EXPERTISE POLICY RULE 2011

Policy rule of De Nederlandsche Bank N.V. (DNB) and the Natids Authority for the Financial
Markets (Autoriteit Financiéle Markten / AFM) concerning theestipe of policy-makers as referred to
in the Financial Supervision Act, the Pension Act, the Obligddmgupational Pension Schemes Act and
the Supervision of Trust Offices Act (Expertise Polidg R011).

De Nederlandsche Bank N.V. and the Netherlands Authfaritthe Financial Markets;

After consultation with the representative organisetiand after conferred with the Ministry of Finance

and the Ministry of Social Affairs and Employment;

Having regard to sections 3:8, 3:271, 4:9, subsection 1, &f] Subsection 1, of the Financial
Supervision Act(Wet op het financieel toezichWWft), section 105, subsection 3, of the Pension Act
(Pensioenwet Pw), section 110, subsection 3, of the Obligatory Occupatidaasion Schemes Ajlvet
verplichte beroepspensioenregeling/i/b), article 14, paragraph 3, and articles 29 and 30 of the ®ecre
implementing the Pension Act and the Obligatory Occupdti®easion Schemes A(Besluit uitvoering

Pw en Wvh)and sections 4, opening words and (b), and 11, subsé;tiohthe Supervision of Trust
Offices Act(Wet toezicht trustkantoreniit);

Having regard to section 3:100, subsection 1 (b), of ih@nEial Supervision Act, as this part of the
subsection will read from the date on which the Act imaeting the Directive on Holdings in the
Financial SectofWet implementatie richtlijn deelnemingen in de financiéletor)(Parliamentary Papers
II, 2009-2010, 32 292, no. 2) enters into force;

Having regard to section 3:8 of the Financial Supervisich &s this section will read from the date on
which the Act on the Introduction of Premium Pensionitintsdbns (Wet introductie
premiepensioeninstellinge(Parliamentary Papets2009-2010, 31 891, no. A) enters into force;

Having regard to section 4:9, subsection 1, of the FinhBapervision Act, as this subsection will read
from the date on which the Act amending Book 2 of the &thds Civil Code and the Financial
Supervision Act in connection with the power to adjust meedver bonuses and profit shares of directors
and day-to-day policymakers and to assess the expeft@gervisory board members (Parliamentary
Paperdl, 2009-2010, 32 512, no. 2) enters into force;

DECIDE

To introduce a joint policy rule on expertise:
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Reader’s guide

Aim

The aim of this policy rule is to clarify what requiremts are made by DNB and the AFM in respect of the expeofis
policymakers of undertakings under their supervision and abpécts they take into account in assessing this expértise
addition, this policy rule provides insight into the cooperabetween the supervisory authorities in assessingtesegpe

Scope

The policy on expertise as explained in this policy rule eppb all policymakers of undertakings that are undesupervision
of DNB and/or the AFM pursuant to the Financial Supervishat, the Pension Act, the Obligatory Occupational Skam
Schemes Act or the Supervision of Trust Offices Act.

Structure
The policy rule consists of three chapters, an annex>grldnatory notes.

Contents

Chapter 1sets out the requirements for the expertise of policyrsaked the information used by the supervisory authority in
making the assessment. These requirements apply toddttakings and all policymakers both before they takeefind
during their term of office. The basic principle of tipislicy rule is that policymakers should continuously fulfie expertise
requirements and should show this in their actions.

To ensure that the expertise requirements can be appligmbriiooately, the supervisory authorities have divided the
undertakings subject to supervision into three groups: A,dBGThis reflects the different activities, riskgesand complexity

of the undertakings. The basic premise is that all yolékers should comply with the first chapter of theqyolule, regardless

of which group they belong to.

Chapter 2contains provisions for assessing the expertisepafliay maker of undertakings belonging to group B or group C
before he or she takes office and elaborates pait 1.2.

Group A consists of investment product providers; banks; clgaristitutions; risk acceptance entities; financialifogons;
financial holding companies; mixed financial holding comparmir mixed-activity insurance holding companies havieg geat
in the Netherlands; reinsurers; life insurers; madgtrators; pension funds; occupational pension funds; pnerpension
institutions; non-life insurers (authorised).

> Only chapter 1 applies to group A.

Group B consists of credit providers; investment firms; managdrcollective investment schemes; investment conegani
depositaries.
> Chapter 1 and chapter 2, parts 2.1 - 2.6, apply to group B.

Group C consists ofiinancial service providers with the exception of fioah service providers in groups A and B; payment
institutions, electronic money institutions; funeeapenses and benefits-in-kind insurers; mutual insurendeties (certified);
trust offices.

> Chapter 1 and chapter 2, parts 2.1 - 2.3, 2.7 and 2.8 tapgftoup C.

Chapter 3contains provisions on the evaluation of the potidg, repeal of the AFM'’s current expertise policy rules émtry
into force of this policy rule and the official title.

An annex listing and defining competencies is included aftapter 3. This is followed by general explanatory noteshates
to chapters 1, 2 and 3.



EXPERTISE POLICY RULE 2011

CHAPTER 1 — GENERAL PROVISIONS ON ASSESSING THE EXPERTISE OF
POLICYMAKERS

1.1 Definitions and terms

The terms in this policy rule have the same meaningsthe Financial Supervision Act,

the Pension Act, the Obligatory Occupational Pensairees Act and the Supervision of

Trust Offices Act and related secondary legislationessthese terms are expressly

defined otherwise in this policy rule.

The following terms have the following meanings in thisqofile:

a)

b)

c)

d)

9)

h)

policymaker: a person whose expertise must be assessedhe&arancial
Supervision Act, the Pension Act, the Obligatory Occupati®ension Schemes
Act and the Supervision of Trust Offices Act and relatecondary legislation;
collective: two or more policymakers who together deteenfor help to
determine) the (day-to-day) policy of the undertaking;

undertaking: a financial undertaking, mixed financial hgccompany, financial
holding company or insurance holding company having itsis¢aé
Netherlands, pension fund, occupational pension fund ordffics;

supervisor: DNB, the AFM or DNB and the AFM together;

customers: consumers, clients, members, former mepgersion beneficiaries
and other beneficiaries and investors;

undertakings in group A: investment product providers, bar&aring
institutions, risk acceptance entities, financialitnibns, financial holding
companies, mixed financial holding companies or mixed-iagciivsurance
holding companies having their seat in the Netherlandssuagrs, life insurers,
market operators, pension funds, occupational pension fpretajum pension
institutions and non-life insurers (with authorisajjon

undertakings in group B: credit providers, investment firmsnagers of
collective investment schemes, investment companies andide®s;
undertakings in group C: financial service providers withdxception of
financial service providers in groups A and B, paymestitutions, electronic
money institutions, funeral expenses and benefits-id-kisurers, mutual

insurance societies (certified) and trust offices.
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1.2 Expertise

1.

Expertise consists of knowledge, skills and professiomaduct. The expertise of a

policymaker is in any event evident from the educatiomkwaperience and

competencies of the policymaker and their continuous applicathe annex to this

policy rule lists relevant competencies needed in ordéetwonstrate expertise.

Policymakers must have expertise in the following areas:

A.

Management, organisation and communicationincluding the management of
processes, job areas and employees and the observancgosoeneent of
generally accepted social, ethical and professional s@sdacluding the
provision of timely, correct and clear information tstomers and the supervisor.
Products, services and markets in which the undertakg is active including
relevant primary and secondary legislation and findufaiad actuarial) aspects.
Controlled and sound operations including the administrative organisation and
internal control, the safeguarding of expertise and p@ral competence within
an undertaking, the proper treatment of customers, rslagement, compliance
and outsourcing; and

Balanced and consistent decision-makinthat accords a central role to such

factors as the interests of customers and other sillash.

Notwithstanding subjects A to D of part 1.2.1, thiofeing areas of expertise — (a)-(f)

— as referred to in article 30, paragraph 3, of the Raonplementing the Pension Act

and the Obligatory Occupational Pension Schemes Adtemnexpertise requirement

concerning outsourcing (g) referred to in article 14, pagtyB of the Decree

implementing the Pension Act and the Obligatory Occupati®eatsion Schemes Act

are applicable to policymakers at pension funds and occupgtiemsion funds,

namely:

a) the management of an organisation;

b) relevant primary and secondary legislation;

c) pension schemes and types of pension;

d) technical financial and actuarial aspects, includingrfcing, investments,
actuarial principles and reinsurance;

e) administrative organisation and internal control+

f) communication; and

g) outsourcing.
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3. For the purposes of the pre-appointment assessmempotitymaker of an undertaking
as referred to in chapter 2, the expertise requirengestsibed in part 1.2.1 are
elaborated in chapter 2.

1.3 Assessment variables
The assessment of a policymaker’s expertise should ta&erdaaf:
a) the position of the policymaker; and

b) the type, size, complexity and risk profile of the undentgki

1.4 Collective
If there is a collective, the assessment of expestiseld take account of the composition
and functioning of the collective.

1.5 Assessment moments
The supervisor assesses the expertise of a policymaker:

a) before a policymaker takes office at the time of appbtinafor authorisation or
registration or the proposed appointment of a new polikgmi@ an undertaking
that already has an authorisation or is registered; and

b) after a policymaker has taken offigehere are facts and/or circumstances that

constitute reasonable grounds.

