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Investment Management Department

Securities and Exchange Board of India

SEBI Bhavan, Plot No. C4-A, "G" Block,

Bandra Kurla Complex, Bandra (East), Mumbai - 400 051.

Dear Sir,
Sub:  Suggestions on the Consultation Paper dated June 22, 2017 on Amendments/Clarifications to

the SEBI (Investment Advisers) Regulations, 2013, and the SEBI (Research Analysts)
Regulations, 2014

Morningstar Investment Adviser India Private Limited (“Morningstar Adviser”) is registered with SEBI under the
SEBI (Investment Advisers) Regulations, 2013 (“IA Regulations”) as an Investment Adviser (Registration Number
INA000001357). Morningstar Adviser is part of the Morningstar, Inc. group of companies (“Morningstar”), a leading
provider of independent investment research in North America, Europe, Australia, and Asia, which offers an
extensive line of products and services for individual investors, financial advisors, asset managers, and retirement
plan providers and sponsors. Morningstar also offers investment management and advisory services through its
investment advisory subsidiaries, including Morningstar Adviser, has more than $200 billion in assets under
advisement and management as of March 31, 2017, and has operations in 27 countries worldwide.

With reference to the captioned subject, Morningstar Adviser would like to submit the following suggestions on
some of the amendments to the |A Regulations and the SEBI (Research Analysts) Regulations, 2014 (“RA
Regulations”), which are tabulated in the manner specified in clause 6 of the consultation paper under reference:
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{"RIA”") who are bodies
corporate should be
permitted to provide
execution services
under the banner of
their own entity, and
should not be required
to float a separate
subsidiary ~ for  the
execution activity.
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1. Proposal | SEBI registered | The IA Regulations currently permit RIAs to provide execution
No. 1{i) Investment  Advisers | services, so long as they keep their investment advisory services

segregated from the execution services, the client is under no
obligation to avail the execution services offered by the RIA, and
the RIA maintains an arm's length relationship between advisory
and execution services.

We are of the view that RIAs should be permitted to continue
offering execution services without having to float a separate
subsidiary for it. Firstly, the requirement of floating a separate
subsidiary to offer execution services is a concept that is
different from what is followed in many markets, including
developed markets such as the US, where such a requirement
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does not exist. Secondly, we believe that as long as there are
adequate safeguards, policies and procedures within an RIA to
secure the best interest of the clients, the RIA should be allowed
to offer execution services also. Further, were the RIA to provide
execution services under the banner of its own entity, the client
would be able to avail both advisory and execution services from
a single entity, thereby enabling effective portfolio monitoring
and tracking by the adviser on an ongoing basis, which is an
essential part of financial planning.

In view of the above, it is our recommendation that SEBI
registered RIAs who are bodies corporate should be permitted
to provide execution services under the banner of their own
entity, and should not be required to float a separate subsidiary
for the execution activity.

Proposal
No. 1{i)

Robo advisors should
be subjected to the
same Regulations that
apply to any corporate
RIA.

Currently, there are entities that run robo-advisory platforms,
offering bath advisory and execution services online.

However, based on the current IA Regulations and the proposal,
it appears that the regulatory position of robo-advisors does not
come out clearly.

Therefore, it is our submission that all the regulatory
requirements that apply to any corporate RIA should apply to
robo-advisors also. We are of the view that there should be
consistency in the rules and regulations that apply to all
corporate  RIAs, including robo-advisors, and that any
amendment proposed to the IA Regulations or any other
Regulations should be technology neutral.

Inlight of the above, we submit that the same set of rules or the
|A Regulations, as modified from time to time, should apply to all
corparate RIAs, including robo-advisors.

Proposal
No. 2 {ii)

It would be advisable
to define the word,
“suitable”, so as to
clarify how an MFD
should arrive at a
“suitable scheme” for
an investor.

The proposal states that (i) MFDs cannot give investment advice
and that (i) they should not offer any financial planning services
to the investor which requires risk profiling, financial goal setting,
etc. On the other hand, the proposal also states that MFDs
should offer “suitable” schemes to the investor, considering all
the available schemes distributed by them. In our view, to arrive
at what schemes are suitable for which investors, it is important
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It should clearly come
out that MFDs, unless
they register with SEBI
as RIAs, cannot carry
out any activity other
than pure distribution

to carry out risk profiling, suitability assessment etc. Hence, the
intention of the proposal is not coming out clearly.

In view of the above, we believe that the meaning or definition
of “suitable” should be clearly spelt out, so that there is clarity
on all that is expected from an MFD, and all that is forbidden,
with regard to distribution of mutual fund schemes. We also
believe the assessment of suitability should be framed in the
context of the portfolio of funds recommended and not on a
standalone basis. For example, an equity sector fund may not be
suitable on a standalone basis, but could be suitable when
combined with ather mutual funds.

