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INTRODUCTION

This Rulebook is being issued in termsAutticle 16 of the MESA Act (Cap. 320)d contains the
Conduct of Business Obligations to which the following Regulated Persons would be required to
adhere in their day to day operations:

i. Persons holding an investment services licence within the meaning of limesstment
Services Act(Cap. 37Q) other than CRRLocal FirmsAlternative Investment Fund
Managers or persons licensed to act as custodians in relation to a collective investment
scheme, in terms of the said Act and including a European Investment Firm which has
established a branch in Malta in exercise of a European right in terms oEilrepean
Passport rights for Investment Firms (Amendment) Regulations (Legal Notice 397 of
2017)and a European management company which has established a brandialta
in terms of the Investment Services Act(UCITS Management Company Passport)
Requlations (Legal Notice 243 of 2011 so far as it provides MiFID siess in terms of
Article 6(3) of the UCITS IV Directive or if it markets its UCITS in Malta;

il. Persons registered under thiavestment Services Act (Tied AgenB®ggulations (Legal
Notice 327 of 2007)

. Persons authorised to carry on the business of insurance undedniserance Business
Act (Cap.403)including a Europan Insurance Undertaking which has established a
branch in Malta in exercise of a European right in terms of ngopean Passport Rights
for Insurance and Reinsance Undertakings Requlations (Legal Notice 399 of 2@\t5)
the exception of undertakings whose business s restricted to Reinsurance;

iv. Persons enrolled under thénsurance Distribution Act (Cap. 48%p act as insurance
brokers, insurance agents, insurance managers, tied insurance intermediaries or
ancillary insurance intermediaries, including a European Insurance Intermediary which
has established a branch in Ma in exercise of a European right in terms of the
European Passport Rights for Intermediaries Regulations (Legal Notice 238 of,2018)

V. Persons licensed as creditstitutions under theBanking Act(Cap. 371who sell or
advise clients in relation to Structured Deposits.

The Rules contained in this Rulebook are essent@liyansposition of the main EU Directives which
apply in the area of Conduct of Business, namely Mi&ID Directive (Directive 2014/65/E&hd the
IDD (Directive 2016/97/EWypgether with the respective Implementing Measures issued thereunder.
The contents of this Rulebook should be read in conjunction with the re quirements of the:

- Rules applicable to Investment Services Licence Holderswvhich qualify as MiFID Firms

- Insurance Rules

- Insurance Distribution Rules

- Reqgulation (EU) No 1286/2014 on key information documents for packaged retail and
insurance-based investments products

which prescribe the prudential requirements for the Regulated Persons in question and which
are also binding on Regulated Persons.

With respect toRequlated Personsvhich fall under points (i), (ii) and (v) of the definition of
‘Regulated Person’in the Glossaryto this Rulebook, the requirements of this Rulebook commenced

to apply as from the 3rd January 2018. Furthermore, the requirements of this Rulebook commenced
to apply to insurance undertakings and insurance intermediaries, as defined in points (iii) and (iv) of
the definition of Regulated Persoin the Glossary to this Rulebook frorfi October 2018.

With respect to Regulated Persons which fall under poinbfifhe definition of ‘Regulated Person’

in the Glossary to this Rulebook, the requirentsmelatingto the marketing, distribution or selling
of Binary Options to Retalil Clienshall apply as from 1L.July 2019nd therequirements relating
to the marketing, distribution or sellng of contracts for differences tdretail Clients shall apply as
from 11" August 2019.
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With respect to Regulated Personswhich fallunder point (i) of the definition of ‘Regulated Person’

in the Glossary to this Rulebook, the requirements of Part H, Section 4 of Chaphalllapply as
from 10" June 2019.
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DEFINITIONS/ GLOSSARY

Advertisement Means any form or medium of marketing activity
communication, other than a prospectus, whic
promotes the purchase or procurement of a Servi
Product or a Financial Instrument and which is address
by a Regudted Person to a client or potential clienfn
advertisement shall not include the provision of
Personal Recommendation but shall include a
advertisement which is disseminated to the public via
types of media.

The form or medium of an advertiseent may include
any of the following:
1. Addressed or unaddressed printed matter;
2. Electronic message or advertisement
received via a mobile telephone or pager;

3.  Standard letters;

4. Press advertising with or without order form

5. Catalogue;

6.  Telephone with or wihout human

intervention;

7. Seminars and presentations

8. Radio;

9.  Videophone;

10. Videotext;

11. Emall

12. Fax

13. Television

14. Notice

15. Billboards

16. Posters

17. Brochures

18. Web posting including internet banners.
Advice Means the provision of a Personal Recommendation {

client, either upon their request or at the initiative of th
Regulated Persoim respect of one or more transactior]
relating to Products.

Affiliated insurance company

Means a company which carries on the business d
company authorised in terms of thénsurance Busines
Act (Cap. 403)whose head office is in Malta and whic
carries on business of insurance restricted to ri
originating with shareholders or connected undertaking
or entities and includes business carried on by
affiliated reinsurance company.

Ancillary insurance intermediary

Means an insurance intermedry, other than a credi
institution or an investment firm, which conducts
insurance distribution on an ancillary basis with respg
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to clearly identified insurance products, provided that
the following conditions are met:

1. the principal professionalactivity of the
insurance distributor is other than insurand
distribution;

2. the insurance distributor only distributeq
certain insurance products that ar
complementary to a good or service;

the insurance products concerned do not cover i
assurance oliability risks, unless that cover complemen
the good or service which the intermediary provides as
principal professional activity.

Ancillary services

In the context of persons holding an investment servig
license within the meaning of thénvestment Services Aq
(Cap. 37Q) means any of the following services:

1. Safekeeping and administration of financi
instruments for the account of clients, includin
custodianship and related services such
cash/collateral management and excludin
maintaining securities accounts at the top tie
level;

2. Granting credits ordans to an investor to alloy
him to carry out a transaction in one or mon
financial instruments, where the firm grantin
the credit or loan is involved in the transaction;

3. Advice to undertakings on capital structurg
industrial strategy and related matterand advicg
and services relating to mergers and th
purchase of undertakings;

4. Foreign exchange services where these 4
connected to the provision of investmen
services;

5. Investment research and financial analysis
other forms of general recommendatiorelating
to transactions in financial instruments;

6. Services related to underwriting.

Investment services and activities as well as ancill
services of the type included under the First Schedule
the Investment Services Act or within thidefinition,
related to the underlying of the derivatives include
under points 5, 6, 7 and 10 of the Second Schedule to
Investment Services Act where these are connected
the provision of investment or ancillary services.

In the context of persons athorised to carry on the
business of insurance under thiesurance Business Al
(Cap. 403)or persons enrolled under thelnsurance
Distribution Act (Cap. 487)ancillary services’ shall be
taken to mean any services as may be prescribed.
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Binary Option

Means a derivative, irrespective of whether or not it
traded on a trading venue, which meets the following
conditions:
1. Itmust be settled in cash or may be settled in c3
at the option of one of the parties other than b
reason of default or other termination event;
2. It only provides for payment at its closeut or
expiry;
3. Its payment is limited to:

i. A predetermined fixed amount or zero if th
underlying of the derivative meets one @
more predetermined conditions; and

ii. A predetermined fixed amount or zero if th
underlying of the derivative does not meg
one ormore predetermined conditions.

Bundled Package

A package of products and/or services where each of
products or services offered is available separately 3
where the Client retains the choice to purchase eg
component of the package separately fromthe
Regulated Person.

Means a person who is the recipient of a Product
Service or is the purchaser of a Service or Product. I
context of Insurance contracts, the term‘client’ shall be
construed as referring técustomer’ and shall also cover
beneficiaries, insured persons and policyholders. T
term ‘client’ shallalso be taken toreferto ‘potential client’
unless the context in which it is used infers otherwise.

Compliance Officer

Means the person appointed by the Regulated Pers
responsible for ensuring compliance by the Regulat
Person with its applicable licence conditions as well
any applicable legislation, rules and regulations.

Component product

The separate productind/or service which constitute
part of the bundled or tied package.

Contracts for Differences or CFDs

Means a derivative other than an option, future, swap
forward rate agreement, the purpose of which is to gi
the holder a long or short exposure tituctuations in the
price, level or value of an underlying, irrespective
whether it is traded on a trading venue, and that must
settled in cash or may be settled in cash at the option
one of the parties other than by reason of default or oth
termination event.

Crossselling practice

Means the offering of an investment service togeth
with another service or product as part of a package or
a condition for the same agreement or package.

CRRLocal Firms

Means a firm dealing for its owaccount on markets in
financial futures or options or other derivatives and ¢
cash markets for the sole purpose of hedging positio
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on derivatives markets, or dealing for the accounts
other members of those markets and being guarante
by clearing menbers of the same markets, whe
responsibility for ensuring the performance of contrag
entered into by such a firm is assumed by cleari
members of the same markets.

Dealing on own account

Means trading against proprietary capital resulting in tf
condusion of transactions in one or more financi
instruments.

Depositary Receipt

Means those securities which are negotiable on t
capital market and which represent ownership of th
securities of a nordomiciled issuer while being able t
be admitted totrading on a regulated market and trade
independently of the securities of the nowlomiciled
issuer.

Designated Person

Means a person approved to act as Compliance Office
a Regulated Person, including persons notified to t
MFSA forspecific regulatory purposes by Regulatg
Persons who are not required to appoint a Complian
Officer.

Distributor

Means:
1. Any of the following persons:

i.  Any person authorised under thelnsurance
Business Act (Cap. 403) the Insurance
Distribution Act(Cap.487) or an investment
services license holder within the meaning of tf
Investment Services A¢Cap.370)

i. A European Insurance Undertaking, a Europg
Insurance Intermediary, or a Europe:
Investment Firm exercising a European rig
within the meaning of theEuropean Passpoi|
Rights for Insurance and Reinsuran
Undertakings Reqgulation¢Legal Notice 399 o
2015) the European Passport Rights f
Intermediaries Requlations (Legal Notice 238
2018) and the European Passport rights fa
Investment Firms Regulationd egal Noice 325
of 2007) respectively;

who:

ii. takes up or pursues the activities of advising d
proposing or carrying out other work preparator;
to the conclusion of contracts of insurand
concluding such contracts, or assisting in tf
administration and perfornance of such
contracts, in particular in the event of a claim. T
shall include an ‘Ancillary insurance
intermediary’; or
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iv. isinvolved in the following investment services §
defined in the First Scheduléo the Investment
Services Act, with respect to a product: recepti
and transmission of orders in relation to one
more instruments, Execution of orders on beh
of other persons, management of investmenﬂ
investment advice and placing of instrumen
without a firm commitment basis; and

2. Any person licensed as a credit institution under t
Banking Act(Cap. 371yho sells or advises clients
relation to Structured Deposits;

Durable medium

Means any instrument which:

1. enables a client to store Information addresst
personally to that client in a way accessible for futy
reference and for a period of time adequate for tf
purposes of thenformation ; and

2. allows the wunchanged reproduction of thq
Information stored.

Eligible counterparty

Means investment firms, credit institutions, insuran
companies, UCITS schemes and their managen
companies, pension funds and theimanagement
companies, other financial institutions authorised (
regulated under laws of the European Union or und
Maltese law, national governments and theg
corresponding offices including public bodies that de
with public debt at national level, cetral banks and
supranational organisations.

EEA State

Means a State which is a contracting party to t
agreement on the European Economic Area signed
Oporto on the 2nd May, 1992 as amended by the Protdg
signed at Brussels on the 17th March, 1998daas
amended by any subsequentacts.

European Insurance Intermediary

Shall have the same meaning as thatassigned to it in
European Passport Rights for Intermediaries Regulati
(Legal Notice 238 of 2018)

European Insurance Undertaking

Shall have the same meaning as that assignedtta the
European Passport Rights for Insurance and Reinsur
Undertakings Regulations (Legal Notice 399 of 2015).

European Investment Firm

Shall have the same meaning as thatassigned toitin
European Passport Rights for Investment Fir
ReqgulationgLegal Notice 325 of 2007)
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European management company

Shall have the same meaning as thatassigned to it in
Investment Services Act (UCITS Management Comy
Passport) Reqgulationd egal Notice 248f 2011)

European requlatory authority

The body or bodies designated by a Member State or|
EEA State other than Malta in accordance with g
relevant Directive, to carry out each of the duti
provided for under the different provisions of sug
Directive.

