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English is not an official language of the Swiss Confederation. This translation is
provided for information purposes only and has no legal force.

Ordinance
of the Swiss Financial Market Supervisory Authority
on Collective Investment Schemes

(FINMA Collective Investment Schemes Ordinance, CISO-FINMA)

of 27 August 2014 (Status as of 1 January 2015)

The Swiss Financial Market Supervisory Authority (FINMA),

based on Articles 55 paragraph 3, 56 paragraph 3, 71 paragraph 2, 91 and 128
paragraph 2 of the Collective Investment Schemes Act of 23 June 2006' (CISA),

decrees:

Title 1 Collective Investment Schemes
Chapter 1  Securities Funds

Section 1 Securities Lending
(Art. 55 para. 1 let. a CISA; Art. 76 CISO?)

Art. 1 Definition

Securities lending means: a legally binding transaction in which the fund manage-
ment company or investment company with variable capital (SICAV), acting as
lender, undertakes to temporarily transfer to the borrower ownership of specific
securities, and where:

a. the borrower is obliged to return to the lender securities of the same type,
quantity and quality at the end of the securities lending period and to transfer
any income earned during that period to the lender; and

b. the lender bears the price risk of the securities for the duration of the securi-
ties lending.

Art. 2 Principles

I The fund management company or SICAV may lend securities in its own name
and for its own account to a borrower («principal).
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2 The fund management company or SICAV may also appoint an intermediary to
put the securities at the disposal of the borrower either on a fiduciary basis («agent»)
or directly («finder»), in accordance with the provisions of this section.

3 The fund management company or SICAV shall conclude a standardised frame-
work agreement governing securities lending with each borrower or intermediary in
accordance with Article 7.

Art. 3 Authorised borrowers and intermediaries

I The fund management company or SICAV shall conduct securities lending trans-
actions exclusively with first-class supervised borrowers and intermediaries which
are specialised in transactions of this type, such as banks, brokers and insurance
companies, as well as licensed and recognised central counterparty clearing houses
and central securities depositories that guarantee the proper execution of such trans-
actions.

2 The fund management company or SICAV must obtain the custodian bank's writ-
ten consent should the latter not be participating in the securities lending transaction
as either borrower or intermediary.

3 The custodian bank may only withhold its consent if there is no guarantee that it
can meet its statutory and contractual duties with regard to settlement, safekeeping,
provision of information, and control.

Art. 4 Securities eligible for lending

I The fund management company or SICAV may lend all types of securities that are
traded on an exchange or other regulated market open to the public.

2 Tt may not lend securities acquired under a reverse repo transaction.

Art. 5 Termination dates and notice periods

I'Tt must be possible to terminate individual transactions and the standardised
framework agreement for the securities lending transaction at any time.

2 Where the observation of a notice period has been agreed, that period may not
exceed seven banking days.

Art. 6 Scope and duration

LTf the fund management company or SICAV is required to observe a notice period
before it may again have legal control of the loaned securities, it may not lend more
than 50 percent of the eligible holding of a particular security.

2 If, however, the borrower or intermediary provides a contractual guarantee to the
fund management company or SICAV that the latter may again legally dispose of
the loaned securities on the same or following banking day, the fund management
company or SICAV may lend the entire eligible holding of a particular security.
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Art. 7 Minimum contents of the standardised framework agreement

I The standardised framework agreement must meet the relevant international stand-
ards.

2 The standardised framework agreement must indicate those securities funds whose
securities are in principle eligible for securities lending, in addition to the securities
which are excluded from securities lending.

3 The fund management company or SICAV shall stipulate in the standardised
framework agreement with the borrower or intermediary that they:

a. pledge or transfer collateral to the fund management company or SICAV for
the purposes of guaranteeing restitution in accordance with Article 51;

b. are liable vis-a-vis the fund management company or SICAV for:
1. the prompt, unconditional payment of any income accruing during the
securities lending period,
2. the assertion of other proprietary rights such as conversion and sub-
scription rights, and

3. the contractually agreed return of securities of the same type, quantity
and quality;
c. assign all securities available for the securities lending transaction to the in-
dividual lenders on the basis of objective and transparent criteria.

4 The framework agreement should also set out:

a  agreement of an appropriate collateral value that at all times should amount
to at least 100 percent of the market value of the loaned securities;

b. the loaned securities are excluded from the claims of the borrower or inter-
mediary.

Art. 8 Special duties of the custodian bank

The custodian bank has the following special duties in connection with the settle-
ment of the securities lending transaction:

a. It shall inform the fund management company or SICAV on a regular basis
of the lending transactions conducted.

b. It shall, at least once a month, account for any income earned on the securi-
ties lending.

c. It shall ensure that the securities lending transactions are settled in a secure
manner, in line with the agreements and, in particular, it shall monitor com-
pliance with the requirements relating to collateral.

d. In addition, it shall carry out the administrative duties assigned to it under
the safe-custody regulations during the term of the lending transaction and
assert all rights associated with the loaned securities, unless such duties have
been ceded under the terms of the standardised framework agreement.
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Art. 9 Inventory and statement of net assets, or balance sheet, inclusion in
investment limits

I Loaned securities must be denoted as being «lent» in the securities fund's inventory
and must continue to be included in the statement of net assets, or the balance sheet.

2 Loaned securities must continue to be taken into account when ensuring compli-
ance with the statutory and regulatory investment restrictions.

Section 2 Securities Repurchase Agreements (Repo, Reverse Repo)
(Art. 55 para. 1 let. b CISA; Art. 76 CISO?)

Art. 10 Definitions
The terms below are defined as follows:

a. «securities repurchase agreement» means a repo (or sale and repurchase
agreement) and reverse repo (or reverse sale and repurchase agreement);

b. «repo» means a legally binding transaction in which one party (the borrower
or repo seller) temporarily transfers ownership of securities to another party

(the repo buyer), and where:

1. the repo buyer undertakes to return to the repo seller securities of the
same type, quantity and quality at the end of the repo term together with
any income earned during such term;

2. during the term of the repurchase agreement, the price risk associated
with the securities shall be borne by the repo seller;

c. «reverse repo» means a repo from the perspective of the lender;

d.  «repo interesty means the difference between the selling price and purchase
price of the securities.

Art. 11 Principles

I The fund management company or SICAV may conclude repurchase agreements
in its own name and for its own account with a counterparty («principal»).

2 It may appoint an intermediary to conclude repurchase agreements with a counter-
party either indirectly on a fiduciary basis («agent») or directly («finder»), in ac-
cordance with the provisions of this section.

3 The fund management company or SICAV shall conclude a standardised frame-
work agreement governing repurchase agreements with each counterparty or inter-
mediary in accordance with Article 17.
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Art. 12 Authorised counterparties and intermediaries

I The fund management company or SICAV shall conduct repurchase agreements
exclusively with first-class supervised counterparties and intermediaries that special-
ise in these types of transactions, such as banks, brokers and insurance companies,
as well as licensed and recognised central counterparty clearing houses and central
securities depositories that can guarantee the execution of transactions in a due and
proper manner.

2 The fund management company or SICAV must obtain the written consent of the
custodian bank if the latter is not to be involved in the repurchase agreement as
either counterparty or intermediary.

3 The custodian bank may only deny its consent if there is no guarantee that it can
meet its statutory and contractual duties with regard to settlement, safekeeping,
provision of information, and control.

Art. 13 Securities eligible for repurchase agreements

I For repo transactions, the fund management company or SICAV may use all types
of securities that are traded on a stock exchange or other regulated market open to
the public.

2 For repo purposes, it may not use securities acquired under a reverse repo.

Art. 14 Termination dates and notice periods

1 Tt must be possible to terminate individual transactions and the standardised frame-
work agreement for the repurchase transaction at any time.

2 Where the observation of a notice period has been agreed, such period may not
exceed seven banking days.

Art. 15 Scope and duration of the repo

1 If the fund management company or SICAV must observe a notice period before it
can again have legal control of the securities under the repurchase agreement, it may
not use more than 50 percent of its holdings of a particular security eligible for repo
transactions.

21f, however, the counterparty or intermediary provides the fund management
company or SICAV with a contractual guarantee that the latter may again have legal
control of the securities under the repurchase agreement on the same or following
banking day, its entire holding of a particular security eligible for repo transactions
may be used.

Art. 16 Securing claims for money and securities

1'Tn order to secure claims for money and securities arising from repurchase agree-
ments, the claims and obligations must be valued daily at the current market price,
taking account of accrued interest and the income due to the borrower, and the
difference must be marked to market daily.
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2 Compensation must be in cash or in securities. The latter must be comparable in
type and quality to the securities used for the repurchase agreement.

Art. 17 Minimum contents of the standardised framework agreement

I The standardised framework agreement must meet the relevant international stand-
ards.

2 The standardised framework agreement must indicate both the securities funds for
which repurchase agreements may in principle be conducted and the securities
which are excluded from the repurchase agreement.

3 The fund management company or SICAV shall stipulate in the standardised
framework agreement with the counterparty or intermediary that:

a. the lender is liable vis-a-vis the borrower for:

1. the prompt, unconditional payment of any income accruing during the
repurchase agreement and the compensating payments to be made pur-
suant to Article 16,

2. the assertion of other proprietary rights such as conversion and sub-
scription rights, and

3. the contractually agreed return of securities of the same type, quantity
and quality;

b. the borrower is liable vis-a-vis the lender for:

1. the prompt, unconditional payment of any compensating payments to
be made during the term of the repurchase agreement pursuant to Arti-
cle 16, and

2. the repurchase of the securities under the repo transaction in compli-
ance with the terms of the agreement;

c. claims for money and securities arising from repurchase agreements may not
be netted with claims of the counterparty or intermediary.

Art. 18 Special duties of the custodian bank

The custodian bank has the following special duties in relation to the settlement of
the repurchase transaction:

a. It ensures that the repurchase transaction is settled in a secure and contractu-
ally agreed manner.

b. It ensures that fluctuations in the value of the securities used in repo transac-
tions are compensated for in cash or securities (marked to market).

c. For the duration of the repurchase transaction it shall, in addition, carry out
the administrative duties assigned to it under the safe-custody regulations
and assert all rights associated with the securities used in the repo transac-
tion, unless such duties have been ceded under the standardised framework
agreement.
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Art. 19 Raising loans via repo agreements

I Pursuant to Article 77 paragraph 2 CISO4, a repurchase agreement represents the
raising of a loan by the securities fund.

