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Statement on INDIVIDUALS ACTING IN A BUSINESS
CAPACITY

Differences in the interpretation of the standards governing the Global LEI System (GLEIS)
have been brought to the attention of the Regulatory Oversight Committee (ROC) concerning
the eligibility to obtain an LEI by individuals acting in a business capacity. This statement is
intended to provide clarity to the GLEIF, (pre-)LOUs' and LEI registrants in order to improve
consistent application among LOUs regarding registrant eligibility for LEIs. This statement
clarifies that:

- individuals acting in a business capacity are eligible to obtain LEIs, provided they
conduct an independent business activity as evidenced by registration in a business
registry, with only one LEI issued for the same individual and adequate verifications
that data protection, privacy or other obstacles do not prevent the publication of the
current LEI data file;

- other individuals are not eligible to obtain LEIs including, but not limited to: natural
persons acting in a private or non-professional capacity; and professionals acting as
employees (as opposed to trading in their own names), even if they are subject to some
form of licensing or authorisation by a financial regulator. Any specific identification
needs concerning professionals acting as employees’ will be considered separately in the
future by the ROC.

This statement does not require issuance of an LEI to an individual acting in a business capacity,
but rather is intended to prevent issuance when the conditions described in this statement are
not met.

The FSB report, A Global Legal Entity Identifier for Financial Markets (“FSB Report™), specifies
under recommendation 8 a definition for legal entities that corresponds to the ISO 17442:2012
standard (“ISO Standard”). * The report’s definition excludes natural persons. The report does not

Local Operating Units (LOUs) of the Global LEI System are the utilities providing LEI registration and other services.
The expression “pre-LOUs” is used to specifically refer to the LOUs endorsed by the ROC before the Global LEI
Foundation is able to assume the function of accrediting LOUs. This statement applies to both pre-LOUs and future
LOUs.

For example, employees licensed or authorised by a financial regulator.

FSB recommendation 8: “Eligibility of ‘legal entities’ to apply for an LEI should be broadly defined, in order to identify
the legal entities relevant to any financial transaction. No more than one LEI shall be assigned to any legal entity.”
Further details, including the definition of legal entities, are provided page 35 of the report. Under ISO 17442:2012: “The
term ‘legal entities’ includes, but is not limited to, unique parties that are legally or financially responsible for the
performance of financial transactions or have the legal right in their jurisdiction to enter independently into legal
contracts, regardless of whether they are incorporated or constituted in some other way (e.g. trust, partnership,
contractual). It excludes natural persons, but includes governmental organizations and supranationals.”




discuss that for a variety of reasons, including privacy concerns, the GLEIS should not cover natural
persons when they are acting in a private capacity.

However, the definition of legal entities in the FSB Report and ISO Standard includes entities that are
not incorporated, and refers first and foremost to abilities (e.g. being “legally or financially responsible
for the performance of financial transactions” and “to have the legal right in their jurisdiction to enter
independently into legal contracts™).

In addition, both the FSB Report and the ISO Standard specify that examples of eligible legal entities
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include, without limitations, “all financial intermediaries”; “all entities that issue equity, debt or other
securities for other capital structures”; “all entities under the purview of a financial regulator”; and
“counterparties to financial transactions”. The ROC has surveyed its membership and has found
instances in which ROC member jurisdictions included individuals acting in a business capacity in

each of these four categories.

In order to identify the extent and the exact nature of the issue, the ROC has conducted a survey of
endorsed and operational pre-LOUs. Based on the responses received from 20 pre-LOUs, 3905 LEIs
were reported to have been issued to individuals as of March 2015. It is not clear whether each of
these individuals sought and received an LEI to identify themselves when acting in a business
capacity. A majority of LOUs reported interest by individuals in obtaining an LEI. Nine pre-LOUs
reported that they currently provide LEIs to individuals while the remaining (pre-)LOUs stated they
refrained from issuing LEIs to any natural person, even if acting in a business capacity.

In providing this statement, the ROC is guided by the relevant principles governing the GLEIS, in
particular the GLEIS High Level Principle 2 that “the LEI system should meet the requirements of the
global regulatory community for accurate, consistent and unique entity identification” and FSB
recommendations 2 and 10.*

We note, however, that any clarification of the extent to which individuals acting in a business
capacity are eligible to obtain an LEI must be compatible with ISO Standard 17442:2012 and
conducted within the limits of the current framework.