European UCITS Scheme

Shall have the same meaning as thatassigned to it in
Investment Services Act (Marketing of UCITS) Requla
(Legal Noice 241 of 2011)

Execution of orders on behalf of Clients

Means acting to conclude agreements to buy or sel g
or more financial instruments on behalf of clients ar
includes the conclusion of agreements to sell finang
instruments issued by arnnvestment firm or a credi
institution at the moment of their issuance.

Execution venue

Means a regulated market, an MTF, a system
internaliser or a market maker or other liquidity providg
or an entity that performs a similar function in a Thi
Country to the functions performed by any of thq
foregoing.

Excluded Non-Monetary Benefit

Means any noAmonetary benefit other than, insofar a
they relate to CFDspformation and research tools.

Feeder UCITS scheme

Means a UCITS or stilbind thereof which has been
approved to invest at least eighty five per cent of its ass
in units of another UCITS or stfind thereof in terms of]
the UCITS Directive.

Financial Instrument

Shall have the same meaning as the term ‘instrument’ as
defined in thelnvestment Services Act (Cap. 370)

Identified target market

Meansa group of clients or ptential clientsto whom a
particular Product or Service is being offered by
Regulated Person, or for whom a Manufacturer
developing a Product.

In good time

In determining what constitutes disclosure ¢
Information in good time, theRegulated Person shg
have regard to:

1. the dient's need for sufficient time to read,
understand and take a decision on the basis on s
disclosed Information;

2. any specific circumstances or urgency, if any, wh
would affect the client’s decision to be made on the
basis on such disclosed Information; and

3. the nature of the Product or Service which is t
subject of the disclosure.
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The Regulated Person should note thata client is likely
require less time to review Information abouta simple
standardised Product or Services, or a Product or Ser
of a kind he has purchased previously, than he wo
require for a more complex or unfamiliar Product

Service.

Inducement

An inducement is a benefit offered by a third party to
Regulated person, or any person acting on its behalf, v
a view to entice that Regulated person, or such oth
person, to adopt a particular course of action. This ¢
include, but is not limited to, cash payments, ca
equivalents, commission, goods, Ispitality or training
programmes.

Initial Margin

Means any payment for the purpose of entering into
CFD, excluding commission, transaction fees and 4
other related costs

Information

Means any material provided to clients or potent
clients by the Regulated Person with the purpose
inform such clients or potential clients of any Servi
Product or financial instrument.

Inside Information

Shall have the same meaning as thatassigned toitin
Prevention of Financial Markets Abuse Act (Cap.476)

Insurance-based investment product

Means aninsurance product which offers a maturity g
surrender value and where that maturity or surrend
value is wholly or partially exposed, directly or indirect
to market fluctuations.

Insurancebased investment products shall not include

1. non-life insurance products as listed in Annex |
Directive 2009/138/EC (Classes of Notiife
Insurance);

2. life insurance contracts where the benefits und
the contractare payable only on death or i
respect of incapacity due to injury, sickness
infirmity;

3. pension products which, under national law, a
recognised as having the primary purpose
providing the investor with an income i
retirement, and which entitlesthe investor to
certain benefits;

4. officially recognised occupational pensio
schemes falling under the scope obDirective
2003/41/EG®r Directive 2009/138/Eand

5. individual pension products for which a financi
contribution from the employer is required by
national law and where the employer or th
employee has o choice as to the pensiol
product or provider.

PagelOof311


http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=8942
https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:L:2009:335:0001:0155:en:PDF
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32003L0041&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32003L0041&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32009L0138&from=en

Conduct of
Business
Rulebook

Insurance contract

Means any contract of insurance, as defined in 1
Insurance Business Act (Cap. 408hich shall also includ
an’insurance-basedinvestmentproduct’.

Insurance intermediary

Means any natural or legaperson, other than an
insurance or reinsurance undertaking, who, f
remuneration, takes up or pursues the activity

insurance distribution.

Insurance undertaking

Means a direct life or nofife insurance undertaking
which has received authorisatiorém the regulatory
authority of the home member state.

Investment research

Means research or other Information intended to sugge
an investment strategy, explicity or implicitly
concerning one or several Financial Instruments or t
Issuers of Finagial Instruments, including any opinion g
to the present or future value or price of such financ
instruments, intended for distribution channels or for th
public, and in relation to which the following conditions
are met:

1. the research or Informationt is labelled or
described as investment research or in simi
terms, or is otherwise presented as an object
or independent explanation of the matters
contained in the recommendation; and

2. if the recommendation suggestion in questiol|
were made by a Raglated Person to a client,
would not constitute the provision of investmen
advice.

Means any Company or other legal person or undertak
(including a Public Sector Issuer), any class of wh
securities have been authorised asimissible to trading
on a Regulated Market, a Multilateral trading facility or
organised trading facility.

Key Information Document

Meansthe document drawn up by PRIIP aMufacturers
and provided to Retail Clients in order to enable them
understand and compare the key features and risks of
PRIIP.

Key Investor Information Document

Means the document relating to a UCITS sche
containing key Information for investors about th
essential characteristics of the scheme to ena
investors to understand the nature and risks of th
investment product that is being offered to them, an
should meet the requirements ofection6.2 ofPart Bl
Investment Services Rules for Retail Collective Investn|
Schemes

Large risks

Means:
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(a) risks classified under classes 4, 5, 6, 7, 11 an
in Part A of Annex | of the Solvency Il Directive

(b) risks classified under classes 14 and 15 in P3
of Annex | of theSolvency Il Directivewhere the
policy holder is engaged professionally in g
industrial or commercial activity or in one of th
liberal professions and the risks relate to su
activity;

(c) risks classified under classes 3, 8, 9, 10, 13 ar
in Part A ofAnnex | of the Solvency Il Directive
so far as the policy holdexxceeds thdimits of at
least two of the following criteria:

0] a balancesheet total of EUR 6,2 million;

(i) a net turnover, within the meaning o
Fourth Council Directiver8/660/EEC o
25 July 1978 based on Article 54(3)(g)
the Treaty on the annual accounts (¢
certan types of companies oEUR 12,
million;

(i) an average number of 250 employeq
during the financialyear.

If the policy holder belongs to group of undertakings for
which consolidated accountswithin the meaning of
Directive83/349/EEC are drawn up, theitgria set out in
point (c) of thefirst subparagraph shall be appliedrothe
basis of the consolidatedccounts.

Linked long-term contract of insurance

business

Means effecting and carrying out contracts of insurarn
on human life or contracts to pagnnuities on human life
where the benefits are wholly or partly to be determing
by reference to the value of, or the income from, propel
of any description (whether or not specified in th
contracts) or by reference to fluctuations in, or in an ing
of, the value of property of any description (whether
not so specified).

Limit Order Means an order to buy or sell a Financial Instrument &
specified price limit or better and for a specified size.
Locals Means taders on future exchanges who nydill public

orders occasionally, but will predominantly buy and s
for their own personal accounts.

Long-term insurance business

Means business of insurance of any of the clag
specified in the Second Schedule to th&surance
Business Act (Cap. 403).

Management body

Means theperson/s who either as a body constitute
pursuant to law or as members of such body:

1. are authorised to represent the company
dealings with third parties and in lega
proceedings; and
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2. take part in the administration, supervision g
control of the company.

In the case of natural persons, this function shall
deemed to vest in the individual himself.

Manufacturer

Means any of the following persons who is responsible
the development and issuance of a product or mak
changes to, or combines existg products:

1. any person authorised under thelnsurance
Business AdiCap.403)or an investment service
licence holder within the meaning of the
Investment Services A¢Cap. 37Q)

2. aEuropean insurance undertaking, or a Europd
investment firm, provided that the clients to
whom such products are to be offered by su
firms, include clients resident in Malta; and

3. any person licensed as a credit institution und
the Banking Act(Cap. 371which manufactures
structured deposits.

Marqgin Close-out Protection

Means the closure of one or more of a Retail Client’s open
CFDs on terms most favourable to the Client when t
sum of funds in the CFDrading account and the
unrealised net profits of all open CFDs connected to tf
account falls to less than half of the total initial mard
protection for all those open CFDs

Master UCITS

Means a UCITS which:

1. has, among its uniolders, ateast one feeder
UCITS;

2. is notitself a feeder UCITS; and

3. Does not hold units of a feeder UCITS.

Member State

Means a Member State of the European Union.

MESA

Means the ‘Malta Financial Services Authority’.

Multilateral trading facility/ MTE

Means amultilateral system, operated by an investme
firm or a market operator, which brings together multip
third-party buying and selling interests in financi
instruments in the system and in accordance with nq
discretionary rules- in a way that resuk in a contract in
accordance withTitle 1l of Directive 2014/65/EU (MiFID

Negative Balance Protection

Means the limit of a Retail Client’s aggregate liability for
all CFDs connected to a CFD trading account with a
provider to the funds in that CFD trading account.

Non-Member State

Means any state which is not a Member State of {
European Union.

Offer of securities to the public

Shal have the same meaning as that assigned to it un
Article 2(3) of the Companies Act (Cap. 386). 1
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Personal Recommendation

Means a recommendation that imade to a person in hi
capacity as a Client or in his capacity as an agent
Client. That recommendation shall be based on
consideration of the circumstances of that person a
shall constitute a recommendation to take one of th
following steps:

1. to buy, sell, subscribe for, exchange, redeem, h
or underwrite a particular Product; and

2. toexercise or not to exercise any right conferr
by a particular Product to buy sell, subscribe f
exchange, or redeem a Product.

Arecommendation is not a ‘Personal Recommendation’ if
it is issued exclusively to the public.

Portfolio Management

Means managing portfolios in accordance with mandat
given by clients on a discretionary cliefity-client basis
where such portfolios include one or more financi
instruments.

Packaged Retail and InsuranceBased
Investment Product['PRIIP’]

Means an investment, including instruments issued
special purpose vehicles as defined in point (26) of Art
13 of Directive 2009/138/ECor securitisation special
purpose entities as defined in point (an) of Article 4(1)
the Directive 2011/61/E@f the European Parliament an
of the Council, where, regaltess of the legal form of thq
investment, the amount repayable to the retail investor
subject to fluctuations because of exposure to referen
values or to the performance of one or more assets wh
are not directly purchased by the retail investor.

PRIIP_Manufacturer

Means the following:

(a) any entity that manufacturers PRIIPs;

(b) any entity that makes changes to an existing PH
including, but not limited to, altering its risk an(
reward profile or the costs associated with @
investmentin a PRIIP.

Product Means any financial instrument or contract of insuran
or Structured Deposit.
Product Governance and Oversight | Refers to the responsibilities of Manufacturers a

Arrangements

distributors, to organise processes, functions a
strategies aimed at designing, operating and bringin
Products to the market as well as offering such Prody
to clients, and reviewing them over the life of the Produ
in order to minimise potential client detriment, avoid
potential conflicts of interes and ensure that the
interests and objectives of target markets are du
protected.
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Professional Client

For the purposes of services offered with respect to
Financial Instruments and Insurance-based
investment products the term ‘Professional Client’
shall mean a Client who possesses the experien
knowledge and expertise to make its own investme|
decisions and properly assess the risks that it incurs.
following should all be regarded as professionals in
investment services and activities angith respect to all
the financial instruments mentioned in

Schedule 2 to the Investment Services Act (Cap. 370)

1. Entities which are required to be authorised
regulated to operate in the financial markets. Tt
list below should be understood as including &
authorised entities carrying out the characterist
activities of the entities mentioned: entitie
authorised by a Member State under a Directi
entities auhorised or regulated by a Membe
State without reference to a Directive, an
entities authorised or regulated by a Nor
Member State:

i.  Credit Institutions

ii. InvestmentFirms

ii. Other authorised or regulated financia
institutions

iv. Insurance Companies

v. Collective investment schemes an
management companies of such schemes

vi. Pension funds and management compani
of such funds

vii. Commodity and commodity derivatived
dealers

viii. Locals

ix. Other institutional investors

2. Large undertakings meeting two of the following
size requirements on a company basis:

I. balance sheet total: EUR20,000,000
il. net turnover: EUR40,000,000
iil. own funds: EUR2,000,000

3. National and regional governments, publi
bodies that manage public debt, Central bank
international and supranational institutions sucl
as the World Bank, the IMF, the ECB, the EIB
other similar international organisations.