2 The money obligations arising from repos, together with all other loans taken, must
comply with the statutory and regulatory limits on borrowing.

3 If, when conducting a repo transaction, the fund management company or SICAV
uses the money received to acquire securities of the same type, quality, credit rating
and maturity in conjunction with the conclusion of a reverse repo, this is not deemed
to be taking a loan.

Art. 20 Distinction between reverse repos and the granting of loans

1 Pursuant to Article 77 paragraph 1 letter a CISOS, reverse repos do not represent
the granting of a loan.

2 Pursuant to Article 75 CISO, money claims in connection with the conclusion of
reverse repos are deemed liquid assets.

Art. 21 Inclusion in investment limits

I Securities sold through repos must continue to be taken into account when ensur-
ing compliance with the statutory and regulatory investment restrictions.

2 Money claims acquired through reverse repos must continue to be taken into
account when ensuring compliance with the statutory and regulatory investment
restrictions.

Art. 22 Inventory, statement of net assets, or balance sheet and profit and
loss account

I Securities sold through repos must be denoted as being «used in repo» in the
inventory of the securities fund's assets and must continue to be included in the
statement of net assets, or the balance sheet.

2 Money obligations arising from repos must be disclosed in the statement of net
assets, or the balance sheet, under «Liabilities from repurchase agreements» at the
value assigned on the calculation date based on the assumption of a linear develop-
ment in value.

3 In the case of repos, repo interest must be disclosed in the profit and loss account
under «Interest payabley.

4 Securities purchased through reverse repos are not included in the inventory of the
securities fund's assets, nor in the statement of net assets, or the balance sheet.

5 Money claims arising from reverse repos must be disclosed in the statement of net
assets, or the balance sheet, under «Claims from repurchase agreements» at the
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value assigned on the calculation date based on the assumption of a linear develop-
ment in value.

6 In the case of reverse repos, repo interest must be disclosed in the profit and loss
account under «Income from reverse repos».

Section 3 Derivative Financial Instruments

Art. 23

(Art. 56 para. 3 CISA; Art. 72 CISOS)

Definitions

I The terms below are defined as follows:

6

a.

«basic type of derivativex:

1. acall or put option, the expiration value of which is linearly dependent
on the positive or negative difference between the market value of the
underlying and the strike price and is zero if the difference is preceded
by the opposite algebraic sign,

a credit default swap (CDS),

3. aswap, the payments of which are dependent on the value of the under-
lying or on an absolute amount in both a linear and a path-independent
manner,

4. a future or forward transaction the value of which is linearly dependent
on the value of the underlying;

«exposure-increasing»: derivative exposure, the financial effect of which is
similar to the purchase of an underlying (e.g. the purchase of a call option,
purchase of a future, sale of a put option, exchanging of variable for fixed
interest payments or the conclusion of a credit default swap as protection
seller);

«exposure-reducing»: a derivative exposure the financial effect of which is
similar to the sale of an underlying (in particular, the sale of a call option,
sale of a future, purchase of a put option, exchanging of fixed for variable
interest payments or the conclusion of a credit default swap as secured par-
ty);

«exotic derivative» means a derivative with a mode of operation that cannot
be described as a basic form of derivative or a combination of basic forms of
derivatives (for instance, a path-dependent option, an option with several
factors or an option with contract modifications);

«contract size»: number of underlying securities or nominal value of a deriv-
ative contract;
«contract valuex»:

1. in the case of a swap, the product of the nominal value of the underly-
ing and the contract size,

SR 951.311
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2. in the case of all other derivatives, the product of the underlying's mar-
ket value and the contract size;

g.  «OTC (over the counter)»: the conclusion of transactions off an exchange or
any other regulated market which is open to the public;

h. «synthetic liquidity»: underlyings whose market risk and potential credit risk
are hedged with derivatives that have a symmetric payment profile;

i.  «overall exposurey: exposure to the fund’s net assets, the net overall expo-
sure to derivatives and investment techniques under Article 55 CISA, includ-
ing short-selling;

j-  «gross overall exposure to derivatives»: total amount of capital requirements
eligible from derivatives, including derivative components;

k. «net overall exposure to derivatives»: total amount of capital requirements
eligible from derivatives, including derivative components, taking account
of permissible netting, hedging transactions and other rules set out in Arti-
cles 35 and 36;

l.  «leverage»: effect of derivatives, derivative components investment tech-
niques, including short-selling on the fund’s net assets, by building up over-
proportionally high positions in an underlying when compared to the capital
invested.

Art. 24 Principles

Derivatives may be used only where, even in exceptional market conditions, the
effect of using derivatives does not result in a deviation from the investment objec-
tives set out in the fund regulations, prospectus and important information for inves-
tors, or in a change in the investment character of the securities fund.

Art. 25 Umbrella funds

The provisions in this section apply to the individual securities funds or, in the case
of an umbrella fund, to each individual sub-fund.

Art. 26 Structured products, derivative components and warrants

' Tn order to comply with the statutory and regulatory provisions for risk diversifica-
tion, the underlying and the issue of a structured product must be taken into account.

21f a structured product has one or more derivative components, these must be
treated in accordance with the provisions in this section.

3 To establish the amount eligible for the overall exposure and the risk diversifica-
tion requirements, the structured product is to be broken down into its components,
if it has leverage. The components are to be considered individually. The breakdown
is to be documented.
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4 If structured products that cannot be broken down are used as a not negligible part
of the fund’s assets, the model approach as a risk measurement procedure is to be
applied.

5 Derivative components of a financial instrument must be taken into account in
compliance with statutory and regulatory risk diversification provisions, and are
eligible for the overall exposure to derivatives.

6 Warrants must be treated as derivatives in accordance with the provisions of this
section. An option belonging to a warrant bond is deemed a warrant.

Art. 27 Credit derivatives

' As defined in Article 77 paragraph 1 letter a CISO7, an exposure-increasing credit
derivative is not deemed a guarantee.

2 The debtor of reference of a credit derivative must have outstanding equity or debt
securities or rights to equity or debts that are traded on an exchange or another
regulated market open to the public.

Art. 28 Exotic derivatives
I The fund management company or SICAV may only use an exotic derivative if:

a. it can calculate the minimum and the maximum delta across the entire price
spectrum of the underlyings; and

b. it understands the derivative's mode of operation, as well as the factors that
influence its pricing.

2 In the case of securities funds, where the commitment approach II is applied, the
exotic derivative must be weighted according to its maximum possible delta (abso-
lute value) when converted to its underlying equivalent pursuant to Article 35 para-
graph 2.

3 The risk assessment model used risk must be capable of reflecting the exotic deriv-
ative in accordance with its risk.

4 If the maximum delta of the exotic derivative is positive, it must be weighted by
such maximum delta in order to comply with the statutory and regulatory maximum
limits. If the minimum delta is negative, it must be weighted by this minimum delta
in order to comply with the regulatory minimum limits.

Art. 29 Conclusion of the contract

I The fund management company or SICAV shall conclude derivative transactions
on an exchange or other regulated market which is open to the public.

2 Transactions with OTC derivatives (OTC transactions) are permitted, provided the
conditions stipulated in Articles 30 and 31 are met.

7 SR951.311
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Art. 30 OTC transactions

1 OTC transactions may only be concluded on the basis of a standardised framework
agreement which complies with the pertinent international standards.

2 The counterparty must:
a. be a regulated financial intermediary specialised in such types of transac-
tions;
b. ensure proper execution of the contract; and
c. meet the credit rating requirements stipulated in Article 31 paragraph 1.

3 It must be possible to reliably and verifiably value an OTC derivative on a daily
basis and to sell or close out the derivative at market value at any time.

4 If the market price for an OTC derivative is not available, it must be possible at all
times to determine the price at any time using appropriate valuation models that are
recognised in practice, based on the market value of the underlyings from which the
derivative was derived;

5 Before concluding a contract for a derivative under paragraph 4, specific offers
must be obtained from at least two potential counterparties. The contract is to be
concluded with the counterparty providing the most favourable offer in terms of
price. A deviation from this principle is possible for reasons relating to risk diversi-
fication, or where other parts of the contract such as credit rating or the range of
services offered by the counterparties in another offer seem are more advantageous
overall for the investors.

6 If it is in the investors’ best interests, obtaining offers from at least two potential
counterparties may be dispensed with. The reasons for doing so must be clearly
documented.

7 The conclusion of the transaction and pricing must be clearly documented.

Art. 31 Credit rating

! In the case of OTC transactions, the counterparty or its guarantor shall have a high
credit rating.

2 This requirement does not apply to the custodian bank of the securities fund.

Art. 32 Valuation

I Derivatives for which market prices are available shall be valued at the current
prices paid on the main market. Prices are to be obtained from an external source
specialising in this type of transaction and which operates independently of the fund
management company or SICAV and its agents.

21f no current market price is available for derivatives, it must be possible to deter-
mine the price at any time using appropriate valuation models that are recognised in
practice, based on the market value of the underlyings. Valuations are to be docu-
mented clearly.

11
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Art. 33 Risk measurement procedure

I The fund management company or SICAV shall apply commitment approach I or
I1, or the model approach.

2 The model approach requires the approval of FINMA.

3 The fund management company or SICAV shall align the risk assessment process
selected with the investment objectives.

4 The model approach must be used where:

a. the overall exposure of the securities fund using commitment approach I or
II cannot be appropriately recorded and measured;

b. anot negligible amount is being invested in exotic derivatives; or

c. complex investment strategies of a not negligible amount are being used.

Art. 34 Commitment approach I

1 For a securities fund applying commitment approach I, only basic derivative types
are permitted. They may only be used where account is taken of the necessary cov-
erage set out in this article and their use does not result in a leverage effect on the
fund’s assets nor does it involve short-selling.

2 Exposure-reducing derivatives must at all times be covered by the relevant under-
lyings. If the delta has been calculated, it may be taken into account when calculat-
ing the necessary underlyings. Article 44 paragraph 3 also applies mutatis mutandis.

3 Covering with other investments is permitted if the exposure-reducing derivative is
indexed by an independent external office. The index must be representative of the
underlyings and there must be an adequate correlation between the index and such
investments.

4 The underlying equivalents (Art. 35 para. 2) of exposure-increasing derivatives
must at all times be covered by highly liquid assets.

