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Group Audit 


Dexia Group Code of Business Ethics

1. Ethical rules: necessity and purpose

The finance and insurance sectors are among the most regulated and tightly controlled in the economic world. Client and shareholder confidence depends on total compliance with the demands of legal, regulatory and precautionary standards. 

But the reputation of the Dexia group also depends on an attitude of integrity in the exercise of its banking or insurance business, both from the group as a whole and from its employees individually, at all hierarchical levels.

The Dexia group is committed to respecting the laws of the countries in which it operates, and it is particularly keen to ensure that all its employees, as well as its clients and counterparties, adopt an ethical approach that takes account both of internal standards and regulations arising from its banking or insurance status. Never, under any circumstances, would it implement or encourage mechanisms that enable people to transgress these laws.

Audit and compliance functions are specifically designed to monitor adherence to relevant procedures and regulations.

The purpose of the code of ethics that Dexia has defined for this environment and in a precautionary vein, is to inform all employees of the group’s policy of integrity, which they have a duty to respect.

Every employee of the Dexia group is professionally bound by the rules set out in the code. 

This document forms an integral part of the internal regulations of each of the group’s operating units. Reference may be made to the scale of sanctions that the employer in each company can apply, who is responsible for assessing the proportionality thereof.
This code is applicable to all units in the Dexia group and to all the group’s employees. The Dexia group means Dexia S.A. and all its subsidiaries, branches and other agencies. In the case of a minority holding, it is incumbent upon Dexia’s representative on the Board of Directors to ensure that an equivalent code is in operation, and if necessary, to alert the management committee of the unit in charge of the holding.  

Where more restrictive legal and regulatory provisions are in force, the provisions of this code must be supplemented to take account of them, under the responsibility of the group’s compliance officer.

2. Role of compliance officers( in the Dexia group

Compliance is an independent function which is responsible for ensuring the practical application of the ethical policy defined by the Dexia group. Accordingly, the development, implementation and updating of the ethical rules fall within the remit of the compliance officers.

Dexia S.A. employs a group compliance officer.

Compliance officers are also appointed in all the main subsidiaries of the Dexia group. They report to the group compliance officer. Other group subsidiaries, branches or agencies are represented by correspondents.

3. Core ethical principles

Dexia’s policy of integrity is based on the following principles:

· Adherence to legal and regulatory demands

· Professionalism and duty of discretion

· Reliability and respect towards clients 

· Fairness to the Dexia group

· Mutual respect for people and opinions.

These guiding principles are designed to ensure responsive attitudes in a fast-changing environment. 

Professionalism requires employees to understand and respect ethical standards in their business. In some cases, specific ethical codes are applicable. 

Responsibility for ensuring that these regulations are complied with lies with the direct line management in the first instance. Employees with questions on the practical application of these principles should contact their line manager and, if necessary, the compliance department at their unit. This department may also be consulted in the event of problems interpreting the applicable directives. 

The human resources department provides technical assistance on questions of employment law. 

These provisions are implemented without prejudice to the exercise of the rights of employee representatives as defined by the rights and conventions in force locally. 

4. Use of professional information 

4.1. General

In the course of their professional activities, employees have access to considerable information about the Dexia group and its business. This information may only be used for the purposes of performing their work.

The following core principles apply:

· Information should always be treated with due care. Confidential information must always be treated as such. 

· Regarding public communication, employees must keep within their defined remit and refrain from divulging any information unless they have been expressly authorised to do so or if it forms part of the normal scope of their duties.

· Employees may not have any contact with the media, unless this falls within the normal scope of their duties. If an employee is contacted by the media, he must refrain from responding personally. He should inform his line manager who will contact the press department of their business unit.

These stipulations shall not inhibit the freedom of employee representatives to speak out in the exercise of their trade union mandate.

4.2. Duty of discretion

Employees have access to a considerable amount of information about the financial and family situation of their clients, which may be related to the client’s personal life. The client has the right to expect that such sensitive and confidential data be treated with absolute discretion, especially where the business unit is governed by stricter legal obligations. The same discretion is essential with regard to personal information about employees.  

The duty of professional discretion is applicable to all such information. It is imperative. There can be no departure from this except where governed by legal and regulatory provisions.

