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CHAPTER 1
DEFINITIONS AND GENERAL PRINCIPLES

1. Definitions

In this Schedule “the Act” means the Collective Investment Schemes Control Act, 2002 (Act
No. 45 of 2002) and any word or expression to which a meaning has been assigned in the Act
bears the meaning so assigned to it, and -

“board” means the board of directors of a manager;

“complaint” means an expression of dissatisfaction by a person relating to a product or

service provided by the manager, or to an agreement with the manager in respect of its

products or services, which indicates or alleges, regardless of whether such an expression of
dissatisfaction is submitted together with or in relation to aquery, that—

(a) the manager or its service provider has contravened or failed to comply with an
agreement, alaw, a rule or code of conduct which is binding on the manager or to which
it subscribes;

(b) the manager or its service provider's maladministration or wilful or negligent action or
failure to act, has caused the person harm, prejudice, distress or substantia
inconvenience; or

(c) the manager or its service provider has treated the person unfairly;

“complainant” means a person that submits a complaint and includes -

(a) an investoror an investor’s successor in title;

(b) beneficiary or the beneficiary’s successor in title;

(c) personthat pays a premium in respect of an investment;

(d) member;

(e) a potential investor whose dissatisfaction relates to the application, approach,
solicitation or advertising or marketing material,

who has a direct interest in the agreement, investment or service to which the complaint
relates, or a person acting on behalf of aperson referred to in paragraphs (a) to (e);

‘independentdirector” is anon-executive director who -

(a) isnotarepresentative of a significant owner who has the ability to control or significantly
influence management or the board;

(b) does not have adirect or indirect interest in the manager, holding company or subsidiary
in a consolidated group within the company, which exceeds 5% of the group’s total
number of shares in issue;

(c) doesnot have a direct or indirect interest in the manager which is less than 5% of the
group’s total number of shares in issue, but is material to his/her personal wealth;

(d) has not been employed by the manager, holding company or a subsidiary in a
consolidated group which the manager is part of in any executive capacity, or appointed
as the designated auditor or partner in the group’s external audit firm, or senior legal
advisor, for the preceding three financial years;

(e) is not a member of the immediate family, as defined in the Companies Act, of an
individual who is, or has during the preceding three financial years, been employed by
the manager or the group in an executive capacity;

(f) isnota professional adviser to the manager, holding company or the consolidated group,
other than a director;



9)

(h)

is free from any business or other contractual relationship which could create an
impression of an existence of a perceived or real conflict of interest that may influence
or interfere materially with the individual’s capacity to act in an independent manner; or
does not receive remuneration contingent upon the performance of the holding
company, subsidiary or consolidated group;

“key person” has the meaning assigned to such termin the Financial Sector Regulation Act,
2017 (Act No. 9 of 2017);

“non-executive director” means an individual who is not involved in the day-to-day
management of the manager or has not been so involved at any time during the preceding 12
months;

“official website” means the website of the Authority;

“management” means persons, other than directors, who make or participate in making
decisions that -

affect the whole or a substantial part of the business of the manager; or

have the capacity to affect significantly the financial standing of the manager; and

(a)
(b)

“significant owner” has the meaning assigned to such term in the Financial Sector
Regulation Act, 2017 (Act No. 9 of 2017); and

“website” has the meaning ascribed to it in section 1 of the Electronic Communications and
Transactions Act, 2002 (Act No. 25 of 2002).

2.

(1)

(2)

3

General principles

A manager must at all times conduct its business in a way that —

(a)
(b)
(c)

protects the interests of investors;
promotes the fair treatment of investors; and

supports trust and confidence in the collective investment schemes industry.

When fulfilling its obligations in subparagraph (1), a manager must—

(a)
(b)
(c)

(d)
(e)
(f)

conduct its business with integrity and transparency;

conduct its business honestly, fairly, with due skill, care and diligence;

identify and promote a corporate culture that takes into account ethics and aims to
ensure that the fair treatment of investors is central to the values and corporate
culture of the manager;

organise and control its affairs responsibly and effectively;

maintain adequate financial and other resources; and

deal with the Authority in an open and cooperative manner.

A manager must have and maintain appropriate policies and procedures to ensure the
fair treatment of its investors and potential investors. The fair treatment of investors and
potential investors encompasses achieving at least the following outcomes:
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)

(2)

4.

(1)

(2)

(a)

(b)

(c)

(d)

(e)

(f)

(9

Treating investors and potential investors fairly is central to the corporate culture
of the manager;

portfolios are designed, marketed and sold to meet the needs of identified types,
kinds or categories of investors and are targeted accordingly;

investors and potential investors are provided with clear information and kept
appropriately informed before, during and after point of sale;

all financial services providers or employees used by the manager to give advice-

(i) are appropriately qualified and skilled to give advice;

(i)  take account of investor circumstances when providing advice; and

(i) have sufficient knowledge of the relevant portfolios that they recommend to
investors;

the portfolios (including portfolio performance) of the manager meet the
expectations of the investors as they have been led to believe;

the service of the manager is of an acceptable standard and what investors have
been led to expect; and

investors do not face unreasonable post-sale barriers, including to switch to other
portfolios or to redeem their investments, or to make a complaint.

CHAPTER 2

CORPORATE GOVERNANCE AND CULTURE

Obligations ofthe board

The board of a manager is accountable for compliance with the requirements of this
Conduct Standard.

The board of a manager -

(a)

(b)

(c)

must endorse and is ultimately responsible for the governance and corporate
culture within the manager;

must endorse and is ultimately responsible for the establishment, implementation,
subsequent reviews of, and continued internal compliance with, governance
arrangements within the manager; and

must ensure that the identified corporate culture and governance arrangements
are appropriately embedded in the manager.

