch/telecharge.php?type=3&file=/D_9 2/D9_2R3 A.H
™
http://www2.publicationsduguebec.gouv.gc.ca/dynamicSearch/telecharge.php?type=3&file=/D_9 2/D9 2R5 A
HTM
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preferences expressed by the borrower. Before giving an advice creditor must check the
solvability of the consumer (article L 3:Blconsumer code)

1 information specified in the contracsélf (L31118 and R 315 R3115-1consumer code) the
credit agreement is in writing or on another durable medium. It is a document separate from any
media or advertising materialBhe information given in the contract must be compliant with the
list of information required by said regulation.

12, Moreover a short form document is inserted at the beginning of the contract, to inform the
borrower of the essential characteristics of credit. Article R3d&fines the list of information.

Insurance sector
13 Regulations cover the following:

1 advertising materials. article L1327 (life insurance) all information, including communication
of advertising, relating to o life insurance are content accurate, clear and not misleading.
Communications of advertising arelearly identified as such. According to ACP
Recommendation on the marketing of complex financial instruments as units of account (15 Oct
2010), advertising must allow the consumer to understand the nature of support offered and the
associated risks, thenderlying in order to follow their evolution, the profile of gain / loss of IF,
mechanisms of the formula to determine the outcome at maturity.

1 pre contractual information,: prior to signing a contract, insurer must provide consumer with an
information shet on the prices and guarantees and with a copy of the draft contract and its
appendices or an information notice on the contract that describes precisely matching guarantees
exclusions, and the obligations of said policy holder (article {2 F2ench ingrance code)
information required within the contract itself: article L. 34d2rovides that insurance policy
shall disclose:

The nature of the risks insured,

The level of the guarantee and the warranty period,

The amount of this guarantee,

The premium passessment.

1 The informative notice is required to begin witha sfiod r m d o ¢ u me hraxifiiimeln ¢ a d r ¢
page) of the main information about the policy (A. -B3surance code).

Life insurance sector

14. Article L. 132-27 of French Insurance code stipulates that the content of information relating to
life insurance policies and clhepat adndanobnmicshead
contract is signed, the insurer must provide the siliecwith an information notice indicating the main
provisions of the contract, (Article L. 1&22 French insurance code). The contract must give detailed
information, including on costs and units of account (i.e. R-3188d R. 1324).

15. Article L. 13227-18 of Insurance code states that for an insurance contract life the Insurer shall
inquire into the knowledge, experience financial requirements and needs of the subscriber and issue an
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advice , taking particulaaiccount of this information, appropriate to the complexity of the contract. If the
subscriber does not provide this information, the insurer must warn prior to signing the contract.

16. Article L. 5201 Insurance codraises the same obligation for insurance intermediaries either for
life insurance or non life insurance.

Germany

17. The basic idea is to protect the consumer and to increase the confidence in the integrity,
efficiency and orderly functioning of the financial markets. One main essential objective is to minimise the
asymmetry of the information by assessing the consumer need and providing him with information on
products and services. This objective applies esessral:

1 Section 26 Investment Code (Kapitalanlagegesetz): An asset management company shall act
solely in the interest of the investors and/or shareholders.

1 Section 31 paragraph 1, no. 1 Securities Trading Act (WertpapierhandelsgeagtiAG):
Investment ervices enterprises shall be required to provide investment services and ancillary
services with the requisite degree of expertise, care and diligence in the interests of their clients.

9 Section 11 of the Ordinance on Insurance Mediation (VersicherumgigthengsVO) poses
explicit information requirements on intermediaries when they get into contact to customers.

9 Section 31 paragraph 2 of the Securities Trading Act (WpHG): Pursuant to that rule all
investment services enterprises shall be required tiol @emflicts of interest wherever possible
and, prior to the execution of transactions for clients, clearly inform those clients of the general
nature and the source of the conflicts of interest if the organisational arrangements prove

insufficienttopree nt , with reasonable certain¥y, client
Hong Kong
18. The guiding principle adopted by the Hong Kong Monetary Authority (HKMA) is that banks
should treat their customers fairlyThi s i s mainly achieved through

recommended practices currently embodied in the Code of Banking Practice (CoBP) which is issued by the
industry associations and endorsed by the HKMA, and through periodic circulars and guidsliadsy
the HKMA.'*

19. Under the Code of Banking Practice, approval
assessment which should take into accoumayhatehe ap
regard to such factors ds( a) prior knowl edge of the customer ¢
deal i ngs; (b) the customer 6s i ncome and expendi

information obtained from credit referenceeagies; and (e) other relevant information supplied by the
applicant.

162

This is supplemented by theguisions of § 33 (1) No 3 WpHG.

163 The CoBP can be downloaded fromttp://www.hkma.gov.hk/media/eng/doc/code_engPi Code of

Conduct for Persons Licensed by or Registered with the Securities and Futures Comnhiggifan
rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_ 1868 VERJOgiifulates various key general
principles (among 9 gener al pr i ncidylinghe Cod@of @anduct)r el at
and standards of conduct requirements.
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20. The HKMA conducts ofsite examinations of banks, focusing on regulatory compliance, internal
controls and management supervision. It condocysst er y shopping to assess |
with regulatory requirements in the sale of investment products, and published the results to require banks
to make improvements on issues identified and to encourage them to adopt good practices.

21, The HKMA performs offsi t e surveill ance, including anal
activities. The HKMA monitors remedial actions taken by the banks on issues of supervisory concerns or
non-compliance identifiedn the supervisory process. The HKMA keeps a close dialogue via meetings

and dayto-day communications with other financial regulators to discuss issues in relation to supervising
securities and insurance businesses of banks.

22, The Code of Conduct for Persons Licensed by or Registered with the Securities and Futures
Commi ssion (ACode of Conducto) stipulates various
are related to fbe sdndfairneass GPe2somn due skildReard anddiigehce, arel SP y

7 on compliance with regulatory requirements, so as to promote the best interests of clients. GP 5 requires
making adequate disclosure of relevant information to clients, and GP 6 requirdsgwainflicts of

interest and ensuring fair treatment to clietts.

23. Each customer should be given sufficient time to digest, consider and evaluate the information
and recommendation provided by a bank / licemsedr por ati on (ALCO0) and be gi
to raise queries with the bank / LC. Under no circumstances should banks / LCs ugeessgine or

unfair techniques to force or entice any customer to make hasty investment dé€isions

24, The HKMA generally expects that banks should only sell accumulators and decumulators to
professional investors®

25. The HKMA has issued circulars to require banks to have a thorough understanding of each
investment product they offer and properly take into account some special product features and risks in
their product due diligence @y poocesss g@ependingDom matuneg t h

complexity and risks of the investment products and insurance products, the HKMA assesses whether
banks have identified suitable customers or unsuitable customers in their product due diligence process.

26. The Code of Conduct for Insurers (ACoCI 0) i s
(AHKFI1 0) (whieghhl asoray siendustry body) and approve
specifies that insurers should seek tadict their affairs honestly and fairly and in a manner consistent

with the public's interest§’

27. Selfregulatory entities for the insurance intermediaries namely, The Insurance Agents
Registration Board ("IARB")as set up by HKFI, The Hong Kong Confederation of Insurance Brokers
(AHKCI Bd) and Professional I nsurance Brokers AssoCc
of conduct requiring their members to conduct business with good faith and integrity.

8 HCode of ht@d/endilescstc.bkinet file store/new rulebooks/h/k/HKSFC3527 18&R20.pdf

Question 5 of FAQ on Suitability:http://www.sfc.hk/web/EN/fags/intermediaries/supervision/suitability
obligationsof-investmentadvisers/200-05-08.html

186 HKMA circular of 22 December 2010http://www.hkma.gov.hk/media/eng/doc/kiformation/quidelines

andcircular/2010/20101222e1.pdf
167 Article 44 of the CoClhttp://www.hkfi.org.hk/pdf publications/e_abt.code.pdf
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28. The 1A performs ossite inspection of insurers, agencies and brokers focusing on regulatory

compliance, internal controls and management supervision. Also, the IA employs Mystery Shopping
Programme from time toime to assess compliance of key elements in the sales process by the
intermediaries.

Hungary

29. With a view to protecting the interests of consumers, to fostering fair market practices and to
improve the efficiency fo combating unfair commercial practices, recognizing the weight of self
governance to eliminate unfair commercial practices-dod this purpose to foster the enforcement of
codes of conduct established within the framework ofgalernance, Parliame has adopted the Act
XLVII of 2008 on the Prohibition of Unfair Business-Consumer Commercial Practices.

30. According to the Code of Conduct Principles of fair conduct by financial organizations engaged

in retal lending, the creditors undertake to fully comply with the principles of responsible lending. They
recognize that responsible lending requires mutually responsible and prudent actions on the part of both the
creditor and the customer. In the course ofvigiog information to and communications with the
customer, the creditors use their available resources to assist their customers to make a responsible
decision. In the course of their procedure, it is not the sole objective of the creditors to plalie hutre

also to retain the customer in the long run, as well as to ensure the successful repayment of the credit.

31 Based on the Recommendation No. 1/2011 (IV.29.) of the President of the Hungarian Financial
Supervsory Authority on the principles of consumer protection expected from financial organisations
when behaving as responsible service providers, financial organisations should seek not only to respond to
guestions asked by consumers, but also to remembierldhg-term interests, and to compile all the
information necessary for the consumer to make a personalised, responsible and proactive financial
decision.

32 The HFSA considers it important for financial organigagido recognise that in the course of
giving correct information it can occur that too much, and too complex, information can be given to
consumers. Often the volume and depth of such information could cause difficulties for those with average
financial krowledge. Financial organisations should therefore seek to convey the information necessary for
consumers to make an informed financial decision in a readily understandable form, taking into account
the consumerd6s interests and knowl edge.

India

33. The Indian securities regulator, SEBI, under the (Investment Advisers) Regulations, 2013,
includes various points of interest including general responsibilities, risk profiling, suitability of product or
services,disclosures, maintenance of records, mechanism for grievance redress and the segregation of
execution services to ensure that they work in the best interest of consumer.

Ireland

34. The requirementto actinthe mm mer 6 s best interest is set out

21and2p in the Irish Central Bankds CagsiatuormeodeoPr ot e
conduct with which regulated financial services providers must comply.
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Israel

35. Customer who wishes to complain against a banking corporation regarding these issues can
address the Public Enquiries Unit at the Bagkbupervision Department in the Bank of Israel (the "Public
Enquiries Unit").

36. The Public Enquiries Unit acts as an objective external body in settling disputes between banks
and their customers in accordancétwudicial principles, and in the light of the fairness in Bamistomer
relations (which is the Bank of Israel substitute definition to the term "best interest” in this context).

Italy

37. For banking products thesue of best interest is regulated by the general rules on fair behaviour
enshrined in the civil code and in the consumer code. According to these rules, all parties to a contract
must behave in good faith at all stages of a relationship. Furthermoegthation adopted by the Bank of

Italy requires that marketing procedures and remuneration of front office staff and authorized agents
prevent misselling. Compliance with these requirements is regularly controlled, both on site and off site.

38. For investment and asset management services, an intermediary is required to establish and
maintain appropriate systems of client protection, risk management and internal and operational controls,
including policies, procedes and controls relating to all aspects of its-day-day business intended
reasonably to ensur e, among others, the integrit:y
all clients in a fair, honest and professional manner. Intermegliamiisst maintain appropriate standards for

the conduct of business to ensure compliance with all applicable laws and regulations.

39. In particular, pursuant to article 21 of Italian Consolidated Law on Financanederies must

act diligently, correctly and transparently in the interests of customers and the integrity of the market;
acquire the necessary information from customers and operate in such a way that they are always
adequately informed; organize themsain such a way as to minimize the risk of conflicts of interest and,
where such conflicts arise, act in such a way as to ensure transparency and the fair treatment of customers;
have resources and procedures, including internal control mechanismsg aafpabburing the efficient
provision of services; conduct independent, sound and prudent arrangement and make appropriate
arrangements for safeguarding the rights of customers with respect to the assets entrusted to them.
Compliance with these requiremsrig regularly controlled, both on site and off site.

Japan

40. Financial services providers in Japan shall work in the best interest of their customers and
establish a policy and method for executing orders from customers for sales and purchase of financial
products (See Article 4P, Financial Instruments and Exchanict.)

Luxembourg

41, Relevant regulations include the following:

1 Law of 5 April 1993 on the financial sector (as modified by Art. 136 of the law of 13 July 2007
on markets in financi alf i5ndAtpriurmhe t99)3 (Ome 1t dhaef tf

1 GrandDucal Regulation of 13 July 2007 relating to organisational requirements and rules of
conduct in the finankumdl skReduwlrat(iher eaff t1 3 KNG

1 Law of 17 December 2010 relatinguadertakings for collective investment
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1 Law of 13 July 2005 on institutions for occupational retirement provision in the form of pension
savings companies with variable capital (SEPCAVSs) and pension savings associations (ASSEPS)

T CSSF Circulami®mg/ MO FIDcomBauesri ness conduct rul e
Netherlands

42. Financial regulation in the Netherlands applies the general duty of careseobtssal to all
financial institutions (art 4:19 to 4:25 Wift). Under these rules financial institutions need to provide
information on products and services, apply standardarefin case of advised and ramlvised services

as well as certain specific rules to ensure that financial service providers act with due care when dealing
with customers.

43, In addition per January 1, 2013 rulegre introduced with respect to product development in
order to ensure that financial products give due consideration to client interests in a balanced manner.

44, In 2010, the AFM started a supervision project calléidnt Interest First aimed at the five major

banks and five major insurance companies in the Netherlands. These ten financial institutions provide

approximately 75 % of the financial services in the Netherlands. The AFM used dash board tools to rate

financial institutions on their services, products and practices with an aim to measure their performance on

acting in the interest of clients. Key factor of success of this program is the use of peer pressure, by sharing
the results of the dashboard scorea meeting with senior management of these financial institutions.

45, In addition to financial supervision regulation, Dutch law contains provisions protecting
consumers against unfair trade practices. These rulesasure financial products that are out of scope
of financial supervision regulation.

Portugal
Banking sector

46. The Legal Framework of Credit Institutions and Financial CompdnldsCIFC - (DecreeLaw

N.©29802, of 31 December) establishes, in its Articd€ thatii n t hei r rel ationshi |
members of the board and the staff of credit institutions shall act with diligence, impartiality, loyalty and
discretion, and with scrupulous regard for tinéerests entrusted to theno

47. In addition, Article 77.° B of LFCIFC establishes that credit institutions or the associations
representing them, shall adopt codes of conduct and make them available to the public.

48, To address the increasing complexity of the products sold to retail customers and to ensure the
completeness and adequacy of the information provided to customers before the completion of the
contract, Portugahas established that all advertising and-qmetractual information regarding complex
banking deposits must be prpproved by the supervisory authority.

South Africa
Collective investment schemes

Act

49, The Collectivel nvest ment Schemes Contr ol (
) in th

r ACI SCAQ
collective investment scheme (ACI So e

i nt er
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50. The manager has a duty to avoid conflict between the stteoé the investor and the interests of
the manager (s.4(1))

Capital markets
51. JSE Equities Rules

Rule 810.3 General conduct towards clients

=

1 Rule 8.90 Best execution

f Rule 8.120.1 Client mandates
52. Strate Rules

9 Section 4 Conduct and Ethics

9 Section 5 Duties of participants
Pension sector

53. Financial services providers or authorised agents are regulated and supervised kysther BE
Financial Advisors and Intermediary Services.

54 In terms of legislation, agents of service providers must (there might be a word missing) utmost
good faith and exercise proper care and diligence tovilaedsrincipal and their clients

55. Service providers have policies and procedures to ensure that services provided to customers
(pension funds and members) is in their best interest

56. Annual regulatory seminars with service providers to emphasise their responsibilities towards
their clients.

Financial advisory & intermediary services

57. Sections 2 and 3 of the General Code of Conduct§8Nf 2003)
Turkey
58. The Code of Banking Ethics, the Banks Association of Turkey, states that under Service Quality

Article 11- banks should assume the service quality as a precondition of meeting the requissrdents
expectations of their customers. They should do their utmost for the employment of the two fundamental
elements of this concept of service quality, the technological infrastructure and qualified human resources,
in a way to lead to a continuous impraovent and betterment of the service quality.

59. In Turkey, banks should offer the same quality and the same level of service to all their
customers. However, differentiating the organizational structure and prodget iraaccordance with an
identified target market, or adopting different approaches to the customers in different risk groups can not
be interpreted as a discrimination or categorization of the customers.
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60. It is obliged to exercise due diligence, foresight in the orders to be placed on behalf of the on
behalf of the fund. And founder should constitute an internal audit for prevention of errors, fraud and
irregularities.

61. Regulation on Detection, Notification and Recording of Wrongful Insurance Practices and
Principles and Procedures for Fighting Against TI
sector for any kind of professional malpractice that may tadeeplvithin the framework of ethical code of

conduct. Business ethics, methods for coping with malpractices, on the job training of the insurance
providersd personnel for good practices, disclosu
concerned for responsible business conduct in the insurance sector.

UK

62. FSA (the predecessor of the Financial Conduct Authority FCA) Principles 1 Integrity: A firm
must conduct its business with integrity and 6 Gumtrs' interests: A firm must pay due regard to the
interests of its customers and treat them fairly, require firms to conduct their business with integrity and to
pay due regard to the interests of their customers and treat them fairly.

63. Principle 9 Customers: relationships of trust: A firm must take reasonable care to ensure the
suitability of its advice and discretionary decisions for any customer who is entitled to rely upon its
judgment also requires firms take reasonable care to ensure the suitability of its advice and discretionary
decisions for any customer who is entitled to rely upon its judgment.
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2. ASSESSING CONSUMER NEEDS
COUNTRY EXAMPLES
Australia

64. Respamsible business conduct requires that the financial services providers consider the financial
capabilities, situation and needs of their customers before providing a product, advice or service.
Since2001 Australia has had a broad licensing regime forigeos of investment and financial products.

This has helped to improve accountability of financial institutions and support consumer financial
protection*®

Chile

65. Regulations issued by the Superintendence of rfBiesuand Insurance applicable to brokers,
established suitability requirements, demanding brokers to adopt policies and procedures to identify the
risk profile of their customers in order to make recommendations that fit their needs according tsktheir ri
tolerance, investment horizon and othérs.

France
66. Assessing consumer needs under French credit consumer protection requires the following:

1 To give access to a basic account deposit sesvio more venerable consumers in compliance
with French inclusion regulation ( i.e. article L312Monetary and financial code

1 to provide the borrower with explanations allowing him, to determine whether the proposed
credit agreement is adapted to hisdeand to his financial situation, (R 331Consumer code)
after having checked his solvency and needs.

1 to draw the attention of the borrower on the essential characteristics of the proposal and the
impact that these funds can have on its financial positi@luding in the event of default.

1 to make this information appropriate based on the preferences expressed by the borrower (such as
the duration of the credit agreement and the total amount of credit).

67. Specifc provisions (L31410 consumer code) are taken when credit transactions is concluded on

the point of sale or through a distant selling. In such a case, assessing consumer needs requires a separate
information sheet to be given by the provider or throughagent includes elements relating to resources

and expenses of the borrower and, if applicable, outstanding loans contracted by it. The information sheet

is signed or the contents are confirmed electronically by the borrower and contribute to the assdssme
creditworthiness by the provider.

68. Specific provisions apply to intermediaries involved in credit transactions {RE1R 51922
CMF). In such a case, assessing consumer needs requires:

i to be able to offeservices, contracts or transactions tailored to his situation

1% The Australian Goverment implemented a new credit regime as of July 2010 which now requires lenders to

comply with responsible lending requirements ur@eapter 3 of th&ational Consumer Protectiofsct 2009.

169 \vww.svs.cl/normativa/cir 2054 2011.pdf
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T to inquire the clientds knowl edge and experie

1 to collect from the customer, information on its resources and its charges, and outdtamng
it has made, allow the credit institution to ensure its solvency

9 to draw the attention of the customer, including the potential customer on the consequences that
the signing of the contract may have on its financial position and, where applicaigertyr
collateral

69. For life insurance the insurer is required to inquire into the knowledge, experience financial
requirements and needs of the subscriber and issue an advice, taking particular account ehthtfimfo
appropriate to the complexity of the contract. If the subscriber does not provide this information, the
insurer must warn him prior to signing the contract. Article L.-23248 Insurance code).

70. Specific provisions applies to intermediaries, Article L. 5R6f Insurance code raises the same
obligation for insurance intermediaries either for life insurance or non life insurance. Intermediary shall
specify the requirements and needs of the prospective gagchnd the reasons for the advice provided
about a given insurance product. These details, which are based in particular on the information provided
by the prospective purchaser, are adapted to the complexity of the insurance contract proposed

Securitiessector

71. The regulator AMF has published a position, applicable to investment services providers and
financial investment advisers, on the collection of know your customer (KYC) informakioese
professionals musgather certain information from their customers to ensure that the service they are
planning to provide is suitable or appropriate. Working within their joint unit, the AMF and the ACP
therefore decided to clarify their expectations in terms of drawingnal using customer questionnaires.

KYC is vital to providing a highguality service, whether a remote or fdodace distribution method is
used. The information gathered must make it possi
needs investment objectives and financial knowledge and experience. Professionals must pay close
attention to the wording of questions in the questionnaire and the way that the questions relate to the
product proposed. For example, guestions asked to asBegiedb risk must be in line with the planned
investment.

72. The assessment of financial knowledge and experience cannot be based solely en a self
assessment by the customer. The way the questionnaire is prapdresed must also make it possible to
identify answers that are obviously inconsistent or incomplete. In addition, professionals need to educate
their customers to help them understand these rules, which are designed to protect them, and show that it is

in their interest to answer the questionnaire honeBibgifion AMF n° 201302Col | ect iyoug O kn o
cl i ent 6 iidodumentrraated ant® January 2013)

Germany

73. Financial services providers have to meet the needs of their customers. They must obtain from
their clients al/l necessary information regardin

their clients investment objectives and their financialagion. They may only recommend those financial
instruments and investment services that are appropriate for them based on the information obtained (see
Section 31 (4) and (4a) of the Securities Trading Act (WpHG), see also Section 6, 7 Insurance Contract
Act (Versicherungsvertragsgesetz) and the decree on obligations to disclose information in the case of
insurance contracts (Verordnung Uber Informationspflichten bei
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Hong Kong

74. For investment products, banks ity Kong are required to obtain relevant information from a
customer about his financial situation, investment experience and investment objectives, and ensuring
suitability of the recommendation or solicitation of an investment product for that cus®neasonable

in all the circumstances’

75. For credit cards, the card issuers should act responsibly in the issue and marketing of credit cards,
in particular to persons (such as full time students) who may notimdegendent financial meahs.

76. Under the Code of Banking Practice, banks should provide customers with statements of account
at monthly intervals unless (a) a passbook or other record of transactions is pr(h)idieere has been no
transaction on the account since the last statement; or (c) otherwise agreed with the customer.

77. When banks are aware that any of their personal customers are experiencing financial problems
or have an unmanageable level of debt, they should consider such cases sympathetically and positively,
following the guidelines set out in the AHong Kc

should discuss with the customer concerned to wotla@olution that is mutually beneficial for both the
customer and the banks concerned. In doing so, the customer should be made aware of the possibility of
solving the problem by a Debt Relief Plan. Where the bank does not have a prior credit hgtaiiths

the individual who has applied for credit, the bank should suggest that the individual discuss the problem
with the bank with which the individual has the major credit relationship as soon as possible. Banks should
not hastily demand immediate mpment of loans or reduce credit lines or actively recommend transfer of

the balance. Instead, banks should follow the framework and procedures which are laid down in the
Agreement on Debt Relief Plans, and the framework and procedures for Individualta¥plun
Arrangements, and work out a mutually acceptable solution with the customer as far as possible.

78. For Investment i nked Assurance Schemes (Al LASO) pr o
requirement ss duitallity ara pafiordabdity mst a8sessed against specific risks of the
investment products?

79. The following measures are adopted:

T Financi al Needs Analysis ( fFMNRBHaeeperf®messk Pr o
on the applicant to assess his risk profile and the suitability of the prdduct.

170

Paragraphs 5.1 to 5.2 of the Code of Conduct: http://en
rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 1868 VERJO0.pdf

Gui dance is provided (e.g. Recommendation 12 of An
http://www.hkma.gov.hk/eng/keyformation/guidelinesandcirculars/circulars/2009/20090325shtml  and
AQuestions and Answers on Suitabilityd coveri)yhg 6 a:

conduct due diligence on products, (iii) provide reasonably suitable recommendations, (iv) provide all relevant
material information to clients and help them make informed investment decisions, (v) employ competent staff
and provide appropriate trainingnd (vi) document and retain the reasons for product recommendations to each
client: http://www.hkma.gov.hk/eng/keinformation/quidelinesand-circulars/circulars/2007/20070510shtm)

to banks to elaborate the suitability obligations.

171 gection 25.1 of the CoBAhe CoBP can be downloaded from:
http://www.hkma.gov.hk/media/gfdoc/code eng.pdf

172 http://www.hkfi.org.hk/pdfle NewRequirements.pdf

17 ENA: http://www.hkfi.org.hk/pdf/le ENA.pdf
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T The applicant has to complete an Applicantés
highlighted features of the products. If the product has anwuahufeatures or risks, the
intermediary must explain these to the full satisfaction and understanding of the applicant prior to
signing.

