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MAS Requires All Financial Institutions
to Apply Fair Dealing Guidelines to All
Products & Services

Expanded Scope of Application of Fair Dealing Guidelines

On 30 May 2024, the Monetary Authority of Singapore ("MAS") updated the "Guidelines on Fair
Dealing — Board and Senior Management Responsibilities for Delivering Fair Dealing Outcomes to
Customers” ("Revised Fair Dealing Guidelines™).

With immediate effect, the Revised Fair Dealing Guidelines has an expanded scope to cover all
financial institutions ("FIs") and all of the products and services (including incidental services) offered
by such FIs to any customers (not limited to retail customers). They are expected to incorporate key
principles and guidance on the fair treatment of customers into various stages of the product life cycle
or provision of service by the Fls.

In the Response to MAS Consultation on Fair Dealing Guidelines, MAS clarifies that the principles and
outcomes in the Revised Fair Dealing Guidelines apply to foreign related corporations ("FRCs") and
foreign offices ("FOs") except where they are exempted from specific conduct requirements under the
exemption framework for cross-border business arrangements. Further, Fls are expected to apply the
Revised Fair Dealing Guidelines in their dealings with customers located outside Singapore.

Five Fair Dealing Outcomes
The Revised Fair Dealing Guidelines set out the following five fair dealing outcomes for Fls:

e Outcome 1: Customers have confidence that they deal with FIs where fair dealing is central to
the corporate culture.

e Outcome 2: Fls offer products and services that are suitable for their target customer segments.

e Outcome 3: Customers are served by competent representatives.

e Outcome 4: Customers receive clear, relevant, and timely information that accurately represent
the products and services offered and delivered.

e Outcome 5: FIs handle customer complaints in an independent, effective and prompt manner.
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Due to the varied nature of Fls and their business models, each FI may consider how best to achieve
these outcomes in a manner that is proportionate to its business model, the types of products and
services it provides, and the investment risks of such products and services to customers who may be
more vulnerable.

This Update discusses some of the principles and guidance under these five fair dealing outcomes
and highlights some key changes introduced in the Revised Fair Dealing Guidelines.

Outcome 1

The Board and Senior Management of an Fl should, among other things, undertake the following
actions to lead the FI to establish a culture that promotes fair dealing:

e devise a clear organisational strategy to achieve the fair dealing outcomes;

e align organisational policies and practices to the fair dealing outcomes;

e communicate to internal and external stakeholders that fair dealing is a priority; and

¢ monitor the effectiveness of the strategy and policies in achieving the fair dealing outcomes.

Among other things, in providing financial products and services, the Board and Senior Management
of an Fl are expected to ensure that the FI puts in place:

(a) robust due diligence procedures to ensure that products and services designed, manufactured,
selected, marketed, and distributed are suitable for its customers;

(b) procedures to perform due diligence assessments and set out clear service standards for
partnerships with other FIs or persons (e.g., introducers in its distribution business);

(c) procedures to identify, mitigate, and disclose conflicts of interest; and

(d) sound and objective processes to assess applications received for the purchase of financial
products and services.

The guidance set out in (d) above on requiring FI to have a sound and objective processes to assess
applications received for the purchase of financial products and services is one of the new principles
under the Revised Fair Dealing Guidelines. In assessing such applications from the customers, Fls
should not accord inappropriate differential treatment to any individual or groups of individuals unless
there are justifications supported by relevant and reliable information or data. For example, an Fl
should not reject an application for insurance merely based on declared autism, disability or mental
health condition without having first performed an objective assessment. FIs should provide adequate
explanation through appropriate channels to help a customer better appreciate the rationale for
rejecting his/her application or imposing additional conditions on the application.
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Outcome 2

Under the Revised Fair Dealing Guidelines, Fls are expected to deal with their customers fairly, across
various stages of the product life cycle or provision of service. Therefore, product manufacturers, and
not just distributors, should also consider Outcome 2 when designing new products and services.