Governancearrangements

A manager must adopt, document, implement, and monitor the effectiveness of,
governance arrangements (which includes policies and procedures) that are reasonably
necessary to ensure adherence to the requirements in this Conduct Standard.

The governance arrangements referred to in subparagraph (1) must at least —



(1)

(2)

(a)
(b)
(c)

(d)

(e)

(f
(9

promote accountability of directors and key persons;
be approved by and be subject to the oversight of the board of the manager;

ensure that key persons possess the necessary skills, knowledge and expertise to
fulfil their functions, and perform those functions fairly, and with integrity, honesty,
and due skill, care and diligence;

provide for mechanisms to identify and, where appropriate, remove persons whose
conduct materially increases the risk of the manager not complying with this
conduct standard;

be proportionate to the nature, size, scale and complexity of the risks and business
of, and activities performed by, the manager;

demonstrate how the manager will comply with this conduct standard;
address, as a minimum -

() roles, responsibilities and duties of the board and key persons;

(i) record keeping, including to ensure that it maintains proper records in
accordance with section 4(4)(b) of the Act;

(i) communication with the Authority;

(iv) management processes and responsibilities, and financial and system
procedures to ensure that the manager is able to report in terms of the
applicable accounting requirements;

(v) riskand compliance management, and

(vi) internal control structures and procedures to ensure it provides for, amongst
others -

(aa) management and monitoring of the relevant system or systems in use;

(bb) segregation of duties and roles and responsibilities where such
segregation is appropriate from an operational risk mitigation
perspective;

(cc) appropriate documentation relating to business processes, policies and
controls, and technical requirements;

(dd) system application testing;

(ee) disaster recovery and back-up procedures on electronic data;

(ff) appropriate training for all staff regarding the requirements of relevant
legislation; and

(9g) abusiness continuity plan;

(vi) arrangements relating to conflicts of interest.

Board composition and directors

A manager must have a board comprised of a minimum of four directors, and -

(a)
(b)
(c)

half of the directors must be non-executive directors;
the majority of the non-executive directors must be independent directors; and

at least one of the directors must be an executive director.

The total number of directors to be appointed by a manager must be determined in the
founding documents of the manager.



(3)

4)

(5)

(6)

(7

)

(2)

Any person appointed as an executive director of the board of a manager must be a
resident of the Republic of South Africa.

An application for approval of a director as referred to in section 42 of the Act must be
submitted to the Authority in the form and manner determined by the Authority by notice
on the official website Act.

A manager must obtain prior written approval, in the manner and form determined by
the Authority, for any change in the composition of the board.

A manager must inform the Authority within 30 days of the resignation or termination of
appointment of a director, with reasons for such resignation or termination provided by
the director affected, in the manner and form determined by the Authority by notice on
the official website.

A manager must review the composition of its board at least annually to ensure
compliance with this Conduct Standard.

Trustee or Custodian

An application for registration of a trustee and/or custodian as referred to in sections
68(2) and 69 of the Act must be submitted to the Authority in the form and manner
determined by the Authority by notice on the official website, and must contain the
requisite documents demonstrating that the trustee meets the requirements of section
69 of the Act.

A manager must satisfy itself that a trustee or custodian appointed by the manager -
(a) is competent, to performthe functions as described in the Act;

(b) has the ability and capacity to performits functions; and

(c) has adequate resources, systems, processes and procedures to perform the
functions of atrustee or custodian effectively.

CHAPTER 3

FIT AND PROPER REQUIREMENTS

7. Fitand properrequirements

)

(1)

The fit and proper requirements for managers and related persons are —

(a) personal character qualities of honesty, integrity and good standing, as set out in
paragraph 8; and

(b) competence, as set out on paragraph 9.

Honesty, integrity and good standing

A key person of amanager and related person must be a person who is -

(a) honestand has integrity; and
(b) of good standing.



(2)

3

In determining whether aperson complies with subparagraph (1), the Authority may refer
to any relevant and reliable information in the possession of the Authority or that is
brought to the attention of the Authority by any person.

Without limiting the generality of subparagraphs (1) and (2), the presence of any of the
following factors constitutes prima facie evidence that a person does not meet the
requirements in terms of subparagraph (1): If that person-

(a) has been found guilty (and that conviction has not been expunged) in any criminal
proceedings or liable in any civil proceedings by a court under any law in any
jurisdiction of-

() an offenceunderalaw relating to the regulation or supervision of afinancial
institution as defined in the Financial Institutions (Protection of Funds) Act,
2001 (Act No. 28 of 2001) or a corresponding offence under the law of a
foreign country;

(i)  theft, fraud, forgery, uttering a forged document, perjury or an offence
involving dishonesty, breach of fiduciary duty, dishonourable or
unprofessional conduct; or

(i) an offence under the Prevention of Corruption Act, 1958 (Act No. 6 of 1958),
the Corruption Act, 1992 (Act No. 94 of 1992) or Parts 1 to 4, or section 17,
20o0r 21, of the Prevention and Combating of Corrupt Activities Act, 2004 (Act
No. 12 of 2004), or a corresponding offence under the law of a foreign
country;

(b) has been convicted (and that conviction has not been expunged) of any other
offence committed after the Constitution of the Republic of South Africa, 1996, took
effect, where the penalty imposed for the offence was or may be imprisonment
without the option of afine, or asignificant fine;

(c) has accepted civil liability for, or has been the subject of a civil judgment in respect
of, theft, fraud, forgery, uttering a forged document, perjury or an any conduct
involving dishonesty, breach of fiduciary duty, misrepresentation, or negligent,
dishonourable and unprofessional conduct;

(d) has been the subject of frequent or material preventative, remedial or enforcement
actions by the Authority or aregulatory authority;