T Authorized insurers must establish operationa
Declarations are dulgompleted, and the ILAS products sold are suitable and affordable for the
policyholder.

80. In this regard, PIBA has also issued a similar requirement under its code of conduct to its
members for conductinigvestment linked busines¥.

Hungary

81 According to the act, prior to conclusion of the financial services contract, the financial
organisation shall interview the customer so as to ascertain his needs andneusireas well as the
reasons underlying the advice given by the financial organisation in connection with his activities.

82 General consumer protection recommendation we mentioned before, regulates that tha financi
organi sations should seek to offer financi al pr o
match their ability to meet the assumed obligations, short anetéomy This should be done by assessing

the consumer 6s a cesandfinannia knowedge.ci r cumst an

83. In connection with the Unit Linked life insurance products, the product information handed over

to the customer on the basis of a-pomtracting needs assessment and further speificaf the needs

should contain the reasons explaining why the given product with the specified services, contents, payment
frequency and insurance amount was offered to the customer. It is recommended that the needs assessment
should include an evaluatio o f t he <cont r ac t-termdoadipearing caasity and t u a |
propensity to assume ri sk, in addition to a | i miH
goals related to contracting. If possible, acting officers should erdmtrthe customer completes the needs
assessment.

84. On performing the needs assessment, it is reas
further financial obligations other than assumed through theanese legal relationship, as well as their
implications and consequences, prior to selling them loans bundletinkai life insurance products;

acting officers should place sufficient emphasis on drawing attention to the impact such products may have

oncustomersd ability to bear financi al burdens.
India

85. The Indian securities regulator, SEBI, under the (Investment Advisers) Regulations, 2013 ensure
that:

1 Risk profiling of the client important including age, investment objective, income details,
existing investments/ assets, risk appetite, liability/ borrowing details

9 has proper process for assessing risk

1 documentation important and list of documents siggicto maintained for five years
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Ireland

86. The 2012 Code sets out prescriptive requireme
Consumer 06 pr oc eb5s8s Thé pnforonations gathered &t.tHisage (for example, age,
knowledge and experience, attitude to risk) is used to assess whether a product or service is suitable for a
consumer.

87. The 2012 Code also prescribes requirements around assessing suitability and regulated entities
are required to explicitly consider certain key criteria when carrying out an assessment of suitability
(provisions 5.165.18).

88. In addition, where a consumer refuses to provide information sought in compliance with the
Knowing the Consumer requirements, the regulated entity must inform the consumer that, as it does not
have the relevant information necessary to assetsb#ity, it cannot offer the consumer the product or
service sought (provision 5.4).

89. In July 2012, the Central Bank released the findings of the latest inspection as part of the on
going investigation of the salof Payment Protection Insurance (PPI). The inspection raised concerns in
relation to the sale of PPl and, as a result, the Central Bank wrote to the seven firms inspected and required
them to conduct a comprehensive review of all their PPI sales fromsfB607 to date.

Israel
90. Relevant regulations include the following:

1 Procedures for Extending Housing Loans (regulation 451); Management of Credit Facilities in
Current Accounts (regulation 325).

1 Several lettersrbm the Supervisoof Banks were sent to the banking corporations in regard to
housing loans, which resulted in restricting excessive lending to individuals. Those letters include
instructions to the banks to increase provisions, to limit LTV and to thmitcomponent of the
"floating interest rate loans"

1 Regulation 411 includes provisions about "know your customer" (customer due diligence
procedures). The main purpose of this regulation is to prevent money laundering, but the Bank of
Israel position is tht this risk management system should work also for customers.
Italy
Banking sector
91. As a general rule, financial services providers have to implement procedures meant to avoid mis
selling. As far as loans are noerned a creditworthiness assessment has to be always performed by the
creditor on the basis of information on the financial situation of the consumer.

Investment and asset management sector

92. In providing investrent and ancillary services, intermediaries must acquire the necessary
information from their clients (Article 39 and following of CONSOB Regulation n.16190/2007).



93 In order to recommend the investment servicesfenashcial instruments suited to the clients or
potential clients, in the provision of investment advice or portfolio management services, the
intermediaries must obtain necessary details from the clients or potential clients in relation to:

1 awareness anekperience of the investment sector relevant to the type of instrument or service;

1 the financial position;

1 the investment objectives.
94, The information pursuant to sub paragraph a) must include the following elements:

9 the type of service, transaction and financial instruments with which the customer is familiar;

1 the nature, volume and frequency of financial instrument transactionsrpeddsy the clients
and the period in which such transactions were executed;

91 the level of education, profession or, if relevant, the former profession of the client.

95. The information pursuant to sub paragraph b) must include, where appropriate, data on the source
and consistency of the clientés income, overall a
96. The information pursuant to sulagagraph c) must include data on the period for which the client

wishes to retain the investment, his preferences in relation to risk, his own risk profile and investment
aims, where relevant.

97. The intermediariesnay rely on the information provided by the client or potential client unless
such information proves to be clearly exaggerated, incorrect or incomplete. The acquisition of relevant
information is a dynamic process which implies periodic updates of #hargldata.

98. Where intermediaries providing investment advice or portfolio management services are unable
to obtain the required information, they must abstain from providing the said services.

99, Based on information obtained from the clients, and taking into account the nature and
characteristics of the service provided, the intermediaries must assess whether the specific transaction
recommended or executed as part of ttowigion of portfolio management services satisfies the following
criteria:

T correspondence with the clientés investment o

1 the nature of the transaction is such that the client is financially able to face any risk related with
the investment copatibly with his investment objectives;

1 the client has the necessary experience and awareness of the nature of the transaction to
understand the risks involved in such a transaction or management of the portfolio.

100 With specific regard to the provision of investment services other than investment advice or

portfolio management, intermediaries must verify that the client has the necessary level of experience and
awareness to understand the risks deriving fromrigteument or investment service offered or requested.
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101 Where the client or potential client decides not to provide the necessary information, or where
such information is insufficient, the intermediaries must saelthe client or potential client that such a
decision prevents any verification that the service or instrument is appropriate to the customer.

102 To this end, the intermediary will have to consider any informatesilable €.g. age,
professional qualifications, risk apjiet

Japan

103 In accordance with the principle of suitability, financial services providers in Japan must ensure

that investment solicitation is conductech an appropri ate manner suited
of fering transactions with terms and contents tl
experience, asset status and investment purpose as well as his/her ability to maket juestgaraing risk
management. To this end, it is important to establish a control environment for customer management that
enables a precise identification of the customer's attributes and the actual status of transactions, and
financial services providershall prepare a system of customer cards, for instance, adequately confirming

the investment purpose and intention of customers.

104 Moreover, financial services providers shall conduct careful sales managemeras sultpting
a system of management approval when selling-hhinstruments, such as mutturrency funds, to
customers who are focused on the security of their principal.

105 As for internal control, they shaditrive to keep track of how customer attributes are identified

and how customer information is managed, and establish an internal control environment that ensures the
effectiveness of customer information management by, for example, checking whethéatisolics
conducted in an appropriate manner suited to the customer attributes and revising the method of customer
information management when necessary; and whether the same measures are taken to identify the actual
status of transactions that continue &long time after the conclusion of contracts, e.g. transactions of
derivatives.

106. The JFSA works together with Bank of Japan to disseminate sufficient information on what
information financial services providesiall provide their customers and how they shall explain financial
products at the solicitation or sales of the prodiitts
Luxembourg
107. Relevant Regulations include the following:

1 Law of 5 April 1993 on the finasial sector

1 GrandDucal Regulation of 13 July 2007

T CSSF Circular 07/307 fAiconcerning MIFID: Busin

1> For example, the following websites are of interest:

http://www.shiruporuto.jp/e/index.html

http://www.shiruporutop/finance/trouble/torihiki/torihikio04.html
http://www.fsa.go.jp/en/refer/legislation/index.html

http://www.fsa.go.jp/commordw/index.html

For  Information provided by industry associations, see the following website:
http://www.jsda.or.jp/en/index.htnfittp://www.jsda.or.jp/
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Netherlands

108 In the Netherlands the rules relating to assessing custoesls apply cross sectoral. When
advice is given, financi al service providers sho
experience, needs and risk appetite (to the extent relevant for the advice). These rules are based on MiFID
and hae been extended to insurance products, mortgage credit in order to have a level playing field
between banks, insurance companies and intermediaries and investment firms.

109 In the past years the AFM has paid patacattention to the quality of advice given in respect of
mortgage credit, financial instruments and pension products. The AFM has published the results of these
investigations in several reports and has provided guidance to financial service providews torapply

the rules.

110 The investigations were often initiated by signals and complaints from retail customers and
roughly follow the following stages:

analysis of signals

1

1 (at random) selection of advice files

1 Analysis (both economical and legal) of advice files
1

Sanctioning (fine accompanied by publication) of the party

111 The fine and the publication are not the only means to influence the market to be more
transparent and objective. The AFM also sets out further standards/guidance on how the advice should be
constructed.

112 Speciar ul es apply for assessing a customerds fin
mortgage credits. Criteria on responsible lending have the objective to protect consumers for payment
problems and residual debt issues. The criteria were basselfaegulation until 2013, when thean to

income ratig the loan to value rati@nd the possibilities to deviate became part of the law. The loan to
income ratio is based on budget figures and varies betwe®tirBes the gross income depending on the

gross income itself and the interest rate. There are limited possibilities to extend loans over the maximum
limit, e.g. in case of incomgrowth or sefemployment. The loanto value ratio was not limited until

2012. The loan to value ratio is howeverreatly maximised at 105% and will be reduced to 100% in the
coming 5 years. Also here there are limited possibilities to extend the limits, e.g. in case of residual debt or
the case of reclosing the mortgage.

Portugal
Banking sector
113 The legal act that transposed the EU Directive on consumer credit establishes the following:

9 aduty of care (credit institutions should ensure that consumers are aware of and fully understand
the terms and conditions associatechwilite product they are contracting),

1 a duty to assess the creditworthiness of the lender before entering into the contract (credit
institutions should verify the capability of lenders to cope with the financial commitment they are
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assuming, either by veyiing the information provided by the consumer or by consulting the
Central Credit Register) and

9 aduty to assess the suitability of the product being offered to the client.
114 In Portugal, a comprehensive regime the prevention and settlement of arrears on credit
agreements with household customers is in place, comprising measures to promote the prevention of
arrears situations and the aftcourt settlement of default situations on credit agreements. An
extraodinary regime has also beestablished, with measures to protect housing loan borrowers in a very
difficult economic situation.
Spain
115 Under Spanish Law 2/2011 on Sustainable Economy (article 29) obliges settitjgrovide
customers with enough information to assess whether financial products are suitable for their specific
needs, with a particular focus on the consequences in case of default.
South Africa

Collective investment schemes

116 The intermediary has an obligation to assess
910 requires the manager to ensure that the intermediary is adequately skilled and resourced.

Capital markets
117 JSE Equities Rules
1 Rule 8.10.2 Disclosure to clients
118 Code of conduct for authorised users (Notice 20 of 2005)
9  Section 3 Furnishing of advice
9 Section 4 Disclosure to clients
119 Financial Intelligence Centre Act 38 of 2001 (as amended)
120 Section 21 Identification of clients and other persons
Pension sector

121 Financial serices providers and authorised agents are regulated and supervised by the Registrar
of Financial Advisors and Intermediary Services.

Financial advisory & intermediary services

122 Section 8 of the General Code@bnduct (BN 80 of 2003)

121



UK
Investments

123 For retail investment products advice standards are found in national rules. Essentially, the
requirement is to ensure that any product is appropriate to the custoradgsand circumstance$’

Mortgage sector

124, For mortgages and other forms of home finance advice standards are found in national rules.
Essentially, the requirement is to ensure that any product is appropriate to the customer's needs and
circumstances.”

125 Mortgages can be sold on a raxivised basis, but planned regulatory changes (taking effect in
April 2014) will require advice to be given wherever there is interaction with a customer regarding a
product sale.

Noninvestment insurance sector

126 Directive 2002/92/EC of the European Parliament and of the Council of 9 December 2002 on
insurance mediation (IMD) recognises that insurance intermediaries sell products on both an advised and
nonadvised basis.

127 Article 12 requires that for both types of
conclusion of any specific contract, the insurance intermediary shall at least specify, in particular on the
basis of information mvided by the customer, the demands and the needs of that customer as well as the
underlying reasons for any advice given to the customer on a given insurance product. These details shall
be modulated according to the complexity of the insurance congactlbg pr oposed. 0 Thi s
i mpl emented in the™UK in the FCA6s rules.

128 FCA rules also require that for advised sales of-ineastment insurance products firms must
itake r easonabl d#abilityofite advice forranyscustoraer whb is enstlad to rely upon its
judgnmM@nt . o

129 The FCA also has guidance and rules for firms governing the steps that they must take to ensure
that customers only buy pola&s under which they are able to claim benefits under anveistment
insurance policy®

1% See COBS 9.2.
17 See MCOB 4.7.
1% See ICOBS 5.2
179 See ICOBS 5.3
180 See ICOBS 5.1
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3. STAFF TRAINING
COUNTRY EXAMPLES
Australia

130 The Australian Corporations Act 2001 (the Act), requires financial services licensees to take
reasonable steps to ensure that its representatives comply with the financial services laws. The Australian
Securities and Investments Commission (ASIC) prepaagslatory guidance to this effect outlining the
minimum standard of training expected of financial product advi¥ers.

Canada
Banking sector

131 At the federal level, osite examinations of federally regulated fical institutions are a formal
compliance tool used by the FCAC. The FCAC, as p
internal policies and procedures, training materials and conducts interviews with staff employees to assess
their knowledg.

Securities sector

132 NI 31-103 (section 3.4) prescribes that an individual must not perform an activity that requires
registration unless the individual has the education, training and experience that a regsesahl would
consider necessary to perform the activity competently, including understanding the structure, features and
risks of each security the individual recomméffddhe level of expertise required varies according to the
different registration cagories. See also IIROC Rule 2§3@nd MFDA Rule 1.%*

Insurance sector

133 In Quebec, before issuing a certificate (licence) to an intermediary, the AMF must ensure that the
candidate has acquired essential knowdefilg consumer protection, and a minimum level of education or
equivalent experience. Prospective intermediaries must also pass Autorité des marchés financiers (AMF)
examinations and he must successfully complete a probationary deribdlo maintain hisertificate, a
representative must comply with any regulation of the AMF, etaby of the Chambre de la sécurité
financiere or the Chambre de l'assurance de dommages pertaining to compulsory professional
development. These regulations require the intdranes to have a minimum of hours of training on a
period of 2 years. (See Regulation respecting the compulsory professional development of the Chambre de

181 ASIC RG 146 Licensing: Training of finan¢iaroduct advisers

182 gee Part 3 for specific initial proficiency requiremetitip://www.lautorite.qc.ca/files//pfteglementation/valeurs

mobilieres/31103/201202-28/2012fev2831-103-vofficielle-en.pdf ; Qu®becds mut ual fun
scholarship  plan representatives must also satisfy compulsory professionnal development;
http://www2.publicationsduquebec.gouv.gc.ca/dynamicSearch/telecharge.php?type=3&file=/D_9 2/D9 2R13 1 A.H

183

http://iiroc.knotia.ca/Knowledge/View/Document.cfim?Ktype=445&linkType=toc&dblD=201301341
&toclD=811

184 http://www.mfda.ca/regulation/rules/RulesFeb13.pdf
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l'assurance de dommag®and Regulation of the Chambre de la sécurité financiére respecting compulso
professional developméfit and Regulation respecting the issuance and renewal of representatives'
certificates®’.)

Chile

134 Chile has been working on improving the standards among financial providers, establishing fit
and proper requirements for several industries, including insurance, pensions, brokers and fund
management.

135 An exampé of such a requirement is established in the Securities Market Law and a norm issued
by the Superintendence of Securities and Insurance (NCG 295), which requires brokers and dealers to
prove that they have sufficient knowledge about securities brokdnamegh a test®

136. A similar requirement has been established for providers of the insurance and pensions industries,
by regulations issued by the Superintendence of Securities and Insurance (Circular 1.67% and
Superintendence of Pensions.

Czech Republic

137 Professional qualification regarding expertise in the particular financial area comprising of both
legal and economical knowledge (not only marketing and selilng)necessary condition to be able to
assess the needs of a consumer and to act in his/her best interest.

France
Insurance sector

138 Specific qualifications or specific levels of technical knowledge are reqiuoadintermediaries

and employee (Article R512 Insurance code). The training is intended to enable trainees to acquire, prior
to the exercise of the activity of intermediation expertise in legal, technical, commercial and administrative
aspects. The tmaing programs are designed by professional organizations and are approved by order of the
Minister of Economy. The skills acquired are checked at the end of the course. The results of this
monitoring must be attached to training booklet Article R512

Barking sector

139 Intermediaries must meet requirements of professional competence determined by regulation.
(L519-3-3 and R518B CMF)

185

http://www2.publicationsduguebec.gouv.gc.ca/dynamicSeatebhiarge.php?type=3&file=/D_9 2/D9 2R12
A.HTM

http://www2.publicationsduguebec.gouv.gc.ca/dynamicSearch/telecharge.php?tfifs=B&9 2/D9 2R13
1 A.HTM

187

http://www2.publicationsduquebec.gouv.gc.ca/dynamicSearch/telecharge.php?type=3&file=/D_9 2/D9 2R7_A
HTM

(' http://www.svs.cl/sitio/english/legislacion_normativa/marco_legal/ley18045_ingles 0712201 1.pdf
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140 The training is intended to allow theainees to acquire the expertise in legal, economic and
financial aspects. The skills acquired are checked at the end of the traininglREMF). The training
programs are designed by the profession and are approved by an Order of 4 April 2012 ef Mfinist
economy.

141 French regulation requires also specific qualifications or specific levels of technical knowledge
from persons (intermediary or employee) who proposes a credit on the point of sale or throngk dista
selling (L3118 consumer code). These persons have to be trained in the distribution of consumer credit
law and prevention of overindebtedness. The programme of the training is described in Articke-3311
Consumer Code.

Securities sector

142 Since the T July 2010 there is a regulatory framework to ascertain that market participants have
a specified minimum level of regulatory knowleddée professional certification regime is based on the
following principles:

9 introducing a regulatory framework whereby investment services providers (ISPs) verify that
employees in certain key functions have the appropriate level of regulatory knowledge with
regard to a specified corpus;

1 identifying the key functions concernbdg the new system, i.e. trader, sales personnel, financial
analyst, asset manager, head of clearing andtaai services, and compliance officer;

1 permitting ISPs to carry out the verification eithethimuse, by any means they see fit but in
accordancewith a formal procedure, or by checking that the employee has passed a certified
external examination providing them a professional "passport”, with a view to mutual recognition
of qualifications between France and other countries.

143 The AMF has also published the following:

1 the content of the minimum body of knowledge that market participants have to acquire with
details of the scope of the knowledge requirement, the weighting assigned to eactttogiog
to its importance, etc;

9 the conditions to be satisfied by exams submitted for certification; and
1 a Q&A on the implementation of the knowledge verification procedure.

Germany

144, Section 34 d Securities Trading A@VertpapierhandelsgesetzaWpHG) ensures the required
gualification of staff members which are directly engaged in providing investment advice concerning
financial instruments. In addition financial intermediaries providing investment advice concerniag som
other financial investments (e.g. funds) have to provide evidence of their qualification by passing an
examination, pursuant to section 34 f paragraph 2 no.4 of the Trade and Industry Code (Gewerbeordnung).

145 An investment services enterprise may entrust an employee with the provision of investment
advice only if that employee has the degree of expertise and reliability required for the activity. Before the
employee takes up the activity specified in sentendeelinvestment services enterprise must report to the
Supervisory Authority.
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1 the employee; and,

1 provided that the investment services enterprise has sales representatives within the meaning of
subsection (2), the sales representative directly responsibdeidbh employee depending on the
organisational structure of the investment services enterprise.

146 If the circumstances reported by the investment services enterprise pursuant to sentence 2
changed, the new circumstances shall be reported to the Supervisory Authority without undue delay.

147. In addition, the invetment services enterprises must report to the Supervisory Authority:
1 any complaints;
1 the name of the employee on whose activity the complaint is based; and

1 where the investment services enterprise has several branches or other organizational units, the
branch or organizational unit to which the employee is assigned or for which he predominantly or
usually performs his activity to be reported pursuant to sentence 1,

9 if one or several complaints within the meaning of section 33 (1) sentence 2 no. 4 WG ab
the activity performed by the employee are brought against the investment services enterprise.

Hong Kong

148 Staff dealing in or advising on securities should meet the minimum competence standards set by
the Searities and Futures Commission, including academic qualification, industry qualification and
regulatory knowledgé®®and fithess and propriety requirements including the ability to carry on relevant
activities competently, honestly and faif§f and are requéed to update their technical knowledge and

skills (including knowledge of new products and the associated risk management systems), regulatory
knowl edge and ethical standards t h'{ GuidglinesomQPT i nu oL
require the staff to undertake a minimum of CPT hours per calendar year.

149 In addition, the HKMA, through a number of circulars, highlighted the need for banks to ensure
that their staff are piperly trained so that they understand the features and risks of the investment products
that they distribute to customers.

150 The HKMA conduct s mystery shopping, i ncludi
adherece to regul atory requirements and control pr
regulatory requirements in the sale of investment products, and published the results to require banks to
make improvements on issues identified and to enceutsgn to adopt good practices.

151 Governed by Section 67 of the | Caed RracticeforCo mp a
the Administration CoPAd)nsusancesuddemtngd nafdpr ov e c

Guidelines on Competendettp://en
rules.sfc.hk/net_file store/new_rulebooks/h/k/HKSFC3527 4415 VER10.pdf

Fit and Proper Guidelinebttp://en
rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 548 VER10.pdf

11 Guidelineson CPT:http://enrules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 4416 VER11.pdf

190
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respectively®” Persons to be registered as an appointed insurance agent have to satisfy the IARB that he is
fit and proper and that he meets all the requirements specified in Part E of thé*@oéhding those on
gualifications and experience. S$gially, Part C of the CoPA requires insurers to provide sufficient
trainings to their agent§?*

152 Similar to insurance agent s, i nsurance broker
with the |A or the approved body of insurance brokers as appropriate. The insurance broker must satisfy

the minimum requirements specified by the | A with
net assetso, Aprofessi ognadf isnedpeantna ttey d Iniseurrta nacceoo u

books and accountso under Sections 69 and 70 of t

153 Under the Insurance Intermediaries Quaitys sur ance Scheme (fithe Sch
intermediariesare required to pass the Qualifying Examination (administered by the Vocational Training
Council) as a condition for registration or authorization unless otherwise exempted. They are also required

to comply with the requirements of the Continuing Prafessn a | Devel opment (ACPDO)
the Scheme to upkeep and enhance their professional knowledge. IARB, HKCIB and PIBA have issued
guidelines to their members in relation to compliance with the CPD Programme requirements.

154, Educational pamphl et Alnsurance I ntermediarie
introduce the roles of insurance intermediaries and how they are regulated in Hong’Kong.

Hungary

155 The HFSA expects financial organisations to provide adedqugteliminary, preparatory and
regulari training to their acting administrators, in order to ensure that they supply truly useful, accurate
and comprehensible information to consumers. In additiothe conditions of products and services,
training should also include knowledge of consumer protection legislation and expectatiohsyitria

the latitude allowed by the discretion of the financial organisaticompliance with the relevant exam
requirements should preferably be a prerequisite to further cooperation.

India

156, SEBI (Investment Advisers) Regulations, 2013 SEBI (Mutual Funds) Regulations, 1996 and all
Intermediaries Regulations Minimuneducational qualifications and experience specified along with
certification on financial planning or fund or asset or portfolio management or investment advisory
services.

Ireland
157 A General Principle in the 201€ode which requires a regulated entity to have and employ
effectively, the resources, policies and procedures, systems and control checks, including staff training,

that are necessary for compliance with the Code (provision 2.4)

158 The Minimum Competency Code 2011 (MCC) was developed following a review of the
Minimum Competency Requirements, introduced in 2007. The MCC introduces a basic competency

192 http://www.hkfi.org.hk/en_tips_customer_practice.asp

193 hitp://www.hkfi.org.hk/pdf/e_CodePracticeE_2010.pdf

194 http://www.hkfi.org.hk/pdf/e_CodePracticeC_2010.pdf
195

http://www.oci.gov.hk/download/bookt005e.pdf
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framework that is designed to establish minimum standards for falaecvices providers, with particular
emphasis on areas dealing with consumers. Firms are required to ensure that individuals who provide
advice on or sell retail financial products or who undertake certain specified activities on their behalf
acquire he competencies set out in the Requirements. In addition, individuals are required to undertake a
programme of Continuing Professional Development [CPD] on an ongoing basis.

159 The MCC is closely linked to the Cent | Bank of Il relandbs Fitnes
number of the controlled functions set out in the Fitness and Probity Regulations are aligned with the scope

of the MCC, specifically the customéacing controlled functions. Under the MCC, responibils

placed on all persons carrying out these controlled functions, as well as on regulated firms.

Israel

160, Banks train their employees internally in various areas of banking activities, including
compliance tdaws and regulations. According to Section 15(d) of Regulation 308, the compliance office
of the bank must review activities of bank training department.

161 Relevant regulations include the following:

1 Proper Conducof Banking BusinessRegulation 308 Compliance Officer (especially Section
15(d)).

1 Investment advisors, portfolio managers and pension advisors: for them, relevant legislation set
up minimum competence requirements. This field is regulated by thd Bemerity Authority,
and the Ministry of Finance.