We highlight below some guidance set out in the Revised Fair Dealing Guidelines for Fls when
designing, distributing and marketing new products and services to ensure that the needs and interests
of their target customer segments are met.

e Design and governance of products and services

- An FI should assess the performance of a new product or service under different market
conditions or scenarios and therefore its likely benefit or value to customers.

- Before a product or service is launched, the product manufacturer should test if the product or
service meets the needs, characteristics and financial objectives of the target customer
segments. The assessment should include the impact of costs and fees.

- After a product or service is launched, the product manufacturer should monitor customers’
feedback with a view to improving the design of the product or service.

e Distribution of products and services

- Before distributing a product or service, an Fl should undertake formal product due diligence
to: (a) fully understand and evaluate the features and characteristics of the product or service,
and assess the implications on each customer segment; and (b) identify customer segments
for which the product or service is suitable as well as those which are clearly not suitable.

- Formal management approval to distribute a product or service to target customer segments
should be obtained and properly documented.

- The FI should only distribute a product or service that it has assessed to be suitable for its
target customers.

e  Marketing of products and services

- AnFlshould adjust its marketing approach to suit the profiles, financial objectives, and general
financial literacy of its target customer segments.

- Steps should be taken to identify any customer profiles and circumstances within the target
customer segment for which the product or service is not suitable. Thereafter, the FI should
establish robust controls to ensure that the relevant product or service is not offered to such
customers.

Outcome 3

Fls are expected to take note of the following principles and guidance to ensure that their customers
are served by competent representatives (namely any staff, employee or agent who is engaged by the
Fls).
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e Ensuring competency of representatives

- An Fl should develop a robust training and competency programme to ensure that its financial
advisory representatives are equipped with the necessary skills and knowledge to provide
appropriate advice to consumers.

e Providing appropriate advice and recommendations to each customer

- FlIs should train their representatives to undertake a proper fact-find for the purpose of
providing each customer with appropriate advice and recommendations.

- An Fl should demonstrate that it has properly designed, tested and validated its scoring and
risk profiling methodologies.

- FIs should perform regular compliance checks and review their sales processes to ensure
that their representatives have given the appropriate advice and provided suitable
recommendations to their customers.

e Aligning remuneration structures with customers' interests

- An FI should incorporate indicators that support fair dealing objectives into the remuneration

structure of its representatives.

Outcome 4

Before, during and after the sales process, an Fl should provide customers with clear and relevant
information about a product or service that enables the customers maintain an accurate understanding
of the product or service.

e Providing clear information
- An Fl should ensure that the disclosures to customers are readily accessible. In this regard, it
should consider the needs of different customer segments (e.g., less technologically savvy).
- Disclosures to customers should be: (a) written in plain language that avoids the use of
technical jargon; (b) presented in a balanced format that highlights key feature and risks
without obscuring important terms and conditions; (c) presented in a format that facilitates
ease of reading and understanding.
e Providing relevant information
- An Fl should ensure that the relevant information is highlighted to consumers to allow them to
make an informed decision to invest in a product or service. Such information includes the key
risks of the financial product, the potential upsides and downsides of the product, all fees and
charges, early withdrawal penalties, rights and obligations of customers, and information on
any free-look, lock-in or cooling off period. Fls are expected to explain to customer how the
various fees and market conditions impact the customers’ net returns on the investment.
- Advertisements should be approved by the Senior Management of an Fl (or appropriate
designated authority).
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e Providing timely information on an ongoing basis
- After the sale has been concluded, an FI should continue to provide customers with
information and updates on product performance, and any material developments about the
products or services.
e Revising terms and conditions
- If a contract for a product or service with consumers contains a clause that allows an FI to
unilaterally revise the terms and conditions of the contract ("RoR" (right of review) clause), the
FI should clearly disclose this to the customers during the sales process, and describe the
circumstances under which an RoR clause may be exercised, the prior notice that will be given,
and customers’ rights or available options when the clause is exercised.
- A framework for governing the exercise of the RoR clause should be established by the Fls.
The framework should involve representatives from a control unit independent from the
relevant business line and approved by the Senior Management of the Fls.