5 The following assets are considered highly liquid:
a. liquid assets as defined in Article 75 CISOS;
b. money market instruments as defined in Article 74 CISO;

c. collective investment schemes which invest exclusively in liquid assets or
money market instruments;

d.  debt securities and rights with a time remaining till maturity of maximum
twelve months and the issuer or guarantor have a high credit rating;

synthetic liquidity;

credit limits accorded to, but not used by, the securities fund, in line with the
statutory and regulatory maximum investment limits;
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g. withholding tax credits as confirmed by the Swiss Federal Tax Administra-
tion.

6 Account can be taken of permitted netting rules and hedging transactions under
Article 36 paragraphs 1, 2 and 4. Covered hedging transactions by interest deriva-
tives are permitted. Convertible bonds do not have to be taken into account when
calculating the overall exposure to derivatives.

Art. 35 Commitment approach II: determination of the overall exposure

I To establish the overall exposure of a securities fund using commitment approach
II, the fund management company shall determine the individual conversion
amounts of the respective derivatives and derivative components as well as the
conversion amounts arising from investment techniques.

21n the case of basic types of derivatives, the conversion amount for the overall
exposure arising from derivatives is normally the underlying equivalent, based on
the market value of the underlying assets of the derivatives. The underlying equiva-
lents are calculated in accordance with Annex 1. The nominal value or the forward
price of futures contracts calculated on each trading day may be taken as the basis, if
the result is a more conservative calculation.

3 The conversion amount for the overall exposure is the basic commitment from the
net fund assets and the sum of the following absolute values:

a. conversion amounts of the individual derivatives and derivative components
pursuant to Annex 1 that are not included in netting pursuant to Article 36;

b. conversion amounts after permitted netting pursuant to Article 36; and
c. conversion amounts from permitted investment techniques.

4 The following transactions may be disregarded when determining the conversion
amount for the overall exposure arising from derivatives pursuant to paragraph 3:

a. swaps by means of which the performance of the underlyings directly held
by the securities fund is swapped with the performance of other underlyings
(total return swaps), provided that:

1. the market risk of the swapped underlyings is completely eliminated
from the securities fund so that these assets have no impact on the
change in the value of the securities fund, and

2. the swap does not grant option rights or contain leverage or other addi-
tional market risks that exceed those of a direct investment in the rele-
vant underlyings;

b. derivatives to which corresponding highly liquid assets are assigned so that
the combination of derivative and highly liquid assets is equivalent to a di-
rect investment in the underlying asset and neither an additional market risk
nor leverage is generated. The highly liquid assets used to cover the deriva-
tive position may not be used for more than one combination simultaneous-

ly.

13
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5 Securities lending and repurchase transactions must be taken into account when
calculating the overall exposure if these generate leverage on the fund assets through
the reinvestment of collateral. Where collateral is reinvested in financial assets that
provide a return in excess of the risk-free interest rate, the amount received must be
included when determining the overall exposure if cash collateral is held.

Art. 36 Commitment approach II: rules on netting and hedging transactions

I Counter positions in derivatives based on the same underlying as well as counter
positions in derivatives and in investments in the same underlying may be netted,
irrespective of the maturity date of the derivatives, provided that:

a. the derivative transaction was concluded with the sole purpose of eliminat-
ing the risks associated with the derivatives or investments acquired;

b. no material risks are disregarded in the process; and

c. the conversion amount of the derivatives is determined pursuant to Article
35.

2 If the derivatives in hedging transactions do not relate to the same underlying as
the asset that is to be hedged, the following additional conditions must be met for
netting:

a. The derivative transaction is not based on an investment strategy that serves
to generate a profit.

b. The derivative results in a demonstrable reduction in the risk of the securi-
ties fund.

The general and special risks of the derivative are balanced out.

d. The derivatives, underlyings or assets that are to be netted relate to the same
class of financial instruments.

e. The hedging strategy remains effective even under exceptional market con-
ditions.

3 Where interest rate derivatives are predominantly used, the amount to be included
in the overall exposure arising from derivatives can be determined using internation-
ally recognised duration-netting rules provided that:

a. the rules result in a correct determination of the risk profile of the securities
fund;

b. the material risks are taken into account;
the use of these rules does not generate an unjustified level of leverage;
no interest rate arbitrage strategies are pursued; and

e. the leverage of the securities fund is not increased either by applying these
rules or through investments in short-term positions.

4 Notwithstanding paragraph 2, derivatives that are used solely for currency hedging
purposes and do not result in leverage or contain additional market risks may be
netted when calculating the overall exposure arising from derivatives.

14
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Art. 37 Commitment approach II: documentation requirements

All calculations under Articles 35 and 36 must be clearly documented.

Art. 38 Model approach: principles of value-at-risk (VaR)

I Applying the model approach, the fund management company or SICAV shall
estimate the risks for a securities fund as value-at-risk (VaR).

2 The model must be fully documented. The documentation must in particular pro-
vide information about the specification of the risk assessment model, back-testing
and stress tests.

3 The fund management company or SICAV shall verify the suitability of the model
on a periodic basis, but at least once a year. The results must be clearly documented.

4 The VaR of a securities fund may at no time exceed twice the VaR of the bench-
mark portfolio of such securities fund (relative VaR limits)

5 When using the model approach, the fund management or the SICAV must ensure
a periodical calculation of the gross overall exposure to derivatives of the securities
fund in question.

Art. 39 Model approach: calculation of VaR

1 The VaR may be determined using variance/covariance models, historical simula-
tions and Monte-Carlo simulations. When selecting the model, the investment strat-
egy is to be taken into account.

2 The VaR must be calculated daily on the basis of the previous day's positions using
the following parameters:

a 99th percentile, one-tailed confidence interval;
a holding period of 20 trading days;

c. an effective historical observation period of at least one year (250 bank
working days).

3 The VaR factors in interest rate risk, currency risk, share price risk and commodity
risks. The following must also be taken into account:

a. gamma and vega risks in the case of option positions;

b. specific risks in the form of residual risks;

c. event, default and liquidity risks as part of stress tests.
4 The calculations must be clearly documented.

5 Variance from the confidence interval, the holding period or the observation period
is possible owing to exceptional market circumstances, and must have the prior
approval of FINMA.
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Art. 40 Model approach: benchmark portfolio

I The benchmark portfolio of a securities fund is assets without any leverage and
generally without any derivatives.

2 The composition of the benchmark portfolio corresponds to the information in the
fund regulations, prospectus and information necessary for the securities fund’s
investors, specifically concerning its investment objectives, investment policy and
limits.

3 It must be reviewed periodically, but at least once a quarter. The respective compo-
sition and any changes thereto must be documented clearly.

4 Where a benchmark, such as an equity index for benchmark portfolios, is defined
in the fund regulations or in the prospectus and information necessary for the securi-
ties fund’s investors, it may be used for calculating the VaR of the benchmark port-
folios. The benchmark must be:

a. derivative-free and not have any leverage;
b. calculated by an independent, external office; and

c. representative of the investment objectives, investment policy and limits of
the securities fund.

5 The benchmark portfolio may include derivatives, where:

a. according to the fund regulations or prospectus, the securities fund is im-
plementing a long/short strategy, and in the benchmark portfolio the short
exposure is shown as derivatives;

b. according to the fund regulations or prospectus, the securities fund is im-
plementing a currency hedge investment policy and a currency hedge
benchmark portfolio is used as a benchmark.

6 If it is not possible to construct a representative benchmark portfolio on the basis
of the specific investment objectives and investment policy of a securities fund, a
VaR limit may be agreed upon with FINMA (absolute VaR limit). This must be
stated in the prospectus.

Art. 41 Model approach: reviewing the risk assessment model

1'In the case of a securities fund, the forecast quality of the risk assessment model
must be examined by comparing the actual changes in the value of its net assets
during the course of a trading day with the relevant one-day VaR (back-testing).

2 The comparison must be documented clearly.
3 The sample to be used must be compiled from the previous 250 observations.

4 If back-testing shows the risk assessment model to be impracticable, the audit
company and FINMA must be notified forthwith.

5 If back-testing produces more than six anomalies, the practicability of the risk
assessment model must be examined in depth and the audit company and FINMA
notified forthwith.
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6 If the model is impracticable, FINMA may demand a swift rectification of any
shortcomings of the model and order tighter restrictions on the risk.

Art. 42 Model approach: stress tests

I'In the case of securities funds, extreme market circumstances must be simulated
periodically, but at least monthly (stress tests).

2 Stress tests must also be conducted where significant changes to the results of the
stress test owing to changes in the value or the composition of the securities fund’s
assets, or to changes in the market circumstances cannot be excluded.

3 Stress tests include all risk factors which may have a material influence on the
market value of the securities fund. Special attention must be paid to risk factors
which are not or only insufficiently taken into account by the risk assessment model.

4 The results of the conducted stress tests and any necessary resulting measures must
be clearly documented

Art. 43 Model approach: changes under the model approach
I FINMA may allow variances from the requirements stipulated in Articles 39- 43.

21t may permit the use of other risk assessment models, provided they afford an
appropriate degree of protection.

3 If changes are made to the risk assessment model, back-testing or stress tests, these
changes must be submitted to FINMA for approval in advance.

Art. 44 Cover for a physical delivery obligation of an underlying

1If the fund management company or SICAV enters into a physical delivery obliga-
tion in respect of a derivative, this derivative must be covered by the corresponding
underlyings.

2 Cover of such an obligation with other investments is permitted if the investments
and the underlyings are highly liquid and, if delivery is requested, they may be
purchased or sold at any time.

3 The fund management company or SICAV must have unrestricted access to these
underlyings or investments at all times.

Art. 45 Covering a payment obligation

L If the fund management company or SICAV enters into a payment obligation in
respect of a derivative, this payment obligation must at all times be covered by
highly liquid assets as defined in Article 34 paragraph 5.

21n the case of securities funds applying commitment approach II or the model
approach, the following shall additionally be recognised as cover:

a. debt securities and rights the remaining time to maturity of which is more
than twelve months and whose issuer or guarantor has a high credit rating;

17
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b. shares traded on an exchange or another regulated market open to the public.

3 It must be possible at all times to turn collateral as defined in paragraph 2 into
liquid assets within seven banking days.

4 Shares may only be included as cover at market value less a security margin. This
security margin must take account of the volatility of the corresponding share and
must amount to at least 15 percent.