Italy

Banking sector

162 Front line staff have to be sufficiently trained in order to explain all the relevant information
provided to consumer in order to enable him/her to fully understand the features of the product and the

risks connected to it.

163 Authorized agents have to be entered into a register; specific professional and knowledge
requirements (assessed through an examination) are required as a condition for being registered.

Investment and asset management sector

164. Pursuant to article 5 of Bank of Italy and Consob Regulation of October 29, 2007, investment
firms must have an organisational system able to ensure a sound, prudent management, the limitation of
risk and the stability of equitas well as the correctness and transparency of conduct in the provision of
services.

165 To this end, in providing services, the intermediaries must apply and maintain, inter alia, policies

and procedures aimed ahsuring that staff has the qualifications, knowledge and skills necessary to
exercise the responsibilities assigned to them.
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Luxembourg

166. The Institut de Formation Bancaire du Luxembourg (IFBL) organizes spedaliaining for
persons working in the financial sector. Some of their training courses are mandatory for the staff of banks
which are members of the Luxembourg Bankersd Asso

Netherlands

167. Financial service providers are responsible by law for the professional competence of their staff
who are directly involved in providing financial services to consumers. The requirements are further laid
down in lower legislation (Decree) and apply to ingdia insurance products and mortgages; these
requirements do not apply to investment services. Currently a diploma is only required for managers. As of
January 1, 2014, new rules will be introduced imposing an obligation on all advisors with client tmnta
obtain a certified diploma. The requirements to be met differ per product.

168 In order to obtain the diploma, an exam must be passed in which both knowledge, skills and
professional behaviour are assessederAbbtaining a diploma, staff needs to maintain their level of
knowledge by means of Permanent Education. Financial service providers with over 50 employees are not
obligated to get a diploma when their conduct of business certifies qualified persamttedr Ehere will

be an obligation to keep the professional requirement permanently up to date.

169 In the absence of any professional competence requirements by law, the AFM has liaised with the
Dutch Securities titute (a Dutch industry body) to promote a qualification regime for investment
advisors.

Portugal

170 Legal Framework of Credit Institutions and Financial Companies (LFCIFC), Article 73°
establishes that:

fi ¢ r dénstiiuttons shall treat their clients with high level of technical competence in all activities
which they carry on, providing their business organisation with the human and material
resources required to ensure appropriate conditions of quality arciefe ncy . 0

171 The Central Bank of Portugal provides financial institutions employees with training sessions on
new regulations in order to ensure a proper implementation of the new rules.

South Africa

Collective invesnent schemes

172 General Notice 911 of 2010 requires the manager or to have adequately trained staff
Capital markets

173 JSE Equities Rules

1 Rule 4.101 Fit and proper requireemts



Pension sector

174 Financial services providers or authorised agents are regulated and supervised by the Registrar of
Financial Advisors and Intermediary Services.

175 It is a legal requirement that administrators employ adequately trained staff and ensure that they
are properly supervised

Financial advisory & intermediary services

176 Part 3 to 8 of the Determination of Fit aRtbper Requirements

UK

177 The UK Retail Distribution Review (RDR) raised the professional standard requirements for all
individuals offering retail investment advice. The rules applying the RDR standard carnt@lntffect

on 31 December 2012. Consumer research conducted on the impact of RDR has shown that consumer
confidence is increased by a higher qualification requirement.
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4, REMUNERATION STRUCTURES
COUNTRY EXAMPLES
Australia

178 Part of the FOFA reforms a prospective ban on conflicted remuneration structures including
commissions, in relation to the distribution of and advice on retail investment products including managed
investments, superannuation and margin$o&h

Canada
Banking sector

179 Under theBank Act the board of directors of a bank are required to establish procedures to
resolve conflicts of interest, including techniques for the identification of potentidiataifuations and
for restricting the use of confidential informatith.

Securities sector

180 NI 31-103 (section 13.4) provides requirements in order to identify and respond to conflicts of
interest®™ As stated irthe Companion Policy to NI 3103**°, registered firms should consider whether

any particular benefits, compensation or remuneration practices are inconsistent with their obligations to
clients, especially if the firm relies heavily on commissi@sed remuneration. For example, if there is a
complex product that carries a high commission, the firm may decide that it is not appropriate to offer that
product.

France

181 Individual vendors cannot, under any circumstances, be paid according to the cotoimditer

rate or the type of contract (L3413 Consumer Code). The terms or the level of remuneration received by
the banking intermediaries under their intermediation activity should not go against their obligation to act
in the best interests of clientsiafluence the quality of their service delivery (RE2ARCMF)

Germany

182 Generally in Germany the Supervisory Board lies down the rules of procedure and fixes the
remuneration of the Management Board. After tharftial crisis for banking institutions and insurance
companies special regulations were enacted. The objective of these regulations is to ensure that risk
management and the overall strategy are in line with the overall remuneration system so that img damag
incentives to take disproportionate risks are given. Pursuant to section 64 b Act on the Supervision of
Insurance Companies the remuneration systems for managers, staff and members of the supervisory board
of insurance undertakings must be transpamgupropriate and focused on the lelegn performance of

19 hitp://www.comlaw.gov.au/Details/C2012A0006itp://www.comlaw.gov.au/Details/C2012A00068

197 http://lawslois.justice.gc.ca/eng/acts/R01/pages6.html#h32
198 http://www.lautorite.gc.ca/files//pdf/reglementation/valenrsbilieres/31103/201202-28/2012fev2831-103
vofficielle-en.pdf

199 http://www.lautorite.qc.ca/files//pdfireglementation/valemsbilieres/31103/201209-28/2012sept281-103-
ig-vadminren.pdf
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the undertaking. For banking institutions see Section 25 a paragraph 1, sentence 3 Banking Act (KWG),
see also the Remuneration Ordinance for Instittftes

183 Equi val ent herewith is that for insurance <co
and members of the supervisory board must be transparent, appropriate and focused on the long term
performance of the undertaking, Section 64 b Insurance Sumsrdist (VAG).

184 For securities pursuant to section 37 Investment Code German asset management companies
should have remuneration policies and practices for those categories of staff, including senior management,
risk takers and control functions, and any employees receiving total remuneration that takes them into the
same remuneration bracket as senior management and risk takers, whose professional activities have a
material impact in the risk profile of the assginagement company or of the AlIFs they manage that are
consistent with and promote sound and effective risk management and do not encoutagmgisihich

is inconsistent with the risk profiles, rules or instruments of incorporation of the AlFs thagean

185 The asset management company has to disclose information in the fund rules concerning the
manner, the amount and the calculation of fees and the reimbursement of expenses to be paid out of the
fund to the mnagement company, the depositary and third parties. These fund rules have to be approved
by the German Federal Financial Supervisory Authority (BaFin). For this fee clause in the fund rules BaFin
has developed templates, which could be seen as best@rdctte both governing principles are:

1 the clause on fees and expenses should contain comprehensible information about the manner,
the amount and the calculation of the fees and expenses; and

1 there is no detrimental effect on investor rights by inapprtpfées or expenses.

186. With respect to performance fee clauses BaFin requires the benchmarks used as a calculation

base in such clauses to be in line with the investment strategy of the fund. Furthermoigirtinen

reference period for performance fees has to be one year; underperformance of at least five preceding

reference periods has to be taken into account. Thus performance fee clauses shall foster long term returns
but not induce the portfolio managerhémassume inappropriate risks in order to gain short term benefits.

187. If the templates mentioned above are used it will be no problem for BaFin to approve the fund
rules with regard to the clause on fees arpenses. If the clause on fees and expenses differs from the
template BaFin has to check whether the clause on fees and expenses meets a comparable standard of
transparency and appropriateness

188 In addition for irvestment services enterprises a special inducement prohibition is enacted in
section 31 d Securities Trading Act (WertpapierhandelsgeSe¢pHG).

189 To enable the client to make a clear choice between a comneiddiased investment advice and

a fee based investment advice an Act on fee based investment advice on financial instfi(@esttz

zur Forderung und Regulierung einer Honorarberatung Uber Finanzinstrumente,
Honoraranlageberatungsgesetz) was introduced.

200 Institutsvergitungsverordnung

http://www.bafin.de/SharedDocs/Aufsichtsrecht/EN/Verordnung/institutsvergv_en_ba.html

21 gee also bullet point 262
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190, The act will enter into force orf"bf August 2014. The contents are as follows:

AWhen an investment firm offers fee based adv
Anl ageberatungo t he thinfees padiorproVidechby any thirc paetypt and
remuneration is only provided by the client. Further the investment firm shall assess a sufficiently
large number of financial instruments available on the market which should be diversified with

regard to tleir type and issuers or product providers and should not be limited to their own
financi al instruments or those which are offe

Hong Kong

191 The Hong Kong Monetanjuthority (HKMA) provides guidance to banks on certain key factors

that should be considered in designing the remuneration structure for sales staff to encourage responsible
business conduct. Banks should have adequate procedures and controls to ansakestistaff are not
remunerated with bonuses calculated solely on the basis of financial performance but that other factors
(including adherence to best practices guidelines and code of conduct in which certain principles are
related to best interest afustomers, satisfactory audit / compliance review results and complaint
investigation results) are taken into account to avoid conflict of int&fest.

192 Banks are required to disclose information in relatioth&r remuneration systems to the public

on a timely basis, which includes, but not limited to: (i) the most important design characteristics of the
remuneration system (e.g. criteria used for performance measurement and risk adjustment, the linkage
betwea pay and performance, deferral policy and vesting criteria, and the parameters used for allocating
cash versus other forms of remuneration), and (ii) aggregate quantitative information on remuneration for
the senior management and key personnel indicatimgunt of remuneration for the financial year, split

into fixed and variable remuneration, and number of benefici&ties

Ireland

193 It is important that remuneration structures are designed in such a way thanttemyage
responsible business conduct, given the potential consumer detriment that can arise where remuneration
structures encourage conflicts of interest, for example, where commission is based solely on sales targets.
In recognition of this, a requiremewas included in the 2012 Code to ensure that remuneration structures
are not structured in such a way that they have
act in the best interests of consumers.

194 The Central Bank is currently undertaking a Review to Examine Sales Incentives for Direct
Employees of Insurance Companies.

195 In 2008, the Central Bank published a Report of the Working Group on the Refitwe
Intermediary Market (with a particular focus on transparency). The recommendations of the Report were
implemented through the 2012 Code, which requires disclosure of remuneration arrangements by mortgage
intermediaries authorised under the Consui@ar e d i t Act , 1995 (the ACCAO)

2 Recommendation 18 of Annex 1 t o httpitveww HknM@od.lsk/enp/key c u | ar

information/quidelinesand-circulars/ciralars/2009/2009032%.shtml and item 4 of the Enclosure to the
HKMA®G s circul ar o f http:I/whww.hkina.goy.hk/er)/Refhfdrmation/gudelinesand
circulars/circulars/2009/2009074shtml

Paragraphs 3.2.2 and 3.2.3(i) of the Supervisory Policy Manuab:G&uideline on a Sound Remuneration
System: http://www.hkma.gov.hk/media/eng/doc/kéynctions/bankinestability/supervisorypolicy-

manual/CG5.pdf

203
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authorised under the I nvestment I nter medi ari es
cannot be ascertained, the method of calculating that amount must be disclosed. Wgeirey on
remuneratia is to be received, the intermediary must disclose the nature of the service to be provided in
respect of that remuneration. In the case of-lifeninsurance, intermediaries must disclose in general
terms that they are paid by means of a remuneratrangegment with a product producer and must either
disclose the amount of that remuneration or inform the consumer that details of the remuneration are
available on request. The intermediary must also disclose any additional remuneration arrangements that
are not directly attributable to the service provided to that individual consumer but are based on levels of
business introduced by the intermediary to that product producer or that may be perceived as having the
potential to create a conflict of interest

196. There are also existing disclosure requirements for Life insurance undertakings under the Life
Assurance (Provision of Information) Regulations, 2001.

Israel

197 Banks are equired to adopt a comprehensive remuneration policy align with long term
profitability.

198 The policy should pertain to all employees of the bank, with special emphasis on the
remuneration of senior executives ardployees who influence the bank risking - Letter of Supervisor
of Banks Remuneration Policy (April 5, 2009).

Italy
Banking sector

199 Financial services providers have to implement remuneration structuresffadrsl authorized
agents which prevent mgelling.

Investment and asset management sector

200 In the Consobds communication n. 9019104 of
illiquid financial products,tiis stated that intermediaries must define their sales and commercial policies
on criteria that do not conflict with the best interest of the client.

201 Investment firms must pay specific attention to the remuneration of employees and tied agent in
relation to the various types of products offered in order to limit the risks that the staff in direct may
receive fees in relation to the distribution of prouthat are particularly profitable for the intermediary, to

the detriment of other products that could be more in line with the best interest of customer.

202 ESMA issued a consultation paper concerning propo&addélines on remuneration policies
and pr act i The purpdse & thBse guidelines is to ensure the consistent implementation of
existing MiFID conflicts of interest requirements and conduct of business rules in the area of remuneration
and to prevet investment firms from miselling financial products. The draft guidelines will apply to the
remuneration of front line staff, sales staff and other staff indirectly involved in the provision of investment
and/or ancillary services whose remuneratiory mmgate inappropriate incentives to act against the best
interest of clients.

203 The draft guidelines include examples of the types of remuneration policies that could determine
conflicts such as:
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1 commission schees that could encourage an employee to "push” a specific financial product
because it would pay higher fees, without taking into account the client's best interest;

9 salaries based on a quota of minimum sales for specific products; and
9 or bonuses based on achieving a minimum level of sales.
204 The draft guidelines also impose obligations on firms' senior management to "design and monitor
remuneration policies and practices to take account afaheuct of business and conflicts of interest risks
that may arise".
205 Investment firms will be required to consider a range of factors when designing their
remuneration policy, including the type of product tiseyl, distribution channels and the role performed
by the relevant persons. The relevant persons' performance will be required to be measured against criteria
that encourage the relevant persons to act in the best interest of the firm's clients andvesttimgrstaff,
firms will need to strike an appropriate balance betwdimed and variable remuneratibnESMA also
calls for the intermediaries to implement adequate control measures on remuneration policies and practices
in order to ensure compliancetiviconduct of business rules.
Luxembourg
206. Relevant regulations include the following:
Law of 5 April 1993 on the financial sector
GrandDucal Regulation of 13 July 2007
Law of 17 December 2010 relating to undé&ihgs for collective investment

CSSF Circular 07/307 Aconcerning MIFID: busi

Circular CSSF 10/437 on Guidelines concerning the remuneration policies in the financial sector

= =/ =4 =4 =4 =9

CSSF Regulation N° 104 transposing @mmission Directive 2010/43/EU of 1 July 2010
implementing Directive 2009/65/EC of the European Parliament and of the Council as regards
organisational requirements, conflicts of interest, conduct of business, risk management and
content of the agreemengtiveen a depositary and a management company Luxembourg

207. For banks and investment companies: Circular CSSF 10/496 and Circular CSSF 10/497 on the
Transposition of Directive 2010/76/EU of the European Parliamahtothe Council of 24 November

2010 amending Directives 2006/48/EC and 2006/49/EC as regards capital requirements for the trading
book and for resecuritizations, and the supervisory review of remuneration policies.

Netherlands

208 Financial institutions are obliged to have a sound remuneration policy for all employees. AFM
and the Dutch Central Bank (DNB) have joined efforts to ensure that remuneration is based on actual
longer term performance rather than sharntselling incentives. Risk management is a key starting point

for sound remuneration policies which take the client interest into account. To this end, AFM and DNB
jointly published Principles and good practices for remuneration in 2009. Since Jan2ad/llthese
principles have also been laid down in Dutch regulation, with AFM and DNB as joint competent
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authorities to supervise compliance with these rules. Most of the principles of the Dutch regulation are
identical to those in the FSB Principles dmplementation Standards as well as the AFM/DNB Principles

and good practices. The Dutch regulation on sound remuneration takes both prudential aspects and
consumer protection aspects into account.

209 In the Nethdands a ban on commissions has been introduced as froni tfeJanuary 2013.
This ban will apply to noitMiFID financial service providers. As from the first of 2014 this ban will also
apply for investment firms.

210 The reason for the introduction of the ban is that in too many instances service providers were not
acting in the best interests of their clients. The MiFID rules were helpful but not strong enough to stop the
wrong incentives. Service providers ssi#llected financial products for their clients based on the height of
the commission received by them, rather than selecting the product that would best suit the interests of
their clients.

Switzerland

211 The regulatr FINMA issued a Circular 2010/01 on Remuneration Schemes, in October 2009,
that gave the banks and insurers affected a transition period until 1 January 2011 to implement its
provisions. FINMA noted particular progress being made in the corporate gogernfremuneration
schemes, e.g. more direct leadership by the boards of directors on remuneration and more involvement by
the risk management and internal audit functions. While not all institutions are making the same progress,
FINMA noted efforts by istitutions to redesign their remuneration instruments to align better with risk and
longerterm performance. These efforts include reducing the percentage of cash in bonuses paid and
increasing the percentage of remuneration that is deferred. Furthemmerepnditions for deferred
remuneration are being tightened and alternatives, such as setting caps on the overall remuneration of any
single manager, are being pursu@d.

South Africa
Collective investment schemes

212 GN 910 of 2010 requires the manager to administer the CIS in a manner which protects the
interests of investors

Capital markets

213 JSE Equities Rules
1 Rule 8.10.3 Disclosure

214 Code of conduct for authorised users (Notice 20 of 2005)
1 Section 4 Disclosure to clients

I Section 6 Inducements

204 http://www.finma.ch/e/aktuell/pages/mmfinamaitteilung-20-20110119.aspx
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Pension sector

215 Financial services providers or authorised agents are regulated and supervised by the Registrar of
Financial Advisors and Intermediary Services.

Financial advisory & intermediary services
216 Section 3A of the Genal Code of Conduct (BN 80 of 2003)
UK

217. In the UK the Remuneration Code (the Code) implements the main provisions of the Third
Capital Requirements Directive (Directive 2010/76/EU) which related to remuneratidre Code
incorporates a number of European Directives and international (Financial Stability Board) standards and
aims to address the prudential systemic risks that can arise from inappropriate remuneration policies and
practices within a firm.

218 The Code is comprised of 12 Principles. These Principles are set out in the FCA Handbook
(SYSC19A). The first and overarching Principle is a firm must ensure that its remuneration policy is
consistent with and promotes sduand effective risk management. It should not encourageakakg

that exceeds the level of tolerated risk of the firm.

219 In 2011, the FSA (the predecessor of the FCA) carried out thematic work on incemtives
remuneration, which found that most incentive schemes operated by firms for sales staff were likely to
drive these staff to misell and that these risks were not being managed properly. As result of the thematic
work, in January 2013, the FSA publisha final guidance paper providing examples of good and poor

practice?®®

205
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5. RESPONSIBILITY
COUNTRY EXAMPLES
Australia

220 The Corporations Act 2001 requires financial services licensees to take reasonabteestepret
that its representatives comply with the financial services #%ws.

Canada
Banking sector

221 Under the federal financial institution statutes, the consumer provisions applicable to federally
regulated finanial institutions continue to apply when a product or service of a federal financial institution
is provided through an affiliate, representative, agent or other interméiary.

Securities sector

222 Regulators requir@a firm to have policies and procedures requiring any individuals acting on
behalf of the firm to report to their management
an individual becomes aware of an issue that should be reported to manage

223 Compliance is a cornerstone of the new regime under NIO31 Every registered firm must
establish a compliance system and regulators have made it clear that compliance iswalefirm
responsibility. NI 3-103 sets out that a registered firm must have a system of controls and supervision to
provide reasonable assurance that the firm and each individual acting on its behalf complies with securities
legislation, and manages the risks associated with itsdmssiin accordance with prudent business
practices.

224, Dealers and advisers must also comply with bonding and insurance requiféments

France

Banking sector

225 The creditinstitution remains responsible for the fulfilment of all the provisions required for the

formation of the consumer credit contract, whether such obligations are to be performed by itself or by its
intermediaries (L. 3151 consumer code)

206 section 912A (1) (ca)
207

http://lawslois.justice.g.ca/eng/acts/B.01/pagel87.html#docCont

2% See section 12.3 and 12.4, NI -303, lIROC Rule 17
http://iiroc.knotia.ca/lKnowledge/View/Documeaim?Ktype=445&linkType=toc&dbID=201301341&toclD=2
36 and MFDA Rule 4http://www.mfda.ca/regulation/rules/RulesFeb13.pBee also Regulation respecting
firms, independent representatives and independent partnerships,
http://www?2.publicationsduquebec.gouv.gc.ca/dyrm&aarch/telecharge.php?type=3&file=/D_9 2/D9 2R2_A
.HTM that still applies to mutual fund dealer and scolarship plan dealers, see sectiém B84 to amend the
Securities Act and other legislative provisiopns 2009, chapter 25.
http://www2.publicationsduguebec.gouv.gc.ca/dynamicSearch/telecharge.php?type=5&file=2009C25A.PDF
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226 Professional credit institution regulation (CRBF n of 21 February 1997 ) relating to
internal control states that credit institutions remain responsible for the compliance with all their
obligations in case of externaliza of the commercialization (in case of mandate) . (articl2)37

Insurance sector

2217. Article L511-1 of insurance code stipulates that the insurer remain responsible of its agents
(acting on its behalf). Articl®3361 of insurance code relating to internal control of insurance companies
stipulates that companies must describe, in their annual internal control report, the measures they have
taken to ensure the control of the commercialization of their products

Germany

228 A deposittaking credit institution or a securities trading firm must ensure that tied agents are
trustworthy and have the necessary professional qualifications, fulfil the statutory requirements when
providing financial services, and inform customers about their status pursuant to section 2 (Section 25 a
paragraph 4 German Banking Act).

229 An enterprise (tied agent) which only provides financial services that onlgres®s investment
broking or contract broking, placement business or investment advice solely for the account and under the
liability of a depositaking credit institution or securities trading firm domiciled in Germany or operating

in Germany shall notdbdeemed to be a financial services institution, but rather a financial enterprise if this

is reported to BaFin by the depetaking credit institution or securities trading firm as the liable enterprise
(Section 2 (10) of the German Banking Act (KWG).

230 According to Section 25a (4) KWG a depesiking credit institution or a securities trading firm

if it avails itself of a tied agent within the meaning of Section 2 (10) sentence 1, it must ensure that he/she
is trustworthy and has the necessary professional qualifications, fulfils the statutory requirements when
providing financial services, informs customers about his/her status pursuant to Section 2 (10) sentences 1
and 2 prior to commencing business relatiopshand notifies customers about the termination of this
status promptly. The depogéking credit institution or securities trading firm must keep the necessary
evidence of the fulfilment of its duties pursuant to sentence 1 for at least five yeatleafegmination of

the tied agentdés status.

231 In the insurance sector insurance companies may only cooperate with professional insurance
intermediaries who inter alia are reliable and have well ordered finaneeP4dsagraph 80 Insurance Act
(VAG). For their employers an insurance company is liable according to Paragraph 278 Civil Code.

Hong Kong

232 The Board of Directors and management of banks should retain ultimate &adgititynfor the

outsourced activities. Banks are required to perform appropriate due diligence before selecting the
aut horised agents (such as taking into account t
capacity and compatibility with he banksd& corporate culture) and t
service providersd performance on a continuous b:
any material problems encounteyed®

M (paragraphs 2.1, 2.3.1, 2.3.2 anydManal ®n Qufsourding:e HK M
http://www.hkma.gov.hk/media/eng/doc/kéynctions/bankinestability/supervisorypolicy-manual/SA2.pd)).
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http://www.hkma.gov.hk/media/eng/doc/key-functions/banking-stability/supervisory-policy-manual/SA-2.pdf

233 Intermediaries should be responsible for the acts or omissions of its employees and agents in
respect to the conduct of their businéss.

234, Under Section 68(5) of the ICO, an insurer is held responsibl&doadtions of their appointed
insurance agents in the dealings for the issue of insurance contracts and related insurance business. Article
34 of the CoCl prohibits insurers from seeking to exclude or limit their liability for the actions of their
appoined insurance agents acting in the course of their agénhcy.

Ireland

235 Where authorised agents are regulated in their own right, we would consider that the requirement
for financial services provider to be respoteibnd accountable for their actions as a medium priority,
particularly as the agent will be subject to certain requirements itself, by virtue of its regulated status.

236 The regulator recognises the very importani¢ of the financial services provider (when acting

as a product producer) in ensuring that intermediaries who sell a product on its behalf, fully understand the
product and the target market and have included requirements (provisie®.53p2to thiseffect in our

2012 Code.

237. However, should a financial service provider outsource regulated activities to an agent that is an
unregulated entity, it is important that the provider is accountable and responsitiie fctions of the

agent. The 2012 Code includes a requirement for regulated entities to ensure that any outsourced activity
complies with the requirements of the 2012 Code (provision 2.10)

238 In the Consumer Prettion Code 2012 Guidelines, the Central Bank outlines that product
characteristics, for example, ability to release funds, requirement for avfiringestment and/or regular
contributions, and the risk profile of the product will enable product prosldoadentify a target market

of consumer, for example, those with a need for access to funds, an ability to fundadf dmeoestment

and/or regular contributions and a particular appetite for risk. The guidelines highlight that this does not
negate theequirement for an intermediary to then carry out a full suitability assessment to decide whether
the product matches a particular consumer 6s needs

Israel

239 Israeli banking corporations do not usewces of authorized agents. The exceptions are external
lawyers in debt collection system, and marketing staff in the area of credit cards marketing through stores.