Also, we believe, it should clearly come out that MFDs cannot
carry out any activity other than pure distribution of mutual fund
schemes, unless they register with SEBI as RlAs. As submitted
in our point no. 1. above, an RIA should be permitted to offer
both investment advice and execution/distribution services, so
long as there are adequate safeguards, policies and procedures
within an RIA to secure the best interest of the clients.

Proposal
No. 3 (i)

of  mutual  fund
schemes.

Portfolio  managers
should be permitted to
continue offering
investment  advice,
without  having 1o

procure a licence under
the IA Regulations. It
may be provided that

such portfolio
managers need to
comply with Chapter lll
(General  Obligations

And Responsibilities)
of the IA Regulations.

They should also be
allowed to continue
offering execution
services.

Under the current IA Regulations, portfolic managers who give
investment advice to their clients, incidental to their primary
activity, are exempted from seeking registration as RIAs under
the |A Regulations. However, the proposal states that these
portfolio managers, if they receive a separately identifiable
consideration for their investment advisory services, will need to
register with SEBI as RIAs, and also that upon getting registered
as RIAs, they will not be allowed to provide any
distribution/execution service.

The rendering of investment advice by portfolio managers is
generally incidental to and a part and parcel of their portfalio
management activity. So, if a portfolio manager offers
investment advice along with portfolio management services
under the same licence, it is beneficial to the investor, because
(a) one single team within the portfolio manager entity will be
responsible for both the investment advice and the execution,
and hence will have a thorough and consistent oversight and
review of the investments, (b) the investor need not approach a
different set of people for the investment advice, and (c) the
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same team within the portfolio manager entity will be
accountable to the client for both the investment advice and the
actual investment.

Hence, it is our view that portfolio managers should be permitted
to continue offering investment advice, without having to
procure a separate licence under the IA Regulations. And to
ensure that appropriate investment advice is provided by
portfolio managers who also render investment advice, it may
be provided that they need to comply with Chapter Il {General
Obligations And Responsibilities) of the |A Regulations, in
respect of the investment advice.

We also recommend that portfolio managers should be allowed
to continue offering execution services.

Proposal
No. 4 (i)

While it may be
sufficient if only one
representative  of a
corporate  RIA fulfills
the  eligibility — and
certification

requirements

mandated by the IA
Regulations, for all
other representatives
of corporate RIAs, it
should continue being
mandatory to meet, at
a  minimum, the
certification

requirements, as laid
down by Regulation 7
(2)  of the A
Regulations.

It is proposed that educational qualification will be relaxed for
representatives of RIAs, with graduation in any discipline being
sufficient. It is also proposed that it shall suffice even if only one
of the representatives of a corporate RIA fulfills the eligibility and
certification requirements mandated by the IA Regulations. The
proposal also dilutes the experience requirements.

We believe that graduates in some disciplines such as science,
arts etc. may not be appropriately qualified to give investment
advice, unless they either have experience in the financial
services sector or have met the certification requirements
specified in the IA Regulations. There is also a risk that the
reputation of the investment advice industry could be weakened
if all three requirements — qualification, experience and
certification — are diluted.

At the same time, we understand the rationale behind SEBI's
proposal. Therefore, while we agree that itis sufficient if at least
one of the representatives of a corporate RIA fulfills the eligibility
and certification requirements mandated by the IA Regulations,
we submit that for the remaining representatives of the
corporate RIA, even if qualification and experience requirements
are diluted as per the proposal, the certification requirements
laid down by Regulation 7 (2) of the IA Regulations should
continue to be mandatory.
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Proposal
No. 4 (i)

The CFA Institute's
CFA charter program
should be considered
as professional
qualification under
Regulation 7(1) (a) of
the IA regulations.

Those who hold a CFA
charter from the CFA
Institute  need not
meet any of the
certification

requirements laid
down by Regulation
7{2) of the IA
regulations.

According to proposal 4.17.6 of the consultation paper released
by SEBI on October 07, 2016, (a) CFA Institute’s CFA charter
program was to be considered as a professional qualification
under Regulation 7(1) (a) of the A regulations, and (b) those
holding a CFA charter would not have to meet any further
certification requirement. There is, however, no mention of this
in the current consultation paper dated June 22, 2017.

As mentioned by SEBI in the earlier consultation paper, the CFA
program has global recognition, and has been recognized by
many securities markets regulators across the world.

In view of the above, it is our recommendation that the proposals
made by SEBI vide their consultation paper dated October 07,
2016, regarding the CFA charter program, be retained.
Accordingly, CFA should be considered as a professional
qualification under Regulation 7(1} (a) of the IA regulations, and
those who hold a CFA charter from the CFA Institute should not
be required to meet any of the certification requirements laid
down by Regulation 7(2) of the IA regulations.

Proposal
No. 5 {i)

[t needs to be clarified
that RIAs, who are
currently exempt from
seeking  registration
under the RA
Regulations, would not
need a separate
registration under the
RA  Regulations to
provide ranking/rating
of  mutual  fund
schemes.

Currently, the second Proviso to Regulation 3(1) of the RA
Regulations exempts SEBI registered investment advisers from
registering separately under the RA Regulations, provided that
they comply with Chapter IIf of these Regulations.