Accordingly: 

· Information regarding the identity of clients and transactions they make may not be divulged to third parties.

· Information regarding clients may not be divulged to employees for whom such information is not necessary for the execution of their duties.  

· Information resources regarding clients may not be consulted unless they are directly applicable to the task entrusted. 

Questions from judicial or fiscal authorities, or other control organisations, concerning clients and their transactions are generally dealt with by a central office at each unit, with due regard for local regulations. This office will collect any information that it considers appropriate from the relevant departments.

4.3. Insider dealing and privileged information

The law pays particular attention to investor protection in order to ensure the integrity of the functioning of financial markets. This includes insider dealing and manipulation of the market.

This covers all financial instruments traded on the markets. Its application in respect of Dexia shares is described in point 4.4. 

“Privileged information” is understood to be: 

· information that is not in the public domain, 

· of a particular kind,

· concerning one or more financial instruments or one or more issuers of financial instruments, and 

· which, if it were to be made public, would be likely to influence the price of those financial instruments or one or more connected financial instruments. 

Accordingly, the following could be described as privileged information: 

· results before they are announced;

· a decision about whether or not a dividend is to be paid, or the amount of the dividend;

· a change to the rights attached to various categories of shares;

· a significant change to the shareholding structure of a listed company;

· a major change in the issuer’s sphere of activity which could have a significant effect on its financial position or the general direction of its business;

· data which may only concern the company in an indirect way, but which is relevant to the group it controls or is part of;

· information collected for operations such as acquisition, stakeholding, granting credit, etc. 

If, in the course of his work, an employee has access to price-sensitive information he is barred from:

· buying, selling or giving any order to buy or sell financial instruments affected by the privileged information, on his own account or for a third party, directly or indirectly; 

· communicating such information to a third party, except in the course of the normal exercise of his work, profession or duties;

· recommending that a third party buys or sells financial instruments on the basis of this privileged information.

Any breach of these constraints may be a criminal offence under “insider dealing”. 

Employees are not permitted to seek confidential information that might place them in an insider position if they do not need such information for the exercise of their duties. 

If an employee communicates privileged information to a third party in the normal course of his duties, he must inform the third party of his obligation to secrecy in respect of such information. 

In any event, an employee shall refuse to execute orders made by clients if he reasonably suspects that the transactions are based on privileged information. If this occurs, the employee shall immediately inform the compliance officer at his business unit. 

Specific stipulations apply to persons who hold sensitive posts. 

4.4. Insider dealing and transactions in DEXIA instruments

Employees of the Dexia group may own Dexia shares or other Dexia group financial instruments and they may make transactions that comply with legal provisions and internal regulations.

Transactions on Dexia shares, or any other financial instrument relating to Dexia group shares, including stock options, warrants and employee shareholding schemes invested in Dexia shares, are prohibited during the month prior to the announcement of the quarterly, half-year and annual results.  

However, the prohibited period is not applicable for the unwinding of “leverage offer” type employee shareholding schemes, where the “unwinding” terms were fixed at the outset of the scheme. 

The prohibited periods are determined by the group compliance officer and communicated to the compliance officers of the group subsidiaries. They, in turn, will inform their correspondents. Compliance officers and correspondents are responsible for conveying this information to the business units in their remit.

The prohibited periods also apply to irrevocable orders given to a financial intermediary. Options on Dexia shares cannot be exercised during this period, even if the options were subscribed before the period. 

However, if an employee wishes to make a transaction (a trade related to Dexia shares) during a prohibited period, especially for reasons of an urgent need to release cash, he may make a request to the compliance officer at his business unit. The compliance officer will respond within 2 working days. Agreement may be assumed if no response is forthcoming in that time, provided that full and accurate information has indeed been communicated by the employee. 

Outside these prohibited periods, persons in sensitive posts may not make, or have made, any transactions on Dexia shares, on their own account or for a third party, without prior written agreement from the compliance officer at his business unit. Furthermore, such persons are barred from making transactions on financial instruments except for hedging instruments on Dexia shares obtained by the exercise of options under group stock option schemes.