240 As to the aforementioned external lawyels® bank is generally responsible for the lawyers'
conduct, and this issue is being enforced by handling specific complaints of the public. The banking
corporations are responsible for the conduct of external sales staff.

241 As to the revolving credit cards area, the Public Enquiries Unit at the Banking Supervision
Department in the Bank of Israel treated some aspects of this issue in the course of its activity, in the field
of correction of systemic irregularities.

242 Relevant regulations include the following:

210

Paagraph 12.4 of the Code of Conduct: http://en
rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 1868 VERJO0.pdf

http://www.hkfi.org.hk/en_tips_customer conduct.htm
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1 Israel Agency Lavi 1965

1 Letter of Banking Supervision regarding Debt Collection by External Lawyers
Italy
Banking sector

243 Authorized agents have to be entered into a register after showing that they possess adequate
knowledge requirements and good repute.

244, Financial services providers are responsible for the actions of authorizds. &gearthis purpose
they are required by the law to perform controls on the activity of their authorized agents; if they fail to
perform such controls properly the supervisor may take enforcement actions and fine them.

245 A further incentive for financial services providers to control their authorized agents is civil
liability vis-a-vis consumers for any infringement committed by the authorized agent.

Investment and asset management sector

246. Authorized agents have to be entered into a register after showing that they possess adequate
knowledge requirements and good repute.

2417. Pursuant to article 31, paragraph 3 of Italian Consolidada@don Finance, the authorised person
conferring the appointment shall be jointly and severally liable for losses caused to third parties by a
financial salesman, including cases where such losses are the consequence of a criminal offence resulting
in corwviction.

248 Article 82 of Consob Regulation n. 16190/2007 states that, fortdatwor selling and distance
marketing and placement of third party investment services, the intermediaries concerned must make
arrangenents in a manner that observes the rules of conduct applicable to the service marketed.

249 For doorto-door selling and distance marketing and placement of third party investment services,
the intermediary is lidk for the completeness and accuracy of information transmitted to the person
providing the service. An intermediary providing such service is liable for such provision on the basis of
the information transmitted.

Japan

250 When financial services providers in Japan outsource their businesses to intermediaries, it is
important for them to give guidance on the development of a control environment for customer
management that enables the intermediaries to predailgeitify the attributes of customers and the actual

state of transactions from the viewpoint of ensuring appropriate investment solicitation suited to the
attributes. It is also important for financial services providers to identify the actual stateesfimiant
solicitation by intermediaries and urge them to ensure thorough legal compliance. In examining a financial
services providerds control environment for prev
shall pay attention to the followirfpints:

251 Precise identification of customer attributes and thorough management of customer information

1 Whether the financial services provider shares information regarding the attributes and
investment experiencesf cust omers with the intermediary
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252

253

T

consent, and whether it gives the intermediary guidance on how to identify customer attributes as
necessary.

Whether the financial services provider has prescribed specific procéoiuties intermediary to

solicit customers in an appropriate manner suited to the attributes of the customers, has
communicated the procedures to the intermediary service provider, and strives to ensure
compliance therewith.

Whether the division in chargef customer due diligence strives to keep track of the financial
services provider so status concerning t he
management of customer information, and also establish a control environment that ensures the
effectiveness of customer information management by examining, as necessary, whether
customer solicitation is conducted in an appropriate manner in light of the attributes of the
relevant customers, and by requesting revisions of the method of customer information
management, for example.

I dentification of t he actual state of finar
solicitation for investment and efforts to ensure appropriate solicitation

Whether the manageif the division in charge of customer due diligence, for example, strives to
identify and keep track of the actual state
directly holding interviews with customers and taking appropriate measures wWiessarg.

Whether the division in charge of customer due diligence has prescribed a specific method for
identifying and keeping track of the actual
and has communicated the method to them, and isngttiv establish a control environment that
ensures the effectiveness of the method by identifying and examining the implementation, and by
reviewing and revising the method when necessary.

Whether the division in charge of customer due diligence checletheih the entrusted
intermediary provides appropriate explanations, and requests improvement and takes other
measures when necessary.

Efforts to foster and maintain a sense of compliance among financial instsumemmediary

service providers

1  Whether the financial services provider provides case study training, external training and other
types of training with a view to enhancing t
1 Whether the division in chargd customer due diligence strives to enhance the effectiveness of
training by, for example, identifying and examining the contents of training programs and the
implementation thereof, and reviewing and revising the contents when necessary.
Luxembourg
254 Relevant regulations include the following:
1 Law of 5 April 1993 on the financial sector
1 GrandDucal Regulation of 13 July 2007
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Netherlands

255 The Netherlands does not have aeyal rule that imposes a general responsibility on financial
service providers for the actions of their authorized agents. Such responsibility only applies in certain
limited cases when the agent operates under the license of the financial service.gvtmstagents in the
Netherlands, such as insurance intermediaries or mortgage intermediaries, are subject to license obligations
themselves and have their own responsibility in meeting the requirements regarding professional
competence and duties of care

South Africa

Collective investment schemes

256. GN 910 of 2010 permits the use of agents but the manager is responsible and must ensure that the
agents have the necessary skill and experience.

257. Notice 778 dealing with thirdparty named portfolios clearlgtates that the manager is
responsible for the actions of the third paiy amendment to CISCA will ensure that it is clear that the
manager remaingsponsible for the actions of its agents.
Capital markets
258 Code of conduct for authorised users (Notice 20 of 2005)
1 Section 12 Waiver of rights
259 JSE Equities Rules
1 Rule 4.70i Internal control and risk management
1 Rule 8.180 Client statements
260, Strate Rules
9 Section 8.2.1 Internal control and risk management

Pension sector

261 Financial services providers or authorised agents are regulated and supervised by the Registrar of
Financial Advisors and Intermediary Services.

Financial advisory & intermediary services

262 Section 13 of the FAI8ct Part 8 of the Determination of Fit and Proper Requirements
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6. CONFLICTS OF INTEREST

COUNTRY EXAM PLES

Australia

263 The potential for conflicts of interest are directly addressed by the implementatiopaaf @n
conflicted remuneration structures under the Future of Financial Advice (FOFA). These reforms
notwithstanding, the broader regime for financial services providers seeks to ensure that retail clients have
access to adequate dispute resolution presessd that licensees are able to meet valid claims for losses
or damage suffered through breaches of the obligations in the Corporations Act 2001 (the Act) by retalil
clients.

Canada

Banking sector

264, Under theBark Act the board of directors of a bank are required establish procedures to resolve
conflicts of interest, including techniques for the identification of potential conflict situations and for
restricting the use of confidential informatith.

Securities sgtor

265 NI 31-103 (section 13.4) provides requirements in order to identify and respond to conflicts of
interest'®. As stated in th€ompanion Policy to NI 3103 registered firms should consider whether

any particular benefits, compensation or remuneration practices are inconsistent with their obligations to
clients, especially if the firm relies heavily on commissi@sed remuneration. For example, if there is a
complex product that carries a high commission, the firm may decide that it is not appropriate to offer that
product.

France

Banking and insurance sector

266. French regulation describes different ways finans@alices providers should communicate that
conflicts of interest exist to consumers:

Awhen entering into a relationshipo (i.e. R 5
i Before the conclusion of t-hREendhinsusanceoden sur anc

i Before signing a#dy¥renchonsdraneecaded ( Articl e L520

=A = =4 =

or Abefore entering inMonaengryrandac¢i namo( i
R5201 Insurance code)

212 hitp://lawslois.justice.gc.ca/eng/acts/R01/pages6.htmlith 32

213 http://www.lautorite.gc.calfiles//pdf/reglementation/valemsbilieres/31103/201202-28/2012fev2831-103
vofficielle-en.pdf

214 http://www.lautorite.qc.ca/files//pdf/reglementation/valemsbilieres/31103/201209-28/2012sept281-103
ig-vadminren.pdf
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http://laws-lois.justice.gc.ca/eng/acts/B-1.01/page-66.html#h-32
http://www.lautorite.qc.ca/files/pdf/reglementation/valeurs-mobilieres/31-103/2012-02-28/2012fev28-31-103-vofficielle-en.pdf
http://www.lautorite.qc.ca/files/pdf/reglementation/valeurs-mobilieres/31-103/2012-02-28/2012fev28-31-103-vofficielle-en.pdf
http://www.lautorite.qc.ca/files/pdf/reglementation/valeurs-mobilieres/31-103/2012-09-28/2012sept28-31-103-ig-vadmin-en.pdf
http://www.lautorite.qc.ca/files/pdf/reglementation/valeurs-mobilieres/31-103/2012-09-28/2012sept28-31-103-ig-vadmin-en.pdf

T or fat the cust o4heR 5118 esuarecs ¢camd,L 19 4 2 Monetaby 216d
Financial Code)

267. If conflicts are not possible to be avoided, transparency about existing conflicts of interest has to
be made by the intermediaries on:

1 Existing contractual relationshifi.520-1 insurance code,. 5194-2 Monetary and Financial
Code ACMFO)

1 remunerdbn, (R5201 R5113 Insurancecode, R518B0CMF)
1 voting rights (R52€L insurance code
1 activity level (R51920 CMF)

Securities sector

268 The Monetary and Financial Code (Article L. 5B3) sets the requirementpmicable to
investment services providers for dealing with conflicts of intefidstse articles impose an obligation for

| SPs to take measures in order to prevent confl i
where those measuregar not sufficient to ensure the avoidanc
them with clear information (L.5330 3.).

269 Furthermore, the RG AMF (Art. 31B8 to 31324) requires the investment servigasviders to
have a process in place regarding conflicts of interest within the entity. The RG AMF specifies that:

1 Investment services providers must identify, with reference to their individual situation and
activities, the circumstances which could cdog or give rise to a conflict of interest entailing a
material risk of damage to the interests of one or more clients when providing an investment
service or an ancillary service or madldgement
of the AMF General Regulation).

91 In order to help investment services providers to identify potential and actual conflicts of interest,
the RG AMF provides a list of situations which may lead to conflicts of interest (For examples,
1° The investment services progidor that person is likely to make a financial gain or avoid a
financial loss, at the expense of the client; 2° The investment services provider or that person has
an interest in the outcome of a service provided to a client or of a transaction catrisd ou
behalf of the c¢client, which is distinct from

1 They must establish, implement and maintain an effective conflicts of interest policy set out in
writing and appropriate to the size and organisation of the firmthadnature, scale and
complexity of its business (Articles 32® to 31322 of the of the AMF General Regulation).
Besides, they must inform their clients about their conflicts of interest policy.

1 Specific obligations are imposed regarding investment refs€Articles 31325 to 31328 of the
AMF General Regulation). In particular, regulated entities including its personnel should not
accept inducement in any shape or form from the people/entities which are part of the investment
recommendation.

270 A special policy is also required regarding inducements (Articles/81t4 31485-1 of the AMF
General Regulation). IAinvestment services providers are allowed to earn or provide from a person
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inducements linked to thenwestment or ancillary services they provide only if these payments or non
monetary benefits belong to one of the following categories:

1 inducement paid or provided to or by the client or a person on behalf of the client; (this provision
ensures that themauneration that is paid by the client for the services is legitimate).

1 inducement paid or provided to or by a third party that meet three conditions: The client must be
clearly informed, prior to the provision of the service by the investment servicedgm\about
the existence, the nature and the amount of the inducement, or, at least, how it has been
calculated. The inducement must not impair compliance with the firm's duty to act in the best
interests of the client. The inducement must be designetsihiance the quality of the service
provided to the client.

1 proper fees which enable or are necessary for the provision of investment services.
Germany

271 Investment services enterprises are required to avoid csndif interest wherever possible and,

prior to the execution of transactions for clients, clearly inform those clients of the general nature and the
source of the conflicts of interest if the organisational arrangements pursuant to section 33 (1) 8entence

no. 3 Securities Trading Act prove insufficient

being prejudiced (section 31 paragraph 1, no. 2 German Securities Trading Act).

272 Circular 4/2010 (VWA - Minimum Requirements for the Compliance Function and Additional
Requirements Governing Rules of Conduct, Organisation and Transparency pursuant to sections 31 et seq.
of the Securities Trading Act for Investment Services) defines the responsibilities/df the compliace

function. According toCircular (BT 1.2 paragraph 4he compliance functionsnsure that conflicts of

interest are preventexhdbr that unavoidable conflicts of interest are sufficiently taken into account. This
applies in partialar to the protection of client interests.

273 Section 27 Investment Code: The management company should take all reasonable steps to
identify conflicts of interest. The management company should maintain andteopsffactive
organisational and administrative arrangements with a view to taking all reasonable steps designed to
identify, prevent, manage and monitor conflicts of interest in order to prevent them from adversely
affecting the interests of AIFs and thigivestors™™

274, Section 11 of the Ordinance on Insurance Mediation (VersicherungsvermittiungsVO) poses
explicit information requirements on intermediaries when they get into contact to customers.

275 This is also true for section 16 of the proposal for a revised Insurance Mediation Directive (so
called IMD II). Moreover section 17 specifically refers to conflicts of interest and transparency. After the
adopton of the proposal all Member States have to transpose these rules into national law.

25 gee also section 30 to 37 Regulation (EU) No. 231/2013.
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Hong Kong

276. Where a bank and / or its sales staff has a material interest in a transaction with or for a customer
or a relationship which gives rise to an actual or potential conflicts of interest in relation to a transaction,
sales staff should not advise, nor dealélation to the transaction unless certain steps are t&ken

2717. Specific policies and procedures should be established to minimize the potential for the existence
of conflicts of interest between the intermedisiie their staff and clients’

278 Prior to or at the point of sale of securities, sales staff are required to disclose information such as
affiliation of the securities company or bank conducting securities bssimés the product issuer; and
monetary and nemonetary benefits receivable for distributing an investment prétfuct.

279 Intermediaries must not take commission rebates or other benefits to be received by tieam or th
related companies as the primary basis for recommending particular investment products to clients. Where
intermediaries only recommend investment products which are issued by their related companies, they
should disclose this limited availability ofqatucts to each cliert™®

tenti al or actual conf l i c

280 Further, to avoid p
S assessment byhonsalesstaffst o mer

0
the HKMA requires bankséd
281 Representations made and information provided to customers should be accurate and not
misleading®®

282 The Questions and Answers on Suitabiliyentions that intermediaries should provide each
customer with recommended investment productsé pr
relevant to the investments.

283 In terms of risk disclosuresedain sample risk disclosure statements are provided in the Code of
Conduct Schedule 1. The substance of such statements is considered as the minimum required and
intermediaries may elect to provide additional risk disclosure information as approjBé&gieles, banks

may develop sales scripts to facilitate more standardised disclosure of key features and risks of investment
products to customer&?

218 (Paragraph 10.1 of the Code of Condittp://en
rules.sfchk/net_file_store/new_rulebooks/h/k/HKSFC3527 1868 VER2).pdf

217(Paragraph 4 of Part VII of the fAiManagement, Super vi

by or Regi st emhtpdenwi th the SFCO:
rules.sfc.hk/net_file store/new_rulebooks/h/k/HKSFC3527 162 VERJO0.pdf

218 paragraphs 8.3 dr8.3A of the Code of Conduchittp://en
rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 1868 VERJ0.pdf

219 jtem 4 of the FAQ on Suitabilitittp://www.hkma.gov.hk/eng/keynformation/quidelinesand

circulars/circulars/2007/200705M0shtml

paragraph 2.1 of the Code of Conduidtp://ert
rules.sfc.hk/net_file store/new_rulebooks/h/k/HKSFC3527 1868 VER20.pdf

http://www.sfc.hk/web/EN/fags/intermediaries/supervision/suitabdiligationsof-investment
advisers.html#1

222 http:/lenrules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 1868 VER20.pdf

220

221
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http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_1868_VER20.pdf
http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_1868_VER20.pdf
http://www.hkma.gov.hk/eng/key-information/guidelines-and-circulars/circulars/2007/20070510-1.shtml
http://www.hkma.gov.hk/eng/key-information/guidelines-and-circulars/circulars/2007/20070510-1.shtml
http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_1868_VER20.pdf
http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_1868_VER20.pdf
http://www.sfc.hk/web/EN/faqs/intermediaries/supervision/suitability-obligations-of-investment-advisers.html#1
http://www.sfc.hk/web/EN/faqs/intermediaries/supervision/suitability-obligations-of-investment-advisers.html#1
http://en-rules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527_1868_VER20.pdf

284 In relation to distribution of structured investment prodwaetd investment funds, banks should
distribute to customers a Product Key Facts Statement / Important Facts Statement which provides concise
product summaries written in plain language to help customers understand the key features and risks of the
products. Templates were developed by regulators to facilitate more standardised disclosure across the
intermediaries®®

285 Further, term sheets may be used by banks for investment products to summarise key terms and
condiions.

286. Sales staff should not advise, nor deal in relation to a transaction in which there is an actual or
potential conflicts of interest unless it has disclosed that material interests or conflicts to theicastbm
has taken all reasonable steps to ensure fair treatment of that cuSfomer.

287. Proper procedures should be established to ensure that if a bank or its staff have an interest in a
direct / cross transaction \wita customer, this fact should be disclosed to the customer prior to the
execution of the relevant transaction. Suggested related controls can be found in paragraph 6 of the
Appendi x to the AManagement, Super vanslicensed lyrod | n't
Regi stered A&ith the SFCO

288 Section V of GN10O AGuidance Note on the Corpo
by the IA requires the Board of Directors of an insur&to

9 set out cledy policies regarding conflict of interest, fair treatment of clients and information
sharing with shareholders (para. 9(i)); and

9 devise clear policies on private transactions,-de#fling, preferential treatment of internal and
external entities, another inordinate trade practicesofafoom més | engt h natur e

289 Article 40 of the CoCl sets out the requirement on insurers of avoiding conflicts of interest.
Insurers should take reasonable stepsrisure that their employees and insurance agents are aware of the
circumstances in which potential conflicts of interest may arise and that such conflicts are avoided.

Ireland

290 The 2012 Code contains a number&juirements in relation to the management of conflicts of
interest and their disclosure to the consumer. For example, regulated entities must have, and operate in
accordance with a written conflicts of interest policy. In addition, where conflicts eresitarise and

cannot be reasonably avoided, a regulated entity must disclose the nature of the conflict to the consumer
and may only proceed where the consumer has indicated that he or she is aware of the conflict and wishes
to proceed. Where this isdltase, the entity must ensure that the conflict does not result in damage to the
interests of the consumer.

23 KFS templates: http://www.sfc.hk/web/EN/regulatorfunctions/products/productuthorization/productkey-

factsstatements.html and IFS templates: see Annexes 1 ahtp2/www.hkma.gov.hk/media/eng/doc/key
information/quidelinesandcircular/2011/20110418e1.pdf

224 paragraph 10.1 of the Code of Condinttp:/en
rules.sfc.hk/net_file store/new_rulebooks/h/k/HKSFC3527 1868 VER20.pdf

225 http:/lenrules.sfc.hk/net_file_store/new_rulebooks/h/k/HKSFC3527 162 VER10.pdf
226

http://www.oci.gov.hk/download/gn1éng.pdf
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Israel

291 Banks are expected to disclose this issue according to the circumstances of the customer and the
product.

292 Customer who has an issue in this area can complain to the Public Enquiries Unit at the Banking
Supervigon Department in the Bank of Israel.

According to Section 5.9 of the Letter of Supervisor of Banks Remuneration Policy, the methodology,
principles and objectives of incentive pay should be transparent to the various stakeholders at the bank.

Italy
Investment and asset management services

293 Pursuant to articles 23 and following of Bank of Italy and Consob Regulation of October 29,
2007, intermediaries must take all reasonable steps to identify conflicts of interest that may arise with the
clients or between clients when providing any invesitmgervice or business or accessory service or
combination of such services.

294 Intermediaries must also manage conflicts of interest by taking suitable organisational steps and
by ensuring that the assignment ofcor more function to relevant parties involved in activities involving
conflict of interest does not prevent them from acting independently, thereby preventing such conflicts
from having a negative effect on the interests of customers.

295 In order to identify conflicts of interest that may arise in the provision of services and that may
damage the interests of a customer, intermediaries must consider, as minimum criteria, if they, a relevant
party or a party witta direct or indirect control link with them:

1 may realise a financial gain or avoid a financial loss, to the detriment of the customer;

1 may have an interest in the result of the service provided to the customer, which differs from that
of the customer;

1 may have an incentive to privilege the interests of customers other than the customer to whom the
service is provided;

9 carry out the same business as the customer; and

1 receive or may receive from any person other than the customer, in relation to tlee servi
provided to it, an incentive in the form of money, goods or services, other than commission or
fees normally received for said service

296. Intermediaries shall provide in writing, apply and maintain an effectordlicts of interest
management policy in line with the principle of proportionality. This policy shall also consider the
circumstances of which the intermediaries are or should be aware, connected with the structure and
business of the parties belongigts group.
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The conflicts of interest management policy must:

1 enable the identification, in relation to investment services and business and accessory services
provided, the circumstances that generate or may generate a conflicts of interest abladly serio
damage the interests of one or more customers;

1 define the procedures to be followed and steps to be taken to manage such conflicts. (art. 25,
para. 1 and 2 of Consob and BI regulation of October 29, 2007)

Investment and asset management sector

297. Pursuant to articles 23 and following of Bank of Italy and Consob Regulation of October 29,
2007, intermediaries must take all reasonable steps to identify conflicts of interest that may arise with the
clients or beween clients when providing any investment service or business or accessory service or
combination of such services.

298 Intermediaries must also manage conflicts of interest by taking suitable organisational steps and
by ensuring that the assignment of one or more function to relevant parties involved in activities involving
conflict of interest does not prevent them frootireg independently, thereby preventing such conflicts
from having a negative effect on the interests of customers.

299 In order to identify conflicts of interest that may arise in the provision of services anddhpat
damage the interests of a customer, intermediaries must consider, as minimum criteria, if they, a relevant
party or a party with a direct or indirect control link with them:

1 mayrealisea financial gain or avoid a financial loss, to the detrimeth@icustomer;

1 may have an interest in the result of the service provided to the customer, which differs from that
of the customer;

1 may have an incentive to privilege the interests of customers other than the customer to whom the
service is provided,;

9 cary out the same business as the customer; and

1 receive or may receive from any person other than the customer, in rdfatibe service
provided to it, an incentive in the form of money, goods or services, other than commission or
fees normally receivedf said service

300 Intermediaries shall provide in writing, apply and maintain an effective conflicts of interest
management policy in line with the principle of proportionality. This policy shall also consider the
circumstances of which the intermediaries are or should be aware, connected with the structure and
business of the parties belonging to its group.

301 The conflicts of interest management policy must:
1 enable the iddification, in relation to investment services and business and accessory services

provided, the circumstances that generate or may generate a conflicts of interest able to seriously
damage the interests of one or more customers;
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1 define the procedures te followed and steps to be taken to manage such conflicts. (art. 25,
para. 1 and 2 of Consob and BI regulation of October 29, 2007)

Japan

302 To ensure that a conflict o f interests, dimargcisltserviees| | n
providers in Japan shall control transactions that could cause a conflict of interest, taking into consideration
the contents, characteristics, and scales, etc. of the financial services providers.

303 In this regard, it is important to develop appropriate systems for the management of conflict of
interest and pay attention to the following points:

1 Whether the financial services provider, etc. has identified and categorized transattiahs w
risk of conflict of interest in advance

1 In cases where the financial services provider conducts management by notifying the customer of
the risk of conflict of interest, whether the customer is provided with appropriate explanation,
consideringthe ust omer 6s attri butes, so that the cust
possible conflict of interest and the reasons for choosing the management method (including

reasons for not choosing other methods), before the customer concludes at dontthe

transaction.
Luxembourg
304 Relevant regulations include the following

Law of 5 April 1993 on the financial sector
GrandDucal Regulation of 13 July 2007

Law of 17 December 2010 relating to undertakifuysollective investment

= = =4 =4

CSSF Circular 07/ 307 ficoncerning MIFI D: Busin
Netherlands

305 Conflict of interest rules apply to all financial service providers. More spetyfiea of January

1, 2009 the Netherlands has applied the (more strict) MiFID rules on inducements to all financial services.
Therefore all financial service providers were only allowed to receive third party inducements if this had
been disclosed beforet@to the client and enhanced the service.

306. The Netherlands have experienced that disclosure alone did not remove the conflicts of interest
and even had a counterproductive effect.

307. Therefore, since January 1, 2013 the Netherlands have implemented a ban of inducements for
non-MiFID financial service providers. The intention of this ban is to remove excessive sales intentions
that may be generated by commissions provigethird parties, such as financial product manufacturers.

308 The ban is crossectoral, which implies that a similar regime applies to financial service
providers operating in different sectors (insurance, baréard investment).
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309 The AFM is in the middle of the implementation of the regulation and is aware of the fact that
this is a very complex measure. Hence the AFM is closely observing the (side) effects.