However, the proposal states that agencies/entities providing
ranking/rating of mutual fund schemes will have to register under
the RA Regulations.

In light of the above, it is our recommendation that RIAs, who
are currently exempted from seeking a separate registration
under the RA Regulations, should be allowed to provide
ranking/rating of mutual fund schemes without having to seek a
separate registration under the RA Regulations.

Proposal
No. 5 {ii)

Al entities that are
engaged in the activity
of ranking/rating
mutual fund schemes,
including those that
publish those

The proposal states that agencies/entities providing
ranking/rating of mutual fund schemes on public media such as
newspaper, website, etc., need not obtain registration from
SEBI, subject to compliance of requirements such as disclosure
of financial interest, holdings, methodology, etc.
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rankings/ratings only in
the public media such
as newspapers,
websites, etc., should
be registered with
SEBI.

However, an entity
that only publishes
rankings/ratings

generated by other
entities need not be
registered with SEBI.

In some markets such as USA, agencies/entities providing
ranking/rating of mutual fund schemes are uniformly not
regulated; unlike the proposal, this is not restricted to
agencies/entities providing ranking/rating of mutual fund
schemes only on public media such as newspaper, website, etc.
Morningstar operates in many such markets, which are free
markets, with a healthy competition, which helps improve
guality of rankings/ratings, and that ultimately benefits investors.

However, we understand the genesis behind SEBI's proposal.
Therefore, we agree that in the context of the Indian market,
agencies/entities providing ranking/rating of mutual fund
schemes should be SEBI registered entities, so that they are
subjected to regulatory oversight. In saying that, we would also
like to add that all entities that are engaged in ranking/rating
mutual fund schemes, including those that publish the
rankings/ratings generated by them only in the public media such
as newspapers, websites, etc., should be registered with SEBI.

We believe that it is only those entities, which merely publish
rankings/ratings generated by other entities, that need not be
registered with SEBI.

Our view regarding SEBI registration being mandatory for entities
that generate as well as publish rankings/ratings for mutual fund
schemes only in the public media such as newspapers,
websites, etc. stems from the following: (a) We believe that
rankings/ratings published in newspapers, on websites etc. are
also highly relied upon by investors when they make their
investment decision, and (b) without registration, there is a real
risk of proliferation of such entities, poor quality and increased
difficulty in regulation.

In light of the above, we submit that all entities, without any
distinction, which are engaged in the activity of ranking/rating
mutual fund schemes, including media houses that generate
ranks/ratings for mutual fund schemes, should be registered
with SEBI. This position also assumes that the act of registration
does not unnecessarily suppress competition within the market.
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flexibility of using their
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as the methodology is
disclosed and
transparent.
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We further submit that only those entities, which merely publish
rankings/ratings generated by other entities on public media,
need not be registered with SEBI.
9% Proposal | Mutual fund | The proposal states that a mutual fund ranking/rating entity shall
No. 5 (it} | ranking/rating entities | rank/rate the performance of mutual fund schemes through an

objective methodology that is based on quantitative
performance measurements and applied consistently to all
mutual funds.

We believe that ranking/rating entities should be allowed the
flexibility of using their own methodology, as long as the
methodology is disclosed and transparent. Were SEBI to
prescribe a common methodology for all mutual fund
ranking/rating entities, there would practically be no difference
in the rankings/ratings issued by multiple players, and there
would be no scope for innovation and bettering the process with
a view to improving the quality of rankings/ratings generated,
which in turn will be a move that is not in the interest of
investors. So, each mutual fund ranking/rating entity should be
allowed to have its own methodology, as long as the
methodology is disclosed and transparent.

In this context, we also recommend that as pre-conditions to
allowing mutual fund ranking/rating entities the flexibility of using
their own methodology, it should be mandated that:

{a) The entity issuing the rankings/ratings should be able to
demonstrate that it has staff with suitable experience
and education to generate this form of ranking/rating.

(b) The rankings/ratings should be unbiased;

(c) The ranking/rating assigned for a mutual fund should not
be based on the amount/extent or nature of
consideration received or to be received for this from
the asset management company concerned and/or its
affiliates; and

(d) Rankings/ratings should be arrived at after following
due processes, methodology and documentation, as
are necessary to establish absence of conflict and spell
out the rationale behind the rankings.
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We would also like to submit that since the extant Research
Regulations speak of research on “Securities” as defined in
clause (h) of section 2 of the Securities Contracts (Regulation)
Act, 1956, which definition includes mutual funds, we have been
of the view that qualitative ranking/rating of mutual funds is
already covered by the Research Regulations. Accordingly,
Morningstar Adviser, in preparing qualitative research reports on
mutual funds, has been doing so in compliance of the Research
Regulations. However, the consultation paper appears to
contradict this view. Hence, we recommend that this confusion
be cleared, and ranking/rating entities be allowed to continue
using qualitative parameters to arrive at rankings/ratings for
mutual funds.