5 If an investment may require an additional payment, it is deemed an obligation to
pay.

Art. 46 General provisions for inclusion of investment restrictions

I In complying with the statutory and regulatory investment restrictions on determin-
ing maximum and minimum limits, the following must be taken into account:

a. investments, including derivatives, in accordance with Article 70 CISO9;
b. liquid assets as defined in Article 75 CISO;
c. claims against counterparties arising from OTC transactions.

2 Pursuant to Article 82 CISO, exceptions may be made for index funds.

3 Any overrun of an investment limit due to a change in the delta must be rectified
within three banking days; the rectification must ensure that the investors’ interests
remain safeguarded.

Art. 47 Inclusion of derivatives

I'In complying with the statutory and regulatory maximum and minimum limits, and
in particular the regulations on risk diversification, underlying equivalents as set out
in Annex 1 are decisive.

2 A minimum limit may be temporarily undercut with exposure-reducing derivatives
purchased as part of a hedging strategy if the interests of investors remain safe-
guarded.

3 Derivative components are to be taken into account with the capital requirement
under Article 35.

Art. 48 Inclusion of claims against counterparties at the maximum limits

I Claims against counterparties arising from derivative transactions must be calcu-
lated on the basis of the current positive replacement values.

2 Positive and negative replacement values arising from transactions in derivatives
with the same counterparty may be netted if a netting agreement exists that meets
the current legal requirements and is legally enforceable.

9 SR 951.311
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3 Claims arising from derivative transactions against a central counterparty of an
exchange or another regulated market open to the public must not be taken into
account if:

a. such aunit is subject to an appropriate supervisory body; and

b. the derivatives and collateral are subject to daily marking to market and dai-
ly margining.

Art. 49 Disclosure

L If the use of derivatives is permitted for the management of a securities fund, such
derivatives must be described in the fund regulations and the prospectus.

2 The prospectus must indicate whether the derivatives are used as part of the in-
vestment strategy or solely to hedge investment positions. In addition, the prospectus
must explain how the use of derivatives affects the risk profile of the securities fund.

3 The fund regulations and prospectus must state which risk assessment process is
applied to the securities fund. The risk assessment process must also be described in
the prospectus. If the model approach is used, the gross overall exposure to deriva-
tives must be shown. If the relative VaR approach is used, the benchmark portfolio
must be disclosed in the prospectus.

41f a securities fund exhibits increased volatility or leverage due to the use of de-
rivatives, special reference must be made to this in the prospectus and advertising
material.

5 Reference must be made to the counterparty risks of derivatives in the prospectus.

Section 4 Management of Collateral
(Art. 76 para. 2 and Art. 80 para. 4 CISO10)

Art. 50 Scope of application

Assets received as collateral as part of investment techniques or OTC transactions
must satisfy the requirements of this section.

Art. 51 Requirements for collateral
Only collateral that meets the following requirements may be accepted:

a. Itis highly liquid and is traded at a transparent price on an exchange or other
regulated market open to the public. It can be disposed of at short notice at a
price close to the valuation undertaken prior to sale.

b. Itis valued at least on each trading day. Where price volatility is high, suita-
ble conservative security margins must be applied.

10 SR 951.311
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c. Itis not issued by the counterparty or by a company that belongs to or is de-
pendent on the counterparty’s group.

d. The credit quality of the issuer is high.

Art. 52 Management of collateral

The fund management company, SICAV or their agents must comply with the
following duties and requirements when managing the collateral:

a. They must diversify the collateral appropriately in terms of countries, mar-
kets and issuers. Appropriate diversification of issuers is deemed to have
been achieved if the collateral of a single issuer held does not correspond to
more than 20 percent of the net asset value. Deviation from this rule is per-
mitted if the collateral meets the requirements of Article 83 paragraph 1
CISO!! or the approval conditions set out in Article 83 paragraph 2 CISO
are met. If collateral is provided by more than one counterparty, an aggre-
gate perspective must be ensured.

b. They must be able to obtain power of disposal over, and authority to dispose
of, the collateral received at any time in the event of default by the counter-
party, without involving the counterparty or obtaining its consent.

c. They may not re-lend, re-pledge, sell or reinvest collateral pledged or trans-
ferred to them or use it as part of a repurchase transaction or to hedge obliga-
tions arising from derivative financial instruments. They may only use cash
collateral received in the corresponding currency as liquid assets or invest it
in high-quality government bonds and directly or indirectly in short-term
money market instruments or use it as a reverse repo.

d. Ifthey accept collateral representing more than 30 percent of the fund assets,
they must ensure that the liquidity risks can be captured and monitored ap-
propriately. Regular stress tests must be carried out that take account of both
normal and exceptional liquidity conditions. The controls carried out must
be documented.

e. They must take account of the risks associated with the management of col-
lateral in their risk management process.

f.  They must be in a position to attribute any uncovered claims remaining after
the realisation of collateral to the securities funds whose assets were the sub-
ject of the underlying transactions.

Art. 53 Collateral strategy

I The fund management company, SICAV and their agents must have in place a
collateral strategy that:

a. provides for appropriate security margins;

b. is geared to all types of assets received as collateral; and

11 SR 951.311
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c. takes account of characteristics of the collateral such as volatility and the de-
fault risk of the issuer.

2 They must document the collateral strategy.

Art. 54 Safekeeping of collateral
I The collateral received must be kept at the custodian bank.

2 Safekeeping by a supervised third-party custodian on behalf of the fund manage-
ment company is permitted provided that:

a. ownership of the collateral is not transferred; and
b. the third-party custodian is independent of the counterparty.

3 In the case of collateral delivered to a counterparty, a custodian appointed by the
latter, or a central counterparty, the custodian bank must ensure that transactions are
settled in a secure manner and in line with the agreements.

Art. 55 Prospectus

The prospectus of the securities fund must contain appropriate information on the
collateral strategy, in particular details of:

a. the permitted types of collateral;
b. the required level of collateralisation;
the determination of security margins;

d. the investment strategy and the risks in the event that cash collateral is rein-
vested.

Section 5 Master-Feeder Structures
(Art. 734 CISO'2)

Art. 56 Principle

In principle, the investors in a master fund are its feeder funds. Other investors may
be accepted provided the fund management company or SICAV informs them in
advance of the fact that they are investing in a master fund and ensures that the other
investors receive equal treatment with the feeder funds.

Art. 57 Requirements for the documents of a feeder fund

I'In addition to the information set out in Articles 35¢ and 625 CISO!3, the fund
contract or investment regulations of a feeder fund or feeder sub-fund shall in par-
ticular contain the following:

12 SR 951.311
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a. a statement that the fund is a feeder fund which invests at least 85 percent of
its assets in a specific master fund;

b. the name of the master fund;
c. the investment objective and the investment policy of the master fund;

d. the nature, amount and method of calculation of all remuneration as well as
incidental costs that result from the investment in the master fund and that
are permitted to be charged to the fund assets or the investors;

e. a statement that the fund contract or investment regulations, the prospectus,
the key investor information document, as well as the annual and semi-
annual reports of the master fund may be obtained free of charge;

f.  astatement that the feeder fund may continue to exist after the dissolution of
the master fund or after merger, conversion or transfer of the assets of the
master fund up until the application is approved pursuant to Article 63 or 64.

2In addition to the information set out in Article 106 CISO, the prospectus of a
feeder fund shall in particular contain the following:

a. astatement that the fund is a feeder fund which invests at least 85 percent of
its assets in a specific master fund,;

b. a description of the master fund including the investment strategy and risk
profile;

c. asummary of the most important content of the agreements on cooperation
and duties of disclosure concluded in accordance with Articles 58, 61 and
62;

d. the location from which further information about the master fund and the
agreements on cooperation and duties of disclosure concluded may be ob-
tained free of charge.

3 The annual report of the feeder fund shall indicate the location from which the
annual and semi-annual reports of the master fund may be obtained free of charge.

4 The marketing documents and the key investor information document on the feeder
fund shall include a statement that it is a feeder fund which invests at least 85 per-
cent of its assets in a specific master fund.

Art. 58 Joint duties of the master and feeder fund / their fund management
companies

I The master fund shall provide the feeder fund with all the documents and infor-
mation it needs to fulfil its duties. To this end, they shall conclude an agreement on
cooperation and duties of disclosure.

2 The agreement on cooperation and duties of disclosure shall, as a minimum, gov-
ern the following points:

a. the principles regarding the transfer of the relevant documents and further
information by the master fund to the feeder fund;

22



FINMA Collective Investment Schemes Ordinance 951.312

b. the master fund’s duty of disclosure to the feeder fund regarding the delega-
tion of tasks to third parties;

c. the violations of statutory and contractual provisions which the master fund
is required to report to the feeder fund and the form and timing of such re-
ports;

d. the duty of the master fund to inform the feeder fund of the overall exposure
arising from derivative financial instruments;

e. the master fund’s duty of disclosure to the feeder fund if it concludes addi-
tional agreements regarding the exchange of information with third parties;

f.  the ways in which the feeder fund may invest in the master fund as well as
details of the costs and expenses to be borne by the feeder fund,

g. the principles and arrangements for implementing the measures set out in
paragraph 4;

h. the arrangements for reporting the deferral of issues and redemptions and for
reporting errors in the setting of prices by the master fund;

i.  the principles for reconciling the audit reports of the master fund and feeder
fund.

3If the master fund and feeder fund are managed by the same fund management
company or SICAV, the agreement on cooperation and duties of disclosure may be
replaced by internal regulations. These must contain measures to prevent conflicts of
interest. In all other respects, the internal regulations must meet the requirements set
out in paragraph 2 letters f-i.

4 The master fund and feeder fund shall take measures to coordinate the schedules
for calculating and publishing the net asset value in order to prevent market timing
and possibilities for arbitrage.

Art. 59 Duties of the master fund / its fund management company

I The master fund shall inform FINMA without delay of the identity of every feeder
fund that invests in its units.

21t shall not charge the feeder fund an issue or redemption commission for invest-
ments in its units.

3 1t shall ensure that all information required by law or contract is made available in
a timely manner to the feeder fund, its custodian bank and the audit company as well
as FINMA. In so doing, it shall comply with its statutory and contractual obligations
regarding the disclosure of data and data protection.

Art. 60 Duties of the feeder fund / its fund management company

1 The feeder fund shall provide its custodian bank with all the information regarding
the master fund that it needs in order to fulfil its task.