310 The Netherlands has also introduced rules on the development of financial products and
instruments per January 1, 2013, encouraged by the fact that many consumers in the Netherlands have been
confronted with financial pmucts that did not meet their expectations because of flaws in financial
products and flaws in the selling process. Transparency and selling rules do not sufficiently address these
problems. The AFM is in favour of a cressctoral approach and of regutaitiand supervision that relates
more to the product development process (including its outcome) rather than requiring (prior) product
approval by regulators.
South Africa
Capital markets
311 JSE Equities Rules

9 Sectim 47 Disclosure to clients

1 Rule 4.700 Internal control and risk management
312 Strate Rules

1 Section 8.2.% Internal control and risk management

9 Section 10 Resolution of disputes

Pension sector

313 It is a legal requirement for any financial service providers and authorised agents to disclose any
conflicts of interest (and where possible provide mitigation mechanisms)

Financial advisory & intermediary serseés
314 Section 3A of the General Code of Conduct (BN 80 of 2003)
UK

315 FCA Principle 7- requires firms to have regard to the information needs of its clients, and
communicate information to them in a way which is clear, fair and not misleading.

316 FCA Principle 8- requires firms to manage conflicts of interest fairly, both between themselves
and their customers and betweestomers.

317. Generally firms are required to identify conflicts of interest and operate effective organisational
and administrative arrangements with a view to taking all reasonable steps to prevent conflietesif int
from constituting or giving rise to a material risk of damage to the interests of its clients.

318 If arrangements made to manage conflicts of interest are not sufficient to ensure, with reasonable
confidene, that risks of damage to the interests of a client will be prevented, the firm must clearly disclose
the general nature and/or sources of conflicts of interest to the client before undertaking business for the
client
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Investments

319 The Retail Distribution Review (RDR) was set up with the aim to improve clarity for people who
are looking to invest, raise the professional standards of advisers and reduce the conflict of interest which
is found in remuneration for aber services.

320 The relevant rules appear in COBS and came into effect on 31 December 2012 and apply to all
advisers in the retail investment market, regardless of the type of firm they work for (banks, product
providers, independent financial advisers, wealth managers, stockbrokers).

321 The rules require that advice and product costs are distinguished and disclosed in a
comprehensible and transparent manner.

Mortgage secto

322 Mortgage intermediaries must disclose their remuneration basis (which can include both fees and
commission) on first contact with a consumer.

323 The prescribed prsaledisclosure document must state the value of any payments made by the
lender to the intermediary (or third parties).

Noninvestment insurance sector
324 Insurance intermediaries are required to disclose:

1 whether a gien insurance undertaking (that is not a pure reinsurer) or its parent undertaking has
a direct or indirect holding representing more than 10% of the voting rights or capital in the firm;
and

1 whether it has a direct or indirect holding representing maa fto% of the voting rights or
capital in a given insurance undertaking (that is not a pure reinsurer).

325 Firms must provide customers with details of the amount of any fees other than premium monies
for an insurance mediation activiy’

326 An insurance intermediary must, on a commercial customer's request, pronspthyselithe
commission that it and any associate receives in connection with a Bblicy.

327. The position for nortcommercial customers is governed by the general law. In relation to
contracts of insurance, the esserof these fiduciary obligations is generally a duty to account to the
agent's principal. But where a customer employs an insurance intermediary by way of business and does
not remunerate him, and where it is usual for the firm to be remunerated by e@yrafssion paid by the

insurer out of premium payable by the customer, then there is no duty to account but if the customer asks
what the firm's remuneration is, it must tell hif®

22l |COBS 4.3.1R (1)
28 |COBS 4.4.1 R (1)
229 |ICOBS 4.4.3G (2)
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328 The application of these e8 to norinvestment insurance intermediaries goes beyond the
requirements of the Markets in Financial Instruments Directive (MiFID).
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7. REMUNERATION
COUNTRY EXAMPLES
Australia

329 There is a ban on conflictecemuneration structures under the Future of Financial Advice
(FOFA) reforms. These reforms notwithstanding, the broader regime for financial services providers
requires that financial services licensees provide retail clients with a Financial Servideswaich
includes information on remuneration attributable to the provisions of services to the client as well as
providing information on any relationships between the licensee and financial product issuers.

Chile

330 A recently approved law that creates an agency for the protection of financial consumer clearly
states the obligation of financial services providers to deliver detailed information to customers regarding
fees and expenses incurred from credit opearatio

331 Another relevant example in this regard is a regulation recently issued by the Superintendence of
Securities and Insurance asking mutual fund managers to provide detailed information about remunerations
charged to investof®

Germany

332 Inducements have to be disclosed to the client according to section 31 d Securities Trading Act
(Wertpapierhandelsgeset¥VpHG).

333 According to the insurance mediation directive (COM 2012/0360) appropriate information about
costs and associated charges shall be provided to the customers Article 24 No. 3c). This Act will be finally
adopted probably mid 2014.

334 The Act on promoting and regulating fbased advice on financial instruments
(HonoraranlageberatungsgesétzFeeBased Investment Advice Act) will enter into force on 1 August

2014 and is intended to introduce statutory protection ®rthd e s i g ntaa s eoch iAfvwest ment
Investment firms providing investment advice may use this designation only if they meet specific
requirements. The main requirement is that remuneration for the advice should only be in the form of
payments fronthe customer and that any payments from third parties which cannot be avoided are to be
passed on the customer.

Hong Kong

335. Banks are required to disclose information in relation to their remuneration syst#rasptdblic

on a timely basis, which includes, but not limited to: (i) the most important design characteristics of the
remuneration system (e.g. criteria used for performance measurement and risk adjustment, the linkage
between pay and performance, dedepolicy and vesting criteria, and the parameters used for allocating
cash versus other forms of remuneration), and (ii) aggregate gquantitative information on remuneration for

20 (www.svs.cl/normativa/cir 2027 2011.pdf
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the senior management and key personnel indicating amount of remuneratioa fioehcial year, split
into fixed and variable remuneration, and number of beneficidties.

336 Where a bank and / or its sales staff has a material interest in a transaction with or for a customer
or a relationstp which gives rise to an actual or potential conflicts of interest in relation to a transaction,
sales staff should not advise, nor deal in relation to the transaction unless certain step§3qzre taken

337. Prior to orat the point of sale of securities, sales staff are required to disclose monetary-and non
monetary benefits receivable for distributing an investment product

338 Intermediaries are required not to take commissaiates or other benefits to be received by
them or their related companies as the primary basis for recommending particular investment products to
clients®**

339 HKCIB requires its members to disclose terms of remuneration to clients under Article 14.8 of
Membership Regulation&®

Ireland

340 The 2012 Code, introduced a number of new requirements in relation to remundsafiosucde,
including a requirement for mortgage intermediaries and firms authorised under the Investment
Intermediaries Act 1995, to disclose the existence, nature and amount of any fee, commission or
remuneration to be received from a product produceelation to that product or service. In addition,
where remuneration is to be received on an ongoing basis in respect of a product or service, the
intermediary must disclose to the consumer, prior to providing the product/service, the nature of #he servic
to be provided in respect of this remuneration

Italy
Investment and asset management sector

341 Article 24 of Bank of Italy and Consob Regulation of October 29, 2007 states that, in order to
identify conflicts ofinterest that may arise in the provision of services and that may damage the interests of
a customer, intermediaries must consider, as minimum criteria if they, a relevant party or a party with a
direct or indirect control link with them may have an ins¢ii@ the result of the service provided to the
customer, which differs from that of the customer.

B (paragraphs 3.2.2 and 3.2.3(i) of -5tQGuidelinél ENVeABosnd Super
Remuneration System:http://www.hkma.gov.hk/media/eng/doc/kéynctions/bankinestability/supervisory
policy-manual/CG5.pdf).

%32 (Paragraph 10.1 of the Code of Conduct:  http://en

rules.sfc.hk/net_file store/new_rulebooks/h/k/HKSFC3527 1868 VERJ0.pdf

(Paragraphs 8.3 and 8.3A of the Code of Conduct: http://en
rules.sfc.hk/net_file store/new_rulebooks/h/k/HKSFC3527 1868 VERJ0.pdf

(Item 4 of the Questions and Answers on Suitabilityp://www.hkma.gov.hk/eng/kenformation/guidelines
and-circulars/circulars/2007/20070540shtm)

233

234

235 hitp://lwww.hkcib.org/hkcib/en/rules/regulations.html
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http://www.hkma.gov.hk/eng/key-information/guidelines-and-circulars/circulars/2007/20070510-1.shtml
http://www.hkcib.org/hkcib/en/rules/regulations.html

Japan

342 In cases where financial services providers in Japan notify consumers of the risk of conflict of
interestfinancial services providers shall provide customers with appropriate explanation, considering the
customero6s attributes, so that the customers <can
interest, before the customer concludes a contoadhe transaction. In addition, fees and remuneration

shall be clearly described in pcentractual documents.
Netherlands

343 The rules requiring financial service providers to have a sound remuneration policy stress that
any conflicts of interest should be adequately managed. The Dutch rules therefore do not allow escape
from this requirement by relying on disclosure to clieffitss is because the client has little countervailing
power against the internal remuneration of the financial service provider. In practice, the client either
accepts this market practice, which is out of his control and of which he does not fully atepteei

impact, or should refrain from doing business with the service provider.

344, The Dutch rules on remuneration stress that risk management is a key starting point for sound
remuneration policies which take tkbent interest into account. Managing the risks of its remuneration
policy is the responsibility of management of the financial service provider. Under the Dutch rules,
financial service providers do need to provide information on their remuneratiay.pdbwever, the
intention of this provision is transparency to customers and regulators rather than an acceptable excuse for
not managing risks.

Switzerland

345 For a company quoted on the stock exchange in Swvétmrireporting on the remuneration
policy and the effective costs is based on the provisions of the Swiss Code of Obligations (Art. 663b bis
OR and Art. 663c, Section 3 OR; "Transparency Law") as well as Paragraph 5 of the Corporate
Governance Directive (FECG) of the SWX Swiss Exchange (SWX3°

UK

Mortgage sector

346. Where an intermediary is selling a mortgage or home finance product and will receive
commission from the product provider this payment must be disdiosetvance to the consuntéf.

Noninvestment insurance sector
347. Non-investment insurance intermediaries are required to identify and manage conflicts of interest
under SYSC 10 in order to prevent them damagingntieeests of customers.

230 http://www.admin.ch/ch/f/rs/220/a663bis.html  (not available in Engliskittp://www.six
exchangeregulation.com/admission_manual/0eDC%s/en/index.html
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1. COMPLAINT HANDLING AND REDRESS MECHANISMS
COUNTRY EXAMPLES
Australia

1 All financial services and creditcensees are required to become a member of an External
Dispute Resolution (EDR) scheme as a condition of their license. Consumers can then take complaints
about the |l icensee to the EDR scheme, prowli ding
dispute resolution processes, and the EDR scheme can make monetary compensation awards against the
licensee.

2. In addition, in 2012, the Government simplified the operation of the hardship variation
procedures maain relation to both credit contracts and consumer leases.

3. Under the new law, if a consumer is unable to meet repayments due to a reasonable cause, they
can apply to their bank or loan provider for a changghedr contract under the hardship provisions. The
financial provider needs to assess the application, and within 21 days is obligated to provide a written reply
stating whether or not they agree to any change. If they do not agree to the change, ttleeyplaingn

writing the reasons and inform consumers that they can complain to the external dispute resolution scheme.

4, Internal dispute resolution is an important and necessary first step in a complaints handling
process, as it gives the financial service provider the opportunity to hear client concerns and expressions of
dissatisfaction. It enables a provider to address client concerns efficiently and effectively, and can lead to
improved business systems, produgnd services.

5. In most cases, the credit provider or broker has up to 45 days to respond to a complaint, however
the timeframe may be shorter for certain types of credit disputes (such as those relatingttoatefas,
hardship applications or a request for postponement of enforcement proceedings).

6. For consumer credit concerns, the Financial Ombudsman Service (FOS) and the Credit
Ombudsman Service Limited provide EDR.

7. An EDR scheme is a free, independent dispute resolution service that can help consumers who
have a complaint or dispute with one of its members (for example, a credit provider or broker).

8. EDR schemes are independent of the industry or industries that provide its funding and constitute
its membership. As schemes are independently constituted, they are required to apply their own Terms of
Reference and determine their jurcitbn over complaints.

9. As an example of the type of activity undertaken by an EDR scheme, the FOS has had to deal
with cases where retail consumers have been induced to invest in financial instruments whicl they t
understand and where the advice has been inappropriate for their needs.

Canada

Banking sector

10. Banks in Canada are required to be members of an external complaints body whose purpose is
dealing with complant s made by customers that canot be re
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Complaints (Banks, Authorized Foreign Banks and External Complaints Bodies) Regufdtises
standards that external compl ai ntisputds@reé resolved ma s t m
timely, impartial and transparent manner. The proposed Regulations specify that external complaints
bodies offer their services at no cost to consumers, and resolve disputes within 129 days.

11 The Regulations formalize existing expectations that banks and authorized foreign banks notify
customers of the name and contact information of their external complaints body. External complaints
bodies will also be expected to assist Canadians wha party to a complaint by helping them navigate

the complainthandling process.

12, The Regulations also require that external complaints bodies, as well as banks and authorized
foreign banks, publicly report infmation about the complaints they receive and investigate on an annual
basis.

13. A company or nefor-profit corporation wishing to serve as an external complaints body will be
required to submit an application tbet Commissioner of the Financial Consumer Agency of Canada
(FCAC) demonstrating that it meets the high standards in the Regulations. Once it is independently
assessed, the Commissioner of the FCAC will refer the application to the Minister of Finangeyitiicn
recommendation.

Securities sector

14. The Canadian Securities Administratorsé (CSA)
and effective mechanism to address investor complaints, including requirements for dispute resolution and
mediation services.

15. I nvest mentrdgal atebysetgani zati on (SRO) (I 1 RC
(MFDA) have their own requirements.

Insurance sector

16. In the province of Quebec, financial services providers (JF8Rs, insurers and intermediaries)

must have a complaint handling policy to provide equitable resolution of the complaints brought to their
attentio*®. On its website, the Autorité des marches financiers (AMF) explains what exactly is to be
considered @omplaint and provides a model of a complaints examination and dispute resolution policy at
http://www.lautorite.gc.ca/en/definitiecomplaint.ntml The Act respecting the Autorité desarchés
financiers"edi cts that one of the missions of the AMF
giving consumers access to dispute sol uti on serviceso. The AMF prc
request.

28 http://lawslois.justice.gc.ca/eng/regulations/S@R1348/Full Text.html

29 http://www.gazette.gc.calpr/pl/2012/201D7-14/html/reg2eng.html

240 gection 285.29 to 285.36 of An Act Respecting Insurance
http://www2.publicationsduquebec.gouv.gc.ca/dynamicSearch/telecharge.php?type=2&file=/A_32/A32_A.html

Section 103 to 103.4 ofAn Act Respecting the Distribution of Financial Producsd Services
http://www?2.publicationsduquebec.gouv.gc.ca/dynamicSearch/telecharge.php?type=2&file=/D_9 2/D9 2 A.ht
ml;

241

http://www2.publicationsduguebec.gouv.gc.ca/dynamicSearch/telecharge.php?type=2&file=%2F%2FA 33 2%
2FA33_2_A.htm
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Chile

17. Chile has recently approved a law (Law 20.555) which created an agency for the protection of

financ i a l consumer s, call ed ifSERNAC Financieroo. Or

receives it can undertake lawsuits against finanseices poviders in the Courts of Justice and mediate
the complaints it receives.

18. Consumers can request the intervention of a

SERNACO. In the context of a dispute, i f the prov

mediator or arbiter, depending on the amount in confifoin a list published by the SERNAC. The
consumer also has the possibility of appealing to arbitration in the judicial system.

19. The Superintendence of Pensions receives complaints from affiliates to the pesteom ayd

the unemployment insurance that have been previously interposed to the corresponding pension fund
administrator. In this case, the Superintendence requires a response from the administrator in the form and
time frame established by the regulation.

20. Similarly, the Superintendence of Securities and Insurance has an area specially dedicated to the
protection of investors and policyholders that receives and processes complaints in order to make sure that
rulesand regulations are met. Additionally, insurance contracts usually provide an arbitrage clause for the
resolution of disputes between the insurance company and the policyholder. Within the framework of self
regulation, there is an ombudsman who resolesslicts, with a binding nature, related to amounts under

UF 250 and UF 500 for life / wealth insurance and other insurance, respectively.

21 Finally, the Superintendence of Banks has a division dedicated to aBeistance and that
receives complaints regarding entities under its supervision. Complementarily, the Association of Banks
has an office that resolves complaints related t
charge for clients.

CzechRepublic

22, Relevant regulations include the following:
M1 Act No. 21/1992 Coll., on banks
1 Act No. 277/2009 Coll., on insurance industry
1 Act No. 427/2011 Coll., on the complementary pension saving
1 Act. No. 284/2009Coll., on payment services
1 Act No. 256/2004 Coll., on undertaking on the capital market
1 Act No. 189/2004 Caoll., on collective investing
1 Act No. 229/2002 Coll., on the financial arbitrator
1 Act No. 145/2010 Coll., on consumer credit
1 Code of conduct of the edit institutions
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1 Code of conduct of the insurance companies
France
Banking sector

23. According to article L. 318 of the Monetary and Financial Code, all credit or payment services
institutions must designate o more ombudsman(men) responsible for recommending solutions to
disputes with noprofessional natural persons relating to the services provided. Mediators are chosen for
their competence and impartiality. This mediation is free of charges.

24 The annual activity report prepared by each mediator is sent to the Governor of the Bank of
France (L315l Monetary and Financial Code).

25. The decisions from mediation process are-bioding neither on financial services providers nor

on the consumers. The mediation s suspends the prescription of the judicial action to Court in accordance
with the requirementsfarticle 2238 of the Civil 6de and, should parties be unable to setdedibpute

through mediation, they may take a court action.

26. Pursuant to articles L31#2 andL. 31413 of t he French Monetary an
the deposit account contract must contain information on @ntplhandling and redress mechanisms.
According to article R. 315 of the Consumer Code, consumer credit contracts should as well include a
clear and comprehensible section containing information on complaints handling and redress mechanisms.

27. ACP the French supervisor request annual data from financial services provider on complains
handling procedure, types and volume of complains and use this information to organize its program of
control(Instruction n° 2012-07)

Insurance sector

28. Pursuant to article L.122 of the French Insurance Code the documents given to prospective
consumers should describe the consumer complaints handling proceduresjrapth where applicable,
provide details of any specifically designated complaints handling bodies, without prejudice to any legal
action tke consumer may wish to takéccording to articles L52Q R 520-1and R 52 of the French
Insurance code, pricof the conclusion of any contract , the intermediaries must provide consumers with
clear and precise information relating to complaiasdiing and redress mechanisPAEP the French
supetrvisor request annual data from Insurers on complains procedeseatygh volume of complains and

use this information to organize its program of con(irdtruction n° 2012-07).

29. The work done in 2022012 by the regulators ACP and AMF is intended to provide customers
with assirance that:

1 they will receive clear and transparent information about complaint handling procedures and as
well as easy access to the complaint handling system,

9 their complaints will be dealt with in an effective, fair and standardised manner,

9 financial institutions will take corrective measures to address problems highlighted through
complaints handling.

30. In terms of information and access to the complaint handling syshtemaim of the French
regulation is to esure that financial customers are told in clear and understandable language about:
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1 the procedures for submitting complaints at each level of the system, including contact details for
complaints departments and for the ombudsman, where one has been dppointe

T the entitybds commitments in terms of compl ain
31 As part of this, market professionals must:
1 acknowledge receipt of complaints within the promised time,

1 keep customers informed about progresgrimcessing complaints, notably in situations where
complaints cannot be handled within the promised time owing to special circumstances that must
be explained to the customer,

1 in a situation where the professional rejects a complaint or refuses to fullgrtty satisfy a
complaint, it should provide information in the response sent to the customer about the available
appeal options, and in particular provide details for the ombudsman, if one has been appointed.

Germany

32 Pursuant to the Act Establishing the Federal Financial Supervisory Authority
(Finanzdienstleistungsaufsichtsgesét#IinDAG) every client of supervised companies and consumer
protection associations can address written complaints to BaFin (selstadrti?e FinDAG). Additionally
pursuant to article 17 of the German Basic Law (Grundgesetz), every individual has the right of petition.
According to this article, every person shall have the right individually or jointly with others to address
written reqiests or complaints to competent authorities and to the legislature. Complaints about the
companies supervised by BaFin thus constitute petitions.

Hong Kong
33. The HKMA has responsibilities under the Banking Ordo®arto ensure, inter alia, that
aut horized institutions (AAIlI soO) ar dke magneer antl ®d i n

promote proper standards of conduct and sound and prudent business practices among Als. Its functions
also include suppremg illegal, dishonourable or improper practices in relation to the business practices of
banks. The HKMA believes that it is consistent with these functions to require Als to have systems to
ensure that customer complaints are fully and promptly irgegstii and resolved in a satisfactory manner.

For that purpose, the HKMA has issued a guidance note in the form of a module of its Supervisory Policy
Manual (ASPMO) requiring Als to handle their cust

34. The HKMA has established its Enforcement Department to handle complaints against Als and
carry out investigations and other enforcement duties.

35. Module IG4 o f t he HK MAIéssAls SvihMyuidance oni procedures to handle
complaints in connection with the provision of banking or other financial services to personal and small
business customers.

36. In particular, the following paragraplof SPMIG4 set out the guidance |

accessibility to Als for | odging complaints, red
handling procedures:

1 Paragraph 2.3: Accessibility
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1 Paragraph 2.5: Independence and autharityandling complaints
1 Paragraph 5: Cooperation with the HKMA and other complaint handling organisations

37. Als are also expected to comply with the Code of Banking Practice which was issued jointly by
the Hong KongAssociation of Banks and the Deposit Taking Companies Association and endorsed by the
HKMA. Paragraph 13.1: Handling customer complaints of the Code (Handling Consumer Complaints)
sets out the requirements on Als for handling customer complaints:

38. One of the principle functions of the IA is to regulate and supervise the insurance industry for the
protection of the existing and potential policyholders. The IA is responsible for monitoring and ensuring
that the comglints against insurers and insurance intermediaries are properly handled in accordance with
the rules and regulations within the sedfulatory framework established under the Insurance Companies
Ordinance ("ICO").

39. HKMAGs compl aints handling:

1 Any person can lodge a complaint with the HKMA against an Al or any of its directors or staff
members about any wrongdoing or matter leading to his/her dissatisfaction. The banking
complaints handling services providedthg HKMA is free of charge.

1 If a complainant has an enquiry about lodging a complaint against an Al, he/she can call the
dedicated telephone line of the Complaint Processing Centre of the HKMA. The HKMA will
explain its complaint handling process, scopservices and duties and provide the complainant
with guidance and necessary assistance in lodging a complaint.

f I'n the fAConsumer Cor n%¥theépublit carn dse findrlevabgsidamce b s i t
on how to lodge a complaint concerning an Altersitaff member with the HKMA.

1 Referral of complaints from other parties, including other government agencies / departments or
councillors, will also be followed up by the HKMA.

1 On a monthly basis, the HKMA publishes the total numbers of banking consptaiceived,
completed and in progress and analyses those figures by nature of the complaints.

1 The HKMA also reports the abovementioned figures together with a breakdown by the types of
service or product concerned in banking complaints received by the Higividally.

1 The HKMA will inform the complainants who wish to lodge a complaint against a bank to the
HKMA of the option of going to the Financial Dispute Resolution Centre Limited (FDRC) for
cases involving monetary disputes. It will be up to such persaiecide if he/she should refer
his/her case to the FDRC.

40. Al sd complaints handling: The relevant pract
Module 1G4 of the SPM of the HKMA.

41, Financi al Di spute Resolution Centre Limited
The FDRC is a noprofit making organisation which provides individual customers with an independent
and affordable avenue, as an alternative tigalion, for resolving monetary disputes with financial

242 hittp://www.hkma.gov.hk
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institutions. The FDRC administers a financi al d
first, Arbitration nexto. Al | financi aheSFCaret i t ut
members of the FDRS and agree to abide by the rules and procedures in respect of the FDRS.

42. Guidance is provided in the | A0s website on
insurance intermediaries.

43, The public can lodge a complaint by writing to the IA or calling the dedicated 24 hours hotline.
Acknowledgement will be issued to the complainant by the IA within 10 working days upon receipt of the
complaint.

44, In most cases, the IA may refer the complaint to the relevant insureggelatory body for
investigation. The IA will keep in view of developments to ensure that the complaint is handled properly
by that insurer or sellegulatory body.

45, The selfregulatory bodies for insurers and insuranogermediaries are The Hong Kong
Federation of Insurers ("HKFI"), The Insurance Agents Registration Board ("IARB") which is set up by
the HKFI, The Hong Kong Confederation of Insurance Brokers ("HKCIB"), and Professional Insurance
Brokers Association ("PIR").

46. In particular, complaints involving personal insurance claims against insurers with amounts not

exceeding HK$800,000 should be lodged with The Insurance Claims Complaints Bureau ("ICCB"). The

ICCB is a seHregulatory initiative implemented by the insurance industry and serves as an alternate

dispute resolution scheme to offer a free claims complaints service to the insuring public in respect of their
personal insurance contracts.

47. For insuranceelated financial services offered by Als, the complainants can seek to resolve the
matters though the FDRC if the individual claim does not exceed HK$500,000. However, such claim must
not be the subject of a complaintlodged t h t he | CCB which is currently
Please refer to Part B of the FDRC Guidelines on Intake Criteria of Cases for more details.