To further emphasize this recommendation, we would like to
give a [ittle insight into the qualitative ratings issued by
Morningstar. Morningstar follows an unbiased approach globally
for assessing managers and their strategies, while issuing
qualitative ratings on funds, known as the Morningstar Analyst
Ratings. These ratings are a summary expression of our forward-
looking analysis of a fund. Morningstar Analyst Ratings are
assigned globally on a five-tier scale running from Gold to
Negative. The top three ratings, Gold, Silver, and Bronze, all
indicate that our analysts think highly of a fund; the difference
between them carresponds to differences in the level of analyst
conviction in a fund’s ability to outperform its benchmark and
peers through time, within the context of the level of risk taken.

In view of the above, we recommend that mutual fund
ranking/rating entities should be allowed the flexibility of using
their own methodology for ranking/rating, as long as the
methodology is disclosed and transparent.

Proposal
No. 5 (i)
(g)

There should be no
embargo on mutual
fund ranking/rating
entities providing
rankings/ratings to
asset  management
companies and/or their
affiliates for

The proposal states that a ranking/rating entity should act
independently of the asset management company and its
affiliates in assessing the schemes’ performance and should not
accept any consideration, monetary or otherwise from the asset
management company or its affiliates.

We agree that a mutual fund ranking/rating entity should not be
permitted to accept any consideration in any form from the asset
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consideration, so long
as the ranking/rating
entities have in place
adequate policies and
safeguards, and follow
due practices and
procedures to ensure
that there is no conflict
of interest or scope for
nexus with the asset
management
companies.

management company and/or its affiliates for assigning
rankings/ratings to mutual fund schemes, but only if the
consideration is offered or is meant to result in a conflict in
arriving at the ranking/rating by the ranking/rating entity.

We believe that there should be no embargo on a mutual fund
ranking/rating entity providing rankings/ratings 1o asset
management companies and/or their affiliates, for consideration,
so long as the ranking/rating entities have in place adequate
policies and safeguards, and follow due practices and
procedures, to ensure that there is no conflict of interest or
scope for nexus with the asset management companies. For
example, sales personnel should be segregated from the
personnel engaged in ranking/rating mutual fund schemes; and
there should be necessary Chinese walls, a code of conduct that
governs the conduct of research and sales personnel among
others, and a transparent and comprehensive policy to manage
conflicts of interest. A copy of the Moarningstar, Inc. Code of
Ethics is attached as an example of the provisions referenced.

Should you need any additional information on the above, please do not hesitate to contact the undersigned or
Rashmi Pandit at rashmi.pandit@morningstar.com or +9122 61217518.

Yours Sincerely,

Director
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Morningstar, Inc. Code of Ethics
As amended and in effect on February 17, 2012

Morningstar has created an open environment for our employees, and we value trust and honest communica-
tion. Our high standard of ethical behavior serves as a foundation for our work and helps to create a positive work envi-
ronment for all employees. Acting ethically helps ensure that people outside of Morningstar will continue to hold us in
high esteem and that customers will have a consistently positive experience with us. We owe much of the goodwill we
enjoy from customers to our reputation for high ethical standards. Qur customers rely on us to be an objective, honest,
and credible source for investment research and information.

Our philosophy is that by giving employees the freedom and tools to make their own decisions, people can and wili do
their best work. With this freedom comes the responsibility to always act with the utmost integrity. Situations will arise
where you will be faced with ethical decisions, and this Code of Ethics is meant to help make those decisions as easy
as possible. By clearly spelling out where Marningstar stands on bigger issues, we hope to provide you with a frame-
work for making good choices on a daily basis. In serving this purpose, these guidelines will help ensure that Morn-
ingstar will continue to be seen for what we are — the best and brightest minds coming together to provide honest,
objective, reliable, and revolutionary products and services.

We expect all Morningstar employees to incorporate these ethics into their daily work. You must read through the
guidelines carefully and apply them to all aspects of your work. If you are unsure about how to handle a situation, ask
your manager for guidance; he or she will be expected to suggest an appropriate course of action.

This Code of Ethics applies to all Momingstar employees {including employees of Morningstar subsidiaries); however,
any specific provisions that are inconsistent with your local laws will not apply to you. In addition, your business unit or
country manager may impose stricter guidelines depending on business needs.

The pertinent provisions of this Code of Ethics also apply to members of Morningstar's board of directors and to Morn-
ingstar's temporary workers, interns, independent contractors, and consultants in connection with their work for Morn-
ingstar. For this reason, except where the context requires otherwise, references to employment will be deemed to
include their Morningstar activity.

Personal Responsibility

Accountability: Morningstar holds all employees responsible for the quality of their work. Employees are ex-
pected to honor promises and commitments made to coworkers and contacts outside Morningstar. Missed deadlines
create backlogs in any process, so it's imperative to handle any possible delays properly.