4. Other institutional investors whose main activity
is to invest in financial instruments, includin
entities dedicated to the securitisation of asse
or other financing transactions.
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Clients not falling under any of the above categorig
including public sector bodies, local palic authorities,
municipalities and private individual investors may al
be treated as Professional Clients upon request subjed
the conditions and procedure set out irBection 2 of
Chapter 4 of this Rulebook.

For the purposes of services offered with respect to
Insurance contracts the term ‘Professional Client’ shall
mean a person to whom, or on whose account, or
whose beneficiaries, a sum of money or oth
consideration is payable on the happening of a specifi
event under the following policies

i.  Employers’Liability

ii.  Public Liability

ii.  Products Liability

iv.  Contractors All Risk

v. Combined Policies which can include Industr
All Risks, Business Machines, Goods in Tra
SME Policies and/or any of the abovemention
policies.

Reqister

Meansany of the following registers or lists:
The “Agents List” established and maintained in
terms ofArticle 9 of thelnsurance Distribution Act
(Cap. 487) comprising the list of persons actin
as insurance agents;

3. The “Agents Register” established and
maintained in terms ofArticle 7 ofthe Insurance
Distribution Act (Cap. 487) of persons
(individuals) carrying on the insuranc
intermediaries activities of insurancegents;

4, The “Brokers List” established and maintained in
terms ofArticle 9 of thelnsurance Distribution Acf
(Cap. 487)comprising the list of persons canng
on business as insurance brokers;

5. The “Brokers Register” established and
maintained in terms ofArticle 7 of thelnsurance
Distribution Act (Cap. 487) of persons
(individuals) carrying on the insuranc
intermediaries activities of insurance brokers;

6. The “Managers List” established and maintaineg
in terms ofArticle 9 of thelnsurance Distribution
Act (Cap. 487)comprising the list of person
carrying on business as insurance managers;

7. The “"Managers Register” established and
maintained in terms ofArticle 7 of thelnsurance
Distribution Act (Cap. 487) of persons
(individuals) carrying on the insurang
intermediaries activities of insurance manager

8. The “Tied Insurance Intermediaries List”

established and maintained iterms ofArticle 36

of the Insurance Distribution Act (Cap. 4871

N
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10.

11.

12.

comprising the list of persons carrying out tie
insurance intermediaries activities;

The “Ancillary Insurance Intermediaries List”

established in terms of article 43D of th
Insurance Distribution Act

The “Investment Firm List” List, established and

maintained by the MFSA comprising the list

persons licensed under thinvestment Servicey
Act (Cap. 370)o provide investment servicey
except fund management services;

The “Investment Advisors” List, established and
maintained by the MFSA, comprising the list
approved by the MFSA provide investme
advice and/or Portfolio Management services;
The “UCTS Management Companies” List,
established and maintained by the MFS
comprising the list opersons licensed under th
Investment Services ActCap. 3700 provide
fund managementservicesto UCITS Schemeg

Regqulated Activity

Means any activity which would require an authorisatig
license, enrolment or registration in terms of th
Investment Services Act(Cap. 37Q) the Insurance

Business Ac{Cap. 403) the Insurance Distribution Aci
(Cap. 487)theBanking Act(Cap. 371) or the Financial

Institutions Act(Cap. 376)

Regulated Person

Means any of the following persons:

persons holding an investment services licen
within the meaning of thelnvestment Services
Act (Cap. 37Q) otherthan CRR Local Firnasd
Alternative Investment Fund managers or pers
licensed to act as custodians in relation to
collective investment scheme, in terms of the s3
Act, including a European Investment Firm whi
has established a branch in Malta in exercise ¢
European ight in terms of theEuropean Passpoi|
Rights for Investment Firms (Amendmer
Regulations(Legal Notice 397 of 2017and a
European management company which Ra
established a branch in Malta in terms of tf
Investment Services Act (UCITS Managen
Company Passport) Requlationdegal Notice
243 0of 2011)in so faras it provides MiFID servicq
in terms of Article 6(3) of theDirective
2009/65/EC (UCITS 1V Direchiveif it markets its
UCITS in Malta
persons regitered under thelnvestment Serviceg
Act (Tied Agents) Requlations, (Legal Notice
of 2007);

persons authorised to carry on the business
insurance undethe Insurance Business A@Eap.
403) including a European Insuranc
Undertaking which has established a branch
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Malta in exercise of a European right in tes of
the European Passport Rights for Insurance 8
Reinsurance Undertakings Regulation$.egal
Notice 399 of 2015)with the exception of
undertakings whose busiass is restricted tq
Reinsurance

iv. persons enrolled under the Insurance
Distribution Act (Cap.487)to act as insurancs
brokers, insurance agents, insurance maress
tied insurance intermediaries or ancillaf
insurance intermediaries including d&uropean
insurance intermediarwhich has established
branch in Malta in exercise of a European right
terms of the European Passport Rights f
Intermediaries Requlations (Legal Notice 238
2018);

v. Persons licensed as credit institutions under tl
Banking Act(Cap. 371yvho sell or advise client
in relation to Structured Deposits.

Requlated Market

Means a multilateral system operated and/or manag
by a market operator, which brings together or facilitatg
the bringing together of multiple third-party buying and
selling interests in financial instruments the system
and in accordance with its noswliscretionary rulesin a
way that results in a contract, in respect of the finang
instruments admitted to trading undeirits rules and/or
systems, and which is authorised and functions regule
in accordance with Title Il @irective 2014/65/EU (MiF|

11),

Reinsurance

Meansthe activity consisting in accepting risks ceded
an Insurance undertaking or by another reinsuran
undertaking.

Relevant Person

Shall mean any of the following:

1. adirector, partner or equivalent, or manager
the Regulated Person,;

2. an employee of the Regulated Person , as v
as any other natural person whose services
placed at the disposal and under the control
the Regulated Person and who is involvatthe
provision by the Regulated Person of Produ
and Services;

3. a person who is directly involved in th
provision of services to the Regulated Pers
under an outsourcing arrangement for thg
purpose of the provision by the Regulated Perg
of Productsand Services.

Retail Client

Means a client who is notRrofessional Client

Service

Means:
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1. aninvestment service within the meaning of th
Investment Services A¢Cap. 37Q)

2. services provided by a Tied Agent within the
meaning of thelnvestment Services Act (Tied
Agents) Requlationfl_egal Notice 327 of 2007

3. the provision of the business of insurance
terms of thelnsurance Business A¢(Cap. 403
or the carrying out of insurance intermediarig
activities within the meaning of thensurance

Distribution Act(Cap. 48).

Structured Deposit

Means a deposit which is fully repayable at maturity
terms under which interest or a premium will be paid
is at risk, according to a formula involving factors such

1. an index or combination of indices, excludin
variable ate deposits whose return is direct
linked to an interestrate index such as Euribor
Libor;

2. a financial instrument or combination o
financial instruments;

3. acommodity or combination of commaodities 0
other physical or nomphysical non-fungible
assets; or

4. a foreign exchange rate or combination g
foreign exchange rates.

Structured Products

Means compound financial instruments that have th
characteristics of combining a base financial instrume
with an embedded derivative that povides economic
exposure to reference assets, indices or portfolios.

Third Country

Means a country which is not an EU or an EEA Men
State.

Tied Agent

Means a natural person or legal person, who under
full and unconditional responsibility of only ong
investment firm on whose behalf it acts, promotg
investment and, or Ancillary services to clients
prospective clients, receives and transmits insttions or
orders from the client in respect of investment services
instruments, places instruments or provides advice
clients or prospective clients in respect of tho;
instruments or services.

Tied insurance intermediary

Shall mean aperson carrying on tied insurand
intermediaries activities in terms of paragraph 4 of t
Third Column of the Schedule to thensurance
Distribution Act (Cap487)and any person who carries
insurance intermediaries activities, in addition to h
principal professional activity, shall also be considered
a tied insurance intermediary acting under th
responsibility of a company authorised or any pers
deemed authorised, under thdnsurance Business A
(Cap. 403) to carry on business of insurance for t

Pagel9of311


http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=8839
http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=10417&l=1
http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=10417&l=1
http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=8870&l=1
http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=8953&l=1
http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=8953&l=1
http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=8953&l=1
http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=8953&l=1
http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=8870&l=1

Conduct of

Business

Rulebook
Products offered on its behalf if the insurance
complementary to the goods supplied or servicg
provided in relation to his principal professional activit
whether or not the person collects premiums or amoun
intended for the policyholder concerned.

Tied package A package of products and/or services whexeleast one

of the products or services offered in the package is
available separately to the Client from the Regulat
Person.

Trading Venue

Means a regulated market, a Multilateral trading facil
(MTF) or an organised trading facility (OTF) in term
paragraphs 2123 of Articles 4(1) ddirective 2014/65/EU

(MIEID 11)

Means a collective investment scheme, wheth
constituted as a unit trust or as an opeended
investment company, falling within the scope of an
authorised in terms of the UCITS Directive.

UCITS Directive

Directive 2009/65/E©f the European Parliament and
the Council of the 18 July, 2009 on the coordination g
laws, regulations and administrative provisiomglating
to undertakings for collective investment in transferab
securities (UCITS) as amendedbyective 2014/91/E6f
the European Parliament and of th€ouncil of 23 July
2014 amending as regards depositary functior
remuneration policies and sanction.

UCITS Management Company

A person licensed by the MFSA under thevestment
Services Act(Cap. 370)to provide the service of thg
management of investments (in relation to a collectiy
investment scheme), and the regular businesbvehich is
the managementof UCITS.
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CHAPTERL DISCLOSURE

Introduction

Disclosures should be made in a comprehensible formin such a manner that Clients are reasonably
able to understandthe nature and risks of the Service to be provided byRiegulated Person and

of the type of Product that is being offered, and consequently to take decisions on an informed
basis. Furthermore, any Advertisements issued by the Regulated Persons should be fair, clear and
not misleading. Certain disclosures a@be made in good time prior to the provision of the Service

or conclusion of the contract leading to the purchase of the Product, such that the Client has
adequate time to process the Information resulting from the disclosures made before deciding
whether to purchase such Service or Product.

To this end, this Chapter deals with the disclosures a Regulated Person is required to make to a
Client, and the manner in which a Regulated Person is required to communicate with the Client. In
particular, the Ruds and Guidance contained in this Chapter aim to ensure that all material
Information about the Regulated Person itself and about the Products and Services which the
Regulated Person provides or may provide to the Client, as well as any real or poteoniibts of
interest, is duly disclosed.

Applicability

The Rules and the relevant Guidance in this Chapter shall not apply with respect to transactions
concluded on a Regulated Market between members and participants thereof which are Regulated
Personswhich fall under point (i) of thedefinition of ‘Requlated Person” in the Glossary to these
Rules Provided that such Regulated Persons shall apply the requirements of this Chapter with
respect to their clients when they, acting on behalf of their clients, execute orders on a Regulated
Market.
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Section I

Application
R.1.1.1

General Rule
R.1.1.2

R.1.1.3

R.1.1.4

R.1.1.5

R.1.1.6
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MEDIUM OF DISCLOSURE

The Rules and any relative Guidance set out under the heading ‘General Rule’ shall
apply to all Regulated Persons, except to Affiliated insurance companies and to pure
re-insurance companies.

Where in terms of this Rulebook, Informatiasmrequired to be disclosed to Clients in
a Durable medium, it shall be disclosed:

(@) onpaper;

(b) in aclear and accurate manner, comprehensible to the Client;

(c) in one of the official languages of Malta, or in any other language agreed by
the parties; provided that

i. The Long Term Business Notice required in termRaf.1.27and
ii. The General Business Notice required in term&of.1.27

are to be made out in both Maltese and English, in the case of Clients resident
in Malta.

Provided that where the subject of the Insurance contract relates to the
business of Reinsurance or targe risks, the Information refeed to in this
paragraph shall be provided in English, or in any other language agreed to by
the parties.