2 It shall take effective measures to monitor the activities of the master fund.
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3 When calculating its overall exposure in accordance with Article 72 paragraph 3
CISO!4, it shall take account of the overall exposure of the master fund in proportion
to the feeder fund’s investments in the master fund.

41f the feeder fund, its fund management company or another person acting on
behalf of the feeder fund or its fund management company receives a pecuniary
benefit in connection with the investment in units of the master fund, this shall be
credited to the assets of the feeder fund.

Art. 61 Duties of the custodian bank

LIf the master fund’s custodian bank identifies irregularities in the master fund that
may have a negative impact on the feeder fund, it shall notify its audit company and
the feeder fund / the feeder fund’s fund management company and custodian bank.
This includes, inter alia, the following events:

a. errors in the calculation of the net asset value of the master fund;

b. errors in transactions, in the settlement of purchases and sales or of orders to
issue or redeem units of the master fund by the feeder fund;

errors in the distribution or reinvestment of income from the master fund;

d. violations of statutory provisions or of the investment objectives, limits, pol-
icy or strategy of the master fund described in the fund contracts or invest-
ment regulations, the prospectus or the key investor information document.

2 If the master fund and feeder fund have different custodian banks, the latter shall,
with the approval of the master fund and feeder fund, conclude an agreement on
cooperation and duties of disclosure to ensure the fulfilment of their duties. This
agreement shall, as a minimum, contain the following points:

a. a description of the documents and categories of information that the two
custodian banks exchange on a regular basis, including the arrangements for
and timing of such exchanges;

b. the principles regarding the handling of operational issues, including the cal-
culation of the net asset value, protection against market timing, and the pro-
cessing of orders of the feeder fund;

c. the arrangements for the reporting of violations of statutory and contractual
provisions by the master fund;

d. other points that are necessary for the cooperation between the custodian
banks.

3 When exchanging data, the custodian banks shall comply with their statutory and
contractual obligations regarding the disclosure of data and data protection.

14 SR 951.311
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Art. 62 Duties of the audit company

I'Tn its short-form report for the feeder fund, the audit company shall take account of
the short-form report for the master fund. If the master fund and feeder fund have
different accounting years, the master fund shall compile an interim financial state-
ment as of the reporting date of the feeder fund. Based on this, the audit company
shall compile an ad-hoc short-form report for the master fund as of the reporting
date of the feeder fund.

2 In its short-form report for the feeder fund, the audit company shall mention any
deviations from the standard wording contained in the short-form report for the
master fund as well as any other material information, together with any influence
on the feeder fund.

3 If the master fund and feeder fund have different audit companies, the latter shall
conclude an agreement on cooperation and duties of disclosure to ensure the fulfil-
ment of their duties. This shall contain, as a minimum:

a. a description of the documents and categories of information that the two
audit companies exchange on a regular basis, including the arrangements for
and timing of such exchanges;

b. the coordination of the role of the audit companies in the process of compil-
ing the annual financial statements for the master fund and feeder fund,

c. a statement of the information that must be included in the audit report for
the master fund in accordance with paragraph 2;

d. other arrangements governing the cooperation between the audit companies
as well as the compilation and transfer of the short-form and ad-hoc reports.

Art. 63 Dissolution of the master fund

1 Following the announcement of the dissolution of the master fund, the feeder fund
shall without delay defer repayments. Within one month following the announce-
ment of the dissolution of the master fund, it shall submit to FINMA a report/ an
application regarding:

a. the dissolution of the master fund;

b. an amendment to the fund contract or investment regulations due to the
change of master fund; or

c. an amendment to the fund contract or investment regulations due to the con-
version into a non-feeder fund.

2 The liquidation proceeds of the master fund may not be paid out before the appli-
cations set out in paragraph 1 letters b and ¢ have been approved unless they are
reinvested solely for the purpose of efficient liquidity management until the time of
approval.
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Art. 64 Merger, conversion and transfer of assets

IIf the master fund decides on a merger, conversion or transfer of assets, the feeder
fund must, within a month of the announcement being made by the master fund,
notify FINMA whether it:

a. is dissolving itself;

b. intends to retain the same master fund;

c. is switching to another master fund; or

d. is converting itself into a non-feeder fund.

2 Simultaneously with the notification, the feeder fund shall submit to FINMA any
necessary application for approval of amendments to the fund contract or investment
regulations.

3 If the merger, conversion or transfer of assets of the master fund takes place before
the application pursuant to paragraph 1 letters ¢ and d has been approved, the feeder
fund may only return the units of the master fund if the proceeds received are rein-
vested for the sole purpose of efficient liquidity management until the amendments
enter into force.

Chapter 2 Other Funds

Art. 65

I The provisions for securities funds relating to securities lending (Arts. 1-9), securi-
ties repurchase agreements (Arts. 10-22), derivatives (Arts. 23—49), collateral man-
agement (Arts. 50-55) and master-feeder structures (Arts. 56—64) apply to other
funds, mutatis mutandis.

2 The above must be read subject to Articles 100 and 101 CISO!5.
3 FINMA may permit deviations from these provisions (Art. 101 CISO).

Title 2 Institutions

Chapter 1
Organisational Requirements relating to the Delegation of Tasks
(Arts. 14, 28 para. 4, 18 et seq., 31, 36 para. 3 CISA; Arts. 12, 26, 42, 65 and 131 et seq. CISO16)

Art. 66

I For the purposes of this Article, tasks are deemed to have been delegated if a
licensee pursuant to paragraph 2 transfers material tasks to a third party and this
results in a change to the circumstances under which the authorisation was granted.

15 SR 951.311
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2 The fund management company, SICAV, asset manager of collective investment
schemes and representative of foreign collective investment schemes shall set out
the tasks delegated to third parties in written agreements. These shall include a
precise description of the delegated tasks as well as the powers and responsibilities,
any authorities in respect of further delegation, the agent’s duty to give an account of
its activities, and the control rights of the licensee.

3 The organisational structure shall not be deemed appropriate within the meaning of
Article 14 CISA if a licensee pursuant to paragraph 2:

a. does not possess the decision-making authority with respect to central tasks
that is accorded to the board of directors or executive board;

b. does not have the necessary personnel and expertise to select, instruct and
monitor agents and manage their risks; or

c. does not have the requisite rights of instruction and control in respect of the
agents, or does so only to a limited extent.

4 The delegation of tasks may not hinder the audit by the audit company or supervi-
sion by FINMA.

5 Where tasks are delegated abroad, the licensee must be able to demonstrate that it,
the regulatory audit company and FINMA are able to exercise their respective rights
and enforce them under the law. The regulatory audit company must review the
confirmatory documentation before outsourcing takes place.

6 Licensees pursuant to paragraph 1 shall set out the delegated tasks as well as
information on the scope for further delegation in their organisational regulations.

Chapter 2 Risk Management and Risk Control
(Art. 14 CISA; Art. 124 CISO17)

Art. 67 Principles of risk management

1 The board of directors of the fund management company, SICAV or asset manager
of collective investment schemes shall put in place an internal control system based
on systematic risk analysis and monitor it in such a way as to ensure that all material
risks of the licensee are appropriately and effectively captured, assessed, managed
and monitored.

2 The executive board of the fund management company, SICAV or asset manager
of collective investment schemes shall implement the requirements of the board of
directors with regard to the setting up, maintenance and regular review of the inter-
nal control system. It shall develop suitable processes to implement the control
activities that are to be integrated into working processes and to control risks.

17 SR 951.311
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Art. 68 Internal guidelines

I The fund management company, SICAV and asset manager of collective invest-
ment schemes shall set down appropriate risk management and risk control princi-
ples as well as the organisation of risk management and risk control in internal
guidelines.

2 They shall include the risks that:
a. they are or could be exposed to as a result of the entirety of their business
activities;
b. the collective investment schemes managed by them as well as other assets
managed by them under the terms of mandates are or could be exposed to.
3 The internal guidelines shall set out:

a. the organisation of risk management and risk control, including the respon-
sibilities within the licensee;

b. the types of risk at the level of the activities of the licensee, the collective
investment schemes managed, and the assets managed under the terms of
mandates;

c. the processes and systems for assessing and managing all material risks of
the licensee and the collective investment schemes, and in particular their
market, liquidity and counterparty risk;

d. the tasks, responsibilities and the frequency of reporting to the board of di-
rectors and executive board.

4 When drafting the internal guidelines and structuring the organisation of risk
management, account must be taken of the nature, scope and complexity of the
transactions carried out, the collective investment schemes managed, and the assets
managed under the terms of mandates.

5 The use of investment techniques and derivatives must be governed by internal
guidelines and reviewed periodically. With respect to the use of derivatives, the
internal guidelines shall also govern the following areas, in accordance with the
structure and risks of the licensee:
a. Risk policy:
1. Permitted derivatives,
2. Requirements to be met by counterparties,
3. Market liquidity requirements,
4. In relation to the use of index products: requirements in terms of repre-
sentativeness and correlation;
b. Risk control:
1. Identification, assessment and monitoring (controlling) of risks,
2. Authorities and limits,
3. Risk assessment procedures,
4. Escalation procedures in the event of limit overruns,
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5. Additionally, for the model approach:

—  Method of verifying the risk assessment models, in particular VaR

—  Escalation procedures and measures in the event of unsatisfactory
results of verification tests

—  Composition of the benchmark portfolios and changes to them,
monitoring of the process used to determine the benchmark portfo-
lio

—  Stress tests;

c. Processing and valuation:
1. Documentation of transactions,
2. Valuation models to be used,
3. Data and data suppliers to be used.

Art. 69 Further duties relating to risk management

I The fund management company, SICAV and asset manager of collective invest-
ment schemes shall regularly review the appropriateness and effectiveness of the
risk management principles as well as the defined processes and systems.

2 Compliance with the risk management principles and defined processes as well as
the appropriateness and effectiveness of the measures to remedy any shortcomings
in the risk management process are part of the reporting to the board of directors and
executive board.

3 The use of investment techniques and derivatives, the management of collateral
and the resulting risks must be appropriately incorporated into the risk management
of the collective investment schemes managed.

Art. 70 Risk control

I The fund management company, SICAV and asset manager of collective invest-
ment schemes shall have sufficiently qualified specialist personnel to carry out risk
control.