FProfessionalism: Momingstar has a business casual environment, but that does not mean that employees
should be any less professional. The work we do is important. The need for professionalism extends beyond the con-
fines of our office space. Each and every one of us is a spokesperson for Morningstar, and that role must be handled
with the utmost care. Whether you're on the phone, at a conference, in a business meeting, or conducting an inter-
view, you are Morningstar to the person or people with whom you are speaking. Therefore, we all must be mindful of
the responsibility that goes along with representing Morningstar.
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Honesty: All employees are expected to be truthful in their dealings with others. Honest communication
breeds openness and trust. It enhances your own credibility as well as that of Marningstar. We will not tolerate dis-
honesty.

Compfliance with Laws: All employees and board members are expected to obey the laws, rules, and regula-
tions of the cities, states, and countries in which Morningstar does business. Obeying the law, both in letter and in
spirit, is the foundation on which Morningstar’s ethical standards are built.

Integrity and Accuracy of Research and Editorial Content

At the core of all Morningstar products and services is our data and investment research {including our edito-
rial content}. That's why it is vital that we in no way compromise the accuracy or the integrity of either. Morningstar
has procedures in place for collecting, entering, and presenting data. These procedures, which are being strengthened
continually, are designed to protect the integrity of our work, so they should be followed at alt times.

We have an obligation to our customers to provide them with data and analyses (including editorial content) that we
believe to be accurate and abjective.

To help maintain the integrity of Morningstar’s investment research, there is a strict functional separation between the
fund and stock analyst groups {including for this purpose any employee who produces editorial content), on the one
hand, and the company’s sales teams, on the other. Except as described below in this paragraph, sales personnel may
not contact individual analysts directly. Instead, in the United States, all requests must be funneled through the head of
securities analysis, the director of fund analysis, or the director of stock analysis. Outside of the United States, all re-
quests must be funneled through the local head of research, editorial director for the relevant publication, or the local
country manager. Sales personnel hired specifically to promote access to the stock analyst group may contact individu-
al stock analysts solely in connection with those sales efforts. Most importantly, there must never be any explicit or
implied pressure applied by anyone outside the relevant analyst group to influence or change the opinions or conclu-
sions reached in analyses (including editorial content) or research projects. Morningstar's institutional clients are not
given preferential access to fund analysts, and sales personnel are prohibited from setting up meetings between fund
analysts and institutional clients or potential institutional clients. Again, maintaining objectivity and editorial freedom is
essential for Morningstar to keep its position of respect in the investment community.

In general, each employee is responsible for identifying and properly handling situations in which the integrity of our
work could be compromised. If you are unsure about something, ask your manager. We simply cannot be too carefut
about safeguarding our data and research, which are the core of our business.

Conflicts of Interest

This Code of Ethics is also designed to help you address situations that may involve a conflict of interest, in-
cluding situations in which your personal interests are in conflict with the interests of Morningstar, situations in which
you, or a member of your family receive personal benefits as a result of your position with Morningstar, and situations
that otherwise may cast doubt on your ability to act with objectivity in your dealings with or on behalf of Morningstar. If
you become involved in or are otherwise made aware of a conflict of interest, please consult your manager, your hu-
man resources representative, your country manager, or the president of your business unit or another officer of Morn-
ingstar. Board members are expected to comply with their obligations described in the Conflicts of Interest section of
Morningstar’s Corporate Governance Guidelines.

Morningstar, Inc. Code of Ethics 2



Gifts

You should not accept any gifts, entertainment, meal, or favor from any client, potential client, candidate for
employment, supplier, or vendor worth more than U.S. $100 without first consulting your manager, your human re-
sources representative, or your country manager. Furthermore, you should not under any circumstance accept a gift,
entertainment, meal, or favor (of any size) if it is offered in exchange for company information, data, services, or prefer-
ential treatment.

Non-Morningstar Business Activities

Employees may pursue business and employment opportunities outside Morningstar as long as these oppor-
tunities are outside of the investment industry and won't conflict with any contract you have with Morningstar or appli-
cable local law. The investment industry includes, but is not limited to, working as a financial planner, an investment
adviser or investment adviser representative, a broker-dealer or broker-dealer agent, a financial writer, reporter, or ana-
lyst, or working for competitors of Morningstar. As described in the next paragraph, there is one very limited exception
to the prohibition on non-Morningstar investment industry work. Also, if you do work outside Morningstar you may not
claim to represent Morningstar when you are working in a different capacity. As noted earlier in this Code of Ethics,
your business unit or country manager may impose mare restrictive guidelines depending on business need.

A Morningstar employee wha is not an executive officer may engage in non-Morningstar investment industry work that
does not compete with Marningstar only if his or her business unit president and Morningstar's chief executive officer
approve of the work arrangement, with notice of that approval to Morningstar's general counsel. The decision to ap-
prove non-Morningstar investment industry work must be based, in part, on a determination that allowing that activity
is consistent with Morningstar's business needs.

Employees must obtain prior written approval from Marningstar's general counsel before accepting an invitation to
serve as a director or trustee of another for profit business.