Provided further that in the case of Insurance undertakings or Insurance
intermediaries, this paragraph shall only apply where such Regulated fPerso
are providing personal line products, health or long term policies; and

(d) free of charge.

The Regulated Person shall also ensure that any Information provided pursuant to
this Rule shall be up to date.

The Regulated Person shattrn the Client that in the case where the application
form, the proposal form or the order form has also been drawn up in Maltese and an
English version thereof has to be transmitted to an overseas party for final execution,
the wording of the English vesion of the order form or application form shall prevail.

By way of derogation fronR.1.1.4a), the Regulated Person may disclose to the
Client, any Information it is required to disclosein terms of this Rulebook in angy o
of the following means:

(a) through a Durable medium other than paper, where the conditions laid down
inR.1.1.@re met; or
(b) by means of a website where the conditions laid downRnl.1. Are met.

Where Information is required to be disclosed in a Durable medium, Regulated
Persons shall have the right to provide that Information, in a Durable medium other
than on paper, only if:
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(a) the provision of that Information in that medium iappropriate to the context
in which the business between the Regulated Person andthe Client is, or is to
be, carried on; and

(b) the person to whom the Information is to be disclosed, when offered the
choice between Information on paper or in that other Duréb medium,
specifically chooses the provision of the Information in that other medium.

R.1.1.7 Where, in terms of this Rulebook a Regulated Person is permitted to disclose
Information to a Client by means of a website, and where that Information is not
addressed personally to the Client, the following conditions must be satisfied:

(a) the provision of that Information in that medium is appropriate to the context
in which the business between the Regulated Person andthe Client is, or is to
be, carried on;

(b) the Client shall specifically consent to the provision of that Information in that
form;

(c) the Client shall be notified electronically of the address of the website, and the
place on the website where the Information may be accessed,;

(d) the Information must be ugo date; and

(e) theInformation mustbe accessible continuously by means of that website for
such period of time as the Client may reasonably need to inspectit.

R.1.1.8 Where the Information to be disclosed in a Durable medium, is disclosed by the
Regulaed Person using a Durable medium other than paper or by means of a
website, a paper copy shall be disclosed to the Client upon request and free of
charge.

R.1.1.9 For the purposes oR.1.1.&and R.1.1.7the provision of Information by means of
electronic communications shall be treated as appropriate to the context in which
the business between the Regulated Personand the Client is, or is to be, carried on
if there is evidence that the Client lsaregular access to the internet. The provision
by the Client of an enail address for the purposes of the carrying on of that business
shall be treated as such evidence.

Regulated Persons Carrying on a Service through the Internet

R.1.1.10 Where in the course of carrying out a Service, a Regulated Person carries on such
Service through the internet, the internet site shall satisfy the conditions indicated
in R.1.1.1vhich the Regulated Person is required to complytivwhen operating
such site and should, as a minimum, include the Information indicated under
R.1.1.12

R.1.1.11 Where the Service is carried on through the internet, the following conditions shall
be satisfied at all times:

(a) the Regulated Person assumes full responsibility for all Information that is
communicated or displayed on the internet site and of the overall quality of
any such Information communicated or displayed thereon;

(b) the Regulated Person shall designate a serodficer to act as a main point of
contact with the MFSA in respect of the said site. The Designated Person and
any change of the Designated Person shall be immediately communicated to
the MFSA ;

(c) the Regulated Person shall ensure thatall data and Inforrmagxplained on
the internet site is complete and constantly updated;
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R.1.1.12

(d) the Regulated Person shall ensure that the appropriate warnings and
disclaimers can be viewed in the same browser format as the rest of the site
S0 as to be visible to all visitors tbe site;

(e) the Regulated Person includes appropriate statements the Client or
prospective Client is leaving the internet site and accessing another in cases
where the internet site of the Regulated Person is hyperlinked to other sites.

The interret site, shall, as a minimum, include the following Information:

(@) thename, address and contact details of the Regulated Person;

(b) a statement that such Regulated Person is authorised or enrolled to carry on
the Service;

(c) a list of the jurisdictions in which such Regulated Person is authorised or
enrolled to carry on the Service.

The term “authorised” includes a Regulated Person establishing a branch or
providing services in a Member State or an EEA State in exerciseuwpean
rightin terms of theEuropean Passport Rights for Insurance and Reinsurance
Undertakings Regulationd_egal Notice 399 of 2015)

(d) procedures for the sulission of claims and a description of the claims
handling procedure of the Regulated Person;

(e) contact details of the officer of the Regulated Person responsible for
consumer complaints and Information that complaints may be referred by the
complainant to the Office of the Arbiter for Financial Services established
under the Arbiter for Financial Services Act (Cap. 556the complainant is
not satisfied with the manner in which his complaint has beenresolved by the
Regulated Peron;

() statements as to whom the website is targeted, for example, residents in
Malta and for all risks situated in Malta.

Record Keeping Requirements for Activities Carried Out by Regtdd Persons through a Website

R.1.1.13

Where a Regulated Person communicates with a Client by means of a website, it
must ensure thatit has in place appropriate arrangements in order to record all the
specific Information disclosed to the Client by meaofits website, including dated
logs of such disclosures, in order to demonstrate that it has complied with all its
regulatory requirements.

Internet Sites Operated by Tied Insurance Intermediaries or Ancillary Insurance Intermediaries

R.1.1.14

R.1.1.15

R.1.1.16
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In addition to the requirements oRR.1.1.160 R.1.1.12a Tied insurance intermediary

or Ancillary insurance intermediary shall not carry on Tied insurance intermediaries
or Ancillary insurance intermediary &uities through the internet, except with the
consent of the Insurance undertaking in relation to which it acts as a Tied insurance
intermediary or Ancillary insurance intermediary.

The Insurance undertaking on whose behalf the Tied insuranceimediaries
activities or Ancillary insurance intermediaries are being carried out shall assume full
responsibility for all the Information that is communicated or displayed on the
internet site relating to such activities.

Thelnsurance undertaking to which the Tied insurance intermediaries’ or Ancillary
insurance intermediaries’ activities being carried out relate shall ensurethat:


http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=10586
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a) the provisions contained in suiparagraphs (c) to (e) oRule 1.1.1%are
satisfied at all times;
b) theinternet site contains the following Information:

i. the name, address and contact details of the Tied insurance
intermediary, Ancillary insurance intermediary and the Insurance
undertaking;

ii. a statement that the Tied insurance intermediary or Ancillary
insurance intermediary is enrolled to carry out Tied insurance
intermediaries activities or Ancillary insurance intermediaries
activities in terms of thénsurance Distribution AdiCap. 487)

ii. statementsas to whomthe website is targeted, for example residents
in  Malta or for risks situated in Malta.

Section 2 MARKETING RULES

Application

R.1.21 The Rules and any relative Guidance set out under the subtitle “General Rules” shall
apply to all Regulated Persons, except as otherwise indicated.

R.1.2.2 The Rules and the relative Guidance set out under Part A below are applicable to
Regulated Persos which fall under points (i), (i) or (v) of thefinition of ‘Requlated
Person’in the Glossary, irrespective of their licence category.

R.1.2.3 The Rules and relative Guidance set out in Part B below are applitaliteegulated
Persons which fall under points (iii) and (iv) of thefinition of ‘Requlated Person’in
the Glossaryo these Rules.

R.1.2.4 The Rules and relative Guidance set out in Part C below are applicable to Regjula
Persons which fall under point (i) of the definition of ‘Regulated Person in the
Glossary to these Rules who market, distribute or sell contracts for differences to
Retail Clients in or from Malta.

R.1.5 These Rules shall apply to:

(a) any Advertisementor Informationissued in or from Malta; and
(b)  Any Advertisement or Information which is circulated, published, broadcast
or otherwise received in Malta.

General Rules

R.1.%6 Advertisements and Information shall be fair, clear and natisleading.
Advertisements shall be clearly identifiable as such.

In issuing, approving or disseminating Advertisements, the Regulated Person shall
ensure that:

(a) the design, presentation and content of an Advertisement is clear, fair, and
accurate aml not misleading such that any Client can reasonably be expected
to know immediately that it is an Advertisement.

(b) the Advertisement shall not seek to influence a person’s attitude to the
advertised Product or Service or the Regulated Person either by armiityig
exaggeration or omission;

(c) the nature and type of the advertised Product or Service shall be clear and
shall not be disguised in any way;
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R.1.2¢

G.1l21

G.1.2.2

R.1.8

(d) important items, statements or warnings are not disguised, diminished or
obscured; and

(e) it avoids taking any impoper advantage of any characteristic or
circumstances that may make the Client vulnerable.

Without prejudice to the generality oR.1.285, a Regulated Person shall ensure that
any Advertisementand Information is not misdeling in relation to:

(@) the nature of the advertised Product or Service;

(b) the Regulated Person’s independence or the independence of the
Information it provides;

(c) the Regulated Person’s ability to provide the advertised Product or
Service and about th@ature and type of such Product or Service;

(d) the scale of the Regulated Person'’s activities;

(e) theextentofthe resources of the Regulated Person;

() thenatureoftheRegulated Person’soranyotherperson’sinvolvementin the
advertised Product or Service;

(g) the scarcity of the advertised Product or Service;

(h) past performance or possible future performance of the advertised Product or
Service;

(i) anyrelevantrisks and, in particular, shall notemphasise any potential benefits
of a Product or Service without alsowging a fair and prominent indication of
relevant risks.

An Advertisement or other Information provided to Clients should be considered to
be ‘misleading’ if it has a tendency to mislead the person or persons to whom it is
addressed or by whom iis likely to be received, whether or not the person who
issues the Advertisement considers or intends it to be misleading.

These Rules shall not apply where tAelvertisement approved or disseminated or
the Information provided consists only of agmor more of the following:

(@) the name of the Regulated Person;

(b) alogo or other image associated with the Regulated Person;
(c) a contact point;

(d) areference to the Services provided by the Regulated Person

The Regulated Person shall ensure that Advertisements or Information it approves
or circulates shall:

(@) be sufficient for, and presented in a way that is likely to be understood by, its
Identified target market; and
(b) identify the Member State where the Redated Personis registered.

Issuing and Approving Advertisements

R.1.D
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No person, other than a Regulated Person, may issue or cause to be issued,
Advertisements in or from Malta, unless its contents have been approved by a
Regulated Person. Furthermordhe Regulated Person approving such
Advertisements shall ensure that any Advertisements disseminated or circulated
principally in or from Malta comply with the requirements of these Rules and any
other relevant legislation.
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Advertisements relating to Fancial Instruments or Structured Deposits, are
required to be approved by a Regulated Person which falls under point (i) of the
definition of Regulated Person in the Glossdojthese Rules.

When issuing or aproving such Advertisements Regulated Persons, other than Tied
or Ancillary insurance intermediaries, shall:

(a) appoint the Compliance Officer, or where the Regulated Person is not
required to appoint a Compliance Officer, a designated officer to be notified
to the MFSA to:

i. approve Advertisements to be issued by the Regulated Person in its own
name;
ii. approve Advertisements to be issued by a third party but which are
required to be approved by a Regulated Person; and
iii. report to the MFSA anydvertisement issued or purporting to be issued
by a Regulated Person without the approval refed® in (a) (i) above.

(b) establish internal procedures relating to the approval of Advertisements to be
issued by the Regulated Person;

(c) identify the target market of Client for whom the Advertisement is intended
and ensures that the method of circulating the Advertisement is appropriate
for the Identified target market.

(d) keeprecords of all Advertisements issued and approved, including:

i. an approved ertification in electronic format by the Compliance Officer
or the designated officer in terms of (a) above, that each Advertisement
complies with the requirements of these Rules;

ii. the name of the individual who approved the Advertisements;

iii. the date of appoval of the Advertisements;

iv. the publications in which the Advertisement was included; and

v. documentary evidence in support of any statement made in the
Advertisement.

Where the Regulated Person appoints Tied insurance intermediaries, Tied Agents o
Ancillary insurance intermediaries it shall approve all the Advertisements relating to
the business carried on by the Regulated Person, issued by such Tied insurance
intermediaries, Tied Agents or Ancillary insurance intermediaries. The Regulated
Personshall also accept responsibility for such Advertisements and ensure that they
comply with the applicable legal and regulatory requirements. Moreover, the
Regulated Person shall also keep a separate record of all such Advertisements and
of the monitoringwhich it carries out in this regard.