1.6 Information and antecedents
1. When assessing the expertise of a policy maker, thevssmretakes account of
information and antecedents that have a bearing on suchisaper
2. Information and antecedents as referred to in part Wili.in any event mean:
a) the fully completed and signed ‘Proposed Appointment NotiéoaForm’;
b) supervision information and antecedents, such as formdah&rmal supervisory
measures;
c) the policy pursued by an undertaking and the outcomes tHerabt purposes of
recruitment and selection and for periodic appraispbtitymakers; this includes:
i) the policy documented by the undertaking, which takes accoypairtsf
1.2.1, 1.3 and 1.4 and, in the case of pension funds and oocibati
pension funds, parts 1.2.1 opening words, 1.2.2, 1.3 and 1.4;
if) the job profile drawn up by the undertaking for the positiorwhich a

policymaker is to be assessed and the decision-makiegg¥¢recorded
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in writing) on the selection of a policymaker, which slioalso show the
considerations that have led to this outcome; and
iii) insofar as applicable, the periodic assessment (retanderiting) of a
policymaker by reference to the job profile and thecafyied out,
including the considerations that have led to this outcome;
other information to be supplied by the undertaking inrsadathis may be relevant
to assessment of the expertise of a policymaker;
other information, including the involvement of a ppfiaker in a suspension of
payments or bankruptcy; and

information in the public domain.

1.7 Evaluation of information and antecedents

When evaluating the information and antecedents referriedp@rt 1.6, the supervisor will

take account of the following factors:

a)

b)
c)
d)
e)

f)

9)

the connection between the act or acts underlyingnfbemation or antecedent
and the other circumstances of the case;

the interests that the law is intended to protect;

the other interests of an undertaking and the policymakerecned,;

the value to be attached to the information or ante¢eden

the age of the information or antecedent;

the attitude of the policymaker to the information oeaatlent and/or his or her
reasoning in this connection;

the combination of available information and antecedents

1.8 Cooperation between the AFM and DNB

1.

Notwithstanding sections 1:49 and 1:90 of the Finaneipk8/ision Act, section 205

of the Pension Act, section 199 of the Obligatory OccopatiPension Schemes Act,

article 38 of the Decree implementing the Pension Adtthe Obligatory

Occupational Pension Schemes Act and sections 13 arfdHé& Supervision of Trust

Offices Act, the AFM and DNB (the supervisors) make agrents in specific cases

about their cooperation in assessing expertise and mgicigainformation and

antecedents in cases where the undertaking concersijést to the supervision of

both supervisors.

A joint panel will be established for the purposemsg@ing the consistent application

by the supervisors of this policy rule. This joint panil periodically evaluate
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assessments made on the basis of this policy rulefiridiegs of the joint panel will

be used in the periodic evaluation of the policy rule asned to in part 3.1.
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CHAPTER 2 — FURTHER PROVISIONS GOVERNING ASSESSMENT OF
POLICYMAKERS OF UNDERTAKINGS IN GROUPS B AND C PRIO RTO
THEIR TAKING OFFICE

1. General

2.1Period when experience gained

In the case of all companies in groups B and C, policymakess have acquired general
and specific professional knowledge no more than fieesybefore the moment of
assessment. The expertise in respect of business opsratic the managerial and
leadership skills must have been acquired no more thamées before the moment of

assessment.

2.2. Size of undertaking

If a credit provider, investment firm, manager of aexdilve investment scheme,
investment company, depositary or financial servioiger (with the exception of an
investment product broker or adviser) consisting ofnate than six persons, including the
policymakers, expands and becomes an undertaking consistimge than six persons,
the policymakers of this undertaking will be reassesseaéfeyence to the criteria in

chapter 2 relevant to them.

2.3 Application of chapter 1
Where policymakers of undertakings in groups B and C aresessbefore taking office,
the following parts of chapter 1 will in any eventthken into account:

a) assessment variables (part 1.3);

b) collective (1.4);

¢) information and antecedents (part 1.6); and

d) evaluation of information and antecedents (part 1.7).

2. Credit provider, investment firm, manager of a colletive investment scheme,

investment company and depositarygroup B)

2.4 Credit provider, investment firm (with the exception of d igent), manager of a

collective investment scheme, investment company and depositary
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1. Policymakers of a credit provider, investment firmtiwhe exception of a tied agent),
manager of a collective investment scheme, investownpany and depositary will
be deemed to have the expertise referred to in partup2ri taking office if they
show that they at least have:

a) the managerial skills necessary for day-to-day policy;
b) the leadership skills required in a hierarchical relahigns
c) general and specific professional knowledge gained ireaanet work setting;
and
d) expertise with regard to the business operations.
These skills, knowledge and expertise must have beerdganee a period of at least
two years’ work experience, at least one year of whiak a continuous period.

2. If not more than six persons, including policymakers, worlah undertaking referred
to in part 2.4.1, the minimum requirements as refewed a), ¢) and d) of part 2.4.1
may have been fulfilled during a period of one year’s ootis work experience. In
such a case the requirement at (b) of part 2.4.1 wilbea@tssessed.

3. If an undertaking as referred to in part 2.4.1 has twoane policymakers, it is
sufficient:

a) for the assessment of the leadership skills (2.4Habpt least two of the
policymakers have such skills;

b) for the assessment of the specific professionailatdge (2.4.1.c) and expertise
with regard to the business operations (2.4.1.d) thah#rebers of the collective
together have such skills, provided always that eachypatiker should in any
event have either the specific professional knowleddleeoexpertise with regard
to the business operations.

2.5 Tied agent
A policymaker of a tied agent will be deemed to have ¥pertise referred to in part 1.2.1
at the time of taking office if it is shown that heshie has at least general and specific

professional knowledge gained during at least one yearlk @xperience.

2.6 Minimum requirements
Further to the minimum requirements of parts 2.4 aBdh& supervisor may, if there is
reasonable cause, decide to assess the expertise afyenadder of an undertaking referred

to in those parts by reference to the requirements ofigad.
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3. Financial service provider (with the exception o& financial service provider in
groups A or B), payment institution, electronic moneyrstitution, funeral expenses

and benefits-in-kind insurer, mutual insurance society(certified) and trust office
(group C)

2.7 Financial service provider (with the exception of a finansgavice provider in groups
A or B), payment institution, electronic money institution and trifice
1. A policymaker of a financial service provider (withetBxception of a financial service
provider in groups A or B), payment institution, electoomioney institution or trust
office will be deemed to have the expertise referred fmait 1.2.1 at the time of taking
office if it is shown that he or she has:
a) the managerial skills necessary for (day-to-day) pplicy
b) the leadership skills required in a hierarchical relatignsand
c) solely in the case of policymakers of investment protuakers and advisers,
payment institutions, electronic money institutiond &mist offices: general
and specific professional knowledge.
These skills and knowledge should have been gained in améleerk setting over a
period of at least two years, at least one year @ftwivas a continuous period.
2. If an undertaking as referred to in part 2.7.1 has twoane policymakers, it is
sufficient for the assessment of the leadership skilishierarchical relationship that

one of these policymakers shows that he or she posdassskills.

2.8 Small financial service provider (with the exception dhaestment product broker or
adviser), funeral expenses and benefits-in-kind insurer and muaswabince society
(certified)
Policymakers of a financial service provider (witle #xception of an investment product
broker or adviser consisting of not more than six pes;socluding the policymakers), a
funeral expenses and benefits-in-kind insurer or a mirteatance society (certified) will
be deemed to have the expertise referred to in partdt.thé time of their taking office if
they show that they have:

M managerial experience gained over a period of at leasteameén a work

setting relevant to the undertaking; or
(i) a higher professional education (HBO) certificate obarse of study

relevant to the undertaking;

10
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a higher professional education (HBO) certificate arldast two years’
work experience in a work setting relevant to the undiergalor
ten years’ work experience in a work setting relevantdéaitidertaking,

of which at least five years formed a continuous period.

11
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CHAPTER 3 — FINAL PROVISIONS

3.1 Evaluation
This policy rule will be periodically evaluated, for tfiest time one year after its entry into
force.

3.2 Repeal

The Expertise of Day-to-day Policymakers (sections Adm29 of the Financial
Supervision Act) Policy Rule of the Netherlands Authdigitythe Financial Markets of 24
March 2008 (Government Gazette 2008, no. 69, p. 21) and thetiBgpd#rDay-to-day
Policymakers (section 4:9 of the Financial Supervisiot) Rolicy Rule of the Netherlands
Authority for the Financial Markets of 12 December 2006 @oment Gazette 2006, 251,
p. 44) are repealed with effect from the entry intadoof this policy rule.

3.3 Entry into force

This policy rule will enter into force on 1 January 20X1thé Government Gazette in
which this policy rule appears is published after 31 Dece2®¥0, this policy rule will
enter into force with effect from the second day &fterday of publication of the
Government Gazette in which it appears and will haveaetin@ effect to 1 January 2011.
Policymakers who take office after the entry intaéoof this policy rule will be assessed
on the basis of this policy rule in the context of amausation application or registration
or a proposed appointment. Policymakers whose expertiséréadyabeen established
before the entry into force of this policy rule will fm reassessed unless there are
reasonable grounds for doing this, as referred to in @@&(b}.

