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Introduction

Nanhua Financial (UK) Co Limited (NFC) is required under FCA SYSC 10! to take all appropriate
steps to identify and to prevent or manage conflicts of interest between:

e NFC (including agents and employees, or any person directly or indirectly linked to them by
control) and an NFC client, or

e One NFC client and another NFC client;

that arise or may arise in the course of the firm providing regulated services to clients, including those
caused by the receipt of inducements from third parties or by the firm’s own remuneration and other
incentive structures.

In addition to the above, Principle 8 of the FCA'’s Principles for Businesses? requires NFC to “manage
conflicts of interest fairly, both between itself and its customers and between a customer and another
client.”

NFC is committed to treating its customers fairly and it will not put itself in a position whereby its own
interests, or its duty to another party, prevent it from discharging its duty to a customer. In line with the
NFC Compliance Manual all staff are required to disclose any Outside Business Interests to NFC'’s
Compliance Officer so that they can be added to the NFC Compliance Register. If you are unsure of a
conflict of interest or potential conflict of interest, please consult NFC’s Compliance Officer.

1. Defining a Conflict of Interest

A conflict of interest is a conflict that arises in the course of NFC providing its clients with a service
which may benefit NFC (or another customer for whom NFC is acting) whilst potentially damaging
another customer’s interests, where NFC owes a duty to that customer.

Conflicts may arise where NFC or a member of its staff:

¢ s likely to make a financial gain, or avoid a financial loss, at the expense of the client;

e Has an interest in the outcome of a service provided to the client or of a transaction carried
out on behalf of the client, which is distinct from the client’s interest in that outcome;

¢ Has afinancial or other incentive to favour the interest of another client or group of clients over
the interests of the client;

e Carries on the same business as the client;

e Receives or will receive from a person other than the client an inducement in relation to a
service provided to the client, in the form of monies, goods or services, other than the standard
commission or fee for that service; or

e Is in possession of information obtained in the ordinary course of its business which would
benefit the individual, NFC or a client, but such information is not publicly known/available.

! https://www.handbook.fca.org.uk/handbook/SYSC/10/?view=chapter
2 https://www.handbook.fca.org.uk/handbook/PRIN/2/1.html
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2. ldentification of Conflicts of Interest and Reporting

NFC has robust internal policies and procedures in place which require all staff to identify any conflicts
of interest and escalate them to NFC’s Compliance Officer.

Any actual or potential conflict of interest whether it arises at the commencement of a client relationship
or at some other time, must be reported to NFC’s Compliance Officer and the following information
provided:

Client name(s)
Nature of the Conflict
Whether the conflict is deemed to be an actual conflict or a potential conflict

Identification of those within NFC who the conflict is against, and as such names of those
within the firm who are best placed to resolve the conflict.

Such internal obligations enable NFC to continually identify new conflicts of interest which arise in its
business and to implement measures required to adequately monitor, manage, and control the potential
impact of those conflicts to NFC'’s clients.

All conflicts of interest reported to Compliance will be added to the Compliance Register and become the
responsibility of Compliance. Staff do not need to worry about the conflict once it’s been disclosed and
they only need to update Compliance if anything changes regarding the conflict they have reported.

3. Types of Conflicts of Interest

NFC carries out brokerage activities and facilitates client trading. The firm does not conduct

Proprietary Trading. Some of the conflicts identified below are specific to NFC and have been identified
by the firm as the types of conflicts which exist based on the firm’s activities:

those between clients with competing interests;

those between the personal interests of NFC staff and the interests of NFC or its clients where
those interests may be different;

those between the personal or financial interests of NFC staff who may have directorships
within their own businesses or competing firms;

those that might arise as a result of being part of Nanhua Group, whereby the respective
interests of the affiliates/subsidiaries may be different;

This list is not exhaustive and only provides guidance on potential conflicts of interest, so if you do

have any questions then the Compliance Department can advise.
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4. Management and Prevention of Conflicts of Interest

NFC has adopted policies and procedures to prevent and manage conflicts of interest identified within
its business. The adequacy of these controls is assessed periodically and is subject to the firm’s usual
compliance monitoring.

These policies and procedures cover:

R/
0.0

*,
*

Integrity and Conduct — NFC staff must always adhere to the highest standards of integrity in
their dealings with clients. All staff undergo compliance training and are subject to the Conduct
Rules under the Senior Managers & Certification Regime (SM&CR) which, among others, state:
i) You must act with Integrity;

ii) You must act with due skill, care and diligence;

iii) You must be open and cooperative with the FCA and other regulators;

iv) You must pay due regard to the interests of customers and treat them fairly;

v) You must observe proper standards of market conduct.

Order Handling — To ensure that NFC customers receive as fair treatment as possible, all
orders are handled in accordance with NFC Order Handling and Best Execution Policy which
requires that staff take all sufficient steps to achieve the best overall trading result for
customers; to carry out comparable client orders sequentially and promptly.