For the purposes of complying w&hi.2.1, where Advertisements are issued on social
media, the Regulated Person may consider issuing to such Tied insurance intermediaries
and Tied Agnts specific requirements to be adhered to with respect to the contents of
Advertisements issued by such Tied insurance intermediaries and Tied Agents on social
media. Any Advertisements issued by Tied insurance intermediaries and Tied Agents,
complying vith the requirements issued by the Regulated Person, shall be deemed to be
approved in terms @.1.2.1. In such cases, the Regulated Person should carry out ex
post monitoring of Advertisements issued by its Tied insuranceedigeires or its Tied
Agents.
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R.1.2.2 For the purposes ofR.1.210 and R.1.2.1, the words “keep a record of all

Advertisementsmeans that the Regulated Person is required tokeep a copy of each,
different kind of Advertisementissued or approved by it, for a period of notless than
Syears.

General Requirements

R.1.2.3 Any disclosure, warning or any other disclaimer which is required to be included in
any Advertisement or Information shall be showprominently, clearly and
intelligibly.

G.1.24 When issuing an Advertisement or communicating Information to a Client about a

Product or a Service, a Regulated Person should consider whether omission of any
relevant fact will result in the Advertisementnformation being insufficient, unclear,
unfair or misleading.

G.1.25 Regulated Persons should:

(@) take account of the means of communication used to publish the Advertisement
or communicate the Information to Clients and of the limitations and/ or
disadvantages associated with a particular means of communication. To this
effect G.1.2.31should be noted for additional guidance with respect to
publication of Information on different types of media;

(b) ensure thatlisclaimers, risk warnings and other footnotes used in the Information
should be of sufficient size and prominence to be clearly legible and not
diminished, disguised or obscured in any way by the content, design or format of
the Information;

(c) ensure that goted performance figures are not selected so as to exaggerate the
success or disguise the lack of success of the Product;

(d) include a statement in the Information regarding any significant position or
holding in the Product which is the subject of thenhiaton or Advertisement;

(e) ensure that only Information which is material to the Advertisement being
published, is included. The Advertisement should indicate that further
Information about the Product or Service which is the subject of the Advertisement
isavailable and from where.

R.1.2.4 A Regulated Person shall include a regulatory disclosure statement in all the
Advertisements it issues except for those Advertisements consisting of the
information as provided inG.1.2.2 Thisregulatory disclosure statement shall
indicate that the Regulated Person is regulated by the MFSA or by a European
regulatory authority, as applicable, as well as a reference to the legislation under
which such regulation is afforded.

The regulatory dislosure statement required by this Rule should also be made by
the Regulated Person when providing Information to Clients.

R.1.2.%5 A Regulated Person shall ensure thatormation shall not use the name of the MFSA
or any other competentauthority in such a way that would indicate or suggest
endorsement or approval by the MFSA or any other competent authority of the
Products or Services of the Regulated Person.

R.1.2.6 A Regulated Person shall ensure that any Advertisement or Informaitigssues,
which indicates the MFSA as the regulator of the Regulated Person issuing the
Advertisement and which refer to matters not regulated by the MFSA, makes it clear
that those matters are not regulated by the MFSA.
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Where an Advertisemeris issued by a Tied insurance intermediary, by an Ancillary
insurance intermediary or by a Tied Agent, the Advertisement shall contain a
statement that the entity appointing the intermediary is regulated by the MFSA, or
by a European regulatory authoritgs applicable, as well as a reference to the
legislation under which such regulationis afforded.

The regulatory disclosure statement required by this Rule should also be made by
the Tied insurance intermediary, the Ancillary insurance intermediary ofied
Agent when providing Information to Clients.

The Regulated Person shall ensure that any Information and Advertisement
addressed to, or disseminated in such a way that it is likely to be received by, Clients
shallinclude the name and addresof the Regulated Person and identify in the same
prominence both the Manufacturer of the Product and the Distributor which issued
the Advertisementor the Information. It should also distinguish between which of
the parties is the Manufacturer and whigk the Distributor of the Product.

A Regulated Person shall ensure that an Advertisement or Information which
contains any initials or acronyms (for example AER, EAR, CAR, APR etc.) also states
what the initials or acronyms stand for.

A Regulated Person shall ensure that the advertised Product or Service is described
as free only where the Product or Service in its entirety is available free of charge to
the Client.

A Regulated Person shall ensure that any Informaticontained in a marketing
communication is consistent with any Information the Regulated Person provides to
a Client in the course of carrying on Services and Ancillary services.

In deciding whether and how, to issue an Advertisementto an Idié&ad target
market, a Regulated Person shall ensure that the medium selected for this purpose
is commensurate with the nature of the Product or Service and its likely Information
requirements as well as the role and extent of the Information provided tiisks
involved, the risk profile of the target audience in the sales process.

Where the medium selected by the Regulated Person to disseminate the
Advertisement is such that it does not allow the recipient to assimilate all the
Information included therein (for example billboards), there should be no references
to performance rates.

The medium, content and format of the Advertisement should be such that it is easily
understood that it is only intended for its Identified target market. The Advertisement
itself should also be understood by such Identified target markedtfoidiewhere
possible, simple and accurate terms should be used as opposed to complicated and
technical jargon.

The Regulated Person shall ensure that an Advertisement or Information which is
being aimed at an Identified target market, shall alswlude a statement indicating
such Identified target market.

Provided that the requirement othis rule shall apply to a Regulated Persfating

under points (i), (i) and (v) of the definition of ‘Regulated Person’as provided in the
Glossary insofaas new Product/s offered to Clients as frorfi January 2018.
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G.1.2.7

Provided further that the requirement of this rule shall apply to a Regulated Person
falling under points (iii) and (iv) of the definition of ‘Regulated Person’ as provided
in the Glossarynsofar as new Product/s offeredto Clients as frofifCictober 2018.

With respect to Advertisements and Information disseminated via the Internet,
Regulated Persons should also:

(@ include a statement indicating the identified target market whiglwebsite or
email is intended for;

(b) include appropriate statements that the Client is leaving the Regulated Person’s
website and accessing another in cases where the Regulated Person’s website is
hyperlinked to other sites.

Warning Statements Which ShouldBe Included in Advertisements and, where Applicable,

Information
R.1.2.2

R.1.2.38

R.1.2.8

R.1.2.2

R.1.2.8
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A Regulated Person shall ensure that warning statements:

(a) are prominently situated and of a font size that is at least equal to the
predominant font size used throughout the document oidvertisement or
Information; and

(b) appeartogetherwith the benefits of the advertised Product or Service.

In the case ofmon-print media, it is sufficient that the warning statements are
mentioned at the end of the Advertisement.

A Regulated Person shall ensure that an Advertisement for a Product, which is not
readily realisable, states that it may be difficult fGlient to sell or exit the Product
and/or obtain reliable Information aboutits value or extent of the risks to which t is
exposed.

A Regulated Person shall ensure that an Advertisement or Information relating to a
Product that cannot be redeerad prior to maturity, or which incurs an early
redemption charge if redeemed prior to maturity, clearly states that this is the case.

A Regulated Person shall ensure that an Advertisement or Information relating to a
Product subject to frontendloading states, where applicable, that:

(@) deductions for charges and expenses are not made uniformly throughout the
life of the Product, but are loaded onto the early period;

(b) if the Client withdraws from the Product in the early period, the practice of
front-end loading will impact on the amount of money which the Client
receives; and

(c) if applicable, that a Client may not get back the fullamount invested.

Regulated Personsissuing an Advertisement shall ensure that:

(@) where the Producis complex, a warning is included to the effect that it may
not be suitable for Retail Clients;

(b) that the Information provided therein is not in conflict, in any way, with the
relevant prospectus or Product documentation. Phrases simikar or
derivatives of ‘fixed annual income, ‘minimum return”, ‘monthly
distributions” amongst others may only be used in accordance with the
provisions of the Product prospectus or Product documentation;
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(c) that the terminology used to describe the rate ofeturn is adequate
terminology for that particular Product or Service. When quoting rates of
return for bondfundsthe term‘yield’ should be used to describe such a return
in lieu of ‘interest rate’ or ‘return’. Care shall also be exercised in using the
correct terminology when advertising in Maltese so that the term ‘gliegh’ is
only used where appropriate as opposed to ‘rata ta’imghax’.

R.1.2.9 A Regulated Person shall ensure that where any Advertisement or Information
relates to a Product or Servitbat is denominated or priced in a foreign currency,
or where the value of such Product or Service may be directly affected by changes
in foreign exchange rates, the relevant warning statements are disclosed.

G.1.2.8 Further to the above Rule, Regul®edsons should use the following wording or such
other wording as appropriate in the particular circumstances:

Warning: This [Product/Servicd may be affected by changes in currency exchange

rates.

R.1.230 A Regulated Person shall ensure that Advertisemts should clearly indicate
whether the Product or Service being advertised places a Client's capital at risk. An
Advertisement for a Product where the consumer may not get back 100% of the
initial capital invested should contain the relevant warning.

G.1.2.9 For the purpose of the above Rule, Regulated Persons should use the following wording

or such other wording as appropriate in the particular circumstances:

IWarning: If you invest in this Product you may lose some or all of the money youinvest. |

R.1.2.2 A Regulated Person shall ensure that an Advertisement for a Product that quotes a

yield figure, a balanced impression of both the shortand long term prospects for the
investment, is given;

R.1.2.2 A Regulated Person shall ensure that fa Product where the promised return of
capital is only applicable on a specific date, an appropriate warningis given.

G.1.2.10 For the purposes of the above Rule, Regulated Persons should use the following warning
or such other wording as appropriatethe particular circumstances:

Warning: If you cash in your Product or redeem your investment before [specify the
particular date] you may lose some or all of the money you invest.

R.1.2.3 A Regulated Person shall ensure that Advertisements for a Robdhere there is no

access to funds for the term of the Product a specific warning in this regard should
be included.

G.1.2.11 For the purposes of the above Rule, Regulated Persons should usdat@ving
wording or such other wording as approprigte¢he particular circumstances:

Warning: If you invest in this Product you will not have any access to your money for
[insert time required before the Product matures].

R.1.2.3 A Regulated Person shall ensure that in Advertisements that promol@duct or
Service whose charging structure is complex shall include the Information necessary
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to ensure that the Advertisements are fair, clear and not misleading. Such
Advertisements should also contain sufficient Information taking into account the
needs of the recipients.

R.1.2.8 A Regulated Person shall ensure that Advertisements that offer packaged Products
which are not manufactured by the Regulated Person issuing the Advertisements,
indicate clearly that the Regulated Person is not the Manufactuoé the Product
advertised.

R.1.2.8 A Regulated Person shall ensure that where the advertised Product or Service can
fluctuate in price or value, the relative Advertisement contains a corresponding
warning statement.

G.1.2.12 For the purposes of theawve Rule, Regulated Persons should use the following wording
or such other wording as appropriate in the particular circumstances:

| Warning: The value of your investment may go down as well as up. |

R.1.2.3 A Regulated Person shall ensure that where tleéurn on an advertised Product or
Service is not set until a particular date (for example, the maturity date of the
advertised Product or Service), this should be clearly stated.

R.1.2.8 A Regulated Person shall ensure that where the subject of an Atlsementis a
Product described as being likely to yield income, or interest in the case of
Structured Deposits, or as being suitable for a Client particularly seeking income, the
relevant risk warnings are included where the income from such Product can
fluctuate.

G.1.2.13 For the purposes of the above Rule, Regulated Persons should use the following wording
or such other wording as appropriate in the particular circumstances:

Warning: The income you get from this investment may go down as well asup.

Information to be Included in Advertisements

R.1.2.9 A Regulated Person shall ensure that an Advertisement that uses promotional or
introductory interest rates clearly states the expiry date of that interest rate and
provides an indication of the ratéhat will apply thereafter.

R.1.240 An Advertisement should not describe a feature of a Product or Service as
"guaranteed", "protected” or "secure", or use a similar or equivalent term unless the
Regulated Person issuing the Advertisement has made asessment of the
guarantee in question and has found it to be adequate. If such terms are included,
then the Regulated Person shall ensure that the terms used are capable of being a
fair, clear and not misleading description of the advertised Product ahattall
relevant Information is communicated in the Advertisement with sufficient clarity
and prominence, to make the use of those terms fair, clear and not misleading.