3.4 Short title
This policy rule will be cited as the Expertise Polryle 2011.

12
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This rule, together the explanatory notes, will appe#lienGovernment Gazette.

Amsterdam, 15 December 2010

Signed in duplicate,

De Nederlandsche Bank N.V. Netherlands Authority lier Einancial
Markets
H.J. Brouwer, director Th.F. Kockelkoren, board membe

13
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Annex — Competencies of policymakers in alphabetical ord€belonging with part
1.2.1)

a)

b)

c)

d)

Authenticity : is consistent in word and deed and behaves in accordétticewn

stated values and beliefs. Openly communicates his anteations, ideas and

feelings, encourages an environment of openness andtioaed correctly informs

the supervisor about the actual situation, at the smmeeacknowledging risks and
problems.

Decisivenesstakes timely and well-informed decisions by actinghgptly or by
committing to a particular course of action, for exanipglexpressing his or her views
and not procrastinating.

Communication skills: is capable of conveying a message in an understandable and
acceptable manner and an appropriate form. Focuse®widipg and obtaining

clarity, transparency and active feedback.

Helicopter view and judgement:is capable of weighing up data and different courses
of action and coming to a logical conclusion. Examinesgeises and understands

the essential elements and issues. Has the breadtiaof to look beyond his or her
own area of responsibility, especially when dealing ittblems that may jeopardise
the continuity of the undertaking.

Customer and quality-oriented focuses on providing quality and, wherever possible,
finding ways of improving this. Specifically, this meani#hiolding consent to the
development and marketing of products and services arapital expenditure on, say,
products, office buildings or holdings in circumstances wherer she is unable to
gauge the risks properly owing to a lack of understandinigecfrchitecture, principles
or basic assumptions. Identifies and studies the wiahd needs of customers, ensures
that customers run no unnecessary risks and arrangé® forovision of correct,
complete and balanced information to customers. A traaispsales process and the
provision of careful service and appropriate advice plegraral role in this

connection.

Leadership: provides direction and guidance to a group, developsreittains
teamwork, motivates and encourages the available htesaarces and ensures that
staff have the professional competence to achievetiayar goal. Is receptive to

criticism and provides scope for critical debate.

14
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g) Loyalty: identifies with the undertaking and has a sense of invaaenshows that he
or she can devote sufficient time to the job anddischarge his or her duties properly
(despite any other positions that he or she may have).

h) External awareness monitors developments, power bases and attitudes litain
undertaking. Is well-informed about relevant financiabremmic, social and other
developments at national and international level thataffegt the undertaking and
also about the interests of stakeholders and is alpettthis information to effective
use.

i) Independence acts independently, dares to back his or her own vigaisist those of
others and to defend them in the interests of the undegta®perates objectively and
critically. Recognises and anticipates potential cotsflof personal and business
interest.

i) Negotiating skill: identifies and reveals common interests in a manrsigrued to
build consensus.

k) Persuasive poweris capable of influencing the views of others by esérg
persuasive powers and using natural authority and saatstrong personality and
capable of standing firm.

[) Capacity for teamwork: is aware of the group interest and makes a contribuditimet
common result. Able to function as part of a teama@web not advocate individual
interests.

m) Strategic acumen is capable of developing a realistic vision of futdezelopments
and translating this into long-term objectives, for exanbglapplying scenario
analysis. In doing so, takes proper account of riskstieatindertaking is exposed to
and takes appropriate measures to control them.

n) Stress resistanceis resilient and able to perform consistently ewtren under great
pressure and in times of uncertainty.

0) Sense of responsibilityunderstands internal and external interests, evaluates th
carefully and renders account for them. Has the capiaciéarn and realises that his or
her actions affect the interests of stakeholders.

p) Chairing meetings is capable of chairing meetings efficiently ancefively and
creating an open atmosphere that encourages everyonéicgppt on an equal
footing; is aware of other people’s duties and responsisilit

This list of competencies — (a) to (p) — is not intehttebe either cumulative or exhaustive.

15
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EXPLANATORY NOTES

a) GENERAL

1. Aim

The aim of the policy rule is to clarify what the supsor understands by expertise and
what aspects are taken into account in assessing thdisxméd a policymaker. The policy
rule also provides clarity about when policymakers couldhamuld be assessed and what
information and antecedents should be taken into accourthéysupervisor in this
connection.

2. Intended effect
By introducing this policy rule the supervisor wishes tsuea that policymakers in the
financial services sector are aware (or more awafréh)eir duties and social responsibility

and that this is reflected in their functioning.

Under the policy rule, obligations imposed by law on unéartgs are not to be imputed to
individual policymakers; instead, the aim is to makes¢hiadividual policymakers aware
they have a duty to ensure that the undertaking perfosnosligations.

If the supervisor considers that a policymaker does na tiee required expertise, it may
decide not to grant the authorisation in response to dicaipgm. Where an assessment
concerns a new policymaker to be appointed to an undertdkatgalready has an
authorisation or is already registered, and the supervisosiders that the intended
policymaker does not have the required expertise, this decisill mean that the

policymaker is not appointed to the intended position.

Situations may occur in which the supervisor starts totdebbther a policymaker has the
required expertise in the light of his or her actual perémce in practice. This may lead to
interviews with the policymaker and the undertaking in otdexssess what action can and
should be taken to improve this. The supervisor may denapfile on the functioning of
the policymaker concerned and may issue an instructiomisnbasis. For example, an
instruction may entail a request to the undertakingolow a particular course of action

within a period specified by the supervisor, such as the ajopent of a new policymaker

16
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within a given period. The supervisor may also issu@stnuction for the dismissal of a

policymaker.

3. Background

Unrest in the financial markets worldwide has underminadfidence in the financial
sector. Takeover problems, insolvencies, government @rtgons in the banking and
insurance industry and sharply reduced funding ratios of pengials and occupational
pension funds have revealed the weak parts of the fadamerket. Undertakings in the
financial sector do not always fully understand howgtaglucts they buy and sell actually
work and what risks they entail. Nor do they always appdde to correctly inform
customers about these risks and products. In additiont;-tshor considerations are given
too much importance in some cases. Many national anchatiienal studies and bodies
have identified a lack of expertise on the part of exeewivectors and supervisory board
members as one of the causes of these problems. Tiotpudractice the lessons learned
from these events and to provide greater clarity abouexisting statutory requirements
concerning expertise, DNB and the AFM have decided to cauitrg joint evaluation of the
current policy on the assessment of expertise and twgaate the findings in a joint

policy rule for policymakers in undertakings.

The main findings of the evaluation of the current pobio expertise assessment are as

follows:

+ expertise is more than just knowledge; skills and profeasiconduct form an
essential part of a person’s expertise;

» ajoint framework is necessary for the assessmestpsrtise; this framework must be
consistently applied by DNB and the AFM in accordancé wieir supervisory duties
(prudential supervision and conduct of business supervispectvely);

* expertise must receive the continued attention of boéh uhdertaking and the
supervisor; the supervisor will reassess a policymakieerev specific facts and
circumstances necessitate this and may, when the ogcasses, issue an instruction

for the dismissal of the policymaker.

For the development of the joint policy on the expertif@olicymakers of supervised

undertakings, use has been made not only of the lessonededa practice, as referred to

17
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above, and the experience of the supervisor but alsaiohahand international principles,

practical experience and basic criteria on expettise.

4. Basic criteria for expertise assessment
The basic criteria applied in this policy rule are:
1) expertise is a continuous requirement;
2) the undertaking is responsible for appointing (and retaiixggrt policymakers;
3) the undertaking should verify the expertise of its polidgens and convince the
supervisor of this; this policy rule provides the undertgiith various bases for
achieving this;
4) policymakers should have expert knowledge of the obligatiopssed by law on
the undertakings.
5) by law the supervisor has its own responsibility foseasing the expertise of
policymakers; in forming its judgement, the supervisor bdsssf on the

requirements and basic criteria set out in this poliog. rul

5. Future changes to the law

Assessment of the expertise of supervisory board members

A bill is currently pending before the Lower House of fhetch Parliament to amend
Book 2 of the Netherlands Civil Code and the Financiak8agion Act in connection with
the power to adjust and recover bonuses and profit shadéscbrs and makers of day-to-
day policy and to assess the expertise of supervisoryl beambers (Parliamentary Papers
II, 2009-2010, 32 512, no. 2). This hill is scheduled to enter int@ fonc1 July 2011.

! International

- “Principles for enhancing corporate governance” of thelBasmmittee on Banking
Supervision (October 2010);

- Issues paper on corporate governance (July 2009), Internaticsaditton of
Insurance Supervisors & Organisation for Economic Coaijm® and Development;

- Corporate governance and the financial crisis: Keyfigsland main messages (June
2009), Organisation for Economic Co-operation and Development.