Hungary

48, It is necessary for financial service provisleto provide comprehensible, professional and
meaningful information when providing information about the complaints handling process. In addition,
financial service providers should allow sufficient time for the client to study the complaints hanting. T
regulations require that:

1 service providers shall not be authorized to charge the costs of investigating complaints to the
consumers, and

1 service provider shall communicate its position relating to the written complaimith
explanation to the cliet within thirty days of receipt of the complaint.

India
49, SCORES in India (SEBI Complaints Redress System) is a web based centralized grievance

redress system of SE¥ienabling investors to lodge and follow upittomplaints and track the status of
complaints online. All activities starting from the lodging of a complaint until its closure by SEBI would

23 http://scores.gov.in
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be processed online and the status of every complaint can be viewed on the website at any time. In
addition, an investor who is not familiar with SCORES or does not have access to SCORES can lodge
complaints in physical form at any of the offices of SEBI. Such complaints are scanned and then uploaded
in SCORES for processing.

50. SCORES enables the market intermediaries and listed companies to receive the complaints online
from investors and to report decisions online.

Ireland

51 Requirements regarding complaints handling art
Protection Code 2012. A statutory code of conduct which regulated financial services providers must
comply with. If a consumer contacts the Central Bank of Irelanth a complaint against a financial

service provider, the consumer is advised that the complaint should first be addressed to the firm. They will
also be directed to the Financial Services Ombudsman (FSO) for further information on how to make a
complairt.

52. The Code of Conduct goes on to state that:

AA regul ated entity must seek to resolve any
receives an oral complaint, it must offer the consumer the opportortigve this handled in
accordance with the regul ated entityds compl a
a written procedure for the proper handling of complaints. In addition, a regulated entity must
maintain up to date and comprehensigeords for each complaint received from a consuiner.

53. Provision 4.13 of the 2012 Code provides that a summary of the complaints procedure must be
set out in the Terms of Business document. Provision 4.12 séipulzdt the Terms of Business must be
provided to each consumer prior to providing the first service. Provision 4.1 of the 2012 Code stipulates
the use of plain English and clear presentation in all information provided to consumers.

54. The 2012 Code defines a vulnerable consumer to mean a natural person who:

1 has the capacity to make his or her own decisions but who, because of individual circumstances,
may require assistance to do so (for example, hearing impairesually impaired persons);
and/or

1 has limited capacity to make his or her own decisions and who requires assistance to do so (for
example, persons with intellectual disabilities or mental health difficulties).

55. Provision 3.1 of the 2012 Code requires regulated entities to consider whether there is any
evidence of vulnerability on the part of the consumer and regulated entities must provide those identified
as vulnerable consumers with the necessary arrangemieassistance to facilitate their dealings with the
regulated entity.

56. Provision 10.9 of the 2012 Code provides that firms must have a written procedure for the proper
handling of complaints. A written outcontetter must be sent to the consumer, within 5 business days of
the completion of the investigation. The letter should advise (where applicable) of the right to refer the
case to the relevant Ombudsman and contact details for the Ombudsman.

57. The FSO is a statutory officer who deals impartially and independently with unresolved
complaints from consumers about their individual
services are provided free of chargt 0 consumer s. The website of the
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consumer who can lodge a complaint and sets out the type of financial service provider which falls within
the remit of the FSO6s investigation power s.

Israel

58. The Public Enquiries Unit, which is part of Ba@kistomer Division at the Banking Supervision
Department in the Bank of Israel, acts by virtue of section 16 of the Banking (Service to Customer) Law,
1981, which empowers the SupervisorBz#nks to investigate complaints of the public concerning their
business with banking corporations. The Unit comprises of economists, lawyers and accountants, and it
acts as an objective external body in settling disputes between banks and their cust@oensdiance

with judicial principles, and in the light of the fairness in hanlstomer relations. No costs are imposed

on consumers, as regarding to complaints handling.

59. Banks are obliged to answer the reques$tthe supervisor. If a bank is found to be violating a
consumer protection legislation or Supervisory directive, the Supervisor may impose a civil fine up to NIS
1,500,000. Failing to correct an irregularity according to the Supervisor's request masalsm a civil

fine of NIS 250,006

Italy

60. The law in Italy established a system for resolving disputes out of court, called Arbitro Bancario
Finanziario or ABF. Consumers are informed about the existencBefaAd the ways to file a case with it
through a number of informative channels:

1 the website of the ABF, of the Bank of Italy and of all financial services providers;

1 guides which are distributed in each branch of financial services providers (Consuustrs
always be provided with a copy of the Guide if they enter into a relation with a financial services
provider outside a branch or through distance communication mechanisms (internet, mail, etc.);
and

1 financial services providers when answering a compldinancial services providers must
always inform consumers of the possibility to file a case with the ABF.

61 For investment or asset management services, the Italian Investment Protection Law (no.
262/2005), emat e d by Legislative Decr ee 179/ 2007, est e
Chamber 0. It is a technical and instrument al bod
governed in organisational and procedures terms by Consob Regulatib82@é of 18th July 2012. The
AChamber o started operating in March 2011. The

administration of conciliation and arbitration proceedings involving disputes arising between investors and
financial intermedides regarding compliance with disclosure obligations, correctness and transparency as
envisaged in the contractual relations with customers and regarding investment or asset management
services.

62. The main users dhe Chamber (investors, intermediaries, conciliators and arbitrators) can refer
to the dedicated web sitevw.cameraconsob.itto consult sector regulations and obtain all information on
the Chamber6s operations.

24 nttp://www.boi.org.il/len/Consumerlnforniat/PublicEnquiries/Pages/Default.aspx
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63. Article 32-bis of Italian consolidated Law on Finance states that consumer associations entered
on the |list pursuant to the so called AConsumer
reldging to the provision of investment services and activities, ancillary services and collective asset
management services.

Japan

64. To promptly deal with complaints by customers, due consideration should be givbe to
following points:

1 Whether the financial services provider has developed a control environment where it improves
the response provided at contact points according to the occurrence of complaints, etc., and
where it can receive complaints, etc. exterlgiveuch as by setting access hours and means of
access (for example, phone, mail, facsimile, email) which are considerate of customer
convenience.

1 Whether the financial services provider has developed a control environment where it extensively
publicizesthese contact points and ways of making applications, and where it makes them well
known to customers in a way that is easy for them to understand and which also takes into
account their diversity.

65. Emphasis is piced on the importance of properly publicizing the name or trade name and the
contact address of designated ADR bodies.

66. In this regard, financial services providers shall take measures that are suited to dredsize
specific characteristics of their business operations, for example, presenting information on their websites,
putting up posters at their branches, producing and distributing pamphlets, and conducting publicity
activities through the media. Even suppgshat the financial services provider has posted information on

its website, if it is feasible that there are customers who cannot view this information, the business operator
needs to give consideration to these kinds of customers.

67. The Financial Services Authority (FSA) in Japan conducts a campaign to enhance awareness
about or access to adequate complaint handling and redress mechanisms, for example, by disseminating
relevant information via websites aditributing pamphlets to industry and local governnfénts

68. Designated dispute resolution organisations endeavour to disseminate information on ADR by,
for example, distributing pamphlets to financial institutiansl consumer organisations.

Luxembourg

69. I n Luxemburg the CSSF has set up a consumer ds
find frequently asked questioocsoncer ni ng t he CSSF cresmpl ai ntsé hand
Mexico

70. The Law for the Protection and Defense of Users of Financial Services (LPDUSF) in Mexico

provides Condusef, the consumer protection agency, with the mandate to protect the interests of users of
financid services. Under Article 11 paragraph Il, Condusef will address and solve the complaints of
financial services users. Under paragraph lll, Condusef has to carry out conciliatory processes between
users and financial services providers. Under paragraffohdusef the possibility to act as an arbitrator

245 http://www.fsa.go.jp/policy/adr/index.htrdl http://www.fsa.go.jp/soudan/index.html

16¢


http://www.fsa.go.jp/policy/adr/index.html
http://www.fsa.go.jp/soudan/index.html

and paragraph V states that Condusef can protect and represent the interests of the users in controversies
against financial services providers before administrative or judicial authfities

71. In order to facilitate the resolution of disputes to the users of financial services, the Law for the
Protection and Defense of Financial Services Users under Article 50 Bis.es&tis financial institution

must have a Speci&lnit that will aim to respond to queries and complaints presented by financial users.

These Specialised Units operate in coordination with CONDUSEF to track the solutions of user public
controversies.

72. In Mexico, Condusef has a network of 36 offices distributed nationally where users can file
complaints against financial services providers. Condusef also has mobile offices that go to smaller
communities and there is a virtual office where users can file complaimdghrough which Condusef and

the financial services providers can look for agreements. Condusef makes effective use of information and
communication technologies to address complaints, it has:

9 an electronic coplaints management system; and
1 atelephom conciliatory process.

73. By using all these means Condusef has achieved a reduction in the time taken to solve the
controversies from 53 to 20 working daysot 20062012). The advice and legal defence that Ceatiu
gives to users of financial services is completely free.

Netherlands

74. Claims handling and redress system regarding consumers on financial markets that are set out in
three levels. The first level is called th€P-fase, this is an intern procedure regarding complaints that a
consumer has to follow if he wants to settle his claim. The second level is up to the choice of a consumer
following: (i) a civil court procedure or (ii) a claims handling institute procediases on ADR. Only in a
normal civil court procedure it is possible to use the third level: collective redress. This process is divided
into collective actions and/or collective settlement.

75. Applicable regulatory requirements regarding claims handling and redress mechanisms are set
out by implementing the Consumer Direcfi{feregarding complaints handling issues in the Act on
Financial Supervision (Wet op het Financieel Toezi¢h) i Wf t 0 ) e x joaParagraphd7:1lamt. Wf t
39 up til 48f (Besluit Gedragstoezicht financi zl e

76. The requirements set out in the above mentioned articles provides the AFM powers to promote
access to justicéghrough creating better complaints handling and redress measures for consumers on
financial markets. The AFM is aware of the preventive effects regarding ineffective behaviour of financial

services providers by creating better access to justice for censum

77. At the moment complaints handling and redress mechanism issues are less being practiced by the
AFM. Article 4:17 Wit provides the AFM marginal power to promote access to justice because of the
focus on trangarency instead of effective compliance with the rules.

248 http://www.condusef.gob.mx/PB&marco juridico/ley condusef.pdf

247 Directive 2011/83/EU of the European Parliament and of the Council

248 Act of 28 September 2006, on rukegjarding the financial markets and their supervision.
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78. Claims Handling regarding ADR is housed by the Dutch Financial Complaints Handling Institute
called Klachteninstituut Ep. Ardicke el.il 7plare (1)(D)i Wit @ financialr | e n i
service provideéf® shall be associated with a disputes body recognized by the Minister that handles
disputes in respect of financial services or financial products of the financial enterprise, unless no such
disputes body exists?

79. After filling a complain at the int-tase@yoace
consumer may comply for a procedure at Kifid. Kifid is set up in three different levels: the Ombudsman,

the Geschillencommissie and the Commissie voor Berdep décision of the Ombudsman and in certain
circumstances the Geschillencommissie, is not binding. In those cases parties are free to go to a regular
court to solve their problem. Also after a binding declaration of the dispute parties may start aadispute
regular court, but the judge will take into account the applicable contractual requirements of the ADR
decision.

80. A better example of an effective approach regarding the empowering of consumers by increasing
acacess to justice within claims handling and redress mechanisms could be, after making adjustments in the
area of safeguarding the interests of consumers, the Dutch collective redress mechanism divided into: (i)
collective actions (cp. Article 3:305aCodeo f Ci vi | Procedure (ACCO)) and
Article 7:907910 CC and Article 1022 018 Code of Ci vi | Procedure (ACC
made possible by the Act on Collective Settlement of Mass Damage (Wet collectieveebhgikk
massaschade (AWCAMO) ) .

81. On 27 July 2005 the WCAM took effect in the Netherlands. Until then, it was only possible to
initiate a collective action on the basis of Article 3:305a of the CC. In the latterdpre¢ehe foundation

or association representing the consumers can only obtain a declaratory judgment. Damages cannot be
awarded in this procedufg-

82. The WCAM introduces a procedure to have a collective settledemtéred binding for both the

liable party (or parties) and all injured parties with consideration to whom the settlement is concluded. If
the Court thus declares the established settlement agreement binding, this has consequences for all entitled
parties:all of them become a party to the agreement, unless they opt out. The idea behind the WCAM is to
settle cases of mass damages in a smooth manner by enabling liable and injured parties to reach a
collective settlement. The main advantage for the liablgy jmthat the settlement is binding for all injured

parties, including those who have not participated in the settlement negotiations. The main advantage for
the injured parties is that the liable party will be more willing to reach a collective settlddmerever,

the WCAM does not deal with the stage of reaching a settlement. The settlement must be reached out of
court and is a prerequisite for the parties to apply to the court (cp. Article 7:907 par. (1) CC). The court
cannot hear a case under the WCAithout a settlement having been reached, as the settlement must be
attached to the petition starting the procedure, and the petition itself must include a short description of the
settlement agreement (cp. Article 1013 par. (2) and par. (1)(d) CCPeffleenent need not establish that

the o6liable partyé is indeed I|iable (in contract
representing the injured parties have agreed t ha

29 n practice Kifid handles almost aflisputes between consumers anthificial enterprises regardirfimancial

services andifiancial products.
%1 In the near future the handicap of not awardiagndges in the collective action procedure will disappear by a
new bill. Please look ahttps://zoek.officielebekendmakingen.nlA381266.html
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patties.Thus, contrary to the American damages class actions, a settlement must be reached before a
request to the Court can be méatfe.

83. On the view of AFM a good working collective redress system should haveffective
collective action and collective settlement procedure safequarding interests of consumers. In the
Netherlands the government is providing better civil standards for an effective collective action and
settelement procedure at the end of 281Burthermore the AFM is considering better public powers and
therefore possibilities for the AFM to help consumers regarding to increase their access to justice.

84. In the Netherlands we have learned that having arpement and fair dispute or ADR institute

on financial markets is very important for consumers. In 2010 and 2011 politician expressed their concerns
about the independence and fairness of the decisions of Kifid. This issue caused a lot of media attention.
Because of this all, the regulation of Kifid has been changed. Also on the opinion of the AFM it is in the
best interest of consumers to consolidate all dispute institutes to one institute because of better visibility,
equality of arms, rights and reducingsts. Furthermore the AFM is advocate of an independent, timely,
adequate, binding and effective dispute institute regarding its decisions to all financial enterprises that are
regulated and regarding all financial services.

85. The Government (Ministry of Finance together with the AFM and Dutch Central Bank (DNB))
could provide solutions for claim risks together with the applicable financial enterprise(s) in certain cases
(mass claims causing distrust and instgbibn financial markets)). In these cases a balance between
interests of all actors (especially between claimants and the rest of the retail clients) should be created in
the applicable measure to solve the problems.

86. In the Netherlands the effectiveness of the total claims handling and redress system should be
examined with special view on safeguarding interests of consumers in then slfsr example, regarding
regulatory requirements of claim organisations amdtpiarty funders due to collective redress but also the
high costs and information asymmetry within a normal civil procedure, ADR andak&?

Portugal
Banking sector

87. DecreeLaw No. 156/2005 of 15 September séte obligation of every business offering
services or providing goods in Portugal (credit and payment institutions included) to have a complaint
book where clients can make formal written complaints, which are then sent to the competent supervisory
authoities (in the case of credit and payment institutions, this is the Banco de Portugal). The legislation
states that the Complaints Book must be available at every branch of the institution and there must be a
conspicuous sign that clearly indicates its &xise.

88. Besides the complaints from the Complaints Book, customers can always present complaints
directly to Banco de Portugal, on the grounds of
activities[Article 77.2A of the Legal Framework of Credit Institutions and Financial Companies].

89. Customers can present their complaints via a written communication (letter, email, or fax) or
through an online form availEfrom a dedicated website to banking customers, developed and managed
by Banco de Portugal. Banco de Portugal handles these complaints for the purpose of correcting any

2 For a more detailed explanation of the WCAM and its effectiveness please have a look at:

http://ec.europa.eu/consumers/redress cogsimhtryreportfinal.pdf.
23 https://zoek.officielebekendmakingen.nlA881266.html
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irregularities found and, if necessary, sanctioning any disrespect to the regulatid legislation it
supervises.

90. The information regarding the possibility of presenting a complaint directly to Banco de Portugal
is disseminated through the centr abt mdntomd 8k of f i
Customers Website. Furthermore, this last website has a functionality that allows complainants to check
the status of their complaints.

91. Even though there is no specific legislation/ regulatioraocessibility to complain regarding
complaints directly presented to credit institutions by other means than the Complaints Book, credit
institutions are obliged by general duties of fairness and diligence (Articles 73. © and 74. ° of the Legal
Framework & Credit Institutions and Financial Companies) and have normally in place various channels
for costumers to complain (besides the Complaints Book).

92 Banco de Portugal also responds to information requ&sssvering such requests submitted by
customers may avoid complaints and also promotes financial literacy.

Spain
93. Relevant regulations relating to complaints handling and redress include the following;

Art. 29 FSRI?®* Obligations of financial regarding internal complaint handling mechanisms.
Financial institutions are obliged to have an internal customer complaint service. Voluntarily and
on a standilone basis or together with other entities, they can also establiShstomer
Ombudsman (Defensor del Cliente), who shall be an independent expert entity or individual of
recognized standing.

f Art.30FSRI®>General Principle regarding the banki
compl ai nt me ¢ h a n iommphaints meShamsms shalls be rresg@onsilde for any
complaint, claim or consultation that customers may have regarding the alleged violation of their
legitimate rights, of transparency and customer protection legislation or good financial practice.

f Art.3CRO®*i Legitimacy for filing complaints, <cla
complaint departments. Consumer associations have legitimacy to file a complaint, claim or
consultation representing financial customers

94. Coordination mechanisms among the three supervisory authorities (for banking, securities and

insurance and pension funds) increase horizontal convergence of supervisory practices and help to attain a
common understanding of consumertpobion on a crossectoral basis.

95, On an ongoing basis, the departments involved in these issues at the three supervisory authorities
hold meetings with the aim to exchange information and promote financialtieduca

4 Financial System Reform LaJley 44/2002, de 22 de noviembre, de Medidas de Reforma del Sistema
Financierg

%5 Financial System &orm Law (Ley 44/2002, de 22 de noviembre, de Medidas de Reforma del Sistema
Financierg

2% Complaints Procedure Order (Orden ECC/2502/2012, de 16 de noviembre, por la que se regula el procedimiento
de presentacion de reclamaciones ante los servicioead@maciones del Banco de Espafia, la Comision
Nacional del Mercado de Valores y la Direccion General de Seguros y Fondos de Pensiones)
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96. Access to both internal customer compl aint s
free of charge for the customer

97. Under the Financial System Reform LawSpairf®’ financial institutions are obliged to have an
internal customer complaint service. This can be voluntarily and/or on aatarebasis or together with
other entities, they can also establish a Customer Ombudsman (Defensor del Cliente)aliwhe ah
independent expert entity or individual of recognized standing.
98. Whil e supervisorsodo complaints mechanisms sha
consultation that customers may have regardimg dlleged violation of their legitimate rights, of
transparency and customer protection legislation or good financial practice.
99. There is the scope under the law for consumer associations to file a complamt,oclai
consultation representing financi al customer so il
act on the behalf of individual customers ensures due access to adequate complaints handling and redress
for those consumers lacking sufficidmowledge or financial means.
South Africa
Collective investment schemes
100 GN910 of 2010 requires the manager to implemaerumplaints handling proce@aragraph 9)
Capital markets
101 JSE Equities Rules

1 Rule 11i Complaints and Disputes
102 Strate Rules

1 Section 14.4.3 Complaints Procedure
103 Securities Services Act 36 of 2004

1 Section 18 Exchange rulesrequirements with which Exchange rules must comply
Pension sector
104 The pension laws provide for the office of the Pension Funds Adjudicator to whom aggrieved
members can lodge a complaint, ataost to the member and without the need for legal representation, to

provide an affordable, accessible, independent, accountable and efficient process of addressing complaints

105 The annual benefit statement mggite that members can when aggrieved, have access to the
pension funds adjudicator to resolve complaints

106. Due to the narrow jurisdiction of the adjudicator pension fund complaints may have to be
dismissed due tlack of jurisdiction because they involve insurance, financial advisory or labour issues.

%7 ey 44/2002, de 22 de noviembre, de Medidas de Reforma del Sistema Financiero
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107. Limited public awareness about the office of the adjudicator means that fund members are
unaware they have recourse in gvent they have a grievance against their fund.

108 Aggrieved parties can appeal the Adjudicator (
for the opposing party, so appeals are usually unopposed andidatems are easily set aside.

Financial Advisory and Intermediary Services

109 Financial Advisory and Intermediary Services Act, 2002 (FAIS Act) Sectioh R8ovide for
establishment of a statutory Ombud for Finah&ervices Providers that must consider complaints in a
procedurally, fair, informal, economical and expeditious manner and by reference to what is equitable.

110 S321 Empowers the regulator to take any steps goive to client education and the promotion
of awareness of the nature and availability of the Ombud for Financial Services Providers, other
enforcement measures and to assist in the disclosure of information to clients.

1 A specific Department was estabkshin the FAIS Division of the Financial Services Board to deal
with complaints against financial services providers and sesanaumd times for dealing with
complaints are part of the key performance areas.

1 The FSB maintains a call centre to, inter ;diilitate/receive complaints from consumers against
financial services providers.

1 FSB also setp a Fraud and Ethics hotline (Faffs Anonymous) for complainants who wish to
remain anonymous.

9 FSB further established a Consumer Education Departmergpbeifically addresses financial
literacy and consumer awareness.

Switzerland

111 There is an ombudsman system in the Swiss banking and insurance sectors. An ongoing
legislative project relating to financial services with client protection is the Federal Financial Services Act
(FFSA). A consultation draft to the Federal Council shallsnbmitted by autumn 2013. FFSA seeks to
strengthen the ombudsman system.

Turkey
112 Consumer complaints arising from banking activities are handled by the following agencies;

1 Ministry of Customs and Trade (Directorate General of Consumer Protection and Market
Surveillance); the Ministry handles the complaints of the consumer which are assessed within the
scope of the Law on the Protection of Consumers No.4077 (LPC).

1 Arbitration Committees for Consumer Problems; According to the Article 22 of the LPC,
Committees are independent bodies which are responsible for tu#-anurt settlement of
consumer disputes. They were established mainly with the aim of providing simple and
inexpensive means for the resolution of consumer disputes arising from the application of the
LPC.

1 Consumer Courts; It is entitled to solve the disputes among consumers and suppliers which are

above the certain value that is determined by the Minist@ustoms and Trade. Also it is the
Supreme Court of Arbitration Committees for Consumer Problems.
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113 Authorities responsible fdsank consumer protection;

9 Banking Regulation and Supervision Agency (BRSA); BRSA remthe complaints about the
misconduct of creditor with respect to consumer rights that are protected by Banking Law
No0.5411 and Law on Credit Cards and Banking Cards No. 5464.

1 Customer Complaints Arbitration Committee of the Banks Association of TurieeyCastomer
Complaints Arbitration Committee of the Turkish Participation Banks Association; According to
the article 80/9 of the Banking Law Banks Association of Turkey and Turkish Association of
Participation Banks have to set up a board of arbitratiitén the framework of the principles
and procedures to be prepared thereby and approved by the Banking Regulation and Supervision
Board, in order to evaluate and settle the disputes between the members and their individual
clients, with the reservatioof their rights to legal application pursuant to LPC and other laws.
Related to that provision, Customer Complaints Arbitration Committees have been established
within the Banks Association of Turkey and the Turkish Participation Banks Association as
recortiliatory committees for the assessment and solution of the disputes between the individual
customers and banks.

114 Investors in Turkey have Access to several complaints handling and redress mechanisms
dependingot he nature of the compl aint. Compl aints ari
either ISE or TURKDEX. Market transaction is the process during which orders transmitted to the market

by intermediaries are matched and mutual obligations arelddIfilCMB is the authority of appeal
regarding decisions of ISE or TURKDEX about complaints arising from market transactions.

115 Complaints arising from reasons other than market transactions are handled by CMB or
TACMIIT directly.

116 At any point, investors reserve the right to seek resolution through judicial authorities.

117 Consumers can apply to BRSA for consumer finance comphaiatgetition. These complaints
are handled on the basis whether there is incompliance to the related law or regulation enforced by BRSA.

118 On the other hand, the methods for making complaints are made knownsbgrd regulations
published at Official Gazette and web sites of the related institutions as well web sites of the credit
institutions for informing customers.

119 Also, in order to keep their customers informeawtbthe duties and powers and the working
principles and procedures of the Customer Complaints Arbitration Committee of the Banks Association of
Turkey and Customer Complaints Arbitration Committee of the Turkish Participation Banks Association,
the bankswill reproduce the brochure and the complaint form samples prepared by the Associations in
compliance with the law and communiqué and the general banking usage and practices and will make their
copies available at places visible and accessible by themeistdn their head quarter and branches.

120 CMB web site has a section specifically addressing investor complaints and redress mechanisms
according to capital markets legislation. Investor may also send their ¢otmpmlaectly to CMB via an
electronic form made available to the public in CMB web site.