Employees must obtain prior written approval from Morningstar's general counse! before making any investment in a
client, potential client, or other business entity with which Morningstar has or may have dealings, if the employee is in
a position to influence Momingstar's decision to do business with the client, potential client, or business entity. This
restriction does not apply to an investment in a publicly held company if the investment constitutes less than 5 percent
of the ownership of that company and is otherwise permitted under Morningstar's Securities Trading and Disclosure
Policy.

Employees may not have any direct or indirect ownership interest of, or management or operational involvement in, any
business that competes with Morningstar for clients, suppliers, employees, or alliances. This restriction does not apply
to an investment in a publicly held company if the investment constitutes less than 5 percent of the ownership of that
company and is otherwise permitted under Morningstar's Securities Trading and Disclosure Policy.

Employees owe a duty to Morningstar to advance Morningstar's legitimate interests when the opportunity to do so
arises, and are prohibited from taking for themselves personally, or for the benefit of family members or friends, oppor-
tunities that are discovered through the use of Morningstar's assets, property, information, or pasition without prior
written approval from its board of directors. Employees may not use Marningstar's assets, property, information, or
position for improper personal gain, incluging for the gain of family members or friends, and no employee or officer may
compete with Morningstar directly or indirectly. Board members should exercise their business judgment to act in
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what they reasonably believe to be in the best interests of Morningstar and its shareholders, and to conduct them-
selves in accordance with their duties of care and loyalty.

Purchasing

Employees who purchase equipment, supplies, and services for Morningstar may not do so for any personal
benefit or for the financial benefit of family or friends. This means that employees should always seek out reputable
vendors with the most suitable products. While this may be a family member or a friend, one must be able to demon-
strate that the choice made is the best available option. Employees must justify any deviation from this standard.

Hiring Practice

Morningstar will not give any person any preferred conditions of employment because of familial or personal
relationships. All personnel decisions are, and will be, based on sound management practices and the individual merits
of each applicant.

Discrimination and Harassment

We consider the diversity of Morningstar's employees a tremendous asset. Morningstar is firmly committed
to providing equal opportunity in all aspects of employment and will not tolerate any illegal discrimination or harass-
ment of any kind. Examples include derogatory comments based on race, gender, sexual orientation, marital status,
age, physical or mental disability, religion or ethnicity, veteran status, and unwelcome sexual advances.

Antitrust Laws

Our palicy is to comply with all U.S. federal, state and local antitrust laws, as well as all applicable nan-U.S.
antitrust laws. Antitrust laws, also known as ‘anti-monopoly’, ‘competition’ or ‘consumer protection’ laws, are intended
to preserve competition by prohibiting actions that could unreasanably restrain the functioning of a free marketplace.

These laws govem relationships between Morningstar and its competitors. As a general rule, contacts with competi-
tors should be limited and should always avoid subjects such as prices or other terms and conditions of sale and cus-
tomers.

Participating with competitors in an industry association is generally acceptable when the association has been proper-
ly established, has a legitimate purpose, and has limited its activities to that purpose.

Health and Safety

Morningstar strives to provide each employee with a safe and healthy work environment that complies with
applicable laws and regulations. Each employee has a responsibility to maintain a safe and healthy workplace for all
other employees by following safety and health rules and reporting accidents, injuries, and unsafe practices or condi-
tions. In addition, each employee must adhere to all ather health and safety policies, including the prohibition of weap-
ons on any of Morningstar's premises.

Morningstar does not permit violence or threatening behavior under any circumstances in the workplace. As an em-
ployee of Morningstar, you are expected to report to work in condition to perform your duties, and you must be free
from the influence of illegal drugs and alcohol. We will not tolerate the use of illegal drugs or the misuse of alcahol or
legally prescribed drugs in the workplace.
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Confidential Information

As an employee or board member, you will become aware of certain information of a confidential or proprie-
tary nature. Much of this information, such as subscriber, client, or customer lists, is nat readily available to the public
and took Morningstar years to develop. Some of the information may still be in the development stages and includes
plans for new and innovative products or plans to improve some of the existing ways in which Morningstar conveys
financial information. Confidential and proprietary information may also include ideas or information developed by you
during your employment with Morningstar. Morningstar expects employees and board members to act with discretion
when discussing Marningstar information with non-employees.

In addition, during the course of your job you may be informed about various company developments. Keeping employ-
ees apprised of Morningstar's financial standing, plans, clients, and product development, for example, may be neces-
sary for you to do your job. This information is intended for internal use only, however, and should never be shared with
those outside of Morningstar. Morningstar tries to be open with this kind of information, and we trust employees and
board members to handle this confidence responsibly.

Because confidentiality is very important to us, particularly as a public company, we have a specific set of guidelines on
this topic. You should review and must comply with the Guidelines for Disclosing Information about Morningstar, a copy
of which can be found on The Pond.

This confidentiality requirement continues after the termination of your employment with Morningstar. In the event that
you violate these confidentiality requirements after termination of your employment, Morningstar may take legal action
to enforce this policy. Morningstar may seek both injunctive and monetary relief.