National

- Pensioen “Onzekere zekerheid”: Een analyse van het beleggiegsieel het
risicobeheer van Nederlandse pensioenfondéaranalysis of investment policy and
the risk management of Dutch pension funds) (January 2@d@stment Policy and
Risk Management Committee;

- Naar herstel van vertrouwe(fiRestoring Trust) (April 2009), Advisory Committee on
the Future of Bank8Adviescommissie Toekomst Banken)

- The Dutch Corporate Governance Code: Principles of good rewepgovernance and
best practice provisions (December 2008), Corporater@amee Code Monitoring
Committee.
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When it enters into force, this policy rule will alsppdy to supervisory board members.
From that date onwards they will come within the debnitof ‘policymaker’ as laid down

in this policy rule (i.e. ‘a person whose expertise mestabsessed under the Financial
Supervision Act, the Pension Act, the Obligatory Ocaopal Pension Schemes Act and

the Supervision of Trust Offices Act and related seconidgislation).

Implementation of the directive on declarations of no objection

The Holdings in the Financial Sector Directive (2007/44/E@)oduces an expertise
assessment for the holders of a declaration of no taje¢DNO), in addition to the
existing integrity test. Under the Bill to implement tHeldings in the Financial Sector
Directive (Parliamentary Papeils 2009-2010, 32 292, no. 2) this requirement concerning
the expertise of the DNO holders is implemented in @ec3:100, subsection 1, of the
Financial Supervision Act. As the Directive should alsedave been transposed into
Dutch legislation on 21 March 2009, the supervisor will imetrpnd apply the provisions
of the Financial Supervision Act that still apply to DN&smuch as possible in conformity

with the Directive until the moment when the Bill erstento force.

From 21 March 2009, the statutory rules in the Nethesldod DNO applications under
sections 3:95, 3:96 subsection 1 (b) 3:108 of the Financialr8sipa Act will differ from
the rules that should apply under the Directive. The Diuregbrovides that applications
made before the Directive has been transposed intanahtigislation will be dealt with
under the ‘old’ national rules. However, this transitiondé will cease to apply from the
date on which the directive should have been transpostte datest (21 March 2009).
DNO applications that are received from 21 March 2009 onwsindsild therefore be
assessed by reference to an interpretation and appiicatiehe current DNO-related
provisions in the Financial Supervision Act that is infoomity with the Directive as far as
possible. Specifically this means that the new proceduith the stricter time limits)
should be applied and that the present assessment cateB&NO applications should be
interpreted as far as possible in the spirit of the ogteria, including those concerning
integrity and expertise. The latter assessment aiiteis relevant, for example, to this

policy rule.
Introduction of premium pension scheme

On the basis of the Pensions Directive (Directive 200B/21bn the activities and

supervision of institutions for occupational retiremendvgsion) a new type of pension
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administrator is expected to be introduced on 1 January Bafiely the premium pension
institution (PPI). Under the Introduction of Premium nBien Institutions Bill
(Parliamentary Papeis 2009-2010, 31 891, no. A) policymakers of PPIs are covered by
the expertise requirement in section 3:8 of the Financdip¢iSision Act and, if the PPI acts
as an adviser, intermediary, authorised agent or suli-ag@rsurance, also in section 4:9
of the Financial Supervision Act.

6. Scope

This policy rule applies to the policymakers of all unalartgs covered by the Financial
Supervision Act, the Pension Act, the Obligatory Ocdopat Pension Schemes Act or the
Supervision of Trust Offices Act. This concerns undéngk that are either under the

supervision of DNB or the AFM, or are under their j@apervision.

The legislator has provided that each policymaker infithencial sector must have the
required expertise. For the purposes of this policy rule éh@ policymaker means all
persons whose expertise must be assessed under the FiSapeiaiision Act, the Pension
Act, the Obligatory Occupational Pension SchemesoAtihe Supervision of Trust Offices
Act (see also the notes to part 1.1). In the future whil also include supervisory board

members. The policy rule also applies to all these yrokdkers.

The assessment takes account of:
- the position of the policymaker;
- the type, size, complexity and risk profile of the undenigkfor which the
policymaker works;

- the composition and functioning of the collective.

This does justice to the differences between the varigpes of policymakers and
undertakings active in the financial sector. From thepgestive of the supervisor there are
no decisive reasons for allowing further variatiorihia interpretation of the requirements,
with the exception of specific primary and secondary letigh relating to pension funds
and occupational pension funds.

The expertise requirement has been laid down in the falpwections of the various
Acts:
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Supervisor Act Sections Rule
DNB Financial Supervision 3:8, 3:271 The day-to-day policy is determined by persons
Act (Wft) who are expert in carrying on the business of the

(financial) undertaking
AFM Financial Supervision 4:9 (1) The day-to-day policy is determined by persons
Act (Wft) 5:29 (1) who are expert in carrying on the business of the
(financial) undertaking

DNB Pension Act (Pw), 105 (3) (Pw), Persons who are expert in carrying on the
Obligatory 110 (3) (Wvb)  business of the pension fund or occupational
Occupational Pensions pension fund determine or co-determine the day-
Schemes Act (Wvb) to-day policy

DNB Supervision of Trust 4, opening The expertise of executive directors and
Offices Act (Wit) words and (b), supervisory board members of a trust office,

and 11 (2) persons who determine or co-determine the

policy of the trust office and persons who have a
qualified holding in the trust office is not in
doubt.

7. Proportionate application of the expertise requirements
The supervisory authorities have divided undertakings into tinaes — A, B and C — on
the basis of criteria such as the size of the supervigmpulation, the nature, scope,
complexity and risk profile of an undertaking, the type mfdoicts and/or services offered
by an undertaking and the type of supervision (prudential andfoduct of business
supervision) relevant to an undertaking. The groups dalass:
e Group A:
investment product providers, banks, clearing institstioisk acceptance entities,
financial institutions, financial holding companiesxed financial holding companies
or mixed-activity insurance holding companies having theat in the Netherlands,
reinsurers, life insurers, market operators, pensindd, occupational pension funds,
premium pension institutions and non-life insurersh@atsed).
« Group B:
credit providers, investment firms, managers of callectinvestment schemes,

investment companies and depositaries.
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e GroupC:
financial service providers with the exception of fioiah service providers in groups
A and B (this means that advisers, intermediaries, uganse brokers and authorised
agents and sub-agents belong to the Group C); in additioindacial service
providers, others belonging to Group C are payment institsjt electronic money
institutions, funeral expenses and benefits-in-kind Ersiimutual insurance societies

(certified) and trust offices.

The division of undertakings into groups in the mannerrdest above means that the
expertise requirements as included in chapter 1, parark 3pplied proportionately and at
the same time there is an assurance that policymakeiferent types of undertaking will

be assessed in a consistent manner.

8. Structure and contents of the policy rule

Chapter 1

Chapter 1 contains the general framework for the expertipelicymakers. It sets out the
principle-baseti criteria for the definition of the term expertise (par2), the assessment
variables (part 1.3), the composition and functioning raf tollective (part 1.4), the
assessment moments (part 1.5), the use and assessniefurroftion and antecedents
(parts 1.6 and 1.7) and the cooperation concerning the es@etisessment by the

supervisor (part 1.8).

Policymakers of all undertakings — irrespective of theigraf which they form part — must
comply with the principle-based criteria in chapter 1t pa2.

Chapter 2

In the case of policymakers of the undertakings in groupn® C the assessment is
performed on the basis of rule-based criferimefore they take office. For these
policymakers chapter 2 implements part 1.2.1. The gthds of chapter 1 remain fully in

force.

Policymakers of undertakings in group B are, in principlsgssed before they take office

on the basis of chapter 2 pursuant to part 1.2.1, uthessupervisor sees reason (e.g.

2 Principle-based criteria are criteria that specifphbjective rather than set out detailed
requirements and how they must be complied with.
% Rule-based criteria set out detailed requirements and hgwniist be complied with.
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because of the size, risk profile or type of actividgshe undertaking) to make a more
extensive assessment, i.e. by reference to part(sselalso the example given in the notes
to part 2.6).

Policymakers of undertakings in group C are assessed be&yreatte office exclusively

on the basis of chapter 2 pursuant to part 1.2.1.

Chapter 3

Chapter 3 contains final provisions on the evaluatiothefpolicy rule, the repeal of the
AFM'’s present expertise policy rule, the entry into forcehi$ policy rule and the short
title.

9. What requirements apply to what policymaker at what moment?
The following table shows the relevant provisions aailie beforea policymaker takes
office (part 1.5.a) andfter a policymaker takes office (part 1.5.b) for the thremugs of

undertakings.

Assessment moments — Before policymaker takes After policymaker takes office, if
office there are reasonable grounds for

| Undertakings this

Group A

investment product providers, banks, clearing  Chapter 1 Chapter 1

institutions, risk acceptance entities, financial

institutions, financial holding companies, mixed

financial holding companies or mixed-activity

insurance holding companies having their seat i

the Netherlands, reinsurers, life insurers, marke

operators, pension funds, occupational pension

funds, premium pension institutions and non-life

insurers (authorised)

Group B

credit providers, investment firms, managers of Minimum requirements as Chapter 1

collective investment schemes, investment referred to in chapter 2,

companies and depositaries sections 1 and 2 pursuant to
part 1.2.1.

If the supervisor considers the
there are reasonable grounds
the assessment may also be |
reference to part 1.2.1.