Outcome 5

An FI should set out clear information on the avenues and procedures for customers to submit
feedback, inquiries or complaints. The feedback channels of an FI should support all customer
segments, with due consideration for those who are less technologically savvy. The FI should devote
enough resources to attend to and resolve customer complaints within its stipulated turnaround times,
without compromising the quality of review.

There should also be processes and guidelines on escalation of complaints to the Board and Senior
Management of an FI. The Senior Management should oversee the complaints handling process and
ensure that representatives handling complaints are properly trained.

Practical Impact

With immediate effect, all Fls are expected to incorporate the guidance and principles set out in the
Revised Fair Dealing Guidelines into their management framework, internal policies and practices. If
an Fl is required to enhance its current system or process to meet any specific areas of the Revised
Fair Dealing Guidelines, it should take prompt action to assess how it can achieve the Outcomes in
the Revised Fair Dealing Guidelines with reference to its business model, its products and services
and the needs and interests of the target customer segments of each of its product and service
(factoring in the circumstances of customers who are more vulnerable).

If you have any queries on the above development, please feel free to contact our team members
below who will be happy to assist.
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Further Information

By way of background, this development follows from the public consultation exercised conducted by
MAS from 14 December 2022 to 8 February 2023 where feedback was sought on the proposed
enhancements to the Fair Dealing Guidelines as set out in the MAS Consultation Paper on Revisions
to Guidelines on Fair Dealing — Board and Senior Management Responsibilities for Delivering Fair
Dealing Outcomes to Customers. On 30 May 2024, MAS issued its Response to Feedback Received
pursuant to Consultation Paper on Revisions to Guidelines on Fair Dealing — Board and Senior
Management Responsibilities for Delivering Fair Dealing Outcomes to Customers.

The MAS Guidelines on Fair Dealing — Board and Senior Management Responsibilities for Delivering
Fair Dealing Outcomes to Customers [FSG-G04] which were issued on 30 May 2024 have
incorporated the feedback provided, where appropriate.
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Contacts

Financial Institutions Group

Regina Liew Larry Lim
Head, Financial Institutions Deputy Head, Financial
Group Institutions Group

T +65 6232 0456 T +65 6232 0482

regina.liew@rajahtann.com larry.lim@rajahtann.com

Click here for our Partners in Financial Institutions Group.

Funds and Investment Management

Anne Yeo Jasmine Chew
Head, Funds & Investment Deputy Head, Funds &
Management Investment Management

T +65 6232 0628 T +65 6232 0454

anne.yeo@rajahtann.com jasmine.chew@rajahtann.com

Philip Yeo

Deputy Head, Funds &
Investment Management
T +65 6232 0487

philip.yeo@rajahtann.com

Click here for our Partners in Funds & Investment Management.

Insurance & Reinsurance

Simon Goh
Head, Insurance &
Reinsurance

Wang Ying Shuang
Deputy Head, Insurance &
Reinsurance

T +65 6232 0645 T +65 6232 0365

simon.goh@rajahtann.com ying.shuang.wang@rajahtann.com

Click here for our Partners in Insurance & Reinsurance.
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Our Regional Contacts

RAJAH & TANN SOK &HENG | Cambodia
Rajah & Tann Sok & Heng Law Office

T +85523963112/113

F +855 23963 116

kh.rajahtannasia.com

RAJAH & TANN 375 Ei8

SHANGHAI REPRESENTATIVE OFFICE | Cluna
Rajah & Tann Singapore LLP

Shanghai Representative Office

T +86 21 6120 8818

F +86 21 6120 8820

cn.rajahtannasia.com

ASSEGAF HAMZAH & PARTNERS | [ndonesia
Assegaf Hamzah & Partners

Jakarta Office
T +62 21 2555 7800
F +62 21 2555 7899

Surabaya Office

T +62 31 5116 4550
F +62 315116 4560
www.ahp.co.id

RAJAH & TANN | Lao PDR
Rajah & Tann (Laos) Co., Ltd.