Employee Work Product

Employees should recognize that the work they do for Morningstar belongs to Morningstar. Morningstar re-
tains sole and complete ownership of all concepts, ideas, methodologies, writings, software, illustrations, materials, or
other information ("Work Product”) conceived or produced at Morningstar. This claim of ownership does not apply to
work: (1) for which no Morningstar facilities, supplies, or information were used; and (2) that was created or produced
on an employee’s own time; and (3) that does not relate directly to Morningstar's business or to any Morningstar work.
To protect Morningstar's interests, employees should be prepared to provide or sign any documentation reasonably
requested by Morningstar.

Third Party Proprietary Information and Intellectual Property

Marningstar respects the intellectual property of third parties. Employees should not copy or use content be-
longing to or sourced from a third party unless Morningstar has the right to copy or use the relevant content. If you
have any doubt as to whether you can use third party content you should ask your manager for guidance. Please note
that the unauthorized use of third party content may expose Morningstar to legal liability and Morningstar may take
disciplinary action against any employee involved in such activity.

You may be a former employee of another company and possess trade secrets of that company. You must not reveal
any information to Morningstar that might reasonably be considered a trade secret of a former employer or, in the case
of a board member, of other entities to which you owe a duty of confidentiality,
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Some of the software used at Momingstar was created and copyrighted by other companies and may be subject to
nondisclosure restrictions. Such software is usually governed by a license agreement. It is Morningstar’s policy to com-
ply with license agreements that govern the use of software. Reproducing software without authorization may violate
these agreements, and is likely to violate the U.S. Copyright Act, and the copyright laws of other countries. You
shouldn't make copies, resell, or transfer software created by another company unless it is authorized under the appli-
cable software license agreement.

You may, under a written agreement {typically a Nondisclosure Agreement completed in accordance with Morn-
ingstar's procedures) become familiar with anather company's proprietary designs, processes, or techniques, or gain
other information that the other company has designated as proprietary or as trade secrets under the agreement. You
must take care to respect the proprietary nature of this information and not use it without authorization.

Investigations

From time to time, Morningstar or third parties designated by Morningstar may conduct investigations of vari-
ous matters that arise during the course of our operations and your employment. These investigations are critical to
Morningstar's efforts to comply with the law and our policies and procedures, including this Code of Ethics. Thus, your
full cooperation is required in any such investigation. Full cooperation means that you will make yourself available as
requested to be interviewed, will answer all questions posed truthfully and completely, will supply any documentary
evidence requested, and more generally, will conduct yourself in a manner designed to assist Morningstar with the
investigation.

Political Contributions

Morningstar supparts active participation in the political process and urges you to support the candidates and
issues of your choice. However, political and charitable contributions by Morningstar must be made in compliance with
all applicable legal requirements and, to the extent legal, in accordance with local custom. All contributions must be
restricted to amounts in size sufficient to negate any impression that the contribution was made to gain special consid-
eration for Morningstar. Any payment, gift, entertainment, or use of Morningstar's facilities for the private benefit of
any government official or employee is prohibited, unless you receive prior written approval from Momingstar's general
counsel. We will not reimburse employees for fund-raising events for candidates or political organizations. Personal
service on behalf of a candidate, political organization, or campaign on company time may be deemed a contribution
and is prohibited.

Accounting Standards and Record-Keeping

Morningstar's books and recards must accurately, completely, and properly reflect all assets, liabilities, reve-
nues, and expenses. You should not establish undisclosed or unrecarded funds on behalf of Morningstar for any pur-
pose. We forbid any attempts to create false or misleading records, and you may not record or establish any false or
misleading entries in Morningstar's books and records for any reason.

Morningstar's business transactions worldwide must be properly authorized and completely and accurately recorded on
Morningstar’s books in accordance with Morningstar's established financial, accounting, and management policies. No
payment or transfer of Morningstar's funds or assets may be made or approved with the intention or understanding
that any part of such payment ar transfer is to be used other than as specified in the supporting documents.
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We encourage employees to handle all communications with discretion. Business records and communications often
become public, and employees should take care to avoid exaggeration, derogatory remarks, guesswork, or improper
characterizations of people, events, and companies. This guideline applies to e-mail, internal memos, formal reports,
and business letters. E-mail systems and information technology systems provided by Morningstar should be used only
to advance the legitimate business purpases of Morningstar, although we do permit incidental personal use. Employees
should always retain or destroy records according to Marningstar's record retention guidelines. In no event should rec-
ords be destroyed that relate to an existing dispute or investigation, unless directed by Momingstar's legal department.
You should consult Morningstar's legal department with any questions concerning record retention.

Public Company Disclosure

Filings submitted to the U.S. Securities and Exchange Commission by public companies must be accurate and
timely. At times, you may be called upon to provide necessary information to assure that Morningstar’s reports and its
other public communications are complete, fair, accurate, and understandable. Morningstar expects you to take this
responsibility seriously and to praovide prompt and accurate answers to inquiries related to Morningstar’s public disclo-
sure requirements.