The other parts of chapter 1
remain fully in force.
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Group C

financial service providers with the exception of Requirements as referred to it Chapter 1
financial service providers in groups A and B,  chapter 2, sections 1 and 3,

payment institutions, electronic money institutiol pursuant to part 1.2.1.

funeral expenses and benefits-in-kind insurers,

mutual insurance societies (certified) and trust  The other parts of chapter 1

offices remain fully in force.

b) NOTES PER CHAPTER

CHAPTER 1 — GENERAL PROVISIONS
ASSESSMENT OF EXPERTISE OF POLICYMAKERS

1.1 Definitions and terms

Policymaker

The policy rule deliberately makes no distinction betwebe different types of
policymaker. The expertise requirements apply to all pensbosare required to be expert
pursuant to a supervision statute on which this policy iulbased: i.e. the Financial
Supervision Act, the Pension Act, the Obligatory Ocaopal Pension Schemes Act and
the Supervision of Trust Offices Act. The term polickeraincludes, for example, people
who co-determine policy and day-to-day policymakers. &tpertise policy rule does not
change the category of people to be assessed. The requgemeapplied proportionately,
taking account of the position of the policymaker (dse the notes to part 1.3).

Collective

The policy rule introduces the term ‘collective’. Thishroader than the term ‘collegiate
management’ — which is used in Dutch company law — sinegtbup of persons to be

assessed is determined not only by reference to legatisies but also by reference to the

persons who actually influence policy-making.

1.2 Expertise

The notion that not only knowledge but also skills andegsional conduct are essential
qualities for a policymaker in the financial sector @ mew. Even in the past policymakers
were assessed in terms of their knowledge and experiencbayv they applied this in

practice.
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By defining expertise in this way the supervisor aimgateseven more explicitly than in
the past that each of the three elements — knowleddis, @kd professional conduct — is
essential in assessing the expertise of a policymala@icyakers must continuously
demonstrate in practice — through their functioning — thay dequately and carefully
apply their knowledge and skills and conduct themselves fmofessional manner. The
functioning of a policymaker in (day-to-day) practice is fiimus test for expertise. A
policymaker is primarily responsible within an undkirtg for the application by the
undertaking of the business conduct and prudential standarttss lway a policymaker

sets an example for an undertaking.

Knowledge, skills and professional conduct

Knowledge is about what someone knows and what substamgight he or she has gained
(the ‘what’). Skills indicate what someone can do arditvhe or she can accomplish in
specific situations, for example in negotiating procesdasng (‘bad news’) interviews
and in the course of decision-making (the ‘how’). Skaltel knowledge can, in principle,
be learned, for example during training sessions or@joth Conduct comes from inside a
person and is influenced by external factors. It is deterd by character and by the
standards and values both of the person concerned andsefatmund him or her. Insofar
as this relates to the duties and responsibilitiespafisymaker of an undertaking, this also
applies to professional conduct. These are the personileguand actions that reflect the
attitude or style both in the workplace and in the th@@m and in relation to customers,
the supervisor and other stakeholders. To some exterdgspraial conduct too can be

learned.

It is not easy to draw a clear line between the tkleenents of expertise. Nor is this
necessary. What is important is that the individual eles — knowledge, skills and
professional conduct — are mutually complementary: a petbo has much knowledge of
the operation of financial products but is not abledavey or generate this knowledge
within an undertaking and/or in relation to customers tsamexpert policymaker. The
same is true of a person who has the right knowledgeldlfs] sut is disinclined to make

every effort to act in the interests of the undertaking,eixample due to nonchalance,
negligence or carelessness. Such a policymaker possidy the impression of finding

other things more important, does not seem loyal aagparently insufficiently committed

to the undertaking. He or she has the knowledge anditapat not the will.
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Demonstrating expertise

Expertise can be demonstrated, for example, by meanmalifications, relevant work

experience and competencies. Certificates must in any d@eesubmitted as proof of
educational qualifications. Given the pace of change ifditla@cial markets, training and
experience should not be too old. Relevant work experieeemsnexperience gained in a
work environment that is largely similar to or has poimtscommon with the type of

undertaking and/or the type of position in which a polidgenawishes to work.

Competencies may also have been gained elsewhere.

Competencies that are regarded as relevant are listétk iannex. This list is neither
cumulative nor exhaustive. This means that competeotties than those mentioned in the
annex may be used by the undertaking to demonstrate experigsep Ito the undertaking
to show, together with the policymaker, what competerfiesr she possesses and how he

or she applies them. The supervisor does not assessntipetencies separately.

The supervisor expects a policymaker to have certain cemges and also to demonstrate
them in the performance his or her duties. A policymaleed not possess all competencies
simultaneously or to an equal extent. In order to dematestompetencies an undertaking

may, for example, carry out an assessment of theypudiker.

What competencies are important depends in part on tieympaker’s position. Hence it

may be difficult for some of the competencies (at leastescribed in the annex) to be
combined in the person of one policymaker. In view ef &issessment variables and the
composition and functioning of the collective, it is acabje that the competencies needed
by a policymaker differ from job to job and from undertakio undertaking. See also the

notes to parts 1.3 and 1.4.

If the supervisor decides that an interview with a pafigker is necessary in order to
establish the expertise, it will assess whether itiene that the undertaking has given of
this expertise is consistent with the picture that gesifrom the interview, possibly in

combination with any supervision information and antegtdhat are available in relation

to the undertaking or policymaker concerned.
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Subjects of expertise
A policymaker must have knowledge and skills and demonstrafespronal conduct in

various fields. Accordingly, a policymaker must have expeiiti the following subjects:

A. Management, organisation and communicationincluding the management of
processes, job areas and employees and the observahcenfarcement of generally
accepted social, ethical and professional standardsydingl the provision of timely,

correct and clear information to customers and the supervis

A policymaker is expected to determine (or co-determihe)policy of the undertaking.

For this purpose a policymaker must not only possess ledge of management,

organisation and communication but must also have thareegskills. These skills can be
demonstrated, for example, by the competencies referiadtte annex. Professionalism in
relation to management, organisation and communicasofiocused mainly on the

observance and enforcement of social, ethical and prafedsstandards as contained in
corporate governance codes and codes of conduct and theaploseand enforcement of
internal rules and applicable primary and secondaryl&igis.

If customers are to have confidence in the financiatkets, it is essential for them to
receive timely, clear and correct information. Thepervisor, too, must receive timely,
clear, correct and complete information. This is sseatial precondition for the exercise of
supervision. Without information it is not possible fbe supervisor to form a complete

picture of the risks to which an undertaking may be exposed.

The expertise of a policymaker is called into questitreibr she provides incorrect
information to customers and/or the supervisor whethentianally (by misrepresentation)
or unintentionally (by misjudgement). Similarly, a faéuo provide information (or timely

information) to customers and/or the supervisor may adixeaffect the level of expertise.

Example

Policymakers of an undertaking failed to inform the supervisogdad time of recent
incidents, such as non-compliance with the liquidity requiréspdimancing problems in
relation to a property and, more generally, events posing a thretdietecontinuity of the
undertaking. In view of adverse market developments the supervisoaskad the
undertaking on several occasions whether it faced continuity @ksach occasion this
question had been answered in the negative by all the policymaRecently, the
undertaking also provided the supervisor with incorrect informationemersal occasions.
It is therefore beyond doubt that the supervisor is not being keptmeéfl by the
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undertaking in a correct and reliable manner. Such events form part afuiervision
record of the undertaking. The supervisor takes this intmwatdcwhen assessing the
expertise of the policymakers of the undertaking.

A policymaker must be capable of assessing proposalsnsaaind advice of employees
and external consultants. Policymakers must also be eapmdbhssessing proposals,

working methods and actions of their fellow policymaker

B. Products, services and markets in which the undeaiking is active including
relevant primary and secondary legislation and findifaiad actuarial) aspects.

A policymaker is responsible for ensuring that thereufficient expertise at all levels of

the undertaking in relation to its products, services andkets so that the undertaking
complies with both the prudential requirements and thanéss conduct requirements. A
policymaker is expected to assume responsibility and recdeusat for both these aspects.
This means, first of all, that policymakers must thduesepossess this expertise. For
example, a knowledge of the technical aspects of insuranessential for an insurer. A

policymaker is therefore expected to have sufficiemvwkadge of all aspects of insurance
such as new business development, pricing, investmensurance and IT. Second,

policymakers must ensure that this expertise is availaithen the organisation (see also
the notes to C below), for example through lifelongreey for staff. To discharge their

duty of care to customers, undertakings that are subjeciniduct of business supervision
are expected not only to know their products, servicdsnaarkets but also what products
are suitable for each customer target group, while thest miso ensure this knowledge is
used in the development and distribution of products.

C. Controlled and sound operationsincluding the administrative organisation and
internal control, the safeguarding of expertise andegsibnal competentavithin an
undertaking, the proper treatment of customerisk management, compliance and

outsourcing.

* Under section 4:9, subsection 2 of the Financial Supervisit, the provisions of this
policy rule on professional competence apply onlyriaricial service providers.

> Under section 4:14, subsection 2 (b) (3) of the Finaiszipkrvision Act, the provisions
of this policy rule on the careful treatment of custonagugly only to managers of
collective investment schemes, investment firms and depes.
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Controlled and sound operations with a long-term focusaapeecondition for financial
stability. Responsibility for this lies primarily thi the policymakers of the undertaking
concerned.