2 Risk control shall identify, assess and monitor:
a. the risks entered into by the licensee;

b. the risks of each individual position of the collective investment schemes
managed and their overall risk; and

c. the risks of any other management mandates.

3 Risk control shall be kept functionally and hierarchically separate from operational
business units, in particular the function concerned with investment decisions (port-
folio management). It must be able to act independently.

Art. 71 Conditions for the use of derivatives

I When using derivatives, calculation of the current overall exposure limits and
ongoing compliance with them must be ensured at all times.
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2 Risk control shall review the valuation models and processes.

3 In the case of physical delivery obligations arising from derivatives, risk control
shall regularly review and ensure that cover in accordance with Articles 44 and 45 is
available in the necessary amount.

4 In the case of collective investment schemes to which the model approach is ap-
plied, the executive board shall, in accordance with their risk profile, approve a
documented system of upper limits for potential risk amounts (VaR limits).

5 In the case of collective investment schemes to which the model approach is ap-
plied, the risk control function of the fund management company or SICAV shall be
accountable and responsible for the following tasks in respect of risk assessment
processes:

a. reviewing, maintaining and refining the risk assessment model;

b. ensuring that the risk assessment model is suitable for the collective invest-
ment scheme concerned,;

c. validating and implementing the system of VaR limits for each collective
investment scheme in accordance with its risk profile;

d. determining and analysing the potential risk amounts on an ongoing basis
and monitoring the upper limits;

e. regularly monitoring the gross overall exposure of the collective investment
scheme, in particular its leverage;

f.  reporting regularly to the internal body responsible regarding the current po-
tential risk amounts, back-testing and the results of stress tests.

Chapter 3 Fund Management Company and SICAV
(Art. 33 para. 1 CISO'8)

Art. 72

I The fund management company and self-managed SICAV shall ensure that the
valuation of investments is separated from the function concerned with investment
decisions (portfolio management), both functionally and in terms of personnel.

2 They shall have sufficient qualified specialist staff to carry out the valuation.
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Chapter 4  Asset Managers of Collective Investment Schemes

Section 1 De Minimis Approach
(Art. 2 para. 2 let. h CISA; Art. 15 para. 2 CISO19)

Art. 73 Assets to be taken into consideration

1 When calculating the thresholds for assets managed by the asset manager of collec-
tive investment schemes, assets whose management has been delegated by the asset
manager to third parties must also be taken into account.

2 Where an asset manager of collective investment schemes manages a collective
investment scheme that holds units of another collective investment scheme man-
aged by that asset manager, the assets concerned need only be taken into account
once when calculating the thresholds.

Art. 74 Valuation of assets under management

I The value of the assets under management must be determined for each collective
investment scheme managed on the basis of the legal provisions applying in the state
of domicile of the collective investment scheme as well as any valuation rules set
down in the relevant documents of the collective investment scheme.

2 The conversion amount for the overall exposure arising from leverage financing is
calculated in accordance with commitment approach II.

3 The capital commitments in accordance with Article 15 paragraph 1 letter d
CISO20 are calculated as the sum of all amounts that the collective investment
scheme / its fund management company can call from investors on the basis of
binding commitments.

4 The nominal value of a collective investment scheme in accordance with Article 15
paragraph 1 letter d CISO is the sum of the capital commitments less the repayments
already made to investors.

Section 2 Professional Indemnity Insurance
(Art. 21 para. 3 let. b CISO21)

Art. 75 Requirements

! Professional indemnity insurance for asset managers of collective investment
schemes in accordance with Article 21 paragraph 3 letter b CISO22 must meet the
following requirements:
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a. It must be taken out with an insurance company within the meaning of the
Insurance Supervision Act of 17 December 200423,

b. The term must be at least one year.
c.  The notice period must be at least 90 days.

d. Asa minimum, the professional indemnity risks set out in Article 76 must be
covered.

2 Insurance coverage for an individual claim must correspond to at least 0.7 percent
of the total assets of the collective investment schemes managed by the asset manag-
er of collective investment schemes.

3 Insurance coverage for all claims in a year must correspond to at least 0.9 percent
of the total assets of the collective investment schemes managed by the asset manag-
er of collective investment schemes.

4 The requirements with regard to professional indemnity insurance must be com-
plied with at all times.

Art. 76 Professional indemnity risks

I The professional indemnity insurance pursuant to Article 21 paragraph 3 letter b
CISO?4 must cover the risk of loss or damage caused by the negligent performance
of activities for which the asset manager of collective investment schemes is legally
responsible.

2 The professional indemnity risks pursuant to paragraph 1 include, inter alia:

a. the risk of the loss of documentary evidence proving the collective invest-
ment scheme’s ownership of assets under management;

b. the risk of misrepresentations or misleading statements to the collective in-
vestment scheme managed or its investors;

c. the risk of conduct that violates:
1. statutory and contractual obligations,

2. duties of loyalty, due diligence and disclosure to the collective invest-
ment scheme managed and its investors,

3. provisions of the asset management agreement relating to the collective
investment scheme, the fund contract or the articles of association of
the collective investment scheme;

d. the risk that appropriate processes for preventing dishonest, fraudulent or
malicious actions are not established, implemented or maintained;

the risk of assets not being valued in accordance with the rules;

the risk of losses due to an interruption of business, system outages or a fail-
ure of transaction processing or process management.

23 SR 961.01
24 SR 951.311
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Chapter 5  Custodian Bank
(Art. 14,72 f. CISA; Art. 1024 et seq. CISO25)

Art. 77 Organisation

1 The custodian bank shall ensure that its premises, staff and functions are independ-
ent of the fund management company or SICAV.

2 Where tasks are delegated to the custodian bank by the fund management company
or the SICAV, measures must be put in place to ensure that no conflicts of interest
arise. Managerial independence between the delegating fund management company
or SICAV and/or its agents, on the one hand, and those entrusted with the tasks of
the custodian bank in accordance with Article 73 CISA must be ensured. Where
conflicts of interest are unavoidable, they must be disclosed to the investors.

3 Those entrusted with the tasks of the custodian bank in accordance with Article 73
CISA may not simultaneously perform tasks delegated by the fund management
company or SICAV.

Art. 78 Control function

I'In order to carry out its control tasks in accordance with Article 73 paragraph 3
letters a and b CISA, the custodian bank shall assess the risks in connection with the
nature, scope and complexity of the strategy of the collective investment scheme in
order to develop control processes that are appropriate to the collective investment
scheme and the assets in which it invests.

2 The custodian bank shall issue appropriate internal guidelines to this effect setting
out, as a minimum:

a. how it organises its control function, in particular what roles there are and
who is responsible for what;

b. the control processes in accordance with which the controls, including those
carried out when transferring safekeeping to a third-party custodian or col-
lective securities depository within the meaning of Article 105a CISO26, are
to be carried out;

c. the control plan and the control processes, in particular the methods, data
basis and frequency of controls;

d. the escalation processes that are triggered when irregularities are identified,
in particular the process steps, deadlines, contacts with the fund management
company or SICAV and other relevant parties, procedures for defining
measures and duties of disclosure;

e. the custodian bank’s reporting on its control activities to the governing bod-
ies, in particular the frequency, form and content thereof as well as any fur-
ther addressees.

25 SR 951.311
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3 In respect of the fund management company, the custodian bank has the right and
duty to intervene to prevent investments that are not permitted. If, in the exercise of
its control function, it becomes aware of such investments, it shall restore compli-
ance with the law by, for example, arranging for the investments to be reversed.

Title 3
Accounting, Valuation, Financial Statements and Duty to Publish

Chapter 1  Accounting
Section 1 General Provisions

Art. 79 Principles
(Arts. 87 and 91 CISA)

I Unless the CISA and this Ordinance provide otherwise, the provisions set out in
the Code of Obligations2? (CO) in accordance with Article 87 CISA apply in respect
of accounting.

2 Accounting must comply with the statutory requirements for the annual and semi-
annual reports (Art. 89 et seq. CISA) and be conducted in such a way that the ac-
counts provide a true and fair view of the financial situation and income.

3 Transactions, including off-balance-sheet transactions, must be recognised imme-
diately after conclusion of the contract. Concluded transactions that have not yet
been executed must be accounted for by using the closing date principle.

4 The accounting must take account of the tax law requirements.

Art. 80 Unit of account
(Arts. 26 para. 1, 108 CISA; Art. 354 para. 1 let. o CISO28)

I A foreign currency may be designated as the unit of account for:
a. an investment fund or its sub-funds in the fund regulations;
b. the sub-funds of a SICAV in the investment regulations;
c. alimited partnership for collective investment in the partnership agreement.

2In its investment regulations, a SICAV must also specify the currency which will
serve as the unit of account for the overall accounts (Art. 98), as well as the conver-
sion process.

3 If a foreign currency is used in accounting, the values must not also be given in the
local currency.

27 SR 220
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Section 2 Open-Ended Collective Investment Schemes

Art. 81 Sub-funds and unit classes
(Arts. 92-94 CISA; Arts. 112 and 113 CISO?)

I'In the case of collective investment schemes which include sub-funds, the provi-
sions of this title apply to each individual sub-fund.

2 The sub-funds must be presented separately in the annual and semi-annual reports.
3 The accounting year ends on the same date for all sub-funds.

4 In the case of unit classes, the net asset value must be disclosed for each class.

Art. 82 Control of units and unit certificates
(Arts. 11 and 73 para. 1 CISA)

I The custodian bank shall record the issue and redemption of units, including frac-
tions thereof, on a continuous basis. It shall record the following details:

a. the date of issue or redemption;
b. the number of units issued or redeemed;
c. the gross amount paid by the investor or net payment made to the investor;
d. the fees and incidental costs in relation to the issue or redemption;
e. the amount credited or debited to the collective investment scheme;
f.  the net asset value of the unit.
2 In the case of registered units, the identity of the investor must also be recorded.

3 The custodian bank shall record the issue and redemption of unit certificates sepa-
rately.

Art. 83 Real estate funds
(Arts. 59 para. 1 let. b, 83 CISA; Arts. 86 para. 3 let. b and 93 CISO3%)

I The real estate fund and real estate companies owned by it must close their ac-
counts on the same day. FINMA may grant exemptions provided consolidated
financial statements are produced.

2 The calculation of the net asset value must take account of taxes (income and real
estate gains tax and, if applicable, real estate transfer tax) incurred in connection
with any liquidation of the real estate fund.