Anti-Bribery

No employee or board member acting on behalf of Morningstar may pay or accept bribes of any type. A bribe
is defined as a payment made to influence an act or someone’s decision, or inducing someone to use his influence. The
U.S. Foreign Corrupt Practices Act places restrictions on bribes, which carry civil and criminal liabifity for both Morn-
ingstar and the person acting on Morningstar's behalf. Similar laws, such as the UK Bribery Act, apply in other coun-
tries.

With the exception of certain regulatary fees set by the government, all offers, payments, promises to pay, authoriza-
tion to pay any money, or offer, gift, promise to give, or authorization to give anything of value to any government offi-
cial, political party or party official from either Morningstar's or private funds in furtherance of Moringstar business are
strictly prohibited.

You may not make payments to any government officials or employees without obtaining guidance from Morningstar's
general counsel.

Entertaining or Doing Business with the U.S. and Non-U.S. Governments

Giving anything of value to a government employee is strictly regulated and in many cases prohibited by law.
You should consult with Morningstar's legal department before providing or paying for any meals, refreshments, travel
or lodging expenses, or giving anything of value to any U.S. federal, state or focal government emplayees, or to gov-
ernment employees of other countries.

Your Responsibility

Please keep in mind that this is not a comprehensive list, and we expect you to use your best judgment and
be guided by common sense. It is everyone’s responsibility to assure that we are all operating within the highest ethical
standards.

If you abserve unethical behavior, try to gather relevant details, as this will help Momingstar address the problem. If
you are comfortable that you have accurate information, you may decide to approach the person to inform him/her that
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you have noticed the behavior. If the behavior continues, or you are unsure of how to handle the situation, talk to your
manager.

If you find yourself questioning your own actions, err on the side of caution and disclose potential or real conflicts as
they occur to your manager. We all know mistakes can happen, but to protect yourself, you should disclose any mis-
takes in judgment so they can be rectified. By not disclosing mistakes, you leave your intentions open to question. Ask
yourself if there is shared responsibility in a given situation and discuss with your colleagues if applicable.

If you find yourself being asked to do something you are uncomfortable with or you believe to be unethical, use your
best judgment and share your concerns with your manager or someone you trust.

You are encouraged to discuss any concerns with your manager, your human resources representative, or an officer of
Morningstar. If you are not comfortable speaking to someone directly, Morningstar has established a confidential hot-
line called the Moringstar Ethics Hatline which you can use to express your concerns. The Morningstar Ethics Hotline
is available 24 hours a day, seven days a week at https://www.integrity-helpline.com/marn.sp (or at
https:/Awww.financial-integrity.com/mornew.jsp in Germany and France) and the following telephone numbers:

US & Canada 800 555 8316

Australia 800 141924

China 10800 110 0577

France 080090 1703

Germany 0800 187 3586

Hong Kong 800 962 881

India 000 800 100 1075

[taly 800 788340

Korea 00 729 11 — then enter: 800 555 8316
Netherlands 0800 022 9111 —then enter: 800 555 8316
New Zealand 0800 450464

Norway 800 190 11 —then enter: 800 555 8316
Singapore 800 011 1111 —then enter: 800 555 8316
South Africa 0 80099 0123 — then enter: 800 555 8316
Spain 900 97 1031

Switzerland (080083 0011 — then enter; 800 555 8316
Taiwan 00 801 102 880 — then enter: 800 555 8316
Thaifand 001 800 11 008 3246

UK 0808 234 7051

Subject to compliance with applicable law or regulation, Morningstar reserves the right to handle situations that violate
this Code of Ethics in accordance with local disciplinary procedures. Potential penalties include terminating the em-
ployment of the person who commits the violation, Because each situation is unique, disciplinary decisions will be
made on a case-by-case basis.
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Amendment and Waiver

This Code of Ethics may be amended or madified only by the board of directors of Morningstar. A waiver of
this code for executive officers or directors may be made only by the board of directors of Marningstar or a board
committee acting on behalf of the board of directors, and will be promptly disclosed to the extent required by law. A
waiver of this code for all other employees may be made only by Morningstar's lega! department.

This Code of Fthics is not a contract and should not be viewed as such. This code does not supercede or replace the
terms and conditions of any agreement signed by you and Momingstar. If you believe the terms of this policy conflict
with any such agreement. you should contact Morningstar's general counse! for clarification. Morningstar reserves the
right to modify, change, delete, suspend, or discontinue any part or parts of this Code of Ethics at any time without
prior  notice as  business,  employment  legislation,  economic  conditions, —or  other  considerations
dictate.

Acknowledgement of Receipt and Review of Morningstar, Inc.’s Code of Ethics as amended and

in effect on February 17, 2012

 have received a copy of Morningstar's Code of Fthics as amended and in effect on February 17, 2012, which
[ have read in its entirety, and understand its contents. | will direct any questions that | have concerning the Code of
Ethics to my human resources representative, my manager, or a Morningstar officer.

Signature

Print Name

Date
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