To guarantee that it has the required expertise an undertdontd have a recruitment and
selection policy and a policy for the periodic appraafadll its personnel (including the
policymakers) as part of its controlled and sound operatloissiould also be capable of
identifying at an early stage a possible lack of expestisktaking adequate measures to
remedy the situation or compensate for it. Part af plolicy is the use of job profiles in the
recruitment and selection process and in periodic apfwaisee also the notes to part
1.6.2.c).

A policymaker must have the expertise to ensure cordralfel sound operations. He or
she must therefore possess (and constantly apply) expertiskation to matters such as
the segregation of duties, clear division of respornés] frameworks and guidelines,
administrative organisation and internal control, propmords of the decision-making
process, compliance with laws and with internal and eaterules, maintaining the
requisite insurance (particularly professional liabiligurance), measures to ensure that
the organisation is ‘in control’ of outsourcing, adequatk Mmanagement, expertise
safeguards and, in so far as financial service providees concerned, professional

competence within the undertaking.

An expert policymaker is therefore capable of providingesoned answer to the following
types of question (the list is not exhaustive): ‘Howyda ensure that the administrative
organisation remains adequately geared to the growtheobtisiness? How have you
arranged for your grip on the internal control process tofdoesed on acquiring a
reasonable degree of certainty about the achievememe ofganisation’s objectives? How
has the risk management been organised? Is the independetiee rifk management
function guaranteed? Are the correct risks identified ansh,ifs there a proper spread of
risk over time and throughout the business? Are scenaaigses used in this connection?
Are proper measures in place at all levels of the asg#ian to assure expertise and, in the
case of financial service providers, professional ceemme? How is the ‘four-eyes
principle’ applied? Does the decision-making process alvstifficient consideration of
alternatives? How does the undertaking avoid conflictsitefést when taking decisions?

How does the production and distribution process ensurg¢ht@giroducts are suitable for
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specific customer groups and that these customers regeper information and

treatment?

An undertaking must ensure adequate and structural riskgmaueat. Policymakers should
be expert in risk management measures and the embedditige afsk management
function in the organisation, so that they are ablel¢otify and recognise risks in good
time and then manage or mitigate them. An essentil gdarisk management is the

application of stress tests, together with scenaric/sest

Example

An undertaking that aspires to operate in a controlled manner indiabiy difficult times
should in any event avoid entering into new risks solely foptinpose of hedging existing
risks, whether temporarily or otherwise. Instead, it should arrafmea permanent
solution. Investing private assets in order to make up tempofarily financial shortfall is
an example of a solution that does not qualify as permanent in any circuesstroertain
undesirable events have occurred — for example, the temporspjutien of continuity
problems by the transfer of assets from associated businesses — aakingenust take
steps to improve the structure and operation of its risk managesgstegm in order to
avoid a repetition of these events in the future.

Sensitivity to external factors, a helicopter vievd @ood judgement are competencies that

are important in risk management.

Example

A policymaker of an undertaking was found to be insufficiently capalitemifying and
eliminating potential risks at an early stage. For example, indeiings with customers
and the supervisor he was repeatedly too optimistic about the resudtgotiations. He
also failed to keep a proper record of oral agreements (made both ifjeara with
banks about the financing) and relied too much on his personal charm. By fialiact
with the necessary expertise, the policymaker exposed theakidgrand its customers to
unnecessary risk. Even after the supervisor had stressed thetamgmiof taking urgent
measures, he ultimately failed to identify and manage the prindghal It was also found
that the policymaker still did not always record and confirm agues in writing.

Besides the matters referred to above, a policymaker atagshave the expertise to ensure
that the undertaking properly manages integrity risks ssiatoaflicts of interest, criminal
offences and other breaches of the law, customer digerdie and socially irresponsible

practices.

® See alsd.eidraad Risicomanagement bij Beleggingsinstelling@mide to Risk
Management for Collective Investment Schemes), AFNgust 2010
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D. Balanced and consistent decision-makinghat accords a central role to such

factors as the interests of customers and other stalezh’

In their day-to-day operations undertakings have tblith customers and many different
stakeholders such as shareholders, the supervisor anty sacéewhole, each of whom has
divergent interests. To safeguard the interests of theorness and stakeholders and
comply with the obligations of due care, a policyholder mhestcapable of carefully
weighing the different interests and making a consideredidec To ensure balanced and
consistent decision-making within the undertaking, a polaken is expected to have
expertise in the following areas (the list is not extige)
» giving due consideration to all interests involved,;
» keeping a written record of the outcome of decision-ngki
» stating clearly on what grounds a decision has been;take
« carrying out a risk analysis with input from the varistekeholders;
» informing customers and stakeholders about the mattenssifrelevance to them
that have affected the decision-making process;
« making clear choices and setting reasoned objectivesshoding that due
consideration has been given to alternatives;
* acting consistently in keeping with stated objectives aoitek;
+ taking a reasoned decision to depart from an existingsidaciin changed

circumstances.

The four areas of policymaker expertise (A-D) referredtiove are cumulativéiowever,
the list of subjects is not exhaustive. This meansghbjects other than those referred to

above may be taken into account in assessing the expertéiggbymaker.

Specification of expertise required by policymakers ofuypational) pension funds

The areas of expertise applicable to policymakers of penfiols, particularly
occupational pension funds, are listed in article 30, paphg3 and article 14, paragraph 3
of the Decree implementing the Pension Act and the &tolig Occupational Pension

Schemes Act. These areas are dealt with in three cetedefow.

" See alsoDe 7 elementen van een integere cultuur: beleidsvisie en agepskg en
cultuur* bij financiéle ondernemingen 2010-20{Bhe seven elements of an ethical
culture: policy vision and approach in relation to condunet culture at financial
undertakings), DNB, November 2009.
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» Expertise area a): management of an organisation, and

expertise area f): communication

This includes managing processes, job areas and emplaydeobserving and enforcing
generally accepted social, ethical and professional s@sdad internal rules, determining
positions independently and impartially and taking accotiall interests involved in the

pension fund.

Many pension fund members regard the subject of pena®eomplicated. Awareness of
the importance of clear communication about pensionshengension fund to the
members is therefore essential. It is also impoftarthe supervisor to be informed

correctly and in time.

Expertise with regard to areas a) and f) involves gers&ild such as managing a pension
fund or occupational pension fund in a professional and imdigoé manner and the special
skill of presenting information about the fund in a claad transparent manner. These
skills can be demonstrated, for example, by competengis &s those described in the

annex to this policy rule. An example can be found on p2ges.

* Expertise area b): relevant primary and secondary legislabn, expertise area c):
pension schemes and types of pension, and expertisead): technical financial
and actuarial aspects, including funding, investments, &aarial principles and

reinsurance

Pension schemes are part of the terms and conditioempfoyment. The primary and
secondary legislation on this subject are more extenisarethose concerning products of
financial undertakings. Policymakers of pension funds acdpational pension funds may

be expected to have a knowledge of the employment law asdgmnsions.
In addition, pensions are a financial product. This ig/ e policymaker must have
sufficient knowledge of asset management, pricing and insuraimseirance as well as

primary and secondary legislation in these fields.

Policymakers must be able to understand their own pensivem® and its financial

aspects and be sufficiently familiar with the reldvanmary and secondary legislation. At

32



EXPERTISE POLICY RULE 2011

the same time they must ensure that the rest ofrf@isation and, where applicable, the
outsourcee organisation have (and continue to have) soffikimwledge of the pension

scheme and pension law.

Ways in which knowledge can be demonstrated include experiend relevant

qualifications.

» Expertise area e): administrative organisation and internalcontrol, and expertise

area g), outsourcing

A policymaker must have sufficient expertise to guarantetrat®d and sound operations.
The policymaker must therefore have expertise in relaticsuch matters as the division of
duties and powers, internal control, codes of conduct, conepliaconflicts of interest,
recording of decisions and decision-making processess ¢risasures and contingency
plans, the administrative organisation and customesfaetiion. He or she should not only
be familiar with these issues but may also be ableestognise whether they receive
sufficient attention within the organisation.

Policymakers must also have a knowledge of outsourcing. Mangion funds outsource
activities such as asset management and accounting tgéties. It is important for the
policymakers to be in control of what these externdgigsmdo. This requires them to have a
knowledge of, say, the products of these third partieshab they are able to assess
independently (without being influenced by the third partwisether the products are in
the interests of the pension fund and the members. Exaarglgéven on page 30.

Expertise areas a) to g) (inclusive) do not differ sigaiftly from subjects A-D, as these
apply to policymakers in other undertakings. In assessiagekpertise of pension fund
policymakers, the supervisor may therefore take into wadcaiot only expertise

requirements a) to g) (inclusive) as referred to in pa&R1lbut also the descriptions of

subjects A-D.

1.3 Assessment variables
The assessment variables mean that a proportionaiedefgexpertise as referred to in part
1.2.1 (or in the case of pension funds part 1.2.1, opening v@odipart 1.2.2) is required.

Given these variables, the supervisor makes a dedisised specifically on the situation
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and context. For example, a one-man business that prdindesial services is assessed
differently from the CFO of a large bank or insuranempany or the director of a pension
fund or occupational pension fund. It also follows thatrag@ewho is judged expert by the
supervisor for a given position need not automaticallyjumiged expert for another

position, whether or not in the same undertaking.