(e) has beenremoved from an office of trust for theft, fraud, forgery, uttering aforged
document, misrepresentation, dishonesty, breach of fiduciary duty or business
conduct;

(f)  has breached a fiduciary duty;

(g) has beensuspended, dismissed or disqualifiedfromacting as a director, managing
executive, public officer, auditor or statutory actuary (or his or her alternate) under
any law or any action to achieve one of the aforementioned outcomes has been
instituted against the person;

(h) has been refused a registration, approval, authorisation or licence to carry out a
trade, business or profession, or has had that registration, approval, authorisation
or licence suspended, revoked, withdrawn or terminated by a regulatory authority;



4)

)

() has been denied registration or membership of any professional body or has had
that registration or membership revoked, withdrawn or terminated by aprofessiona
body because of matters relating to honesty, integrity, or business conduct;

() has beendisciplined, reprimanded, disqualified, or removed in relation to matters
relating to honesty, integrity, incompetence or business conduct by a—

(i) professional body; or

(ii) regulatory authority,
or any action to achieve one of the aforementioned outcomes has been instituted
against the person;

(k) has knowingly been untruthful or provided false or misleading information to, or
been uncooperative in any dealings with, the Authority or aregulatory authority;

(D  has demonstrated a lack of readiness and willingness to comply with legal,
regulatory or professional requirements and standards;

(m) has been foundto be not fit and proper by the Authority or aregulatory authority in
any previous assessments of fithess and propriety and the reasons for being found
not fit and proper have not been remedied,;

(n) has beeninvolved oris involved as a director, trustee, member, partner, controlling
significant owner or managing executive, or is concerned in the management, of a
business that has been —

(i) the subject of any matter referredto in subparagraphs (a), (b), (c), (d), (f), (h),
()(ii), (k), (1), (m), or (0); or

(ii) placed in liquidation or business rescue;
while that person has been connected with that organisation or within one year of
that connection; or

(o) has failed to disclose information required to be disclosed in terms of the Act,
including a failure to disclose information in accordance with this paragraph.

A manager must obtain prior written approval for the appointment of key persons, in the
manner and form determined by the Authority, by notice on the official website.

A key person must, in his or her application to the Authority, be candid and accurate and
must of his or her own accord disclose all facts or information at his or her disposal or
which may be accessible to the applicant and which may be relevant for purposes of a
decision by the Authority whether the applicant complies with subparagraph (1).

(6) A key person of a manager must ensure that all information provided in support of the

9.

(1)

application referredto in subparagraph (4), including the application forms completed by
the proposed key persons is true and accurate.

Competence

A manager must have key persons with adequate, appropriate and relevant skills,
knowledge and expertise in relation to collective investment schemes.

10



(2)

3

4)

(5)

10.

)

(2)

A manager must ensure that there are persons with sufficient experience and expertise
in the areas of collective investment schemes, risk management, compliance, legal and
accounting amongst its management and directors.

In determining whether there is sufficient expertise and experience as referred to in
subparagraph (2), the Authority must have regard to, amongst others, the following
matters:

(a) The past experience or expertise of the relevant individual(s);

(b) the skills and experience to operate and manage, where applicable, the activities
of the manager; and

(c) thetechnical knowledge and ability to performprescribed duties for which aperson
has been engaged, including relevant professional qualifications and membership
of relevant professional organisations.

A manager must, when considering a person for appointment as a director, satisfy itself
that -

(a) the proposed director will be in a position to fulfil his or her duties to the manager;
and

(b) any other commitments that the proposed director may have will not interfere with
or impair that proposed director’s ability to perform his or her duties.

In considering a person for appointment as a member of management, the manager
must satisfy itself that, in relation to the duties such person must perform, such person
has -

(a) satisfactory educational qualifications;

(b) relevant skills and knowledge;

(c) adequate practical experience in the administration of a collective investment
scheme;

(d) adequate experience in the making of investments; and

(e) adequate practical experience in the administration, management or oversight of
a financial services business.

CHAPTER 4
RISK AND COMPLIANCE MANAGEMENT
Risk management

A manager must conduct its business in a manner that ensures proper management of
risk by establishing arisk management framework relevant to the business.

A manager must have a detailed risk management strategy and plan in place that is
appropriate to the nature, scale and complexity of its business, which provides for,
including but not limited to, business risks, regulatory compliance risks, financial risks
and operational risks.

11
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4)
)

11.

A manager must for as long as it remains registered ensure that it performs a periodic
evaluation of its risk management strategy and plan to ensure proper management of
risk.

The evaluationreferredto in subparagraph (3) mustbe performed at least once annually.

A manager must at all times have and effectively employ resources, procedures and
appropriate technological systems that can reasonably be expected to eliminate the risk
that investors may suffer financial loss through theft, fraud, other dishonest acts, poor
administration, negligence, professional misconduct or culpable omissions, and to
protect the interests of investors.