It follows that LEI eligibility shall not be granted to individuals in their capacity as natural persons but
only to individuals in their capacity as business entities due to their special status granted within
jurisdictions. Therefore, this document clarifies under which conditions an LEI may — though not
necessarily must — be issued and maintained for an individual acting in a business capacity, to ensure
consistency among (pre-)LOUs. These conditions correspond to additional precautions that are
necessary to maintain consistency of LEIs issued to individuals acting in a business capacity with the
following principles:

- Compliance with the definition of legal entities (FSB recommendation 8);
- Uniqueness and exclusivity (FSB recommendations 1 and 8);

*  Recommendation 2: GLOBAL REGULATORY COMMUNITY REQUIREMENTS The LEI system should meet the
requirements of the global regulatory community (including supranational organisations). The potential benefits of the
LEI include: to support authorities in fulfilling their mandates to assess systemic risk and maintain financial stability;
conduct market surveillance and enforcement; supervise market participants; conduct resolution activities; prepare high
quality financial data and undertake other regulatory functions. Recommendation 10: REVIEW OF SCOPE OF
COVERAGE The ROC should undertake regular reviews of the scope and extent of coverage of the LEI to reflect
emerging regulatory and market requirements for the LEI use according to an agreed schedule [...] Eligibility of ‘legal
entities’ to apply for an LEI should be broadly defined, in order to identify the legal entities relevant to any financial
transaction. No more than one LEI shall be assigned to any legal entity.



- Accuracy of LEI reference data as described in FSB recommendation 18;
- Availability in the public domain, without limit on use or redistribution, of LEI data and
reference data (FSB recommendation 31).

These additional precautions build on, and do not replace, the due diligence that pre-LOUs must apply
to the issuance of any LEIL. The ROC is aware that the present additions to the Interim Principles to be
observed by pre-LOUs may need to evolve in the future, but believes that current differences in
practice require immediate clarifications.

Finally, to maintain consistency with existing recommendations, this document does not seek to
address situations where several individuals have formed an unincorporated entity based on a
contractual arrangement (e.g. partnership), or the case of other arrangements without legal personality,
such as trusts or other fiduciary arrangements, even where the trustee (or equivalent) is a natural
person. Partnerships and trusts are already mentioned in the FSB Report and ISO Standard among the
examples of eligible entities.

1. Eligibility: The GLEIS should establish processes that verify that the individual
1s conducting an independent business activity as evidenced by registration in a
business registry

Clear processes have to be in place within the GLEIS to avoid the issuance of an LEI to natural
persons that are not covered by the ISO Standard 17442:2012. The LOU must verify that the
individual is conducting an independent economic activity and should do so by ensuring that the
individual is registered in a business registry.

The ISO Standards Advisory Group (SAG) for ISO 17442 noted that a strict definition of business
registry was not intended in the ISO 17442 standard. In some instances, tax registries or registries of
regulated entities held by a financial regulator are the only registries recording the existence of a legal
entity. At the same time these registries may have a variety of purposes and LOUs should, for the
purpose of determining whether an individual is acting in a business capacity to verify LEI eligibility,
only take into account records that evidence an independent business activity.” In order to carefully
limit the scope of eligible individuals acting in a business capacity, the reference to an “independent”
business activity excludes:

- the private or non-professional activity of a natural person;

- professionals acting as employees (as opposed to trading in their own names), even if they are
subject to some form of licensing or authorisation by a financial regulator. Any specific
identification needs concerning this population will be considered separately.

The ROC and GLEIF are working on developing more specific guidance on the use of business
registries in the GLEIS.

Reliance on registration in business registries was chosen as the most cost-effective and reliable way
to verify eligibility, given that (pre-)LOUs are already required to specify the business registry or other

> As opposed, for instance, to records in a tax registry that would merely capture natural persons as taxpayers, or records in

a registry of regulated entities held by a financial regulator, which would capture authorised employees.



registration authority (see Common Data Format, p. 16). Almost all pre-LOUs surveyed appeared to
rely first and foremost on business registries records.

The ROC also clarifies that:

— the fact that the individual is subject to reporting regulations requiring identification using an
LEI is not a proof of LEI eligibility.

— LEI eligibility does not require that the individual is licensed as a professional of the financial
sector.