Different variables are taken into account in assesbmgxpertise of a policymaker. These
concern (a) the position which a policymaker will hadd (b) the nature, size, complexity

and risk profile of the undertaking.

Position of a policymaker

The position of a policymaker is an important variabl@ssessing the required expertise.
When considering the type of position, the supervisor digshgs first of all between
policymakers who are involved in carrying on the day-to-dagrations such as an
executive director and policymakers who are more remote fh@m in a non-executive
role, such as a supervisory board member. Next it examihat the position entails and
the description of the duties and powers of the policymdkar.example, a Chief Risk
Officer (CRO) is expected to have an in-depth knowledgéskfmanagement. The same is
true of a CFO in respect of financial matters relevarthe undertaking. In the case of a
one-man business the owner must generally have expertiiehese fields. Moreover, the
activities performed by a policymaker play a role in ssisg the required expertise. For
example, the expertise required by a financial servicageopwmainly engaged in providing
consultancy services differs from that of a policymaktio has no direct contact with
customers. Likewise, the expertise needed by the directkopefsion fund or occupational
pension fund depends on the complexity of its investmentatiortSimilarly, an elected
director of a mutual insurance company may be expectedv® a different expertise from

that of a professional director at the same company.

For certain positions such as the chair of a colleciivine policymaker responsible for risk
management, more emphasis will be placed on competenpastiafilar importance to the
performance of the duties concerned. For example, inabee of a chairman the capacity to
chair meetings and provide strategic guidance and in #se of a risk manager

independence and persuasive powers.
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Considerations relating to the nature, size, complexity ahkdprisfile of an undertaking

The precise nature of the expertise requirements mgybeween undertakings and also
between sectors. This means that the required expertigaliffer from policymaker to
policymaker. At each moment of assessment policymakersdertakings in group A and,
subject to prior authorisation, policymakers of undertakinggroups B and C must fulfil
the expertise requirements of the four expertise subjettsDA(inclusive) as referred to in
part 1.2.1. Similarly, policymakers of pension funds anclpational pension funds must
meet the expertise requirements of the areas refariedpart 1.2.2. However, the manner
of compliance with these expertise requirements depends amathee, size, complexity

and risk profile of an undertaking.

The nature of an undertaking determines above all thaasubve expertise needed in
respect of products, services and markets. For exampleymakers of a pension fund or
occupational pension fund and pension insurer need a knowledgensions and the

financial aspects connected with the management of pepéém assets and insurance,

whereas an adviser on pension products needs, abov&rathveedge of pensions.

The size of an undertaking in relation to the riskfifgdias an important bearing on the
level of expertise as referred to in part 1.2.1, subjedts B (inclusive) and, in the case of
pension funds and occupational pension funds, part 1.2.2. Zhisnfluences the level of
expertise that a policymaker is required to have in varmags. Size can relate to the
following varying aspects (the list is not exhaustive)

» the number of staff: the larger the number of sta#f thore exacting are the
requirements in relation to subject A (management, orgamisa@énd
communication);

» the assets managed by an undertaking: the larger the tssenore exacting are
the requirements in relation to subjects B (products, ses\and markets in which
the undertaking is active) and C (controlled and sound opesatand in the case
of pension funds and occupational pension funds the expemntias d) (technical
financial and actuarial aspects, including financing, egtment, actuarial
principles and reinsurance), e) (administrative organisand internal control)
and g) (outsourcing);

» the social aspect (the greater the number of cussniee more important are
subjects D (balanced and consistent decision-making) An@nanagement,

organisation and communication), and in the case of penfinds and
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occupational pension funds the expertise areas a) (manageoferan
organisation), b) (relevant primary and secondary letiisi), c) (pension scheme

and types of pension) and f) (communication).

At the same time, the more prominent and complexrigie profile, the greater is the
required level of expertise. For example, a complex compateucture (such as a company
with various subsidiaries) requires a high level of expeitisrelation to all subjects or
expertise areas. A policymaker of a financial holdingpany needs expertise in relation
to both the holding company and its subsidiaries, whexgasdicymaker of the subsidiary

requires expertise only in relation to the subsidiary.

In addition, a policymaker in a small undertaking withoabbective (where no division of
duties is possible) must be able to manage the entiretiogepaocess independently. This

will be taken into account in an assessment of expertise.

As the supervisor, when assessing a policymaker, mustaida@int of the assessment
variables and the composition and functioning of the dblledthis is explained in part
1.4), a single expertise assessment will not alwaysffieient, for example in the case of a
person who holds supervisory board memberships with useatities of a company or

cooperative.

1.4 Collective

The supervisor assesses the expertise of individual padicgrs, not the expertise of the
board or any other collective consisting of all the gotiakers. Where two or more
policymakers decide policy together, the composition andtifurming of this collective are
taken into account in the assessment of the expertisdiefdual policymakers. In order to
be able to bear the joint responsibility, each patiaiger should be individually expert,
which is not to say that they should all have the saxpertise. Policymakers must
complement one another. When policymakers who functiomviibfunction) as part of a
collective are assessed, importance is also attachsahtpetencies that have a bearing on
their ability to function in a collective, such asleartticity, loyalty, powers of persuasion,
communication skills, independence and capacity for teaknwdo obtain more

information, a Board Review Process (self-assessmantpe a useful instrument.
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A more varied spread of specific knowledge and skillsossile within a collective. For
example, since a Chief Executive Officer (CEO) musthbe 80 make a critical assessment
of the functioning of the CFO he must have some expentisthis field. Naturally,

however, the CFO must have more specific (financial) rtispe

‘Collegiate’ management, joint responsibility and thensamuent liability are basic
principles of Dutch company law. However, the assessofant individual policymaker’s
expertise is about something different. The supervisiorsl&@gn under public law is
based on the expertise of the individual policymaker tinatbles him or her to bear
individual and collective responsibility.

The composition of the collective is also importantsituations in which one or more
policymakers retire. The retirement of a policymaker dagsautomatically mean that the
other policymakers cease to be experts. However, gpolkgymaker must possess the right
complementary expertise given the new composition ofctiilective. If that is not the

case, the supervisor may request the undertaking to iedioav it proposes to make up for
the gap in expertise. In the absence of a satisfactswex the supervisor may call the
undertaking to account. Where necessary, this may rheathe proposed appointment of
a new policymaker cannot proceed. It may also mearotteabr more of the policymakers
already in office are judged to have insufficient expertigergthe new composition of the

collective and the division of duties among its members.

1.5 Assessment moments

The supervisor carries out assessments at various rtsn@nbefore a policymaker takes
office at the time of application for authorisation egistration or the appointment of a new
policymaker to an existing undertaking, and (b) after ecpwlaker has taken office as part
of the ongoing supervision. Given the nature of theskerdiit moments, the type of
assessment may also differ.

Where expertise is assessed at the time of grantingithioresation, the assessment is
essentially a snapshot. However, the requirement of espas laid down by law is a
continuing requirement. The longer a policymaker has heldepfthe more information
becomes available to assess whether or not heearashies out the duties expertly. Where

an assessment is made before a policymaker takes dffieesupervisor often has little
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relevant information, if any, about the candidate and hmisher functioning in the

undertaking to which he or she is to be appointed.

Before a policymaker takes office

The main feature of this assessment of expertise tsathaindertaking applying for an
authorisation or registration or intending to appoinheav policymaker is required to
submit data showing the expertise of the person concdtrigghossible that a policymaker
may already be known to the supervisor, in which casears@lso be made of information
and antecedents in the possession of the supervisor @art 1.

If the policymaker switches to a different policymakipgsition within the same
undertaking, this is a moment of assessment as reéferri@ part 1.5.a. In such a case the
supervisor expects the undertaking to notify it in goodetoh changes in the division of
duties between the policymakers and to complete a nditficform concerning the

proposed appointment.

Example

The CRO of an undertaking succeeds the CFO upon his retirefvseatresult, the position
and duties of this policymaker undergo a considerable change, as do thdisexp
requirements. The supervisor is notified by the undertaking of llaisge and receives a
signed notification form of the proposed appointment of the new CFOsUpervisor

assesses among other things whether the policymaker possesseguihed expertise
given the changed assessment variable ‘position of the policympket’1.3.a) and the
changed composition of the collective (part 1.4). This assessnieftcws on the aspects
of expertise that are of greater relevance to a CFO (for timdertaking, given the
composition and functioning of the collective) than to a CRO. Examplesd vimaul
knowledge of relevant primary and secondary legislation, the finaasjgects, and the
outsourcing of work. To show that the CRO also has the expertiseagaqiia CFO, the
undertaking may, for example, use the list of competencies éacindthe annex to the
policy rule.

After a policymaker has taken office

The Financial Supervision Act, the Pension Act andQbé#gatory Occupational Pension

Schemes Act provide that policy must be determined by persho are expert, whereas

the Supervision of Trust Offices Act provides that tikpeetise of policymakers must be

beyond doubt. Nonetheless, ongoing supervision does novénthat standard or periodical

assessment of policymakers’ expertise. Instead this es@&treassessed only if facts and
circumstances provide reasonable cause. Reasonablésausatter for the judgement of

the supervisor and may exist, for example, where thaelsange in the composition of a
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collective or a failure to appoint a successor to a tiagapolicymaker or if the supervisor

has doubts about the functioning of one or more policynsgkiee list is not exhaustive).