Furthermore, such Advertisements should also include:

(a) the name and a descripin of the guarantor;

(b) the legally binding nature of the guarantee and what it relates to; and

(c) information as to whether there are any conditions, restrictions or other
matters which may affect the Client’s ability to benefit from it.
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A Regulated Person shall ensure that any assumptions, on which a statement,
promise or forecast contained in an Advertisement is based, are clearly stated,
reasonable and up to date.

A Regulated Person shall ensure that an Advertisement thatrpotes more than
one Product or Service sets out clearly the key Information relating to each Product
or Service in such a way that a Client can distinguish between the Products and
Services in question.

Where an Advertisement contains a statement report attributed to a person, the
Advertisement should also disclose the name of that person, his business address,
qualifications and any material interest in the Issuer of the Advertisement or in the
Products or Services which are the subject of thévertisement in question.

Where the Information contained in an Advertisementis sourced from a third party,
the Regulated Person issuing the Advertisement should also confirm that this
Information has been accurately reproduced and that fiacts have been omitted
which would render the reproduced Information inaccurate or misleading. In
addition, the Regulated Person should also identify the source(s) of the Information.

Advertisements Issued by Tied Insurance Intermediaries, Ancillary Insunce Intermediaries or

Tied Agents
R.1.2.5

Where a Tied insurance intermediary, Ancillary insurance intermediary or a Tied
Agent is tied to a single provider for a particular Product or Service, the Tied
insurance intermediary, Ancillary insurance intaediary or the Tied Agent shall
disclose this fact in all Advertisements for the Product or Service in question.

Advertisements Containing Pricing Claims

R.1.2.6

R.1.2.%

This Rule applies in relation to an Advertisement that makes pricing claims, including
finandal promotions that indicate or imply that a Regulated Person can reduce the
premium or fees, provide the cheapest premium or fees or otherwise reduce a
Client's costs:

A Regulated Person shall ensure that any qualifying criteria in relation to:

(a) obtaining a minimum price for the advertised Product or Service; or

(b) benefiting from potential maximum savings relating to the Advertised
Product or Service;

is included in the main body of the Advertisement.

Such an Advertisement should:

(@) be consistentwith the result reasonably expected to be achieved by the
majority of Clients who respond, unless the proportion of those Clients who
are likely to achieve the pricing claims is stated prominently;

(b) state prominently the basis for any claimed benefits arahy significant
limitations; and

(c) comply with other relevant legislative requirements.

Disclosures Relating to Taxation

R.1.2.8

If any Advertisement or Information refers to a particular tax treatment of a particular
Product or Service, a Regulated Pensshall ensure that the Advertisement or
Information in question contains:
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R.1.2.9

(@) details on the tax treatmentof the Product or Services, which is complete, fair,
relevant, accurate and not misleading;

(b) an indication as to whether the Regulated Persassumes responsibility for
the withholding of the taxes at source;

(c) an indication that the Information relates to any appropriate current
legislation as at the date of submission of that Information and that such tax
arrangements may changein the future.

Where the Informationrefersto a particular tax treatment, it shall prominently state
that the tax treatment depends on the individual circumstances of each Client and
may be subject to change in the future.

Information Provided to Clients whichRefer to Past Performance

R.1.50

G.1.2.14

G.1.2.15

A Regulated Person shall ensure that when providing any Information to Client
containing an indication of past performance of a financial index or a Service or a
Product, the following conditions are satisfied:

(a) thatindication is not the most prominentfeature of the communication;

(b) thereference period and the source of Informationis clearly stated;

(c) the Information contains a prominent warning that the figures refer to the
past and that past performance is not a reliabfelicator of future results;

(d) where the indication relies on figures denominated in a currency other than
that of the Member State in which the Client is resident, the currency is clearly
stated, together with a warning that the return may increase or dease as a
result of currency fluctuations;

(e) where the indication is based on gross performance, the effect of
commissions, fees or other charges are disclosed,;

The obligations relating to describing performance should be appliedightttod their
purpose and in a way that is appropriate and proportionate taking into account the
means of communication and the Information the communication is intended to
convey.

For the purposes of the above Rule, the Regulated Persomiserated to use the
following wording or such other wording as is appropriate in the circumstances:

(@ with respect t&? 1.250(c)

Warning: The performance figures quoted refer to the past and past performance is
not a guarantee of future performance ora reliable guide to future performance’ as
the applicable warning.

(b)  withrespect tdR.1.50(d)

Warning: This [Product] may be affected by changes in currency exchange rate
movements thereby affecting your investment return therefrom.

G.1.2.16
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In order tacomply withR.1.50(e) Regulated Persons may either quote performance
figure:

(@) net of all applicable fees, commissions and other charges; or

(b) gross, but clearly highlighting all applicable fees, commissions and charges in the
disclaimers contained in the Advertisement or Information and which could have
an impact on the value of the quoted performance. In this regard,
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9 for Financial Instrumesitand for Insurandeased investment products subject
to front end fees, Regulated Persons should use the following wording or such
other wording as is appropriate in the circumstances:

Warning: A commission or sales fee may be charged at the time of theinitial

purchase for an investment and may be deducted from the invested amount
therefore lowering the size of your investment’;

9 for Products subject to exit fees, Regulated Persons should to use the following
wording or such other wording as is apgedprin the circumstances:

Warning: ‘A fee/surrender penalty may be charged at the time you redeem yo
investment [or if you wish to withdraw your investment in the early period] /surrendet
penalty which may have an impact on the amount of money you reéve’.

G.1.2.17

G.1.2.18

G.1.2.19

G.1.2.20

G.1.221

In relation tgpackaged productsrformation required iR.1.50should be given on:

(@) an offer to bid basis (which should be stated) if there is an actual return or
comparison of performance with othevestments or

(b) an offer to offer, bid to bid or offer to bid basis (which should be stated) if there is
a comparison of performance with &ndex or with movements in the price of
units, or

(c) asingle pricing basis with allowance for charges.

If the pricing policy of tilmmackaged produdtas changed, the prices used should include
such adjustments as are necessary to remove anyiatistaresulting from the pricing
method.

Performance figure/s (including the use of graphs or other phrases used in the
Information or Advertisement which could give an indication of the rate of return) are
considered to be the most prominerdtdiee of the Information or Advertisement when

the font size/s used to illustrate the performance figure/s

(a) is larger than that used for any other item of Information within the same
communication;

(b) is disproportionate to the font size used for any ather of Information
including the disclaimers, footnotes, warnings; and

(c) Givedhe performance rate excessive prominence.

Where necessary footnotes or other Information included to supplement or elaborate on
the key Information in the maidy of the Advertisement, shall be of sufficient size and
prominence to be clearly legible. Where an asterisk is used to add explanation, the
explanatory text may appear as a footnote provided that the linkage is absolutely clear.

Regulated Psons should ensure that the reference period and the source of Information
is quoted even when disclosing and/ or illustrating past performance figures or
indicators in pie charts or any other types of graphs or illustrations.

Information Showing Simulated Past Performance

R.1.2.%

ARegulated Persoshall ensure that where Information it provides includes or refers
to simulated past performance, satisfies the following conditions:

(a) it relates to a Financial Instrument or a financial index;
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G.1.2.22

G.1.2.23

(b) the simulated pat performance is based on the actual past performance of
one or more Financial Instruments or financial indices which are the same as,
or substantially the same as, or underlie, the Financial Instrument concerned;

(c) in respect of the actual past performanceferred to in point (b) above the
conditions set out in points (a) to (c) and (e) Rfl.50are satisfied;

(d) the Information contains a prominent warning that the figures refer to
simulated past performance and that past penfimance is not a reliable
indicator of future performance.

The guidance noted 8.1.2.140 G.1.2.2bove andG.1.2.38hould be considered as
relevant guidance for the implementationRif.2.3 (b).

For the purposes &fulel.2.3(d),Regulated Persons are recommended to use the
following wording or such otherording as may be appropriate in the circumstances.

Warning: The performance figures quoted are only estimates and may not be a
reliable indicator of future performance of this investment ’.

Advertisements or Information Showing FutureéPerformance

R.1.2.8

G.1.2.24

G.1.2.3

G.1.2.26

A Regulated Person shall ensure that any Information containing an indication of
future performance satisfies the following conditions:

(@) theInformation is not based on or refer to simulated past performance;

(b) the Information isbased on reasonable assumptions supported by objective
data;

(c) the effect of commissions, fees or other charges is disclosed where the
indication is based on gross performance; and

(d) the Information is based on performance scenarios in different market
conditions (both negative and positive scenarios), and reflects the nature and
risks of the specific types of instruments included in the analysis.

(e) the Information contains a prominent warning that such forecasts are not a
reliable indicator of future performance

A Regulated Person should refrain from approving Advertisements or providing
Information to Clients referring to future performance if it is not in possession of the
objective data needed to comply with the rule on future performance.

Regulated Persons should not illustrate future performance figures in a way which
indicates or gives the impression that the future performance of the investment is
correlated in any way to the past performance of the investment.

In order to cmply withR.1.2.8(c), Regulated Persons may either quote performance
figures:

(@ net of all applicable commissions, fees and charges; or

(b) gross, but clearly highlighting all applicable commissions, fees and charges in the
Information disclaimers which could have an impact on the value of the quoted
performance as follows:

9 for Products subject to freend fees, Regulated Persons shaddhe following
wording or such other wording as is appropriate in the circumstances:

A commission or sales fee may be charged at the time of the initial purchase for
an investment, or at the time of the entering into an Insurance contract, as
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applicable, and may be deducted from the amount invested or from the
surrender value, as applicable, therefore lowering the size of the proceeds from
your investment or insurance policy, as applicable.

9 for Products subject to exit fees or surrender chargesat&edeersons are
recommended to use the following wording or such other wording as is
appropriate in the circumstances:

A fee may be charged at the time you redeem your investment [or if you wish to
withdraw your investment in the early period] or onthe surrender of the policy,
as applicable. This may have an impact on the amount of money you receive’.

In orderto comply withR.1.2.5 (d), Regulated Persons are recommended to use the
following wording for the applicable warning or such other wording as is appropriate in
the circumstances.

The performance figures quoted should only be considered as forecasts and
may not be a reliable indicator of future performance of this investment.

Guidance on Advertisements to be disclosed in Advertisements Broadcast on Television and

Radio.
G.1.2.28

With respect to Advertisements broadcast on television and radio, apart from the
guidance provided in ¢habovesections, Regulated Persons should:

(@) state the regulatory disclosure statement as set 8ulil.4;

(b) have clear and legible risk warnings indicated on a caption at the very bottom of
the visual which should take up rexd than 20% of the whole screen;

(c) indicate the captions on a black background and using bold, white text which is
non italicised. Captions at the bottom of the screen should not exceed 4 lines each

and should only be updated at intervals of not less tis@tcohds each during
broadcast of the visual,

(d) include avoice over of all the relevant risk warnings relative to the investment;

(e) notinclude any reference to past or future performance rates if the broadcast is
less than 30 seconds long.

Guidance onAdvertisements Issued on Social Media

G.1.2.29

G.1.2.30

G.1.2.31

G.1.2.32

“Social media” share the characteristic of being digital and can be defined as websites

and applications that enable users to create and share content or participate in social
networking. The following isnan-exhaustive list; blogs, microblogs (Twitter), social
and professional networks (Facebook, Linkedin, Google+), forums, image and video
sharing platforms (YouTube, Instagram, Vine, Pinterest).

The rules under ChaptefQisclosures” of the Conduct of Business Rulebook are media
neutral; therefore they apply to social media as they would to any other medium.

Any form of communication through social mesiaapable of being an Advertisement,

depending on whether it includes an invitation or Inducement to engage in financial
activity.

An Advertisement must be made within the “course of business”, that is, it requires a

commercial interest onehpart of the communicator, for it to be captured within the
regulatory regime.
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G.1.2.33

G.1.2.34

G.1.2.35

G.1.2.36

G.1.2.37

G.1.238

When deciding whether to promote or advertise through social media, Regulated
Persons should take into consideration the nature of their promotions together with the
fact that communications through social media can reach a wide audience very rapidly.
Due to the possibility of promotions through social media being circulated by users to
unintended recipients, Regulated Persons should take adequate measures to label and
target their communications. The target audience, the nature of the Product and the
likely Information needs of the average recipient should be considered.