Liquidity Risk Management

A manager must —

(a)

(b)

(c)

(d)

(e)

()

(9)

(h)

(i

()

(k)

0]

establish an effective liquidity risk management process that is compliant with the Act
and liquidity requirements;

set appropriate liquidity thresholds which are proportionate to the redemption
obligations, liabilities and potential liabilities of the portfolio;

carefully determine a suitable dealing frequency for participatory interests;

ensure that the dealing arrangements are appropriate for its investment strategy and
underlying assets throughout the entire life cycle of the portfolio, starting at the design
phase of such portfolio;

ensure that liquidity risk and its liquidity risk management process are effectively
disclosed to investors;

be able to incorporate relevant data and factors into the liquidity risk management
process in order to create arobust and holistic view of the possible risks;

conduct ongoing liquidity assessments in different scenarios, which could include
portfolio level stress testing in line with regulatory guidance;

ensure that it will have access to, or can effectively estimate, relevant information for
liquidity management;

put in place and periodically test contingency plans with an aim to ensure that any
applicable liquidity management tools can be used where necessary, and if being
activated, can be exercised in aprompt and orderly manner;

consider the implementation of additional liquidity management tools to the extent
allowed by the Act and regulations, in order to protect investors from unfair treatment,
amongst other things, or prevent the portfolio from diverging significantly from its
investment strategy;

disclose its liquidity risk and its liquidity risk management process to investors and
prospective investors;

ensure that its liquidity risk management process is supported by strong and effective
governance;

12



(m) effectively perform and maintain its liquidity risk management process;
(n) regularly access the liquidity of the assets held in the portfolio;
(o) integrate liquidity management in investment decisions; and

(p) ensure that its liquidity risk management process facilitate s the ability of the responsible
entity to identify an emerging liquidity shortage before it occurs.

12. Compliance Function

(1) A manager must establish, implement and maintain a permanent and effective
compliance function separate from its investment management function to ensure
ongoing compliance with the Act.

(2) A manager must at all times ensure that its compliance function -

(a) will be able to operate independently and objectively from the other operations of
the manager;

(b) has adequate resources available to ensure proper compliance monitoring of the
collective investment scheme’s business; and

(c) has acompliance strategy, including acompliance monitoring plan in place.

(3) A manager must appoint and at all times have a head of a compliance function who is
responsible forensuring compliance with regulatory requirements under the Act and who
has direct access to the board of directors without interference.

(4) A manager may not appoint any of its directors as the head of the compliance function.

(5) The head of the compliance function and any person appointed in the compliance
function must have the necessary compliance and collective investment schemes
experience, skills as well as competence to enable him or her to perform his or her
functions properly.

(6) The manager must, on request by the Authority, be able to provide in writing information
demonstrating —

(&) how the head of the compliance function or any person appointed in the
compliance function gained appropriate knowledge of the Act; and

(b) how it has complied with the requirements in this paragraph.
CHAPTER5
APPLICATION FOR APPROVAL OF AUDITOR AND AUDIT COMMITTEE
13. Application forapproval of auditor
An application for approval of the appointment of an auditor as referredto in section 73(3) of

the Act must be submitted to the Authority inthe formand manner determined by the Authority
by notice on the official website.

13
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)

(2)

(3

4)

©)

(6)

(7

(8)

9)

Establishment of an Audit Committee

Subject to subparagraphs (2) and (8), a manager must establish an audit committee to
assist the board to evaluate and satisfy itself regarding -

(a) theintegrity and ability of the management it has appointed; and

(b) the adequacy and efficiency of internal financial and other controls, accounting
practices, information and reporting systems and auditing process.

Where a manager is part of a group of companies that has an audit committee for the
group of companies, amanager may make use of existing group’s audit committee.

An audit committee of a manager must carry out the necessary examinations and
verifications and must report its findings on aregular basis to the board.

An audit committee of a manager must function effectively as part of the overall control
process and must have appropriate authority and credibility in relation to the manager.

Subject to the provisions of subparagraphs (6) and (7), the board of a manager must
appoint at least three of its members to serve as members of the audit committee.

The functions of the audit committee are to-

(a) assist the board in its evaluation of the adequacy and efficiency of the internal
control systems, accounting practices, information systems and auditing
processes applied by amanager in the day-to-day administration of its business;

(b) facilitate and promote communication regarding the matters referred to in item (a)
or any other related matter between the board and the executive officers of, the
external auditor for, and the employee charged with the internal auditing of the
transactions of the manager; and

(c) introduce such measures asin the audit committee's opinion may serve to enhance
the credibility and objectivity of financial statements and reports prepared with
reference to the affairs of the manager.

The audit committee may be comprised of persons who may be employees of the
manager. The majority of such members mustnot be persons employed by the manager.

The board of a manager does not have to appoint an audit committee if the member is
a member of agroup of companies in respect of which group annual financial statements
are required to be made out in terms of section 288(1) of the Companies Act,2008( Act
No.71 of 2008), provided an audit committee has been appointed for the holding
company in that group and such audit committee has assumed the responsibilities of an
audit committee in respect of all the subsidiaries in that group.

A manager must within 30 days from the date of registration as a manager informthe
Authority whether it has established an audit committee which is in operation and if an
audit committee is —

(a) in operation, submit to the Authority in summary form, details of the composition,
responsibilities and operations thereof;

14
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)
(2)

16.

(b) notin operation, indicate the steps contemplated for the implementation thereof and
the proposed operative date when the details of its composition, responsibilities and
operations will be submitted to the Authority.

CHAPTER 6

FINANCIAL SOUNDNESS AND OPERATIONAL ABILITY

Financial soundness of significantowners
A manager must ensure that its significant owner(s) is at all times financially sound.

For the purposes of subparagraph (1), a significant owner is not financially sound if such
significant owner-

(a) does not have adequate financing or future access to capital;

(b) is notable to oris likely to be able to meet any of his, her or its liabilities; or

(c) has been the subject of a civil judgment in respect of unpaid debts which debt
remains unpaid or is the subject of any pending proceedings which may lead to

such a judgment.

Financial Soundness of Managers

A manager must at all times maintain its business in a financially sound position by-

17.

)

(2)

(3

(a) maintaining assets that are sufficientto meet its liabilities; and

(b) conducting its business to ensure that it is able to meet its liabilities and capital
requirements, as prescribed.

Operational ability
A manager is responsible for the operations of a collective investment scheme and must
ensure that it has and maintain the necessary skills, resources and systems to operate

the scheme effectively.