An employee who is not in a sensitive post but who may have privileged information concerning Dexia shares or other Dexia group financial instruments in a given period, may not make, or have made, any transactions on Dexia shares, on their own account or for a third party, without prior written agreement from the compliance officer at his business unit.

When persons in sensitive positions or who have privileged information leave the group, the code of business ethics continues to apply to them for a period of 3 months following their departure.

A list of persons occupying sensitive posts is defined at each business unit by its management committee, on the basis of advice from the compliance officer, and will be brought to the attention of the persons concerned.

A transaction is understood to mean any buy, sell, or exchange deal on a share, or buy, sell or exercise of a financial instrument.

4.5. Manipulation of the market

The offence of manipulation of the market is caused by the behaviour of participants, irrespective of their intention or objective. Employees are not permitted to do any of the following: 

· conduct transactions or make orders giving, or likely to give, false or deceptive signals with regard to the offer, demand or price of financial instruments; or which set, by the action of one or more persons acting in concert, the price of one or more financial instruments at an abnormal or artificial level; or which relate to fictitious processes or any other form of deception or artifice;

· spread information, whether through the media (including the Internet) or any other means, which gives, or is likely to give, false or deceptive signals with regard to the offer, demand or price of financial instruments, including the fact of spreading rumours or broadcasting false or deceptive information; 
· commit any other acts which hinder or agitate, or are likely to hinder or agitate, the proper, efficient and transparent functioning of the market. 

Accordingly, the following constitute examples of manipulation: 

· transactions aimed at giving a false impression of activity;

· fictitious transactions;

· transactions made by several persons acting in concert in order to push up the price to an artificially high level, and subsequently sell large amounts of their shares;

· the fact of buying an instrument on one’s own account before recommending its purchase to others, then selling and realising a profit because of the higher price resulting from the recommendation. 

An employee must also refuse to execute orders made by clients if he reasonably suspects that these transactions relate to manipulation of the market. The employee must communicate this fact immediately to the compliance officer of his business unit.

4.6. Protection of information

The exercise of Dexia group activities requires the use of accurate and reliable information. The Dexia group attaches particular importance to the protection of information.

This requirement applies in particular to employees who work with computerised information systems.

All employees must respect the rules on the protection and security of information described in specific instructions. 

In addition, everyone must ensure that files, memos and other similar documents are not easily accessible, in order to prevent them from being accessed by unauthorised persons.

5. Relations with clients

The confidence placed in the Dexia group by its clients for its activities as a whole, depends on respect for contractual, legal and regulatory obligations, the quality of its products and services, and the professionalism, courtesy, and transparency of its employees. 

Employees must therefore respect local laws and regulations, and apply the internal instructions defined by the Dexia group, even where these are stricter.

These requirements are enshrined in the application of the principles detailed below.

5.1. Professionalism, integrity and transparency

Employees must ensure they offer clients a rapid and quality service and inform them in their best interests. They must provide the most comprehensive information possible, including, where necessary, on the risks associated with particular operations. The Dexia group provides its employees with the necessary resources to enable them to fulfil this information role.

In the course of their professional activities, employees are directly or indirectly involved with money or other products of financial value. These funds belong to the customer or to the Dexia group. It is strictly forbidden to appropriate or use these funds, even on a temporary basis, for personal purposes.

5.2. Compliance with regulations 

Dexia seeks to ensure that it does not deal at any of its premises with persons whom it knows, or ought to know, are conducting illegal activities.

Its advice to clients is based on the proper application of national and international laws and regulations. In this respect, it guards against offering transactions to clients where execution is against the legislation in force.

The Dexia group applies the appropriate regulations with regard to the protection of personal information when processing client data.

5.3. Combating money laundering

The Dexia group does its utmost through its organisation and procedures to avoid lending support to money laundering.

Employees adhere to local regulations on money laundering and internal instructions defined by the Dexia group, especially those concerned with knowledge of its clients. 

An examination of the acceptability of new clients or Dexia group counterparties is essential. This is conducted in such a way as to ensure that in every case, sufficient documentation is available to have thorough knowledge of the applicant and his activities. This analysis also helps ensure that the appropriate products and services are offered.  

Knowledge of clients must be kept up to date to enable marketing relations to be monitored and major transactions examined from a preventive point of view.  