In order for Regulated Persons to adhere with the requirement to be “clear, fair and not
misleading” as outlined in R.1.26, when promoting their Products or Services through
social media, such Regulated Persons should ensure that Clients have an appreciation of
the relevant risks in addition to the potential bengRtsgulated Persons should ensure

that relevant text is sufficiently prominent.

In view that adverts on some social media are subject to chiimaitétions, the use of
images and infographics is recommended to ensure that all the relevararmisigs

and other required statements are included in the advert. It is also possible to include a
link to more comprehensive Information, provided that the promotion is compliant with
the applicable regulatory requirements on a stnde basis.

Where a recipient shares or-tweets a Regulated Person’s communication,
responsibility lies with the communicator (i.e. the recipient); therefore the Regulated
Person would not be responsible. Notwithstanding, any breaches of rules im#te origi
communication are still the responsibility of the Regulated Person and the MFSA will
take up the matter with the Regulated Person.

If a Regulated Persontneeets a Client’s tweet, should the Client’s tweet endorse the
benefits of a regulatefinancial Product or Service, sharing of such comment by the
Regulated Person will constitute a promotionitwBeting by a Regulated Person of a
Client’s tweet expressing satisfaction on good customer service is not considered to be a
promotion.

The Issuer of the Advertisement on social media should be clearly identifiable. Where a
personal social media account is used by someone associated with a particular
Regulated Person, such as a senior person at the business, that individual and the
Reglated Person should take necessary measures to clearly distinguish personal
communications from those that are made in the course of that business.

Part A: Rules and Guidance applicable to Regulated Persons which fall under points (i), (ii) or (v)
of the definition of ‘Regulated Person’ in the Glossary to these Rules

R.1.28

For the purposes of this Part the term “Regulated Person” shall refer to a person
which falls under points (i), (ii) or (v) of the definition of ‘Regulated Person’in the
Glossary to these Rules.

Advertisements or Information Relating to a Feeder UCITS schemes or European UCITS Schemes

R.1.2.8
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A Regulated Person shall ensure that any Advertisement or Information which
comprises an invitation to puchase units in a UCITS scheme or a European UCITS
Scheme and that contains specific details aboutthe scheme:

(@) makes no statement that contradicts or diminishes the significance of the
Information contained in the prospectus and the Key Investdnformation
Document for the scheme;

(b) indicates that a prospectus exists for the scheme and that the Key Investor
Information Document or documentis available; and
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(c) specifies where and in which language such Information or documents may
be obtained by invesors or potential investors or how they may obtain access
to them.

R.1.2.5 Where a UCITS scheme or a European scheme may invest more than 35% of its
scheme property in transferable securities and money market instruments issued or
guaranteed by an Membe$tate or EEA State, one or more of its local authorities, a
Third Country or a public international body to which one or more Member States
or EEA States belong, the Regulated Person shall ensure that Advertisements
relating to the scheme contain a proment statement drawing attention to the
investment policy and indicating the particular Member States or EEA States, local
authorities, third countries or public international bodies in the securities of which
the scheme intends to invest or has investedane than 35% of its scheme property.

R.1.2.6 Where a UCITS scheme or European UCITS Scheme invests principally in units in
collective investment schemes, deposits or derivatives, or replicates a stock or debt
securities index or as indicated in Standata@ence Condition 5.37 of Part Bll of the
Investment Services Rules for Retail Collective Investment Schemes, the Regulated
Person shall ensure that Advertisementrelating to the scheme contains a prominent
statement drawing attention to the investment paty.

R.1.2.8 Where the net asset value of a UCITS scheme or a European UCITS Scheme has, or is
likely to have, high volatility owing to its portfolio compaosition or the Portfolio
Management techniques that are or may be used, the Regulated Person sisaite
that an Advertisement relating to the scheme contains a prominent statement
drawing attention to that characteristic.

Advertisements and Information Relating to UCITS Schemes or European UCITS Schemes

R.1.2.B A Regulated Person shall ensubat an Advertisement and Information (other than
a Key Investor Information Document) relating to a Feeder UCITS Scheme contains
a statement thatthe Feeder UCITS Scheme permanently invests at least 85% in value
of its assets in units of its Master UCITS.

Advertisements Relating to an Offer of Securities to the Public or to an Admission to Trading on a
Regulated Market in Malta

R.1.2.9 Where no prospectus is required in accordance with tirective 2003/71/EC
(Prospectus Directivelany Advertisement relating to an Offer of securities to the
public or for an admission to trading onRegulatedMarket in Malta shallinclude a
warning to that effect unless theskuer, theoffer or the person asking for admission
to trading on aRegulated Market in Malta chooses to publish a prospectus which
complies with the requirements ofDirective 2003/71/ECand Regulation (EC)
809/2004

Advertisements Containing an Offer or Invitation

R.1.260 Marketing communications containig an offer or invitation of the following nature
and specifying the manner of response or including a form by which any response
may be made, shall include such of the Information referredirl.4.6, R.14.17,
,R.1.43t0R.1.4.8,R.1.4.4,R.1.4.8andR.1.4.9t0 R.1.4.8

as is relevant to the offer anvitation:
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(a) an offer to enter into an agreement in relation to a Financial Instrument or
investment services or Ancillary service with any person who responds to the
communication;

(b) an invitation to any person who responds to trmmmunication to make an
offer to enter into an agreement in relation to a Financial Instrument or
investment service or Ancillary service.

However, paragraph (a) shall not apply if, in order to respond to an offer or invitation
contained in the marketingcommunication, the potential Client must refer to
another document or documents, which, alone or in combination, contain that
Information.

Advertisements or Information Containing Comparative Information

R.1.2.6 Where the Information compares investmerar Ancillary services, Financial
Instruments, or persons providing investment or Ancillary services, Regulated
Persons shall ensure that the following conditions are satisfied:

(@) the comparison is meaningful and presented in a fair and balanced way;
(b) the saurces of the Information used for the comparison shall be specified;
(c) thekey facts and assumptions used to make the comparison shall be included.

Information Provided to Clients, Which Refer to Past Performance

R.1.2.8 In addition to the disclosure rquirements made in terms oR.1.250, a Regulated
Person shall ensure that when providing any Information to Client containing an
indication of past performance of a financial index or a Service or a Product, the
Information must hclude appropriate performance Information which covers the
preceding five years, or the whole period for which the Product has been offered,
the financial index has been established, or the Service has been provided where
less than five years, or such Iger period as the Regulated Person may decide, and
in every case that performance Information is based on completaii@nth periods.

G.1.2.39 With respect t&®.1.2.8 Regulated Persons should ensure that all performance figures
guoted in the Information or in the Advertisement are annualised. In addition, where
Regulated Persons, annualise a rate of return using figures which do not span over a
year, they should clearly disclose the basis period over which the annualised rate is
calculated and include the following disclaimer or such other wording as is appropriate
in the circumstances:

‘The annualised rate is an indication of the average growth of the investment over one year'. |

Part B: Rules and Guidance applicable to Regulated Persons which fall under points (iii) or (iv) of
the definition of ‘Regulated Person’ in the Glossary to these Rules

R.1.2.8 For the purposes of this Part the term “Regulated Person” shall refer to a person
which falls under points (jii) or (iv) of the definition of ‘Regulated Person’ in the
Glossary to these Rules.

Advertisements and Information Relating to Linked longterm contract of insurance

R.1.2.8 In Advertisements and lormation relating to an Insurance contract which is a
Linked longterm contract of insurance, the Regulated Person concerned shall
include a statement that the Client’s investment decision should be based on the
full details of the Product Information daement, and shall state from where this
document may be obtained or accessed.
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A box advert carried in print media indicating prices (“price box”) for Linked long-
term contracts of insurance shall include:

(@) the name and contact details of the Retated Person responsible for the
publication of the Advertisement;

(b) names of the funds which may be linked thereto;

(c) the price(s) and their relevant date;

(d) the change from the previously quoted price(s);

(e) anindication that initial and/or exit fees apply or nyaapply, as appropriate.

Advertisements and Information relating to Longterm insurance business

R.1.2.6

R.1.2.8

In Advertisements or Information relating to a LoAgrm insurance business
insurance policy which gives particulars of any of the benefits payablelenthe
policy, the Regulated Person responsible for that Advertisement shall state:

(@) which of the benefits under the contract (if any) are of fixed amounts and what
those amounts are; and
(b)  which of them (if any) are not of fixed amounts.

In addition to the disclosure requirements made in terms Bf1.50, where an

Advertisement is issued in accordance with the requirements of Rules under Part B

above, the Regulated Person shall ensure that thavertisement:

(@) contains a statement that further Information will be supplied If requested;
and

(b) information furnished to a Regulated Person shall not contain a statement
relating to past performance unless the basis on which such performasice
measured is clearly furnished

(c) referring to past performance is relevant to the Regulated Person or the
policies offered by such Regulated Person.

Part C: Rules and Guidance applicable to Regulated Persons which fall under point (i) of the
definition of ‘Requlated Person in the Glossary to these Rules who market, distribute or sell

contracts for differences to Retail Clients in or from Malta.

R.1.2.8

R.1.2.6

For the purposes of this section, a Regulated Person meansraquefalling under
point (i) of the definition of Regulated Person in the Glossary to these Rules.

The Regulated Person shall not send directly or indirectly a communication to or
publish information accessible by a Retail Client relating to thearketing,
distribution or sale of a CFD unless it includes the appropriate risk warning as
specified by and complying with the conditions set outin this Part.

Risk Warning Conditions

R.1.2.70

R.1.2.71

The risk warning referred to in R.1.2.6bove, shall be in a layout ensuring its
prominence, in a font size at least equal to the predominant font size and in the
same language as that used in the communication or published information.

If the communication or published informationsi in a Durable Medium or a
webpage, therisk warning shall be in the following format:
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CFDs are complex instruments and come with a high risk of losing money rapidly due to leverage.

[insert percentage applicable to Regulated Person]% of retail investor accounts lose money
when trading CFDs with [insert name of Regulated Person who is issuing the
information/communication].

You should consider whether you understand how CFDs work and whether you can afford to|take
the high risk of losingyour money.

R.1.2.72 If the communication or published information is in a medium other than a Durable
Medium or a webpage, the risk warning shall be in the following format:

[Insert percentage applicable to Regulated Person]% of Retail Client accounts lose money
when trading CFDs with [insert name of Regulated Person who is issuing the
information/communication].

You should consider whether you can afford to take the high risk of losing your money.

R.1.2.73 By way of derogation t&Rule R.1.2.7dnd R1.2.2 above, if the number of characters
contained in the risk warning in the format specified therein exceeds the character
limited permitted in the standard terms of a third party marketing provider, the risk
warning may instead be in the following fionat:

|[Insert percentage applicable to Regulated Person]% of retail CFD accounts lose money.

R.1.2.74 If the risk warning specified in the R.1.3.Zbove is used, the communication or
published information shall also include a direct link to the webpage of the
Regulated Person containing the risk warning in the format specified in R.3.2.7

R.1.2.75 The risk warning shall include an ujp-date spedic loss percentage which is
specific to the Regulated Person and which is based on a calculation of the
percentage of CFD trading accounts provided to retail clients by the Regulated
Person that lost money. The calculation shall be performed every thneaths and
shall cover the 12 month period preceding the date on which it is performed (“12
month calculation period”). For the purposes of the calculation:

(a) an individual Retail Client CFD trading account shall be considered to have
lost money if the sumof all realised and unrealised net profits on CFDs
connected to the CFD trading account during the 12 month calculation
period is negative;

(b) any costs relating to the CFDs connected to the CFD trading account shall
be included in the calculation, includingll charges, fees and commissions;

(c) the following items shall be excluded from the calculation:

I. any CFD trading account that did not have an open CFD connected
to it within the calculation period;

. any profits or losses from products other than CFDs coneddb the
CFD trading account;
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. any deposits or withdrawals of funds from the CFD trading account.
R.1.2.76 By way of derogation from R.1.270 R.1.2.53, if in the last 12Znonth calculation
period a Regulated Person has not provided an open CFD connetbed Retail
Client CFD trading account, that Regulated Person shall use the standard risk
warning in the following formats, as appropriate:

CFDs are complex instruments and come with a high risk of losing money rapidly due to leverage.
Between 74-89% of retail investor accounts lose money when trading with CFDs.