A manager must always ensure that it has in place —

(a) appropriate systems and controlsto enable it to meet its regulatory obligations; and

(b) general administration processing, accounting transactions and risk control
measurements to ensure accurate, complete and timeous processing of data,
information reporting and the assurance of data integrity.

A manager must -

(a) have and maintain a principal office in the Republic;

(b) have adequate storage and filing systems for the safe-keeping of records, business
communications and correspondence;

15
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)

18.

)

(2)

(3

4)

(c) keeprecords,includingrecordsreferredtoin section4(4)(b) ofthe Act, for a period
of at least five years;

(d) have adequate access to communication facilities, including a full-time telephone
or cell phone service;

(e) establish and maintain a public website; and

(f)  establishwritten policies and procedures and implement and sustain the necessary
systems to ensure full compliance with the FIC Act.

A manager must —
(&) maintain administration systems to be used for the administration of the scheme;

(b) obtainannual confirmation froman independent auditor that its systems as referred
to in subparagraph (a) are capable of administering the scheme effectively; and

(c) provide the annual confirmation referredto in item (b) to the Authority within three
months of its annual financial year-end.

A manager must submit the report contemplated in subparagraph (4) —

(a) in accordance with procedures and control objectives determined by the Authority by
notice on the official website; or

(b) in the absence of a determination by the Authority, in accordance with procedures
and control objectives agreed upon by the manager and the auditor.

CHAPTER 7
APPROVAL AND AMENDMENT OF PORTFOLIOS

Approval of a Portfolio of a Collective Investment Scheme

A manager may have any number of portfolios in its scheme and may only establish
additional portfoliosin a scheme by way of a supplemental deed submitted with the
application to the Authority in terms of the Act.

Application for approval of an additional portfolio referred to in paragraph 19(1) must be
submitted to the Authority in the form and manner determined by the Authority by notice

on the official website for such approval.

A manager must ensure that a new portfolio is not similar to or conflicts with another
portfolio of the manager.

The investment objective and the investment policy which include the type of the

securities and the investment strategy of a new portfolio must be clearly stipulated in the
supplemental deed.
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(5)

(6)

(")

(8)

9)

A manager must demonstrate what testing has been carried out to verify the ability of
the investment policy and strategy to achieve the objectives of the new portfolio.

The portfolio must distribute income at least once a year and adhere to the provision of
the deed in this regard.

A manager must ensure that the name of a new portfolio -
(a) is transparent, not misleading or conflicts with the name of another portfolio;

(b) includesthe name of the manager and the type of portfolio, unlessitis an incubator
portfolio; and

(c) is aligned to the investment objective, policy and strategy of the portfalio.

An application by the manager for approval of a portfolio mustbe in the formand manner
determined by the Authority on the official website and include, amongst others, the
following -

(a) motivation and reasons for the application for a new portfolio which demonstrate
why the portfolio is considered appropriate to launch into the market; and

(b) a detailed five-year feasibility study in respect of the portfolio outlining the
following-

() the target market and the suitability of the portfolio for the target market
motivating how the manager considered the suitability of the typical investor
profile and includes, but not limited to, an investor’s attitude to risk and
investment time horizon;

(i) the controls put in place by the manager to ensure that the portfolio is
marketed and sold to the intended target market;

(iii)  how the portfolio will be distributed to the target market;

(iv) details of arrangements with third parties (distributors, platforms, etc.) to
distribute the portfolio;

(d) the manager’s strategic objective for the portfolio;

(v) whether the management of the portfolio includes or implies a benchmark;
and

(vi) thefinancial viability of the portfolio indicating projected inflows and adetailed
income and expense statement.

A manager must ensure that an application for a new portfolio contains the information
reqguested in the application form and includes-

(a) aproformasupplemental deed;

(b) auditor’s report that the manager has got the required seed capital available to be
invested,

(c) a letter from the administration system’s provider confirming the ability of the
system(s) to provide services for the additional portfolio;

(d) an application for approval of delegation of functions, where applicable; and

(e) thefeesthat will be charged by the manager and the method of the calculation of
the fees;
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(10)

(11)

(12)

(13)

(f) thedifferent classes of participatory interests to be provided at launch;
(9) whether the portfolio will be offered as a tax free investment; and
(h) the name of the investment manager.

Subject to subparagraph (11), amanager must ensure that it launches a portfolio within
six months of the date of approval of the portfolio.

Where a manager is unable to launch the portfolio within the time period referred to in
subparagraph (10), the manager must before expiry of the time period provide the
Authority with reasons for the failure to launch and reasons why the approval of the
portfolio should not be withdrawn, and if the Authority is -

(a) satisfied with the reasons provided by the manager, it must launch the portfolio
within the further periodthat may be determined by the Authority by notice to the
manager; or

(b) not satisfied with the reasons provided to it, the manager must apply to deregister
the portfolio by means of a supplemental deed for the cessation of the portfolio.

A manager-

(a) must ensure that the assets included in each portfolio are protected from creditor
claims; and

(b) may not permit the assets of one portfolio to be used to meet the liabilities of any
other portfolio.

Any amendment to a provision of the portfolio as determined in its supplemental deed
must be dealt with by means of completing and submitting the application form
determined by the Authority by notice on the official website.

19. Amendment of a portfolio

)

(2)

3

4)

()

Where application is being made for the amendment of a deed in relation to a portfolio
in terms of section 98 of the Act, the applicant must provide the information requested
in the application form for such approval.

A manager must, when amending a portfolio, ensure the interests of investors are
protected and if required obtain the consent of the investors in the manner determined
in the deed.

A manager must communicate a decision to amend a portfolio to the relevant investors
in the portfolio in amanner agreed with the Authority.