2. Accuracy: essential information should be corroborated by business registry records

LOUs should corroborate essential information, including the name of the legal entity and whether the
entity is active as a business entity, with the records from a business registry. Consequently, where
there is no information available in a business registry for individuals acting in a business capacity, no
LEI should be issued. LOUs are invited to report to the GLEIF any case where they would consider
that an individual is acting in a business capacity and yet is not registered in any business registry, so
that further guidance may be provided in the future, if necessary.

As a result of the need to corroborate information with records from a business registry, the validation
source for an LEI record for individuals acting in a business capacity should not be
“ENTITY_SUPPLIED ONLY”. As we are envisaging here the situation where there is no contractual
arrangement, and no legal person, additional precautions appear necessary at this stage to avoid
situations where, for instance, the LEI record would be based on a mere unilateral statement of a
single individual. Because other sources can or may have to be consulted for other information, or for
validation and duplication checks, the validation source associated with records for individuals acting
in a business capacity should be at least “PARTIALLY CORROBORATED”.

3. Uniqueness and exclusivity: only one LEI should be issued for the same individual

Due to regional coverage and differences in scope of business registries, there may be situations where
the same individual is registered in several registries in the same or in different jurisdictions, possibly
under different trade names. Such situations can affect the exclusivity of the LEI and the credibility of
the system, especially for objectives such as market surveillance and enforcement.

Therefore, even if an individual is registered in several business registries, only one LEI should be
issued, with verifications based primarily on the business registry of the main place of business. In
particular, if an individual is registered in a business registry as a non-resident business entity or
similar status, the (pre-)LOU must verify whether there is a business registration in the main place of
business.

In jurisdictions where it would be admitted that the same individual can have several registrations,
corresponding for instance to different business names, or where different business registries coexist
for the same individuals and are admitted in the GLEIS for verification purposes, the GLEIF, working
with the LOUs and the ROC, should establish validation criteria and processes that balance legitimate
privacy interests with the need to avoid duplicate LEIs.

4. Availability in the public domain of LEI-reference data; protection and use of other
LEI records and other confidentiality issues

Two aspects have to be distinguished:



a) The LEI-Reference data (LEI-RD)

The LEI-RD currently corresponds to the information published in the LEI file as prescribed in the
Common Data Format. To ensure the availability in the public domain, without limit on use or
redistribution, of LEI-RD, LOUs should verify and warrant to the GLEIF that there are no privacy
rights, data protection, or other obstacles preventing the free publication and use of the LEI and LEI
RD by GLEIF or its successor, and free use by third parties. While such requirements apply for any
legal entity, (pre-)LOUs should exercise particular care in the case of individuals acting in a business
capacity, especially when LEI-RD includes information on the entity that is not already published in
the relevant business registry, where allowed by section 2 above. The survey of LOUs has shown that
this could be the case for the address of individuals acting in a business capacity.

b) Other records

(Pre-)LOUs already collect information which supports the issuance of the LEI but is not included in
the LEI-RD as described above, such as the details of a contact person within the legal entity or
private legal documents supporting the verification of LE-RD. Some (pre-)LOUs, because of local
legislations or based on their own procedures, require various documents to establish the identity of
the contact person. Any non-public information that would need to be collected under Section 3 would
generally follow the same rules and, in particular, would not be published as part of LEI-RD but kept
confidential and transmitted only to another LOU (in case of porting, with the authorisation of the
entity; alternatively, the information could be provided again by the individual to the receiving (pre-
)LOU) and to the GLEIF. It would be covered by the Non-disclosure Agreement between the GLEIF
and LOUs.

Due to the particularly sensitive nature of the information that may need to be collected under Section
3, (pre-)LOU should verify the absence of legal obstacles:

- to securely storing this data,

- to sharing it with other (pre-)LOUs or the GLEIF,

- to the (pre-)LOU and GLEIF using automated treatments of this information with the sole
objective of avoiding duplicates and identifying associated entities.

Releases and disclaimers from the individual and, if necessary, approvals by the relevant data
protection authority should be obtained by the LOU. If these conditions are not met, no LEI should be
issued. The ROC will work closely with the GLEIF and the LOUs to identify further legal obstacles to
implementing this guidance and develop procedures that balance privacy with the policy objectives of
assignment of LEIs to individuals acting in a business capacity.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage false
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /SymbolMT
    /Wingdings-Regular
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<


    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>



    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>


    /SKY <>

    /SUO <>
    /SVE <>
    /TUR <>

    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 6.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [595.276 841.890]
>> setpagedevice