3 Depreciation of buildings, including fixtures, may be charged to the profit and loss
account provided it is economically reasonable.

29 SR 951.311
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Chapter 2 Valuation
Section 1 General Provisions

Art. 84 Investments
(Arts. 88 and 89 para. 2 CISA)

! Investments are valued at market value (Art. 88 CISA).
21n the notes to the statement of net assets, or balance sheet and profit and loss

account (Arts. 94 and 95), the investments are to be summarised in a table according
to the following three valuation categories:

a. trading of investments listed in a stock exchange or in another regulated
market open to the public and valued according to the prices in the primary
market (Art. 88 para 1 CISA);

b. investments that are not priced according to let. a whose value is based on
market-observed parameters;

c. investments whose value cannot be based on market-observed parameters
and are valued with suitable valuation models taking account of the current
market circumstances.

Art. 85 Private equity
(Arts. 88 para. 2 and 108 CISA)

I Private equity investments are valued in accordance with recognised international
standards, provided the valuation is not governed by this Ordinance.

2 The standards applied must be described in detail in the prospectus or regulations.

Art. 86 Real estate fund
(Arts. 88 and 90 CISA)

Buildings under construction must be recognised at market price in the statement of
net assets. The fund management or SICAV provides an estimation of buildings
under construction recognised at market price at the closing of the financial year.

Section 2 Open-Ended Collective Investment Schemes
(Art. 88 para. 2 CISA)

Art. 87

I The tangible and intangible assets of the company shareholders of a SICAV must
be valued at acquisition or production cost less any economically necessary depreci-
ation.
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2 The valuation principles for the tangible and intangible assets must be disclosed
under additional information. If they are amended, the restated data for the previous
year must also be disclosed for information purposes.

3 The other assets of a SICAV shall be valued in accordance with Articles 84 to 86.

Section 3 Closed-Ended Collective Investment Schemes

Art. 88 Limited partnership for collective investment
(Arts. 88 para. 2 and 108 CISA)

Articles 84-87 apply mutatis mutandis to the valuation process.

Art. 89 Investment company with fixed capital (SICAF)
(Art. 117 CISA)

I The valuation methods applied to prepare the single entity financial statements
(Art. 109 para. 1) shall be in accordance with the provisions of accounting. In addi-
tion, the market values of the investments must be indicated for information purpos-
es.

2 The valuation methods applied to prepare the consolidated financial statements
(Art. 109 para. 2) are as stipulated in the ordinance in accordance with international-
ly recognised accounting standards of 21 November 201231 (VASR).

Chapter 3  General Provisions on Accountability

Art. 90 Private equity
(Arts. 88, 108 CISA)

I The valuation methods applied (Art. 85) must be disclosed in the annual and semi-
annual reports.

2 If an investment is recognised below cost, this fact must be disclosed.

3 In the case of collective investment schemes which can invest more than 10 per-
cent of their assets in private equity, the following minimum information on the
individual private equity investments, classified by type and phase of development,
must be provided if they account for more than 2 percent of the assets of the collec-
tive investment scheme:

a. description of the investment (name, registered office, purpose, capital stock
and equity stake);

b. description of the business activity and any significant developments;
information on the board of directors and executive board;

categorisation by development phase (such as seed, early stage or buyout);

31 SR 221.432
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e. scope of commitments entered into.

Art. 91 Subsidiary companies
(Art. 90 para. 1 CISA; Art. 68 CISO32)

I If subsidiary companies are used to implement the investment policy, a transparent
substance-over-form approach must be applied to the accounts (such as in the state-
ment of net assets, or the balance sheet and profit and loss account, inventory, buy
and sell transactions).

2The companies must be consolidated in accordance with a VASR33 standard.
Therefore, the accounting principles applied to them must be for consolidation
purposes.

Chapter 4
Accounting for Open-Ended Collective Investment Schemes

Section 1 Annual Accounts

Art. 92 SICAVs
(Art. 36 para. 1b CISA; Arts. 68, 70, 86 and 99 CISO*)

I The annual accounts of a SICAV comprise the annual accounts relating to the
individual pools of investor assets (sub-funds) and the annual accounts relating to
the shareholders’ assets, and the overall accounts of the SICAV.

2 The annual accounts disclose the permitted investments pursuant to Articles 70, 86
and 99 CISO in respect of the investors' assets.

3 In respect of the shareholders' assets, the annual accounts disclose the following:

a. permitted investments within the meaning of paragraph 2 and the movable,
immovable and intangible assets essential for immediate business operations
of the SICAV;

b. the permitted liabilities.

4 Short-term liabilities and liabilities secured by mortgage, entered into in connec-
tion with the SICAV's immediate business operations, are permitted.

5 The annual accounts relating to one or more selected pools of investor assets may
only be published together with the overall accounts of the SICAV.

6 The annual accounts form part of the annual report, which replace the business
report under the CO35. A management report and a cash flow statement are not
required.
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Art. 93 Minimum breakdown of statement of net assets, or the balance sheet
and profit and loss account for investment funds and SICAVs
(Art. 91 CISA)
The statement of net assets, or the balance sheet and profit and loss account for
investment funds and sub-funds must be published in the annual and semi-annual
reports, whereby a minimum breakdown under Articles 67-71 must be ensured.

Art. 94 Securities funds
(Arts. 53-57 and 89 CISA; Arts. 70-85 CISO36)

For securities funds, the statement of net assets, or the balance sheet and profit and
loss account, have the minimum structure set out in Annex 2.

Art. 95 Real estate funds

(Arts. 58-57 and 67 CISA; Arts. 86-98 CISO37)
For real estate funds, the statement of net assets, or the balance sheet and profit and
loss account, have the minimum structure set out in Annex 3.

Art. 96 Other funds
(Arts. 68-71 and 89 CISA; Arts. 99-102 CISO3)

The provisions on the minimum breakdown for securities funds (Art. 67) apply
mutatis mutandis to other funds. They also include the investments permitted for
other funds.

Art. 97 Minimum breakdown of balance sheet and profit and loss account
relating to the shareholders’ assets
(Art. 53 et seq. CISA; Art. 68 CISO3%)

1 The shareholders’ assets must be broken down into:
a. investments;
b. business assets.
2 For the breakdown of investments, Articles 94-96 apply.

3 For the breakdown of the business assets, Articles 959 and 959a CO*0 apply muta-
tis mutandis.

4 For the notes, Article 959¢ CO apply mutatis mutandis. In addition, the valuation
principles for the tangible and intangible assets of the company shareholders must be
disclosed. The notes must also provide information on the risk assessment process.
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5 Company shareholders and shareholder associations with aligned voting rights
holding 5 percent or more of the shares must be listed in the annual report as fol-
lows:

a. name or company;
b. place of residence or domicile;

c. percentage of shares held.

Art. 98 Overall accounts of a SICAV

(Art. 91 CISA)
I The overall accounts of a SICAV consist of the balance sheet, profit and loss
account and the notes pursuant to the CO#4! and include the investors' assets and the
shareholders' assets.

2 For the purpose of preparing the balance sheet and profit and loss account, the
positions constituting the investors' assets must be aggregated. Classification is in
accordance with Articles 94-96.

3 The shareholders’ assets must be disclosed separately in the balance sheet and
profit and loss account. Items are broken down mutatis mutandis in accordance with
Atrticles 94-96 in the case of investments, and Article 959, 959a and 9595 CO in the
case of business assets.

4 The overall accounts of a SICAV must be structured into investors' assets, the
shareholders' assets and the overall assets of the SICAV.

5 The information stated in Article 97 paragraph 5 must also be disclosed in the
overall financial statement.

Section 2 Further Information

Art. 99 Inventory of the collective investment scheme
(Art. 89 para. 1 let. ¢ CISA)

I' As a minimum, the inventory must be broken down by type of investment such as
securities, bank credit balances, money market instruments, derivative financial
instruments, precious metals and commodities and, within such types of investment,
in accordance with the investment policy by industry, geographical location, type of
security (Annex 2 let. 1.4) and currencies.

2 The total amount and the percentage of the overall assets of the collective invest-
ment scheme must be indicated for each group or subgroup.

3 The share in the overall assets of the collective investment scheme must be indicat-
ed for each individual value disclosed in the inventory.

4 Securities must also be broken down as follows:

41 SR 220
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a. traded on an official stock exchange;

b. traded on another regulated market open to the public;

c. asdefined in Article 70 paragraph 3 CISO42;

d. asdefined in Article 71 paragraph 2 CISO;

e. securities that do not correspond to categories a—d above.

5 The valuation category must be indicated for each value recognised in the invento-
ry in accordance with Article 84 paragraph 2.

6 In relation to the securities listed in paragraph 3, only the subtotal per category
need be indicated and each item denoted accordingly.

Art. 100 Inventory of real estate funds
(Art. 89 para. 1 let. ¢ and 90 CISA)

I As a minimum, the inventory must be broken down into:
a. residential buildings;
b. commercially used properties;
mixed-use properties;

d. building land, including properties for demolition, and buildings under con-
struction;

e. units in other real estate funds and real estate investment companies;
f.  mortgages and other advances secured by mortgage.

2 For property in buildings with development rights and condominiums, the circum-
stances for each property and the total for each item in paragraph 1 letters a—d are to
be indicated in the inventory.

3 The inventory must include information on each item of land and buildings:
a. address;
b. purchase price;
c. estimated market value;
d. gross income generated.

4 Any investments in short-term fixed-interest securities, real estate certificates or
derivatives must also be disclosed.

5 Any mortgages and other liabilities secured by mortgage outstanding at the end of
the year, as well as loans and advances must be listed stating their interest terms and
maturity periods.

6 A list of the real estate companies owned must be published for each real estate
fund, including an indication of the equity stake (voting rights/capital).

42 SR 951.311
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7 The items in the inventory must be indicated in accordance with the three valuation
categories under Article 84 paragraph 2. If all the investment property have the same
valuation category, they can be put together and summarised under the total property
portfolio.

Art. 101 Itemisation of buy, sell and other transactions
(Art. 89 para. 1 let. e CISA)

I All changes in the composition of the collective investment scheme, in particular
buy, sell, off-balance-sheet exposures, bonus shares, subscription rights and splits,
must be disclosed in the annual report. The individual assets must be described in
precise terms.