A manager must, when amending a portfolio, offer investors the choice to redeem
without charging management charges relating to such redemption and provide the
possible taxation consequences of such redemption.

The manager must ensure thatit takes into account all the relevant principles determined
for considering an additional portfolio.

CHAPTER 8

18



CONFLICTS OF INTEREST AND COMPLAINTS MANAGEMENT

20. Conflicts of Interest

(1) A manager must have and maintain an effective conflict of interest policy which is
appropriate to the size, nature, scale and complexity of its business and such policy must
seek to prevent, identify, eliminate, manage or disclose any actual or potential conflict
of interest between the manager’s interests and the interests of investors.

(2) Criteriafor identification of conflicts of interest must include the following -

(a)

for purposes of identifying the types of conflict of interestthat arise in the course
of providing services and activities and whose existence may damage the interests
of a scheme or portfolio, managers must take into account, by way of minimum
criteria, the question of whether the manager or a relevant person, or a person
directly or indirectly linked by way of control to the manager, is in any of the
following situations, whether as a result of providing portfolio management
activities or otherwise:

() The manager or that person is likely to make a financial gain, or avoid a
financial loss, at the expense of the scheme or portfolio;

(i)  the manager or that person has an interest in the outcome of a service or an
activity provided to the scheme or portfolioor another client or of atransaction
carried out on behalf of the scheme or portfolio or another client, which is
distinct from the scheme or portfolio interest in the outcome;

(i) the manager or that person has a financial or other incentive to favour the
interest of another client or group of clients over the interests of the scheme
or portfolio;

(iv) the manager or that person receives or will receive from a person other than
the scheme an inducement in relation to portfolio management activities
provided to the scheme or portfolio, in the form of monies, goods or services,
other than the standard commission or fee for that service.

(3) A conflict of interest policy must include -

(a)
(b)
(c)

(d)
(e)
(f)
(9)

mechanisms for the identification of conflicts of interest;

the circumstances which constitute or may give rise to a conflict of interest;
measures for the avoidance of conflicts of interest, and where avoidance is not
possible, the reasons therefore and the measures for the mitigation of such
conflicts of interest;

measures for the disclosure of conflicts of interest;

processes, procedures and controls to facilitate compliance with the policy;
consequences of non-compliance with the policy;

where the manager is a member of a group, any circumstances of which the

manager is or should be aware of which may give rise to conflict of interest resulting
fromthe structure and business activities of other members of the group.
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4)

)

(6)

(7

(8)

9)

(10)

The procedures and the measuresfollowed by a manager to manage conflicts of interest
must be designed to ensure that relevant persons engaged in different business
activities involving a conflict of interest carry on those activities at a level of
independence appropriate to the size and activities of the manager and of the group to
which it belongs and to the materiality of the risk of damage to the interests of investors.

The procedures and the measures to be adopted by a manager to manage conflicts of
interest must, where necessary and appropriate for the manager to ensure the requisite
degree of independence, include the following:

(a) Effective procedures to prevent or control the exchange of information between
relevant persons engaged in portfolio management activities involving a risk of a
conflict of interest where the exchange of that information may harm the interests
of one or more investors;

(b) separate supervision of relevant persons whose principal functions involve
carrying out portfolio management activities on behalf of, or providing servicesto,
clients or to investors whose interests may conflict, or who otherwise represent
different interests that may conflict, including those of the manager;

(c) removal of any directlink between the remuneration of relevant persons principally
engaged in one activity and the remuneration of, or revenues generated by,
different relevant persons principally engaged in another activity, where a conflict
of interest may arise in relation to those activities;

(d) measures to preventor limit any person from exercising inappropriate influence
over the way in which arelevant person carries out portfolio management activities;

(e) measures to prevent or control the simultaneous or sequential involvement of a
relevant person in separate portfolio management activities where such
involvement may impair the proper management of conflicts of interest.

A manager must keep and regularly update a record of the types of portfolio
management activities undertaken by or on behalf of the manager in which a conflict of
interest entailing a material risk of damage to the interests of one or more portfolio or
other clients has arisen or, in the case of an ongoing portfolio management activity, may
arise.

Where the organisational or administrative arrangements made by a manager for the
management of conflict of interest are not sufficient to ensure with reasonable
confidence that risks of damage to the interests of the scheme or portfolio or of its
investors will be prevented, the management or other competent internal body of the
manager must be promptly informed in order for them to take any necessary decision to
ensure that the manager acts in the best interests of the scheme and its investors.

A manager must report situations referredto in subparagraph (7) to investors through
any appropriate durable medium and give reasons for its decision.

A manager must at all times ensure that all its employees, delegated persons and other
representatives are aware of its conflict of interest policy and the manager must provide
for appropriate training in this regard.

A manager must continuously monitor compliance with, and annually review, its conflict
of interest policy.
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(11)

(12)

21.

)

(2)

3

A manager must report to the Authority on at least the implementation, monitoring and
compliance with, and the accessibility of the conflict of interest policy.

In the event of any inconsistency between the provisions of this paragraph and any other
provision made under the Act or the Financial Sector Regulation Act, 2017 (Act No.9 of
2017), and tothe extentthat it is impossible to apply or comply with both such provisions
concurrently due to the inconsistency, the provision made under the Act or the FSR Act
prevails.

Complaints Management

A manager, must establish, maintain and operate an adequate and effective complaints
management framework to ensure the effective resolution of complaints and the fair
treatment of complainants that —

(a) is proportionate to the nature, scale and complexity of the manager’s business and
risks;

(b) is appropriate for the business model, policies, services, and clients of the
manager;

(c) enables complaints to be considered after taking reasonable steps to gather and
investigate all relevant and appropriate information and circumstances, with due
regard to the fair treatment of complainants;

(d) doesnotimpose unreasonable barriers to complainants; and

(e) must address and provide for, at least, the matters provided for in this paragraph.