121 Also, www.yatirimyapiyorum.comis specifically designed by CMB to inform iestors
regarding various aspects of capital markets, such as investor rights, risks, financial instruments,
intermediaries as well as disputes handling mechanisms.
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122 The Insurance Arbitration Commission in Turkey is established for conflict resolution arising
between the insurer and tipelicy holders or beneficiaries of insurance contracts. Insurance arbitration
system is based on voluntary participation of the imsteanstitutionsThe insurance provider that wants

to be a part of the insurance arbitration system has to notify the Commission in writing. Consumers of
insurance services who are in conflict with the member insurance entities of the insurance arbitratio
system are entitled to apply for the arbitration procedure which is designed to be faster and more cost
efficient than the traditional court referral proceBse disputes that are referred to the Commission are
settled by independent arbitrators withine time limits prescribed by lavin order to ensure efficiency,
applications regarding disputes that had been referred to Court or to the Arbitration Committee for
Consumer Problems according to the provisions of the Law on Protection of Consumerstdteliled

to the Insurance Arbitration Committee. However, the way to an appeal is open in cases where a decision
is made after the expiration of the arbitration process, a decision is made on an issue that is not requested,
any decision made outsideet arbitrator authorities, a decision is not made regarding the allegations of the
parties and for awards above 40,000 liras.

UK

123 Firms carrying out regulated financial services activities have to be authorighd Binancial

Conduct Authority (FCA) (potentially in conjunction with the Prudential Regulation Authority) (or
licensed by the Office of Fair Trading in relation to consumer credit). This means in turn that they are
covered by FCA rules on redress antbject to sanctions for neztompliance. Firms are required to give
information about how to make a complaint, to the firm in the first instance, and then, if the firm is unable
to respond to a consumer 86s compl aSernite (thkeaOmbusismanc t o r i
service).

124 In the UK it is free to make a complaint to a firm and, failing that, to the Ombudsman service. A
complaint to the financial services provider or Ombudsman service can be madabyy r easona
meansd® and this i s ex-palddtar,dndfacto-face where these arentlierusual f a x

channels by which consumers contact firms. A response from a firm must be written and include a leaflet
which provides informatin about the Ombudsman service. Complaints resolved by the close of the next
business day are subject to fewer requirements a
reporting.



2. INTERNAL COMPLAINTS HANDLING
COUNTRY EXAMPLES

Australia

125 The law requires Australian credit licensees to have in place an internal dispute resolution
process.

126. Internal dispute resolution (IDR) is an important and necesgatystep in a complaints handling
process, as it gives the financial service provider the opportunity to hear client concerns and expressions of
dissatisfaction. IDR enables a provider to address client concerns efficiently and effectively, and can lead
to improved business systems, products and services.

127. IDR procedures can be used to deal effectively with, and monitor, all forms of consumer inquiry,
complaint or dispute.

128 It is essential for credit providers to have effective IDR procedures in place so that complaints or
disputes are dealt with genuinely, promptly, fairly and consistently.

129 IDR must comply with the standardachrequirements made by the Australian Securities and
Investments Commission (ASIC), and cover complaints made by retail clients in relation to the financial
services provided.

130 ASIC have released guidelines @R procedures, which are encouraged by requiring providers
to notify consumers of their right to complain via external dispute resolution mechanisms if their claim is
rejected.

131 It is appropriate to take into amant:

1 the size of the business (including the number of representatives or credit representatives
authorised);

9 the range of credit products or services offered;

9 the nature of the customer base; and

9 the likely number and complexity of complaints or disputes
Canada
Banking sector
132 The Bank Act requires banks to maintain procedures and staff to deal with consumer complaints.
Banks should work to resolve complaints through their own internal processes, whenevée. phsisib
promotes confidence in the financial system, allows consumers to understand the process and gives
industry members the opportunity to not only resolve disputes, but also to monitor their compliance with

the provisions of the Acts, voluntary cod#gsconduct and public commitments that are designed to protect
financial consumers.
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133 Following consultations launched by the Financial Consumer Agency of Canada (FCAC), the
FCAC has now finalized th€ommissiones Guidancé Internal Dispute Resolutié®f. The Guidance
outlines the principles théthe FCAC considers essential for the establishment of an effective, efficient and
accountable internal dispute resolution (IDR) prodkashelpto ensure that federally gelated financial
institutions handle consumer disputes in a competent manner. If the dispute cannot be successfully
resolved through the IDR process, consumers will have an opportunity to escalate their concern to an
external complaints body.

Securities sctor

134 All registered dealers, advisers (other than SRO members), are required to document and respond
to client complaints about any product or service offered by the firm or one of its individual
representativesin an effective and fair manner. Firms must maintain records which demonstrate
compliance with these complaint handling requirements.

Czech Republic

135 Relevant regulations include the following:

9 Act No. 21/192 Coll., on banks
1 Act No. 277/2009 Coll., on insurance industry
1 Act No. 427/2011 Coll., on the complementary pension saving
1 Act. No. 284/2009 Coll., on payment services
1 Act No. 256/2004 Coll., on undertaking on the capital market
1 Act No. 189/2004 Coll., onollective investing
9 Code of conduct of the credit institutions
9 Code of conduct of the insurance companies
France

136 The French supervisor ACP issued the recommendatio@0XH#R-05 7 15 December 2011)
applicablein both banking and Insurance sectum internal complaints handling which have been
developed in accordance with the EIOPA guidelines, which states that:

9 procedures shall be provided in writing and dealt with diligently and appropriate timeline
stipulake in the procedure

1 complaints shall be handled by an independent unit

28 hitp://lwww.fcacacfc.gc.ca/eng/industry/commissioner/quidancd/2tindexeng.asp
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1 the head of the complaints handling unit shall be responsible for the whole process, i.e. the
respect of the policy as well as the operational handling of the complaints

9 limitation of canflicts of interests by requiring insurance companies or banks to handle
complaints in an independent manner.

1 complaints shall be handled independently from operational departments.

1 employee(s) usually in contact with customers or who receives(s) custdemands, shall be
trained to clearly identify the complaints received and to make a correct use of

1 complaints landlingchannels

1 In case of multiple complains handling Information sets out the appropriate entities according to
the subject of theomplaints

1 the information has to be easily accessible to all customers, in particular in customer reception
areas, where applicable, or on a website.

137 The same principles and rules apply alb financial servicesgprovides. However, the ACP
recognises the importance of the proportionality principle, and states that different provisions (e.g.
organisation of complaints handling) are applicdbwh er e t he si ze and the str
i t Since ' September 2012 the obligations to investment service providers, financial investment advisors
and asset managers for real estate investment trusts are the following:

9 the obligation, for the professional, to commit to respond to a customer complaint within a
maximum deadline of two months;

1 implementation of a complaint processing system that ensures equal and consistent treatment;
9 allocating the necessary resources and expertise to complaint processing;
9 the obligation to follow up complaints in order to idgnand correct any malfunctioning,
1 and the introduction of a principle of proportionality to take account of the size and structure of
professional entities.
Germany

138 The Financial Supervisor (BaFin) is currgnitonsulting a draft circular on the minimum
requirements with regards to the handling of complaints by insurance undertakings and a draft collective
decree on orders with regard to the establishment of a complaints management function and the obligation
of insurance undertakings to provide supervisory information on complaint handling. .

Hong Kong
139 The SPM ICG4 provides Als with guidance on complaints handling procedures. In particular, the
following paragraphsfahe SPM IG4 set out the key elements of the complaint handling procedures and

the timeline of handling complaints for Als:

9 Paragraph 2.1: General principles
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Paragraph 2.2: Policies and procedures

Paragraph 2.3: Accessibility

Paragraph 2.4: Confideality

Paragraph 2.5: Independence and authority in handling complaints
Paragraph 2.6: Resources and staff training

Paragraph 2.7: Monitoring and audit
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Paragraph 3.2: Final response

140 Als are expected to comply with the Code of Banking Practice. In particular, the following
paragraph of the Code of Banking Practice sets out relevant requirements on complaint handling
procedures and timeline on handling complaints of banks: Paragrapteh8lling customer complaints.

141 As stipulated in Article 35 of the Code of C
insurers are required to have effective procedures in place for the proper hahiliBygance complaints.

In particular, Article 48 of the CoCl requires insurers to have in place internal coripaitling
procedures for attempting to resolve complaints by policyholders and the procedures should be readily
accessible and be free ofache to the complainant.

142 In the context of insurance intermediaries, IARB, HKCIB and PIBA are required to have
effective procedures in place for the proper handling of complaints against insutanoediaries.

143 The HKMA has established procedures in handling banking complaints. Please refer to the
enclosed leafletoi What to do if you have a complaint about

144 Upon receipt of a banking complaint, the HKMA will review it and, where necessary, contact the
complainant to seek further information or clarification. In handling the complaint, which may have
already been handled by thé¢ concerned, the HKMA will generally refer it to the Al for investigation or
re-investigation and a further reply to the complainant and require the Al to provide the HKMA with
relevant information. The HKMA will then conduct an assessment of the carngiased on the
information provided.

145 The HKMA will ensure that the handling of the complaint by an Al is thorough, fair and timely

by monitoring the Al O6s handl i ng parnac etsos cahnedc kr etvhiae
complaint handling procedures are appropriate and working properly and that all allegations of the
complaint have been adequately addressed.

146 If the complaint raises issues of supeswisconcern, including a breach of HKMA supervisory
guidelines or the Code of Banking Practice, the HKMA will pursue with the issues with the Al and, where
necessary, require remedial action to be taken by the Al.

147. If the complaint raises issues of disciplinary concern, which are issues relating to the conduct of
an Al or its staff, the HKMA will carry out an investigation if it considers that there are sufficient grounds
to do so. Where an investigation revealsaonduct by an Al or its staff, the HKMA will take appropriate
action or refer the case to other relevant enforcement or regulatory bodies for further action.
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148 The HKMA has put in place adequate measures torerthat banking complaints are handled in

a fair and effective manner. The decision on whether and how a complaint is pursued has to be made by a
committee comprising senior management staff members anaduse lawyer for complaints involving
conductissues, and by a senior management staff member for complaints involving service quality issues
or commercial disputes.

149 The actual time required for information gathering, interviews with relevant partiesziagaly
evidence and preparation of report may vary considerably depending on the complexity of the complaint in
question. If the complexity of a complaint is such that investigation cannot be completed within six
months, the HKMA will update the complainaftthe progress.

150, For the complaints referred to the relevant insurerfsgifilatory body, the IA will keep in view
of developments to ensure that the complaint is handled properly by that insurereguaitry body.

Hungary

151 In Hungary, financial service providers are required to applgresistent standard of complaints
handling throughout the whole process of communication with clients. To that end, finaaoiades
providers should strive texhibit cooperative, flexible and helpful service provider behavishen
managing problems and complaints arising prior to the contract termination, during the contract
termination and following the termination there?Sf.

152 The HFSA President is entitled to issue legally binding decrees as of January 2012 in the topics
of information requirements and complaint handling. In these decrees the HFSA may stipulate detailed
rules incompliance with the rules stipulated in the Act.

153 HFSA stipulated rules for all financial organisations operating in all 4 sééors.
Ireland

154, In Ireland the Central Bankxpects the complaint handling requirements as set out in the
Consumer Protection Code to be the standard used by firms.

155 Provision 2.8 of the 2012 Code provides that complaints must be handled speedilyhtkfficie
and fairly.

156. Provision 10.7 of the 2012 Code provides that a regulated entity must seek to resolve any
complaints with consumers.

157 Provision 10.9 of the 2012 Cogeovides that a regulated entity must have a written procedure in

place for the proper handling of complaints. The procedure need not apply where the complaint has been
resolved to the complainantés sati sf aacttmustrbe wi t hi
maintained). At a minimum the complaints procedure must provide that:

1 the regulated entity must acknowledge each complaint on paper or on another durable medium
within five business days of the complaint being received,;

29 http://lwww.pszaf.hu/data/cms2378165/recom_11 2012.pdf
260

http://www.pszaf.hu/en/topmenu/legislation/decrees/act LX complaint.html
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1 the regulated ertyi must provide the complainant with the name of one or more individuals
appointed by the regulated entity to be the
complaint until the complaint is resolved or cannot be progressed any further;

1 the reglated entity must provide the complainant with a regular update on paper or on another
durable medium on the progress of the investigation of the complaint at intervals of not greater
than 20 business days, starting from the date on which the complaimadas

9 the regulated entity must attempt to investigate and resolve a complaint within 40 business days
of having received the complaint; where the 40 business days have elapsed and the complaint is
not resolved, the regulated entity must inform the dampnt of the anticipated timeframe
within which the regulated entity hopes to resolve the complaint and must inform the consumer
that they can refer the matter to the relevant Ombudsman, and must provide the consumer with
the contact details of such Oodsman; and

1 within five business days of the completion of the investigation, the regulated entity must advise
the consumer on paper or on another durable medium of:

- the outcome of the investigation;

- where applicable, the terms of any offeisettlement being made;

- that the consumer can refer the matter to the relevant Ombudsman, and

- the contact details of such Ombudsman.
158 In June 2011, the Central Bank published the findings of a themed insp@etticcomplaints
handling procedures in investment and stock broking firms. The Central Bank carried out a series of
inspections of selected insurance firms (life and-kifer) during 2010 and 2011, focusing on reviewing
the procedures and processes iatieh to complaints handling. In April 2011, the Central Bank issued a
letter to insurance firms to outline the findings of these inspections and highlighted a number of specific
concerns identified. All investment and stock broking firms have been adasexiiew their current
procedures to ensure that they meet the standard set out in the Code and that the procedures are approved
by senior management within the firms.
Italy

159 The Bank of Italy, 2009 regulationsequires financial services providers to have certain
procedures in place to handle complaints. These procedures must have the following features:

1 a person or an office responsible for complaint handling who are independanisisarketing
functions;

1 easy access for consumers (emails and ordinary mail must always accepted);

1 possibility for consumers to interact with staff dedicated to complaint handling directly and
without costs;

1 professional training for staff dedicated to complaint handling;
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1 timely responses (maximum 30 days). Responses must be complete; if the financial service
provider accepts the complaint, he must indicate the deadline for implementing corrective
measures;

1 a well maintained register of all complaints which have been receivedsanell as a yearly
report published on the website;

1 the control and compliance functions report at least annually on the complaint office to the board.

160 Financial services providers have to mention the existehsach procedures and their features
in information documents made available to consumers.

161 Based on Regulation of Bank of Italy and Consob, 2007, intermediaries are required to adopt
procedures that are able agsure a timely processing of any complaints received by retail customers or
potential retail customers.

162 Customers have to be informed in advance on terms and conditions regarding the processing of
complaints.

163 Intermediaries have to adopt specific procedures in order to make sure that the most relevant
el ements of each compl aint received by the firms
how it was dalt with and the steps taken to address the problems

164 The intermediaries Compliance function, in its periodic report to the management body of the

firm (that has to be drafted at least annually), has to inclutleseription of the overall situation of the
complaints received by its clients. This generally includes at least the following information: the number of
clientsd complaints received, usually owlleasa a 3 Yy
description of how it was dealt with and its final outcome, or if it is still outstanding, if while analyzing the
complaint the firm uncovered a more general or procedural issue to be addressed, the report should also
describe what consequenttian was undertaken by the firm in order to solve the problem or if it is still a

work in progress.

165 When the function appointed to deal with complaints within the firm is different from the
Compliance functiontishould provide the Compliance function the information necessary to draft the part

of its periodic report regarding clientsdéd compl ai
Japan

166. Japan has detailed guidelines on how financial services progidentd implement international
complaints handling mechanisms. These include the following:

1. Role of senior managers
- Whether the board of directors has exercised its functions properly with regard to the
establishment of a groupide internal control envanment for the function of dealing with
complaints

2. Internal rules

- Whether the divisionin charge of complaintsits responsibility and authority, and the
procedures fodealing with complaintshave been established in the internal rules so that
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complains can be responded to and dealt with in a prompt, fair and appropriate manner.
Also, procedures concerning business improvement have been established so that the views
of customers are reflected in the conduct of business operations

- Whether the financiakervices provider has developed a control environment, including
making sure those internal rules are thoroughly publicized and enforced by means of training
and other measures (including the distribution of manuals and so forth) so that business
operatiors for dealing with complaints can be conducted based on internal rules.

3. Control environment for dealing with complaints

- Whether the financial services provider has appropriately appointed staff in charge of dealing
with complaints.

- Whether the financiakervices provider has developed a control environment in which
relevant departments cooperate and proyghl with any complaints.

Mexico

167. In Mexico the requirement for internal complaints handling procedueesreshrined in law. The

Law for the Protection and Defense of Users of Financial Services (LPDUSF) establishes in its article 50
t hat each financi al institution shoul d have a

complaints. This Unit is syéct to the following requirements:

1 The head of the Unit must have attributions to represent and force the financial institution to
comply with the agreements reached on each complaint.

It must have presence in every State in which the financial institbie branches or offices.
Its operational costs should be covered by the financial institution.

It has to reply in writing (the enquiry or complaint) to the user in no more than 30 working days.

= = =4 =4

The head of the Unit must present a quarterly report toNdonal Commission for the
Protection and Defence of the Users of Financial Services (CONDUSEF) about the enquiries and
complaints received.

168 Financial institutions must display in their branches information tabtwir specialized units
including, location, office hours and person(s) in charge. Customers can present their enquiries or
complaints directly at the specialized units or at Condtisef

169 All financial statementshave to include the email address and telephone number of the
specialized unit as well as the telephone and email of Condusef. The regulations also state that in their
informative pamphlets and in their web pages they have to have the email addrelepahndaenumber of

the specialized unit as well as the telephone and email of Coffdusef

21 http://mww.condusef.gob.mx/PB§marco _juridico/ley condusef.pdf

22 http://lwww.condusef.gob.mx/PB§marco_juridico/disposicion_entidades_financieras.pdf
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170 Condusef has a directory with information (location and people in charge) of the specialized units
of all the financial instutions regulated by the LPDUSE

171 In addition, the Mexican Banking Association (ABM) on its Web page also has a section with an
explanation of what the specialized units are and a directory of the specialitedf the banks. It also
explains that if banks do not address the enquiries/complaints, users can always go to CohdirsefF
National Retirement Savings System Commission (CONSAR) has a section with a directory of the
specialized units of the admitriators of retirement funds (AFORES)

172 A very effective mechanism for an improved attention of complaints is the Electronic
Management of Complaints that was launched in 2007 by Condusef. This is an online promagh

which in real time Condusef communicates with the specialized units of financial institutions to notify
them about the complaints they receive. This mechanism has significantly reduced the response time,
which is now of approximately 20 days. Taeare approximately 130 financial institutions that use the
electronic management system of Condusef.

Netherlands

173 In 2010, the Dutch AFM started a supervision project called Client Interest First aimed a¢ the fi
major banks and five major insurance companies in the Netherlands. These ten financial institutions
provide 75% of the financial services in the Netherlands. The AFM used dash board tools to rate financial
institutions on their services, products andagtices with an aim to measure their performance on acting in

the interest of clients. Key factor of success of this program is the use of peer pressure, by sharing the
results of the dashboard scores in a meeting with senior management of these fimstitatadns. This

project includes claims handling and redress issues. It is not based on rules but on informal approaches.
Results of research to effective approaches and the willingness to change culture will be discussed and (in
some cases) will be plished.

Portugal
Banking sector

174 Circular Letter 6/2008/DSB (issued by Banco de Portugal) establishes the procedures to be
followed by credit institutions when handling complaints lodged in the Complaints Book.

175 Circular Letter 25/2008/DSB (issued by Banco de Portugal) establishes the procedures to be
followed by credit institutions when handling complaints that were presented directly to the Banco de
Portugal by customers

176. Both administrative rules establish procedures, time frames, and the need for a written response
to the complainant with an adequate justification regarding the result of the complaint and obligations
regardingecord keeping.

177 These complaints are handled by Banco de Portugal (Banking Conduct Supervision Department).
According to the procedures established the complainee (the credit institution) is informed about the
complaint and has to send the customer a response, whigknsinéo account by Banco de Portugal when

263 http://www.condusef.gob.mx/index.php/unidagispecializadade-atendon-a-usuarios

264 http://www.abm.org.mx/atencion_usuarios/unes.htm

265 http://www.consar.gob.mx/unidades_atencion_afores/atencion_afores.shtml
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analyzing the complaint. In this sense the customer always receives a response from his credit institution
and from the Banco de Portugal.

178 Furthermore, regarding comptas directly presented to credit institutions by other means than

the Complaints Book, Article 7B of the Legal Framework of Credit Institutions and Financial Companies
establishes that:

ACredit institutions or t heitrcodes efcondustamdtirdotmi theg a s s
customers about them, namely on their website. The said codes shall include the principles and rules of
conduct governing the various aspects of their relationship with customers, including the mechanisms and
internalppcedures adopted for the examination of compl
179 By handling customers complaints Banco de Portugal plays the role of the 3rd party independent
appeal entity. At the same time the complaints are an ovemsgghtment.

Spain

180 Before resorting to the regulatorés compl aint
the customer complaint department of the financial institution.

181 Financial institutions are obliged, after issuing their report through their internal Customer
Compl ai nt Service, to inform their clients about

182 The inexistence and/or malfunctioning of the internal customer complaint service is subject to
sanctions by regulators

183 Relevant regulation
f  Art. 30.3.a) FSRE®®i General obligations of internal complaint handlingchanisms
1 Internal complaint handling mechanisms (either the Customer Ombudsman or the customer
service department) are obliged to acknowledge in writing the receipt of the complaint and also
give in writing a reasoned reply.
South Africa
Collective invetment schemes
184 GN 910 of 2010
Capital markets
185 JSE Equities Rules
1 Rule 11i Complaints and Disputes

186 Strate Rules

1 Section14.4.3i Complaints Procedure

%6 Financial System Reform LaJlLey 44/2002, de 22 de noviembre, de Medidas de Reforma del Sistema

Financierg
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187.

T

Section 123 Disciplinary procedure
Securities Services Act 36 of 2004

Section 18 Exchange rules

Pension sector

188

In terms of pension lawand financial advisors and intermediaries laws, administrators and

service providers are required to have wagffined compliance processes and procedures, maintain a
complaints register in order to manage any possible risks to which the entity migipblked

T
T
T

T

Administrators and service providers do not seriously consider complaints lodged
Complaints that have insufficient detail are lodged

Processes and procedures are not followed which can cause a delay in capturing and responding
complaints

Complaintsare not addressed to the right entity

Financial advisory and intermediary services

189
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190

FAIS Act-General Code of Conduct S18 provider must

request that any client who has a complaint against the providerladgst such complaint in
writing;

maintain a record of such complaints for a period of five years;
handle complaints from clients in a timely and fair manner,
take steps to investigate and respond promptly to such complaints; and

where such a complaint ionhresolvedtda he cl i ent 0 s eis @verithe tliant ofi o n ,
any further steps which may be available to the client in terms of the FAIS Act or any other law.

S177 Financial services providers must imtain an internal complaint resolution system and

procedures based on the following:

1

Mai ntenance of a comprehensive complaints pol
system and procedures for, internal resolution of complaints;

transparency ah visibility: ensuring that clients have full knowledge of the procedures for
resolution of their complaints;

accessibility of facilities: ensuring the existence of easy access to such procedures at any office or

branch of the provider open to clients,tbrough ancillary postal, fax, telephone or electronic
helpdesk support; and
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1 fairness: ensuring that a resolution of a complaint can during and by means of the resolution
process be effected which is fair to both clients and the provider and its staff.

191 S18- The internal complaint resolution system and procedures of a financial services provider
must be designed to ensure the existence and maintenance of at least the following for purposes of
effective and fair reolution of complaints:

91 availability of adequate manpower and other resources;

1 adequate training of all relevant staff, including imparting and ensuring full knowledge of the
provisions of the FAIS Act with regard to resolution of complaints;

1 ensure thatesponsibilities and mandates are delegated to facilitate complaints resolution of a
routine nature;

1 ensure that there is provision for the escalation of-noatine serious complaints and the
handling thereof by staff with adequate expertise;

1 internal follbow-up procedures to ensure avoidance of occurrences giving rise to complaints, or to
improve services and complaint systems and procedures where necessary.

192 S19 - The internal complaint resolution system and pdoices of a provider must contain
arrangements which must

1 reduce the details of the internal complaint resolution system and procedures of the provider,
including all subsequent updating or upgrading thereof, to writing;

1 provide that access to the procezhiis at all times available to clients at any relevant office or
branch of the provider, or by electronic medium, and that such availability is appropriately made
known by public press or electronic announcements or separate business communications to
existing clients;

91 include in the details envisaged in subparagraph (a), a reference to the duties of the provider and
the rights of a client set out in the Rules of the Ombud for Financial Services Providers;

9 include in such details a clear summary of thevisions of the FAIS Act, which will apply
whenever the client, after dismissal of a complaint by the provider, wishes to pursue further
proceedings before the Ombud; and

1 include in such details the name, address and other contact particulars of the Ombud;

1 stipulate that complaints must, if possible, be submitted in writing and must contain all relevant
information, and that copies of all relevant documentation must be attached thereto;

1 provide that the receipt of complaints is promptly acknowledged inngrito the client, with
communication particulars of contact staff to be involved in the resolution of the complaint, and
are properly internally recorded by the relevant staff;

1 make provision that after the receipt and recording of a particular comphentomplaint will
as soon as practically possible be forwarded to the relevant staff appointed to consider its
resolution, and that



- the complaint receives proper consideration;

- appropriate management controls are available to exercise effective cotrsli@ervision
of the consideration process;

- the client is informed of the results of the consideration within the time referred to in Rule
6(b) of the Rules of the Ombud: Provided that if the outcome is not favourable to the client,
full written reasons mnst be furnished to the client within the time referred to in Rule 6(b) of
the Rules of the Ombud, and the client must be advised that the complaint may within six
months be pursued with the Ombud whose name, address and other contact particulars must
simutaneously be provided to the client.