You should consider whether you understand how CFDs work and whether you can afford to|take
the high risk of losing your money.

Between 74-89% of retail investor accounts lose money when trading with CFDs.

You should consider whether you can afford to take the high risk of losing your money.

74-89% of retail CFD accounts lose money.

R.1.2.77 The Regulated Person shall ensure that its wadirtal contains the appropriate
educational mateial aimed at guiding clients who are new to this kind of trading,
including inter alia on the nature and specificities of these products; provide a clear
explanation of how an online trade can be made over the system and explain what
type of skills are rguired to carry out online trading activity and to limit trading risk.

Section3: DISCLOSURE OF INFORMATION ON REGULATED PERSONS

Application

R.1.3.1 The Rules and any relative Guidance set out under the heading‘General Rules’ shall
apply to allRegulated Persons, except as otherwise indicated.

R.1.3.2 The Rules and any relative Guidance setoutunder Part A apply to Regulated Persons
which fall under point (i), (i) or (v) of théefinition of ‘Requlated Person’ in the
Glossaryirrespective of their licence category.

R.1.3.3 The Rules and any relative Guidance set out under the heading Painiall apply to
all Regulated Persons which fall under the point (i) of tihefinition of ‘Requlated
Person’in the Glossary and which qualify as UCIT8anagement Companies.

R.1.3.4 The Rules and any relative Guidance set out unitherheading Part C shall apply to
Requlated Personsvhich fall under point (iii) of the relevant definition in the
Glossary.

R.1.3.5 The Rules and any relative Guidance set out under the Part D shall apply to

Regulated Persons which fall under point (iv) of ttefinition of ‘Requlated Person’
in the Glossary

General Rules

R.1.3.6 A Regulated Person shall in good time, prior to the conclusion of any contract, or if
there is a material change after the conclusion of a contracttioe provision of a
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R.1.3.7

R.1.3.8

R.1.3.9
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Service or Product, make the following disclosures to Clients:

(@) its name and address and the Product or Service which is being provided or
carried out which, shallinclude the address of the head office of the Regulated
Person (includingvhere applicable, the name of the Member State or Third
Country where such head office is situated) and, where appropriate, the
address of the agent or branch concluding the contract (including where
applicable, the name of the Member State or Third Comntwhere such
branch is situated). Where the Regulated Person is a Third Country Insurance
undertaking, such Regulated Person shall provide the address of the Maltese
branch;

(b) a statement of the fact that the Regulated Person is licensed by the MFSA,
together with the address of the MFSA. Where applicable, a Regulated Person
shall also disclose to the Client the Register in which the Regulated Person has
been included and the means for verifying that it has been registered or
notified,;

(c) information relating to the procedures allowing Clients or other interested
persons to register complaints about the Regulated Person;

(d) information about any compensation which may be available to the Client
under any compensation scheme which may be applicable.

Provided that iformation required in termsof this Ruleneed not be providedby the
Regulated Person when carrying out distribution activities in relation to insurance
of Large risks.

A Regulated Person which decides to appoint a Tied Agent, Tied insurance
intermediary and Ancillary insurance intermediary shall ensure that, when

contacting or before dealing with any Client such Tied Agent or Tied insurance
intermediary or Ancillary insurance intermediary discloses the capacity in which he
is acting and the Regakted Persons which he is representing. In the case of a Tied
insurance intermediary and an Ancillary insurance intermediary such disclosure
shallalso include the enrolment numberand show the company’s businesscard.

Provided that information requiredn terms of this Rule need not be provided by
the Regulated Person when carrying out distribution activities in relation to
insurance oLarge risks.

A Regulated Person shall ensure that any designation given to its employees reflects
the Service being provided by such employee. The employee shall clearly disclose
whether he is authorised to give Advice and whether the Service being provided is
of an advisory nature or otherwise.

Where a Regulated Person is either:

(@) enrolled in the Brokers List and proposes to place a Client’s insurance
requirements with an Insurance undertaking which is neither a company
authorised under thelnsurance Business A¢Cap. 403)nor a European
Insurance Undertaking; or

(b) licensed under thelnvestment Services AcfCap. 37Q) and proposes to
transmit a Gent’s order for execution by another entity which is neither
licenced under thelnvestment Services AdiCap. 370)nor a European
Investment Firm,

the RegulatedPerson shall in good time, prior to the conclusion of a contract, inform
the Client of the following:


http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=8870&l=1
http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=8839
http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=8839
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i. that the insurer with whom the Client’s requirements are proposed to be
placed or the company to which the order is proposed to be transmitted, is
not a company authorised under thinsurance Business A@ap. 403pr the
Investment Services A¢Cap. 370asapplicable;

. if theinsurer with whom the Client’s requirements are proposed to be placed
or the company to which an order is proposed to be transmitted becomes
insolvent, the Client may not be protected by the Pmattion and
Compensation Fund established by thHasurance Business A¢Cap. 403pr
by the Investor Compensation Scheme established by tHevestor
Compensation Scheme Regulations (Legal Notice 368 of 2G8applicable;

ii. that the insurer with whom the Client’s requirements are proposed to be
placed or the companyd which an order is proposed to be transmitted may
not have a general representative in Malta and the Client may have difficulty
in suing or executing judgement against the insurer or the company in
guestion, as applicable;

iv. whether the parties to the contact are entitled to choose the law applicable
to the contract;

V. that any premiums to be paid in respect of an Insurance contract or any funds
provided to the Regulated Person for the purposes of purchasing a Product,
any claim that may arise in respecttbfe Insurance contract or any proceeds
paid from such investments may have to be paid in foreign currency which is
subject to exchange rate fluctuations.

A Regulated Person shall also, in good time, prior to the conclusion of a contract,
providethe Client with at least the following Information:

(@) whether a Manufacturer, an Insurance undertaking or a parent undertaking of
an Insurance undertaking or a UCITS Management Company has a holding
directly or indirectly, representing 10% or more of theting rights of the
capital in a Distributor, such Insurance intermediary or UCITS Scheme;

(b) whether a Distributor or an Insurance intermediary or a UCITS Scheme has a
holding direct, or indirect, representing 10% or more of the voting rights or of
the cagptal in the Manufacturer, an Insurance undertaking or a parent
undertaking of such Insurance undertaking or of a UCITS Management
Company.

Provided that the information referred to in this Rule need not be provided when
Regulated Persons carry out distribution activities in relation to insurancéaofe
risks.

Part A: Rules and Guidance applicable to Regulated Persons which fall under pargt), (ii) or (v)
of the definition of ‘Regulated Person’ in the Glossary to these Rules.

R.1.3.11

R.1.3.12

Forthe purposes of this Part, a “Regulated Person” meansa personwhich fallunder
point (i), (ii) or (v) of the defibibn of ‘Regulated Person’in the Glossary.

A Regulated Person shall provide, in good time, appropriate Information to Clients
about:

(a) Financialinstruments and proposed investment strategies;

(b) Execution venues, and

(c) Al costs and related charges.
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R.1.3.13

R.1.3.14

R.1.3.15

The Information referred to in (a) and (b) above shall include the details set out in
R.1.4.7(b) to (d)JandR.1.4.2.

Such Information shall be provided in a comprehensible formin such a manner that
Clients are reasonably able to understand the nature and risks of the investment
service and of the specific type of Financial Instrument that is being offered and,
consequently, to take investment decisions on an informed basis.

A RegulatedPerson shall provide appropriate Information to its Clients on its order
execution policy. The Information provided shall explain clearly, in sufficient detalil
and in a way that can be easily understood by Clients, how orders will be executed
for that Clent. A Regulated person is required to obtain the prior consent of its
Clients to the execution policy.

Where the order execution policy provides for the possibility that Client orders may
be executed outside a Trading venue, the Regulated Person simafbarticular,
inform its Clients about this possibility. The Regulated Person shall obtain the prior
express consent of its Clients before proceeding to execute their orders outside a
Trading Venue. This consent may either be obtained in the form ofemegal
agreement or in respect of individual transactions.

A Regulated Person who executes Client orders is required to make public on an
annual basis, for each class of Financial Instruments, the top five Execution venues
in terms of trading volimes where such Regulated Person has executed Client
orders in the preceding year and Information on the quality of the execution
obtained. This Information may be provided in summarised format. The Regulated
Person should refer to the requirements Gbmmission Delegated Regulation (EU)
2017/576 for guidance on the content, format and the manner in which the
information is to be published.

The Reguted Person should inform Clients about the Inducements that the
Regulated Person may receive from the Execution venues. The Information should
specify the fees charged by the Regulated Person to all counterparties involved in
the transaction, and where ta fees vary depending on the Client, the Information
should indicate the maximum fees or range of fees that may be payable. Where the
Regulated Person charges more than one participantin a transaction, it shall inform
its Clients of the value of any momary or nonrmonetary benefits received by it.

Part B: Rules applicable to Regulated Persons which fall under point (i) of tha@efinition of
‘Regulated Person’ in the Glossary and which qualify as UCITS Management Companies

R.1.3.16

R.1.3.17
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Forthe purposes of this Part, a ‘Regulated Person’ means a person which fall under
point (i) of the definition of ‘Regulated Person’ and which qualifies as a UCITS
Management Company.

Where the Regulated Person has carried out a subscription or redemption order
received from a Client, it shall notify the said Client, by means of a Durable medium,
confirming execution of the order as soon as possible, and no later than the first
business @y following execution, or where the confirmation is received by the
Regulated Person from a third party, no later than the first business day following
receipt of the confirmation from the third party. The notice shatiter alig include

the identification of the Regulated Person and the Client.


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0576&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0576&from=EN
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Part C: Rules applicable toRegulated Persons which fall under point (iii) of thelefinition of
‘Requlated Person’in the Glossary to these Rules

R.1.3.18

R.1.3.19

For the purposes ofthis section, a “Regulated Person” means a person which fall
under point (iii) of the definition of ‘Regulated Person’in the Glossary thatcarries on
Long-term insurance business.

Regulated Persons shall provide a concrete reference to theorepn its solvency
and financial condition as laid down in Article 51 bfrective 2009/138/EC (Solvency
[l Directive)allowing the Client easy access to ghinformation.

Part D:Rules applicable to Regulated Persons which fall under point (iv) of th2efinition of
‘Requlated Person’in the Glossary to these Rules

R.1.3.20

R.1.3.21

R.1.3.22

For the purposes of this section, the term “Regulated Person” shall mean a person
which fall under point (iv) of the definition of‘Regulated Person’in the Glossary that
acts as an insurance broker, an insurance agent or an insurance manager holding an
appointment with authority to enter into Insurance contracts and whose
appointment is governed by an agreement which has the effect of an agency
agreement.

A Regulated Person shall in good time, prior to the conclusion of any contract,
inform the Client whether it is representing the Client or is acting for and on behalf
of an Insurance undertaking.

Where a Regulated Person as referred toRrl.3.2Qproposes to place a Client's
insurance requirements wh an underwriting member of Lloyds, it shall make the
following disclosures to the Client:

@)

(b)

(©)

A description of the relationship which the Regulated Person has with the
underwriting member of Lloyd’s subscribing to the policy;

Explain that an Insuranceonitract underwritten at Lloyd’s is underwritten by

underwriting members with several liability and not joint and is limited solely
to the extent of each Lloyd’s underwriting member’s subscription. The

subscribing Lloyd’s underwriting members are not responsible for the
subseripton of any c<
insurer who for any reason does not satisfy all or part of its obligations.
However, the Regulated Person should also explain that:

I. available at the discretion

meet their own liabilities; and
. In the eventuality of claims remaining unpaid in respect of
contracts of insurance which are concluded in Malta and which

meet its liabilities, limited compensation may be available to the
Client from the Protection and Compensation Fund established
under thelnsurance Business A@€ap. 403)

representative in Malta and explain that

and of each of its underwriting members and to file anydjcial acts in the
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