A manager must regularly review its complaints management framework and document
any changes thereto.

The complaints management framework must at least, provide for —

(a) relevant objectives, key principles and the proper allocation of responsibilities for
dealing with complaints across the business of the manager;

(b) appropriate performance standards and remuneration and reward strategies for
complaints management to ensure objectivity and impartiality;

(c) documented procedures for the appropriate management and categorisation of
complaints, including expected timeframes and the circumstances under which
any of the timeframes may be extended;

(d) documented procedures which clearly define the escalation, decision-making,
monitoring and oversight and review processes within the complaints management
framework;

(e) appropriate complaint record keeping, monitoring and analysis of complaints, and
reporting to the board of directors and any relevant committee of the board on —

(i) identified risks, trends and actions taken in response thereto; and
(ii) the effectiveness and outcomes of the complaints management framework;
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4)

(5)

(f)

(9)

(h)

()

appropriate communication with complainants and persons representing
complainants on the complaints and the complaints processes and procedures;

meeting requirements for reporting to the Authority and public reporting in
accordance with this paragraph;

a process for managing complaints relating to the manager’s service providers,
insofar as such complaints relate to services provided in connection with the
manager’s services or related services, which process must —

(i) enable the manager to reasonably satisfy itself that the manager’s service
providers have adequate complaints management processes in place to
ensure fair treatment of complainants;

(i)  provide for monitoringand analysis by the manager of aggregated complaints
data in relation to complaints received by its service providers and their
outcomes;

(i) include effective referral processes between the manager and its service
providers for handling and monitoring complaints that are submitted directly
to either of them and require referral to the other for resolution; and

(iv) include processes to ensure that complainants are appropriately informed of
the process being followed and the outcome of the complaint.

regular monitoring of the complaints management framework generally.

The board of directors of amanager is —

(a)

(b)

responsible for effective complaints management and must approve and oversee
the effectiveness of the implementation of the manager’s complaints management
framework; and

any person thatis responsible for making decisions or recommendations in respect

of complaints generally or a specific complaint must —

(i) be adequately trained;

(i)  have an appropriate mix of experience, knowledge and skills in complaints
handling, fair treatment of customers, the subject matter of the complaints
concerned and relevant legal and regulatory matters;

(i)  not be subject to a conflict of interest; and

(iv) be adequately empowered to make impartial decisions or recommendations.

A manager, must categorise reportable complaints in accordance with the following
minimum categories —

(a)

(b)
(c)
(d)
(e)

complaints relating to the design of afinancial product, financial service or related
service, including the fees or other charges related to that financial product or
financial service;

complaints relating to information provided to clients;

complaints relating to advice;

complaints relating to financial product or financial service performance;

complaints relating to a service to clients, including complaints relating to fees or
investment contributions;
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(6)

(7

(8)

(9)

() complaints relating to financial product accessibility, changes or switches,
including complaints relating to redemptions of investments;

(g) complaints relating to complaints handling; and

(h) other complaints.

A manager must establish and maintain an appropriate internal complaints escalation
and review process. Procedures within the complaints escalation and review process
should not be overly complicated or impose unduly burdensome paperwork or other
administrative requirements on complainants.

The complaints escalation and review process should -

(a) follow a balanced approach, bearing in mind the legitimate interests of all parties
involved including the fair treatment of complainants;

(b) provide for internal escalation of complex or unusual complaints at the instance of
the initial complaint handler;

(c) provide for complainants to escalate complaints not resolved to their satisfaction;
and

(d) be allocated to an impartial, senior functionary within the manager or appointed by
the provider for managing the escalation or review process of the manager.

Where acomplaint is upheld, any commitment by the manager to make a compensation
payment, goodwill paymentor to take any other action mustbe carried out without undue
delay and within any agreed timeframes.

Where a complaint is rejected, the complainant must be provided with clear and
adequate reasons for the decision and must be informed of any applicable escalation or
review processes, including how to use them and any relevant time limits.

(10) A manager must ensure accurate, efficient and secure recording of complaints and

complaints-related information and the following must be recorded in respect of each
reportable complaint-

(a) all relevant details of the complainant and the subject matter of the complaint;
(b) copies of all relevant evidence, correspondence and decisions;
(c) the complaint categorisation as set out in subparagraph (5); and

(d) progress and status of the complaint, including whether such progress is within or
outside any set timelines.

(11) A manager must maintain the following data in relation to reportable complaints

categorised in accordance with subparagraph (5) on an ongoing basis -

(@) number of complaints received;
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(12)

(13)

(14)

(15)

(16)

(b) number of complaints upheld;
(c) number of rejected complaints and reasons for the rejection;

(d) number of complaints escalated by complainants to the internal complaints
escalation process;

(e) number of complaints referredto an ombud and their outcome;
()  number and amounts of compensation payments made;

(g) number and amounts of goodwill payments made; and

(h) total number of complaints outstanding.

Complaints information recorded in accordance with this subparagraph (11) must be
scrutinised and analysed by the manager on an ongoing basis and utilised to manage
conductrisks and effectimproved outcomes and processesfor its clients, and to prevent
recurrences of poor outcomes and errors.

A manager must establish and maintain appropriate processes for reporting of the
information in subparagraph (12) to its governing body or executive management.

A manager must ensure that its complaint processes and procedures are transparent,
visible and accessible through channels that are appropriate to the manager’s clients. A
provider may not impose any charge for a complainant to make use of complaint
processes and procedures.

A manager must ensure that —
(a) all communications with a complainant must be in plain language.

(b) where feasible, provide clients with a single point of contact for submitting
complaints.