In practice, the supervisor will rely on signals inditgta need to assess whether the
expertise of a policymaker is sufficient. Such signals fmayery varied. For example,
there may be an unforeseen decline in profits, fasttly of the company, concerns about
controlled and sound operations, concerns about the basmedel or the corporate
culture, concerns about compliance, a merger or adquisibternational expansion of the
business activities, outsourcing of (key) tasks, the ntackeof harmful products or the
provision of incorrect, unclear and/or misleading infation, consistent failures to reply
(or reply in time) to the supervisor’s requests for rinfation, inability to pay the auditor,
poor accounting records, high staff turnover, complairdsnfcustomers about careless
service or repeated infringements of primary and secgnidgislation. Any of these
signals may prompt a reassessment of the expertisgpoliggmaker or of one or more

policymakers in the collective as part of the ongoimgesvision.

It is impossible to say in advance whether a reasmedswill be confined to one
policymaker or be extended to include several membetwedidllective. This will depend
on the situation and specifically on the event promptirggreassessment. If, for example,
there are concerns about the corporate culture, likety that several members of the
collective will be reassessed. However, if there argiem about specific activities of an
undertaking (e.g. a specific product, service or market)wioich one member of the
collective is responsible, the reassessment will flgbbe confined to the policymaker

concerned.

If the supervisor initiates a reassessment, the fodlidevon the actual functioning of the
policymaker concerned in practice. For example, howthagolicymaker applied his or
her knowledge and skills and do the decision-making andsttineture of the business
operations testify to a professional approach? Inyicayrout the reassessment, the
supervisor uses factual evidence collected over a partigetéod (pattern of action). This

means that the reassessment is less in the natarenajpshot.
The supervisor may notify an undertaking and policymakeutathe reassessment and

share the findings of the reassessment with themedBar the findings the supervisor

decides whether a measure is necessary and, if sbwveaesure would be most effective.
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In some cases the supervisor may specify a period withich the shortcomings must be
remedied, and require that during this period compensat@ysumes are taken, for
example attendance at a training course or the appointmertn ofxtra (interim)
policymaker. Conceivably, a shortcoming may also besedffoy obtaining external
assistance. An example would be the appointment of apeéndent compliance officer to
work temporarily in the undertaking and examine and, wheeessary, adjust all
procedures. The supervisor may also require an undertakilf to draw up a plan of
action setting out when and what specific measures withken to prevent any repetition
in the future.

If an assessment as referred to in part 1.5 (b) finasa policymaker lacks the required
expertise, the supervisor may issue an instruction vhigh ihtention of securing the
dismissal of the policymaker concerned and, possiblg dppointment of a new

policymaker within a specified period.

Reassessment and the relationship between the criteriatii 2at en chapter 2

Chapter 2 provides that where the expertise requiremspesified in part 1.2.1 are
assessed in relation to policymakers of undertakings froopg B and C before they take
office, this should be done on a proportionate basisdn assessment as referred to in part
1.5(a)). This does not mean that theguirementsare less strict; thessessments
implemented differently, for example for practical reesgsee also the general notes,
sections 7 and 8). The principle-based criteria in chapferm the basis of the expertise
assessment. This applies to every policymaker of evetgrtaking. It goes without saying,
therefore, that any reassessment is also based ptechasince in practice a reassessment

focuses on the functioning of a policymaker.

1.6 Information and antecedents

Undertakings have the responsibility to select, appoint aadhrpolicymakers having the

required expertise, and the supervisor has the responsibilégtablish the expertise of a
policymaker on the basis of sufficient and reliable rimfation. In the opinion of the

supervisor, it is not desirable for a proposed appointrteedie announced prior to the
assessment of expertise by the supervisor. The basapbe is that an undertaking should

convince the supervisor of the expertise of the peris@neposes to appoint.
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In assessing the expertise of a policymaker, the superuses various information

sources, including:

a)

b)

c)

the ‘proposed appointment’ notification fortruthfully completed and signed by the
undertaking, including information obtained by the supenison the persons named

as references in the form;

supervision information and antecederitluding formal and informal supervision

measures such as a ‘normative’ interview and a proposake a formal measure. If a
policymaker changes job or moves to a different undertakirgsupervisor may use
information obtained in relation to the previous positwhen assessing his or her

expertise for the new job.

the policy(the processes and procedures) of an undertaking thatierrderuitment

and selection and (periodic) appraisaisrespect of expertise. This policy and its

results form part of an undertaking’s communication wite supervisor about the
expertise of its policymakers. Good (and well-documentedicyp@nd effective

implementation can be of assistance in demonstrating eseert

Part of this policy is the use of job profiles in thero@ment and selection
policymakers and their periodic appraisal. The resulsppfraisals can be helpful in

this connection and are also a welcome source ofnivation for the supervisor.

It is advisable that the parts of this policy rule tfiaulate the basic principles and
define expertise should be used by an undertaking as a guldeaimg up or critically

reviewing and, when necessary, adjusting the policy omite@nt and selection and
the appraisal of policymakers. If a policymaker is ctelé, a written record of this
should be kept. Ideally, this record should contain nof the selection decision but
also the considerations leading to the appointment, imdudny agreements about

expertise enhancement.

The supervisor recommends that an undertaking should carry riodipdpreferably
annual) appraisals of the functioning of its policymakargriactice. In such periodic
appraisals, the functioning of a policymaker should pablgrbe viewed in the light of

the position that he or she holds and the job profildherbasis of which he or she was
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appointed. The periodic appraisal should show expertiseefgyence to specific
practical examples. It is advisable to keep a writterorckof periodic appraisals.
Ideally, the record should contain not only the final atosion but also the

considerations leading to it, including any agreemerastadxpertise enhancement.

Where there is a collective, it is important for thedertaking to ensure that the
recruitment & selection and appraisal processes tekeasiccount the composition and
functioning of the collective and the role that an imdliral policymaker plays or will
play in practice in the collective.

In the case of pension funds and occupational pension fundtimgosition of the
management board is prescribed by law. The board of dopefsd consists of
representatives of employers and employees. The board ofaipational pension
fund consists of representatives of the occupational persssociation that has
requested that membership be made obligatory for theegsmioh concerned.
Responsibility for the appointment of a pension fund maneggts in principle not
with the fund but, primarily, with the employers and emypks making the
appointment (i.e. the associations of employers and engsoge the occupational
pension association). This means that the informaiticiuded in part 1.6.2(c)(i)
(documented policy on recruitment & selection and applraizd the results thereof) is
relevant only if it concerns a policymaker appointed byftimel itself, for example a

director of a pension office.

On the other hand, the information included in part 1c§i\ (job profile) is also

relevant to managers of pension funds and occupational pdnsids The supervisor
considers it desirable for pension funds and occupationaigrefunds to submit a job
profile to the party making the appointment, together wwithequest that it seek a
candidate who matches the profile as closely aslges$Vhen the profile is drawn up,
the funds are expected to take account of the areas aftisgplésted in article 14,

paragraph 3 and article 30 of the Decree implementing theidrer\ct and the

Obligatory Occupational Pension Schemes Act and otdngpetencies listed in the
annex to this policy rule. When assessing expertise, the ssgremay not only ask to
be supplied with the job profile but also request the manegeaf the pension fund or
occupational pension fund to indicate to what extent thedboansiders that the

candidate board member meets the profile. As regaelsformation referred to in
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part 1.6.2(c)(iii), where the expertise of managers of ipanfsinds or occupational
pension funds is reassessed, the supervisor will as& supplied with the results of
the periodic self-evaluation, which pension funds and ocmr@atpension funds are

required to carry out under the Principles of PensiamdFSovernance.

d) Other information to be supplied by the undertakingofar as relevant to the

assessment of a policymaker’s expertise.

e. Other informationlnformation about such matters as a policymaker’siievoent in a

suspension of payment or bankruptcy. The importancehattiato antecedents differs
according to whether they are used to assess expertistegrity. In the case of an
expertise assessment, the criterion is to what exterinvolvement of the policymaker
in a suspension of payments or bankruptcy is evidencéagkaf expertise on the part
of the policymaker. By contrast, antecedents are usedninntegrity assessment
primarily to determine the integrity of the policymaken. this sense, therefore,
integrity and expertise assessments are complemeiitagyaim of both an expertise
and an integrity assessment is to ensure the integnitly stability of the financial

markets and bolster confidence in them.

f. Information in the public domairexamples are information from other supervisors,

government ministries, the Dutch Securities Institutel@6the trade register of the

Chambers of Commerce.

Information requests

The information referred to above is generally alreadgilable to the undertakings

concerned (e.g. the policy on recruitment & selectind appraisal of policymakers and a
job profile). The supervisor does not therefore expectimrngase in compliance costs as a
consequence of the provision of this information. An urdterg needs supply this

information only with the notification form. If anndertaking does not have this

information, it may demonstrate the expertise in sorheravay.

The supervisor is authorised to request information ssacg for the assessment of
expertise (pursuant to section 4:2 of the General Admatige Law Act(Algemene wet
bestuursrechtd The information request has been modified to takewaxtcof the manner

in which the statutory expertise requirement is elaboiatéds policy rule.
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1.7 Evaluation of information and antecedents

The available information and antecedents are used \@