All participants (clients, agents, intermediaries, and economic beneficiaries) are carefully identified to ensure there is a valid copy of identifying documents whenever necessary.

Particular attention is paid in cases requested by the courts and banking control authorities, whether this concerns action against certain countries’ refusal to cooperate in crime prevention or whether it is more specifically to combat corruption or terrorism. 

Apart from obligations in relation to knowledge about clients and monitoring transactions, the group strictly applies all regulations for collaboration with the courts, especially in cases where laundering is indicated, with absolute respect for the forms prescribed by the laws of the countries concerned. 
5.4. Prevention of conflicts of interest

Sometimes an employee is also a client of another company in the Dexia group. 

It is vital that regulations applicable to personal financial transactions are strictly adhered to in order to avoid any conflict of interest or abuse.

Also, each employee must ensure he retains a totally independent attitude in his relations with clients or counterparties, and avoids any risk of influence or conflict of interests.

· Personal relationships with clients or Dexia group counterparties must remain separate from professional activities. Any breach is punishable for both parties.  

· The following rules in particular must be respected when transactions are made by employees for their personal account:

· personal transactions may not be conducted using the bank’s accounts or the accounts of the bank’s clients;

· personal orders may not be grouped with client orders;

· speculative activities may not be conducted in the professional environment; 

· the internal procedure must be followed when placing orders for transactions and recording them;

· transactions may not be conducted through an intermediary.

· Employees must ensure they are not involved in dubious practices that could damage the reputation of the Dexia group.

· Similarly, employees must ensure they respect the rules laid down in the employment regulations concerning the notification of certain management powers and proxies.

· Accepting gifts or other benefits offered by clients or counterparties that go beyond normal commercial practice and exceed a threshold determined in internal instructions or by a specific local regulation is not permitted.

6. Fairness to the Dexia group

6.1. Principles

Each employee has to carry out the tasks entrusted to him honestly and fairly.

In this context, it is imperative that internal procedures defined for the whole of the Dexia group are respected. Procedures or working documents must not be abused or used improperly.

Fairness also means that employees must represent the Dexia group in a way that conforms to an appropriate image and to the principles of this code.

6.2. Professional exclusivity

The Dexia group insists on professional exclusivity as stipulated in the employment contract, which means:

· The exercise of a competitive activity alongside the activity of the Dexia group, directly or by an intermediary, is not permitted.

· Employees must inform the human resources department at their business unit of any company directorships they hold. 

· If an employee exercises a publicly elected function or public law appointment, he must inform the human resources department at his business unit so that between them they can investigate the consequences of this appointment in relation to the Dexia group post. 

· Employees who have been named as proxies, representatives and/or signatories may only use this in the context of their office and their authorisation is strictly limited.

· The human resources department must be informed in advance of any complementary remunerated activity.

Any information supplied by employees relating to the above points will be kept in their file at the human resources department then destroyed 5 years after the end of validity.

This information will only be used in the context of verifying adherence to the code of business ethics. 

6.3. Mutual respect 

The company’s objectives are realised in an atmosphere of tolerance and mutual respect, both in relation to the individual and the work provided. 

There shall be no discrimination against employees of the Dexia group on grounds of race, sex, religion, political opinion, trade union membership or language.

6.4. Resources available to employees

The Dexia group also makes a number of resources and facilities available to its employees (office, personal computer, software, Internet, telephone, etc.) in order to achieve the results it expects. The availability of these resources, determined by management, is structured in accordance with employees’ duties. They must be used honestly by employees. Abusive use for personal purposes is not permitted. 

7. Conclusion

Business ethics are primarily a question of attitude and behaviour.

This code of business ethics provides a referential framework within which employees exercise their professional activities. It is supplemented by specific codes which apply to particular fields of activity.

If an employee has any questions that remain unanswered or encounters specific problems which he does not know how to handle, he should not hesitate to consult his line manager. If an employee has concerns with regard to procedures or instructions – whoever has transmitted them or however they have been communicated (telephone or otherwise) – because it seems they fall outside normal procedures, he should immediately inform the person designated in this respect.
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( 	the compliance officer is the person responsible for the application of the group’s policy of integrity and local laws and regulations.