(c) itdisclosesto a client—
()  thetype of information required from a complainant;
(i)  where, how and to whom a complaint and related information must be
submitted,;
(i) expected turnaround times in relation to complaints; and
(iv) any other relevant responsibilities of a complainant.

A manager must within a reasonable time after receipt of a complaint acknowledge
receipt thereof and promptly inform a complainant of the process to be followed in
handling the complaint, including —

(a) contact details of the person or departmentthat will be handling the complaint;

(b) indicative and, where applicable, prescribed timelines for addressing the
complaint;

(c) details of the internal complaints escalation and review process if the complainant
is not satisfied with the outcome of acomplaint;

(d) details of escalation of complaints to the office of a relevant ombud and any
applicable timeline; and

(e) details of the duties of the provider and rights of the complainant as set out in the
rules applicable to the relevant ombud.
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(17) Complainants must be kept adequately informed of —

(a) the progress of their complaint; and

(b) causes of any delay in the finalisation of acomplaint and revised timelines; and
the manager’s decision in response to the complaint.

CHAPTER 9

AMALGAMATION AND WINDING UP OF PORTFOLIOS

22. Amalgamations of portfolios

)

(2)

(3

4)

)

23.

)

(2)

3

An application for amalgamation of investment schemes or portfolios as referred to in
section 99 of the Act must be submitted to the Authority in the form and manner
determined by the Authority by notice on the official website.

To the extent possible, a manager should only amalgamate portfolios with similar
investment objectives, policies and risk profiles.

A manager that obtains approval of the Authority to amalgamate two or more collective
investment schemes or portfolios must communicate the amalgamation to the relevant
investors in the manner agreed with the Authority, and such investors must be given
sufficient notice and the necessary information to enable them to make an informed
decision in the voting process, including the available alternatives to the amalgamation
and explain the impact of each to the investors.

When amalgamating two or more collective investment schemes or portfolios a manager
must —

(a) offer investors the choice to redeem without charging management charges
relating to such redemption and provide the possible taxation consequences of
such redemption; and

(b) carry all the legal, advisory and administrative costs related to the amalgamation.

When amalgamating two or more collective investment schemes or portfolios amanager
must ensure that the fair valuation of assets will apply and address and avoid conflicts
of interest arising.

Winding up of a portfolio

An application for termination or winding-up of a portfolio as referred to in section 102 of
the Act must be submitted to the Authority in the form and manner determined by the
Authority by notice on the official website.

When a manager makes a decision to wind up a portfolio it should take into account the
best interest of investors in the portfolio.

When winding up a portfolio, amanager must submit a termination plan for approval by
the Authority setting outthe steps to be taken during the termination process, taking into
account the best interest of investors. The termination plan should contain information
relating to the following key matters —
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(5)

(6)

(7

(8)

(9)

24.

(a) therationale for such wind up;
(b) the estimation of the costs of the wind up and who will bear the costs;
(c) whether another entity will be appointedto affect the termination (e.g. aliquidator);

(d) the estimated duration of the termination process and how information will be
communicated to investors throughout;

(e) investors dealing arrangements (including the necessity for suspension of
subscriptions and redemptions if applicable);

() an indication of the asset valuation method (including illiquid or hard to value
assets) of the portfolio; and

(g) theprocessfordealingwithilliquid assets or addressing any windfall payments due
to the portfolio and its investors after the portfoliois terminated.

The Authority may consider to -

(a) suspend investor subscriptions and redemptions during the termination process
with a view of protecting the interest of investors; and

(b) require the manager to make an application to court for the wind up,
should it be deemed necessary in certain circumstance.

A manager must submit the approval of the investment committee of the portfolio and if
no such committee exists, the trustee, custodian or other third party responsible for
independent oversight must provide approval.

During the winding up process the manager must ensure that adequate information
about the wind up is communicated to all investors in an appropriate and timely manner.

When winding up a portfolio a manager must ensure that the fair valuation of assets will
apply and address or avoid conflicts of interest arising.

A portfolio may not be finally wound up until the auditor has confirmed to the Authority
that all investors had received their final settlements and all debts of the portfolio had
been settled.

The report contemplated in section in subparagraph (8) must be —

(a) in accordance with procedures and control objectives determined by the Authority
by notice on the official website; or

(b) inthe absence of a determination by the Authority, in accordance with procedures
and control objectives agreed upon by the manager and the auditor.

CHAPTER 10
REPORTING

Reporting to the Authority
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(2)

25.

(1)

(2)

(3

A manager must, at the time of submitting its audited financial statements to the
Authority, also submit to the Authority —

(a) a written statement signed by the chairperson/managing director of the manager,
describing compliance/non-compliance with paragraphs 4,5, 6, 7, 8,9, 10, 11, 12,
13, 14,15, 16, 17,18(8), 20, 21 and 23(7) of this Conduct Standard; and
(b) the latest audited financial statements of its significant owner(s).
A manager must on an annual basis submit its risk evaluation reports to the Authority.
CHAPTER 11

SHORT TITLE, COMMENCEMENT AND REPEAL

Repeal, commencement and short title

This Conduct Standard is called Governance, Fit and Proper and Other Requirements
for Managers of Collective Investment Schemes and takes effect on the date of
publication.

Notwithstanding subparagraph (1), amanager that was approved by the Authority prior
to the publication of this Conduct Standard, must comply with this Conduct Standard
within 6 months from the effective date of this Conduct Standard during which period the
manager must continue to comply with Board Notice 910 of 2010, as if it has not been
repealed.

The following notices are hereby repealed:

(a) Board Notice 910 of 2010, as published in Government Gazette No. 33571 of 21
September 2010; and

(b) Board Notice 911 of 2010, as published in Government Gazette No. 33571 of 21
September 2010.
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