193 In any case where a complaint is resolved in favour of a client, the provider must ensure that a
full and appropriate level of redress is offered to the client withoutialay.

194. Financial services providers must implement the internal complaint and resolution systems and
procedures as required by the FAIS Act. Failure to comply may result in the withdrawal of their licences
or the imposition of a penalty.

9 Financial services providers must implement the internal complaint and resolution systems and
procedures as required by the FAIS Act. Failure to comply may result in the withdrawal of their
licenses or the imposition of a pewalt

1 The FSB conducts regular -gite visits to determine compliance with the relevant provisions of
the FAIS Act. Preferably under guidance from the regulator.

1 The FSB implemented compulsory regulatory examinations with the purpose of testing the
knowledgeof financial services providers in respect of the requirements of the FAIS Act and
their responsibilities under the Act.

195 Although financial services providers maintain a complaint resolution system, awaresash of
system is not necessarily carried through to the staff of the provider.

Turkey

196 With respect to complaints addressed to fACu
Banks Associ ati omCusft o mear k €€podp laaidnt s Arbitration
Participation Banks Associationd, according to Cc

Procedures of Customer Complaints Arbitration Committee, before an application to that Comthédtees,
complaint will first be communicated by the complainant to the head quarter or relevant branch of the bank

in writing or by ema i | . Bankds head quarter or relevant br e
answer to complaint of the complainamithin thirty days of receipt of application (twenty days for the
applications about bank card or credit card) from the complainant. The complainant may apply to the
Committees by filling in a complaint form within thirty days starting from the date %@nif and when

the answer given by the bankds head quarter or r
starting from the end of answering period if no answer is given to him by the end of the period.

UK
197. Ensuring that firms treat customers fairly is at the heart of the UK consumer protection agenda.

Central to this is the importance of firms embedding a culture that is committed to the fair treatment of
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their customers. The quality of a firmtemplaint handling is an important aspect of this, revealing the
extent to which cultural drivers such as senior management engagement, efaalsion and staff reward
structures are delivering fair outcomes for customers. Carried out well, complaitinbarepresents a
valuable opportunity for firms to rebuild and enhance their relationships with their customers when
something has gone wrong, and to use the information gathered to make changes that deliver fair outcomes
for their wider customer base(fexample, by changing their product design or sales procé¥ses).

198 The FCA has detailed rules and guidance requiring firms to deal promptly and fairly with
complaints from eligible complainants. These rules megdirms to have in place and to operate
appropriate and effective procedures for registering and responding to complaints.

199 A rulesbased approach requires firms to establish, implement and maintain effeative a
transparent procedures for the reasonable and prompt handling of complaints. They must put in place
appropriate management controls and take reasonable steps to ensure that when handling complaints they
identify and remedy any recurring or systematiahfems. Firms must appoint an individual at the firm or

in the same group as the firm, to have responsib
on treating complainants fairly.

200 TheindividuA must be carrying out a 6governing fun
firm. The rules require firms to keep a record of each complaint received and the measures taken for its
resolution, and retain that record for at least three yearsvifleen the complaint was received. Firms are
required to publish appropriate information about their internal procedures for the reasonable and prompt
handling of complaints. FCA rules require firms to:

1 investigate complaints competently, diligently and amially, obtaining additional information
as necessary;

9 assess fairly, consistently and promptly the subject matter of the complaint, whether it should be
upheld, what remedial action or redress (or both) may be appropriate; and if appropriate, whether
it has reasonable grounds to be satisfied that another firm may be solely or jointly responsible for
the matter alleged in the complaint taking into account all relevant factors;

9 offer redress or remedial action when appropriate;

1 explain to the complainarromptly and in a way that is fair, clear and not misleading, its
assessment of the complaint, its decision on it , and any offer of remedial action or redress; and

1 comply promptly with any offer of remedial action or redress accepted by the complainant.

%7 Financial Services Authority Review of Complaint Handling in Bankamgups April 2010
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3. ALTERNATIVE DISPUTE RESOLUTION
COUNTRY EXAMPLES
Australia

201 The law requires Australian credit licensees to be members of an External Dispute Resolution
(EDR) scheme. Examples of approved EDR schemes include:

1 The Financial Ombudsman Service handles complaints about banking, credit, loans and debt
collection, life insurance, superannuation, financial planning, insurance broking, stockbroking,
investments, managed funds, timeshares, general insurance, findnoerégage broking. They
cover complaints where the value of the claim is $500,000 or less.

1 The Credit Ombudsman Service Limited handles complaints about credit unions, building
societies, no#bank lenders, mortgage and finance brokers, financial plarieaders and debt
collectors, credit licensees and credit representatives. They cover complaints where the value of
the claim is $500,000 or less.

202 Industrysupported EDR schemes play a vital role in the broader financial services regulatory
system.

203 The existence of these schemes provides a forum for consumers and investors to resolve
complaints or disputeshat are quicker and cheaper than the formal legal system. It encourages
improvements in industry standards of conduct, and consequent improvements in relations between
industry participants and consumers.

204, The ASIC MoneySmart website includes information about how to complain about different
issues, including financial services and products, consumer goods and services and prices and competition.

Canada
Banking sector

205 The Complaints (Banks, Authorized Foreign Banks and External Complaints Bodies)
Regulations (the Regulations) set out the requirements and standards that external complaints bodies must
meet to be approved by the Minister of Finance. The regulations datitesgmuirements for approval,
including high standards for independence, timeliness and transparency. The Financial Consumer Agency
of Canada conducts an-dtepth review of external complaints bodies applying for approval to ensure that
they meet thetandards set out in the regulations, and monitor these bodies on an ongoing basis to ensure
compliance with these high standards.

Securities sector

206. For the securities sector NI -3D3 provides, for all CSA jurisctions, a formal requirement for

all registered dealers and advisers (including IIROC and MFDA members) to ensure that independent
di spute resolution services or mediation service
order to resolvecomplaints about any trading or advising activity of the firm or one of its individual
representatives.

207. Under the relationship disclosure requirements in N1@3, clients must be informed about their
right to access these dispute resolution or mediation services (See section 14.2). In addition, once a client
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makes a complaint, the firm is again, as soon as possible, required to provide the client with information
regarding how to contact and use the dispuselution or mediation services which the firm has made
available for its clients (NI 3103, sec. 13.15 (2); Québec Securities Act, s. 168.1.3).

208 Investors who are unable to resolve their dispute or complaintanitlROC or MFDA member

can take the dispute to the Ombudsman for Banking Services and Investments (OBSI). OBSI offers a free,

i ndependent and i mpartial resolution service anc
recommendations are notbindin but i nvestors may still pursue | e

Czech Republic
209 Relevant regulation Act No. 229/2002 Coll., on the financial arbitrator.

210 The financial arbitrator was established in 2003 as a body feoferdurt resolution of disputes
between consumers and financial institutions. The proceedings are free of charge for the consumer. The
decisions of the arbitrator are binding and enforcedltie.scope of authority of the financial arbitrator is
gradually being widened to currently include, besides payment services, consumer credit and collective
investment. Thanks to the compulsory nature of the proceedings, the financial arbitrator is keen t
effective. In the pilot project of voluntary ADR platform, conducted by the Ministry of Industry and Trade

of the Czech Republic from April 2008 to April 2010, out of 2370 filed consumer complaints, the trader
did not react at all or refused to paigigte in 1263 instances, gravely curbing the intended purpose of the
scheme.

France

211 Pursuant to article L316 of Financial and monetary code, all credit and payment institutions
have to participate toraediation procedure.

212 An alternative dispute resolution organization (mediation) is open if the recourse through the
internal complains handling has been unable to settle the dispute.

213 The decisions of the mediator have to be taken within twaths and are free of charges.
The decisions are not binding neither for financiavises providers nor consumeMediation procedure
suspends the prescription of the juridicdi@t

214 Should parties be unable to settle the dispute through mediation, they may take a court action
Findings and declarations collected during the mediation process cannot be used in subsequent court action
without the agreement of both parties.

215 A National Committee of the mediation in the France central Bank is in charge to examine all the
rapports issued by the different mediators and publishes each year a gipglt adout the mediation in
the banking sector (article L6425Monetary and financial code).

216 ACP the French supervisor request annual data from financial services provider on complains
handling procedure, typed volume of complains and use this information to organize its program of
control (Instruction n° 20:2-07).

217 In the event of a dispute relating to investor information, order execution-ife@d order

content ) , portfolio management and custody, the Fren
an outof-court settlement and avoid legal action. It does not act as lawyer for either party or as judge.
Before seeking assistance from the Ombudsman's Offiee,consumer must contact his financial
intermediary or the company in which he is a shareholder.
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218 The Ombudsman's Office cannot intervene if an AMF audit or enquiry is underway or if legal
proceedings have alrda been initiated. Accepting mediation in no way implies recognising fault or
liability.

219 Mediation is free of charge, confidential (the information and documents exchanged during the
mediation procedure,thenasne of t he parties involved and the Oml
disclosed), impartial (the Ombudsman acts entirely independently), quick (in principle, the mediation
process takes three months from the time when the parties provide the Ombudgnahtia@ necessary
information), norbinding (the Ombudsman makes a recommendation but the parties are free to reject it),

in accordance with law and equity (fair, equal and equitable).

Germany

220 Many creditinstitutions and the majority of insurers in Germany have voluntarily agreed to settle
possible disputes with the help of private mediators;atled ombudspersons. These conciliation boards

have been established within the industry associations of #peatve companies. Two privasav
institutions have been authorized by the government to act as conciliation boards for insurance and
insurance intermediaries. The ombudspersons themselves, however, are independent. The ombudspersons
are appointed for apecific period and may not, for instance, be dismissed prematurely simply because
they have adjudged a case to the company's disadvantage. In most cases, the ombudspersons are highly
gualified legal professionals, e.g. former federal judges. The pro¢ediga to be applied may differ

between the respective ombudspersons. The procedure is generally free of charge for the applicants. Some
ombudspersons are authorized to adjudge cases up to a specific amount in controversy (usually EUR
5,000); the rulingsre binding on the companies concerned. In contrast, some ombudspersons are merely
authorized to issue ndrinding recommendations.

Hong Kong

221 All financial institutions authorized by the HKMA and /or licensedtlhy SFC are members of
the FDRS and agree to abide by the rules and procedures in respect of the FDRS.

222 For the licensing condition for Als that they should become a member of the FDRS, pursuant to
section 168) of the Banking Ordinance and HKMA circular of 21 May 2012.

223 The FDRC, which commenced operation on 19 June 2012, is-prafihmaking organisation

which provides individual customers with an independent &ifotdable avenue, as an alternative to
litigation, for resolving monetary disputes with financial institutions. The FDRC administers a financial

di spute resolution scheme (FDRS) by way of nMe
unsuccessfulthe claimant may choose to arbitrate the dispute. The arbitral award rendered by the
independent arbitrator appointed by the FDRC will be binding on both parties. The details of the FDRS
and the Terms of Reference can be found at the FDRC wéBgitee FDRC will submit such information

within its knowledge relating to systemic issue and/or suspected serious misconduct cases to the HKMA.

224, The ICCB serves as an alternate dispute resolution scheme to offer dafrege complaints

service to the insuring publicirespect of their personal insurance contracts. The Insurance Claims
Compl aints Panel (ACompl aints Panel 06) was establi
of complaints between insureaad their policyholders or their beneficiaries and rightful claimants.

268 nttp://www.frdc.org.hk
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225 For insuranceelated financial services offered by Als, the complaints can be lodged with the
FDRC.

226 The FDRC administers a financi al di spute reso
Arbitration nexto. | f medi ation is wunsuccessful,
arbitral award rendered by the independent arbitrappointed by the FDRC will be binding on both

parties.

Hungary

227. The Financial Arbitration Board (FAB) is operated by the Hungarian Financial Services
Authority (HFSA) was set up in July 2011 and is a profesdiprindependent dispute (cof-court)
settlement body. FAB covers disputes between consumers and financial organisations to the conclusion
and performance of contracts in connection \lith servies supplied with a view to reaching an-ott
courtsettlement. To this end, the FAB attempts to reach a conciliation agreement or, failing this, to adopt a
decision in the case to enforce consumer rights simply and practically and under the principle of cost
efficiency.

Ireland

228 The Financial Services Ombudsman (FSO) is a statutory officer who deals impartially and
independently with unresolved complaints from consumers about their individual dealings with all
financial services providers.

229 The FSO is the arbiter of unresolved disputes and is independent and impartial from the
appointing authority or industry. The Central Bank and Financial Services Authority of Ireland Aet 2004
section 16 and schedules 6 and 7 estableslrimancial Services Ombudsman as an independent officer.

230 The FSO6s decision is binding on both parties
the power to award redress or compensation. The ahilipptrespond with the consumer is set out in
Section 57CD of the Central Bank Act 1942 which states:

fiThe Financi al Services Ombudsman may, i n the
periodically report to the complainant on the progress of the invekiigaind in doing so, may

make such comments to the complainant on the investigation and its consequences and

i mplications as that Ombudsman thinks fit.o

231 The FSOb6s services are prsoviTdheed wWerbesei toef ocfh atrh
defines the type of consumer who can lodge a complaint and sets out the type of financial service provider

which falls within the remit of the FSO6s invest:i
Italy
232 In Italy the law provides that there should be systems, in the banking and financial sector, for

resolving disputes out of court and they should be able to provide a simple and effective instrument for
consumer protection. In 2009 secondary legislatiorpeetl by the Bank of Italy established the Arbitro
Bancario Finanziario (ABF). All financial services providers have to adhere to the ABF.

233 The law establishes three basic principles:

1 the system must be rapid amcbnomical and must provide effective protection;
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1 the deciding body must be impartial and representative;
9 the right to recourse to other means of protection provided by law must be safeguarded.
234 The aims of tb ABF are:

9 to protect consumers when the amounts involved are small or the characteristics of the dispute
would make it difficult to go to court;

1 to help restore trust between financial services providers and their customers; and

1 to promote correct anttansparent relations, as intermediaries progressively comply with the
ABFO6s guidelines.

235 There is a fee which must be reimbursed by the financial services provider if the ABF finds in
favour (or even partly in favour) of the consumer.

236 The ABFO6s area of compet en edisputes(baakingand findncial t e d

transactions and services other than investment) and the amounts in question (which cannot exceed

U100, 000 if the consumer is claiming a suMetof mo
for the resolution of @ssborder disputes.

237. Dispute resolution is the responsibility of the panels, which are made up of five members
appointed by the Bank of Italy, three of whom chosen by the Bank itself and two nominated at the
suggestion, respectively, of the representative bodies of the intermediaries and the consumers. There are
specific requirements for nominees regarding experience, professionalism, integrity and independence.

238 The Bark of Italy acts as the secretariat for the panels through its own offices, which carry out
auxiliary and preparatory activities. Staff working for these offices receive ad hoc training. The decisions
themselves are the exclusive competence of the pankés.cdmpetent panel makes its decisions,
determining whether the claim of the consumer is grounded. The decision is made according to law, i.e. by
applying the provisions of laws and regulations and, where appropriate, codes of conduct to which the
financid service provider is a signatory. The provisions indicate that decisions are taken within a
maximum of 105 days, except when there is a period of suspension deliberated by the panels for
investigation purposes.

239 The ABFO6s decisions are not binding, but i f
the decision the consumer as established by the panel, a noticefaffinment is made public. Although
decisions are not binding, financial service prowsdaormally implement them (e.g. in 2011 only 2
decisions out of 1,109 were not implemented); furthermore decisions may help consumers file a case in
court.

240, In relation to disputes arising between investors diméncial intermediaries regarding
compliance with disclosure obligations, correctness and transparency as envisaged in the contractual
relations with customers and regarding investment or asset management services, the law has introduced
two possible ADRproceedings: conciliation and arbitration.

241 A petition to initiate the conciliation procedure may be presented exclusively by the investor
when, in relation to the dispute:

9 no other conciliation procedures haweeh initiated;
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1 a complaint has been presented to the intermediary to which a specific response was provided, a
period of 90 days or any shorter period set by the intermediary for handling the complaint has
elapsed without the investor having receivedspoese.

242 The conciliation procedure has to be carried out following the principles of being rapid,
concentrated and on a verbal basis. All its phases have to be confidential. The procedure also has to be
based orthe principles of impartiality and creesx a mi nat i on, not withstanding
hear the parties separately.

243 The Chamber ensures that the documents introduced into the conciliation procedeteaas w

any other documents submitted by the individuals that participate in the conciliation procedure in any
capacity or which are created during the procedure are adequately maintained and kept confidential. The
Chamber has to assess the eligibilityla# petition within 8 days of its submission and has to request the
petitioner to make any additions or corrections within an appropriate time period. Once the petition has
been declared admissible the Chamber has to invite the intermediary to accepictligioa attempt.

Within 10 days of the invitation being submitted by the Chamber, the intermediary notifies his agreement
to the conciliation attempt by the investor.

244, Once it has received the agreement byitlermediary to the conciliation attempt and verified

the basis for the initiation of conciliation on the basis of the documents produced by the parties, the
Chamber proceeds without delay to appoint a conciliator from those included on the list. In thaking
appointment, the Chamber applies the following criteria, on the basis of the principles of a fair distribution
of appointments and equal treatment of genders:

9 alocation close to the investor;

1 experience and competence acquired by the conciliattheospecific issues of the dispute in
guestion;

1 results of disputes previously assigned.

245, The Chamber communicates the appointment to the conciliator and the parties without delay.
Once the conciliator has reeed the appointment and the documentation produced by the parties, he/she
has to provide a declaration of acceptance within 5 days.

246. The parties have, in any case, the right to mutually agree and notify thd&hafnthe name of a
conciliator to whom the dispute should be assigned. The procedure is concluded within 60 days of the date
on which the request is filed. When an amicable agreement is reached, the conciliator prepares a report to
which he attaches thext of the said agreement. If no agreement is reached, the conciliator can prepare a
proposed conciliation. In any case, the conciliator prepares a conciliation proposal if the parties agree on a
request at any stage of proceedings. The conciliationopabgs notified to the parties in writing. The
parties shall provide the conciliator, in writing within 7 days, their acceptance or refusal of the proposal.
Failure to respond in time will mean that the proposal is considered to have been refused.

247. When a friendly agreement is reached or when all parties agree to the conciliator's proposal, a
report is prepared that must be signed by the parties and by the conciliator, certifying the signatures of the
parties or the fact that they were unable to .sigre agreement reached, including following the proposal,
may entail payment of an amount of money for each breach or failure to comply with the obligations set
out therein or for delay in their fulfilment.



248 Where conciliation fails, the conciliator prepares a report specifying any proposal(s) made; the
report is signed by the parties as well as the conciliator who certifies the signature of the parties or the fact
that they were unable to sign. This same rejgoalso used by the conciliator to note the failure to attend

the proceedings by the investor petitioner or by the intermediary who had agreed to the conciliation
attempt.

249 The charges for the use of the contitia service comprise the procedure'sigeiexpenses and

are payable to Consob. The fees vary from a minimum of 43 Euros to a maximum of 4,600 euro,
depending on the value of the dispute. Arbitration administered by the Chamber is a form of legal
proceedngs governed by the provisions of this regulation and by article 806 and following of the Italian
Code of Civil Procedure.

250 There are two different types of arbitration: full and fast track. Unlike full arlmtrafasttrack
proceedings merely aim to compensate the equity damages suffered by the investor as a result of
intermediary default in terms of disclosure, correctness and transparency obligations envisaged in
contractual relations with investors. Alsogttecision made by the arbitrator in the fast track procedure
has to be based solely on evidence submitted in advance by the parties when applying for arbitration. In the
case of full arbitration, the decision must be pronounced within 120 days of aceeptdhe appointment

of the arbitrator. In the case of fast track arbitration, parties must appear before the arbitrator no later than
15 days from the date of acceptance. During the hearing, the arbitrator has to verify adversarial regularity,
freely interrogate the parties and, based on the facts submitted, has to ask the parties for clarification as
necessary and has to indicate official matters deemed appropriate for negotiation.

251 On conclusion of negotiatis, without prejudice to special circumstances calling for a new
hearing within the following 20 days, the arbitrator has to invite the parties to specify conclusions. Within
20 days of the specification of conclusions, the arbitrator has to pronourfcetltkecision on the basis of
documents submitted and taking into account elements emerging during the hearing. The fees may vary
from a minimum of 600 Euros to a maximum of 76, 000 euro, depending on the value of the dispute and
the fact that the arbitrar is a single person or a panel

Japan

252 Under the new financial ADR system that Japan introduced in April 2010, organizations in
charge of ADR, call ed fidi sput e r es odfuhe ibusinessor gan
categories, namely banks, securities companies, and insurance companies, etc. After receiving applications,
the JFSA designates organizations with the requir
Once a designated disputesolution organization is established, a financial institution must conclude a
master agreement regarding execution of proceeding with the designated dispute resolution organizations.
On the other hand, in cases where there are no designated disputigoresofanizations in an industry,

financial institutions shall take measures equivalent to those of ADR.

253 Dispute resolution committees are made up of experts with sufficient knowledge and experience,
including attorneys, and consumer consultants. Also, designated dispute resolution organizations are
required to take measures to ensure independence and impartiality. Designated dispute resolution
organizations encourage both financial institutions and consumeretac h a settl ement or
medi ati on proposalso that, in principle, financi
well as consumers where necessary, bear the expenses of dispute resolutions. Designated dispute resolutio
organizations shall make a policy regarding the pricing or the calculation method in advance, considering
that financi al burdens on customers are reasonabl
resolution.
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Mexico

254, In Mexico Title V of the LPDUSF describes the arbitration process that users can seek when they
are not satisfied with the response to their complaint. Condusef or a third party suggested by Condusef can
act as arbitrator. The arbitrafi process is voluntary. In case that the resolution of the arbitration process is
against the financial services provider, it has 15 working days to comply with it. The arbitration process
established in the LPDUSF is voluntary, and the experience basghat financial services providers

have no incentives or interest in participating in this process; they prefer to go to court because it is rare
that a user will go to court (given the costs (time and money) that this process represents).

Portugal

255 In Portugal, Decree Law No. 146/99 of 4 May establishes a framework for the creation of private
entities that may provide out of court settlement of consumer disputes and whose decision may, in some
circumstances, heinding on the professional providing the product/service.

256. Furthermore an arbitration framework is established under Law No. 63/2011 of 14 December
(Voluntary Arbitration Law) and Decreeaw n° 425/86 of 27 Deceber (on Arbitration Centers).

257. In what regards banking products and services in specific, the providers of payment services and
e-money services are obliged to give their customers the chance to resolve dispuigls arbitration and

when the dispute is O 5.000 euro, by adhering t
two bodies responsible for eaf-court settlement of consumer disputes. These obligations steam from the
transposition ofhe EU Payment Services anéhtbney Directives.

Spain
258 Relevant regulation
 Art.30.1FSRE®iI Pri nci ples governing supervisorsod con

259 The organization and uncti oni ng of supervisors6 compl ai
principles of independence, transparency, adversariality, efficacy, legality, liberty and representation.

260 A onestopshop method appliestotBeu per vi sorsdé compl aint depart
three departments getting a complaint, claim or consultation for which it actually has no competence is
obliged to personally redirect it to the competent department.

261 Supervisorsd compl aint departments inform th
serious or repeated violation by the same entity.

262 Deci si ons i ssued by t he s anp et \binding fos flnanaab mp | a
institutions, which only have the obligation to i
agree or not with the decision, and are not subject to appeal.

%9 Financial System Reform Layley 44/2002, de 22 de noviembre, de Medidas de Reforma del Sistema
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South Africa
Collective investment schemes
263 GN 910 of 2010
Capital markets
264 JSE Equities Rules
i Section 11.40 Redress
9 Section 11.70 Applicability of dispute resolution rules
9 Section 11.100 Consideration by an Ombud
265 Strate Rules
9 Section 10 Resolution of disputes
Pension sector
266. In terms of pensions law any aggrieved members or funds can lodge complaints with the pension
fundsadjudicator. The adjudicator also has a separate conciliation unit to speedily resolve complaints. In
addition, an aggrieved party may approach the High Court to take the determination issued by the pension
funds adjudicator on review.
267. Appeals are frequently lodged against determinations and in many cases the determination has
been set aside. This is a costly process and members cannot afford to appeal against determinations or
defend rulings in their favour in mg cases.
Financial advisory and intermediary services
268 FAIS Act. S20i Provides for the establishment of a statutory ombud for financial services.
269 Financial Services Obud Schemes Act, 2004 (FSOS Act). This Act provides for
the recognition of voluntary financial services ombud schemes;

minimum requirements for recognition of such schemes;

promotion of consumer education with regard to ombud schemes;

=A = =4 =

co-ordinattion ofthe activities of ombuds of recognised schemes with the activities of the two
statutory ombud schemes (Pension Funds Adjudicator and the Ombud for Financial Services
Providers);

1 development and promotion of best practices for complaint resolution;

1 the Ombud for Financial Services Providers to act as a statutory ombud in certain cases and to
provide for matters connected therewith;
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