In furtherance of a fair and orderly market as well as to prevent employees and customers from
engaging in market abuse, NFC staff and DEA customers are provided with market abuse
training documentation and surveillance systems monitor NFC trading. Such controls ensure
all business is carried out in accordance with the provisions of the Criminal Justice Act 19933
and Market Abuse Regulation* which are aimed at preventing insider dealing, unlawful
disclosure and market manipulation.

Confidentiality — When staff join NFC, and annually after, they are asked to declare if they
have any Personal Account Dealing interests to declare. In accordance with the NFC
Compliance Manual, NFC staff are not permitted to trade in any products that are offered to our
clients.

All staff are required to always maintain the anonymity and confidentiality of their customers.
Brokers are only permitted to provide market colour to their customers, which includes generic
information about market activity. Any requests from clients for specific details of other
participants’ activities in the market are refused.

Information Barriers — NFC pas put in place appropriate information barriers to prevent the
flow of confidential information (including customer information) to units which do not need
access to such information in the ordinary conduct of their job responsibilities. Such controls
include physical separation of departments and, where appropriate, system access restrictions.

Incentives — NFC Staff are required to act in accordance with the firm’s Gift and Entertainment
Policy, which provides clear parameters to ensure transparency.

Remuneration — relevant employees who are open to a conflict of interest are paid a basic
salary, including those in key support areas such as Operations, Finance & Compliance. That
salary is not dependent on company performance. A discretionary bonus may be paid out at

3 https://www.legislation.gov.uk/ukpga/1993/36

4 https://www.handbook.fca.org.uk/handbook/MAR/1/?view=chapter
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the discretion of the CEO and the Executive Director. The payment of such bonus is non-
contractual and it is notified to individuals only on payment.

5. Disclosing the Conflict of Interest to the Customer

If NFC has identified any relationship or interest in a transaction that may give rise to a conflict with the
interests of its customers, it will disclose this fact before acting for that customer. Such a disclosure
comes as a last resort measure, where there are no other means of managing the conflict or where the
measures in place do not, in NFC view, sufficiently protect the interests of customers.

The disclosure should be appropriately clear and concise and contain sufficient detail to enable the
customer to make an informed decision as to how the conflict may affect the service being provided.
NFC will not enter into any transaction with or for a customer if it has reason to believe that the customer
has objected to the conflict of interest.

All disclosures to clients must include Compliance so that they can be added to the Compliance
Register.

6. Independence Policy Statement

All employees are required to comply with NFC independence policy. The NFC independence policy
effectively states that, when dealing with a customer, NFC employees must disregard any corporate or
personal relationship, arrangement or interest that is likely to influence the information given to, or
actions undertaken on behalf of, a customer in relation to the transaction or service in question.

7. Declining to Act for a Customer

If NFC decides that a conflict of interest cannot be managed effectively by disclosing the conflict of
interest to the customer or by its policy of independence, as stated above, then it will decline to act for
that customer.

8. Disclosure of Outside Business Interests

An outside business interest is any activity that you are engaged in, being a non- NFC business matter,
including: being employed by another person, or serving as an officer, director, partner or consultant,
or whether you receive compensation from another organisation (including a family business) or any
fees for a work product such as an article or speech or position held at the request of, or as part of your
role with NFC.

NFC staff must disclose in writing to the Compliance Officer all external directorships, partnerships or
similar interests in any business prior to employment or taking up such an appointment and annually by
completing the annual attestation form which is reviewed by NFC’s Compliance Officer.

9. Responsibility for Identifying and Managing Conflicts

To address a Conflict of Interest, the following factors will be considered:

e Disclosure of the potential conflict;

e Policy of independence, as above, and where possible, segregation of duties and separate
supervision of staff;
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¢ Removal of undue influence;
o Clear allocation of responsibilities to individuals and teams, and
¢ Declining to act for one party.

¢ Independent oversight, such as audits or third-party reviews.

10. Information Barriers

Compliance have effective procedures to prevent or control the exchange of information between
relevant persons engaged in activities involving a risk of conflict of interest where the exchange of that
information may harm the interests of one or more clients.

11. Monitoring Conflicts

NFC’s Compliance Officer maintains a register of Conflicts of Interest and includes conflicts of interest
data in the Monthly Compliance Reports.

12. Inducements
Inducements are covered by NFC’s Compliance Manual.

NFC is prohibited from making or receiving payments in connection with the services that are provided
to Professional Clients unless those payments meet certain specific criteria and the inducements have
been clearly and accurately disclosed to the client and any consequential client queries have been dealt
with.

13. Personal Account (PA) Dealing

Personal account dealing is not permitted in any products traded for NFC’s Customers.

14. Segregation of Functions

NFC has in place segregation of duties within its organisation so this will help to reduce the risk of
fraud and errors because no single person is responsible for every stage in the process.