T +856 21 454 239
F +856 21 285 261
la.rajahtannasia.com

CHRISTOPHER &LEE ONG | Malavysia
Christopher & Lee Ong

T +60 3 2273 1919

F +60 3 2273 8310

www.christopherleeong.com

RAJAH & TANN | Mvyanmar

Rajah & Tann Myanmar Company Limited
T +95 19345 343/ +95 1 9345 346

F +95 19345 348

mm.rajahtannasia.com

GATMAYTAN YAP PATACSIL

GUTIERREZ & PROTACIO (C&G LAW) | Philippines
Gatmaytan Yap Patacsil Gutierrez & Protacio (C&G Law)
T +632 8894 0377 to 79 / +632 8894 4931 to 32

F +632 8552 1977 to 78

www.cagatlaw.com

RAJAH & TANN | Singapore
Rajah & Tann Singapore LLP

T +65 6535 3600
sg.rajahtannasia.com

RAJAH &TANN | Thailand
R&T Asia (Thailand) Limited

T +66 2 656 1991

F +66 2 656 0833
th.rajahtannasia.com

RAJAH & TANN LCT LAWYERS | Vietnam
Rajah & Tann LCT Lawyers

Ho Chi Minh City Office
T +84 28 3821 2382 / +84 28 3821 2673
F +84 28 3520 8206

Hanoi Office

T +84 24 3267 6127
F +84 24 3267 6128
www.rajahtannict.com

Rajah & Tann Asia is a network of legal practices based in Asia.

Member firms are independently constituted and regulated in accordance with relevant local legal requirements. Services provided by a
member firm are governed by the terms of engagement between the member firm and the client.

This update is solely intended to provide general information and does not provide any advice or create any relationship, whether legally

binding or otherwise. Rajah & Tann Asia and its member firms do not accept, and fully disclaim, responsibility for any loss or damage which
may result from accessing or relying on this update.

RAJAH & TANN
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Rajah & Tann Singapore LLP is one of the largest full-service law firms in Singapore, providing high quality advice to an impressive list of clients.
We place strong emphasis on promptness, accessibility and reliability in dealing with clients. At the same time, the firm strives towards a practical
yet creative approach in dealing with business and commercial problems. As the Singapore member firm of the Lex Mundi Network, we are able to
offer access to excellent legal expertise in more than 100 countries.

Rajah & Tann Singapore LLP is part of Rajah & Tann Asia, a network of local law firms in Cambodia, China, Indonesia, Lao PDR, Malaysia,
Myanmar, the Philippines, Singapore, Thailand and Vietnam. Our Asian network also includes regional desks focused on Brunei, Japan and South
Asia.

The contents of this Update are owned by Rajah & Tann Singapore LLP and subject to copyright protection under the laws of Singapore and, through
international treaties, other countries. No part of this Update may be reproduced, licensed, sold, published, transmitted, modified, adapted, publicly
displayed, broadcast (including storage in any medium by electronic means whether or not transiently for any purpose save as permitted herein)
without the prior written permission of Rajah & Tann Singapore LLP.

Please note also that whilst the information in this Update is correct to the best of our knowledge and belief at the time of writing, it is only intended
to provide a general guide to the subject matter and should not be treated as a substitute for specific professional advice for any particular course
of action as such information may not suit your specific business and operational requirements. It is to your advantage to seek legal advice for your
specific situation. In this regard, you may call the lawyer you normally deal with in Rajah & Tann Singapore LLP or email Knowledge Management
at eOASIS@rajahtann.com.

© Rajah & Tann Singapore LLP | 9 RAJAH & TANN

Singapore