2 In the case of real estate funds, each property acquired or sold must be listed indi-
vidually. The agreed price must be disclosed at the request of any investor.

3 In the case of real estate funds, transactions between collective investment schemes
which are managed by the same or an associated fund management company or
SICAYV must be disclosed separately.

4 Mortgages and advances secured by mortgage which have been granted over the
course of the financial year and redeemed prior to the end of that financial year must
be listed, including interest terms and maturity periods.

5 Mortgages and other liabilities secured by mortgage, as well as loans and advances
which have been taken up and repaid within the financial year, must be listed, in-
cluding interest terms and maturity periods, or summarised per category with an
average maturity period and an average interest rate.

Art. 102 Changes in the fund's net assets
(Art. 89 CISA)

I For each collective investment scheme, any changes in the fund's net assets must
be itemised and contain at least:

a. the fund's net assets at the beginning of the reporting year;
b. distributions;

c. balance from unit transactions;

d. overall net income;

e. the fund's net assets at the end of the reporting year.

2 The unit statistics for the reporting year must also be disclosed (Art. 89 para. 1 let.
b CISA).

Art. 103 Figures from previous years
(Art. 91 CISA)

I'In the annual and semi-annual reports, the previous year’s figures must also be
disclosed in the statement of net assets, or the balance sheet and profit and loss
account.
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2 The fund's net assets and the net asset value per unit for the past three reporting
years must also be itemised in the annual report. The key date shall be the last day of
the reporting year.

Section 3 Appropriation of Net Income and Distributions

Art. 104 Appropriation of net income
(Art. 89 para. 1 let. a CISA)

1 The appropriation of net income has the following minimum structure:
net income for the accounting year;

a.
b. capital gains generated during the accounting year intended for distribution;

c. capital gains from previous accounting years earmarked for distribution;
d. balance brought forward from the previous year;

e. netincome available for distribution;

f.  net income earmarked for distribution to investors;

g. net income retained for reinvestment;

h. balance brought forward to new account.

2 No reserves may be created.

Art. 105 Distributions
(Art. 91 CISA)

I Interim distributions of net income are only permitted if specified in the fund
regulations.

2 Capital gains may only be distributed if the following conditions are met:
a.  The fund regulations must provide for the distribution.
b.  The capital gains must be realised.
c.  They do not constitute interim distributions.

3 The distribution of capital gains is also permitted if there are capital losses from
previous years.

4 No share in profit may be disbursed.
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Section 4 Duty to Publish

Art. 106 Publication of issue and redemption prices, or of net asset value
(Arts. 26 para. 3, 79, 80, 83 para. 4 CISA; Art. 354 para. 1 let. 1 and 39 CISO*3)

I The issue and redemption price, or net asset value, must be published in the print
media or electronic platforms cited in the prospectus each time units are issued and
redeemed.

2 Prices for securities funds and other funds must also be published at least twice a
month.

3 Prices of the following collective investment schemes must be published at least
once a month:

a. real estate funds;

b. collective investment schemes for which the right to redeem at any time is
restricted pursuant to Article 109 paragraph 3 CISO.

4 The weeks and weekdays on which publication takes place pursuant to paragraphs
2 and 3 must be stated in the prospectus.

5 If the net asset value is published, it must be flagged «exclusive of commissiony.

Art. 107 Simplified prospectus for real estate funds
(Att. 76 CISA; Art. 107 CISO*)

I Collective investment schemes, or sub-funds thereof, which comprise several unit
classes, must disclose the information pursuant to Annex 2 point 3.3 CISO for each
unit class.

2 Collective investment schemes which comprise several sub-funds may publish a
separate simplified prospectus for each sub-fund. If all sub-funds are listed in one
simplified prospectus, the information pursuant to Annex 2 point 3.3 of the Collec-
tive Investment Schemes Ordinance must be disclosed individually for each sub-
fund.

3 Collective investment schemes or sub-funds comprising several unit classes shall
publish the information for all unit classes in the same simplified prospectus.

Chapter 5
Accounting for Closed-Ended Collective Investment Schemes
Art. 108 Limited partnership for collective investment

(Art. 108 CISA)

I Accounting shall be based on the provisions relating to open-ended collective
investment schemes mutatis mutandis.
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2 Participations which are held purely for investment purposes may not be consoli-
dated, irrespective of the percentage of votes and capital held in the company con-
cerned.

Art. 109 SICAFs
(Art. 117 CISA)

I The accounting methods applied to individual financial statements shall in princi-
ple be based on the provisions of the open-ended collective investment schemes.

2The duty to consolidate under the CO%5 is not applied. Consolidation may be
effected in accordance with a recognised VASR46 standard.

Title 4 Audits and Audit Reports
Chapter 1  Audits

Art. 110 Separation of financial and regulatory audits and scope of audits
(Art. 126 para. 2 CISA; Art. 24 FINMASA*7)

I Annual audits are separated into a financial audit and a regulatory audit.

2 The audit company shall conduct at least one interim audit of licensees, excepting
representatives, every year.

Art. 111 Financial audit
(Art. 126 paras. 5 and 6 CISA; Art. 137 CISO*)

! For a financial audit of collective investment schemes, the information is audited in
accordance with Articles 89 paragraph 1 letters a-h and 90 CISA.

2 The financial audit of fund management companies, asset managers of collective
investment schemes, general partners of a limited partnership for collective invest-
ment and representatives of foreign collective investment schemes is conducted in
accordance with Article 728 et seq. CO%9.

3 FINMA may allow exceptions for representatives of foreign collective investment
schemes.
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Art. 112 Regulatory audit
(Art. 126 paras. 1-4 CISA; Art. 24 FINMASAS; Arts. 2-8 FMAOS!)

I The regulatory audit comprises examine the licensee’s compliance with the regula-
tory provisions applied under Article 13 paragraph 2 letters a-d, f and h CISA in-
cluding collective investment schemes.

2 For audit scope is to include the general partner of a limited partnership for collec-
tive investment.

3 The regulatory audit also examines the prospectus, the information it provides for
investors and the simplified prospectus.

4 The regulatory audit may also include other information specified by FINMA.

Chapter 2 Audit Reports

Art. 113 Type of reports
(Art. 126 CISA,; Art. 24 FINMASAS2; Art. 137 CISO3; Arts. 9-12 FMAO)

I The audit company shall produce:

a. reports on the regulatory audit of the licensees and the collective investment
schemes, as well as the representatives of foreign collective investment
schemes not requiring authorisation (regulatory audit);

b. audit reports on the annual accounts audit under Article 126 paragraph 5
CISA (financial audit);

c. brief reports on the audits of collective investment schemes (financial audit).

Art. 114 Financial audit report
(Art. 126 para. 4 CISA; Art. 24 FINMASASS and Arts. 9-12-FMAO%6)

I The audit company shall produce the audit reports within six months of the close
of the accounting year. In individual cases, FINMA may make exceptions for this
deadline.

2 The audit reports on the fund management company also include the investment
funds which it manages. If the fund management company's accounting year does
not run concurrently with that of the investment funds, the funds' audit reports must
be produced on a quarterly basis in accordance with the deadlines pursuant to para-
graph 1 in addition to the audit report on the fund management company.

3 The audit reports for a limited partnership for collective investment also include
the general partner.
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4 The audit reports for licensees and investment funds are to be shown to the ulti-
mate management and those responsible for supervision and control. The audit
reports must be discussed at a meeting of such a governing body, and minutes there-
of shall be taken.

Art. 115 Financial audit
(Art. 126 paras. 5 and 6 CISA; Art. 137 CISO57)

I The provisions set out for regular audits under the Code of Obligations38 apply
mutatis mutandis to financial reports on a financial report.

2 The audit company produces short-form reports on a timely basis prior to the
publication of the annual reports. They must be signed by the responsible lead
auditor and an authorised signatory of the audit company.

3 Reports must be provided for each of the collective investment schemes with a
sub-fund.

Art. 116 Short-form report
(Art. 126 paras. 5-6 CISA; Art. 24 FINMASA>; Art. 137 CISO%; Arts 9-12 FMAOS!)

1 The brief report expresses an opinion on the adherence to the statutory, contractual
and regulatory provisions for the annual accounts, as well as the provisions laid
down in the articles of association, and on the audits of the information required by
Article 89 paragraph 1 letters a—h CISA, and additionally in the case of real estate
funds on those audits pursuant to Article 90 CISA.

2In relation to a SICAV or SICAF, the short-form report may also include the
reports of the statutory audit company pursuant to Article 728 CO.62

3 FINMA may declare a standard confirmation of the audit industry organisation to
be generally binding.

Title 5 Final and Transitional Provisions
Art. 117 Repeal of another decree

The FINMA Collective Investment Schemes Ordinance of 21 December 200693 is
repealed.
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Art. 118 Transitional provisions

I Licensees must submit fund contracts and investment regulations amended to
comply with this Ordinance to FINMA for approval by 1 January 2017.

2 From 1 January 2016 the fund management company and SICAV must:

a. comply with the provisions on collateral management pursuant to Articles
50-55. This also applies to their agents, mutatis mutandis;

b. comply with the requirements regarding measuring the risks of derivative
financial instruments;

c. disclose in their prospectuses the gross overall exposure arising from deriva-
tives and, when applying the relative VaR approach, the benchmark portfo-
lio in accordance with Article 49 paragraph 3.

3 Licensees in accordance with Article 13 paragraph 2 letters a, b and f CISA must,
from 1 January 2016, comply with the rules on risk management and risk control
pursuant to Articles 67-71 as well as the conditions for the use of derivatives set out
in Article 71.

4 Licensees in accordance with Article 13 paragraph 2 letters a, b, f and h CISA
must, from 1 January 2017:

a. list the delegated tasks as well as the principles governing the possibility of
further delegation in their corresponding organisational documents;

b. comply with the requirements of Article 66 paragraph 5 concerning delega-
tion abroad.

5 Custodian banks must, by 1 January 2016, have implemented internal guidelines in
accordance with Article 78.

6 The provisions on consolidated financial statements and on the information on
valuation categories of investments (Art. 84 para. 2) are to be complied with for the
first time in the financial year commencing on 1 January 2016 or within a year after
this date.

7 Buildings under construction must be valued at market value pursuant to Article 86
for the first time one year after this Ordinance enters into force.

8 The duties of disclosure in the annual financial statements in accordance with the
changes to the rules set out in Annexes 2 and 3 must be complied with for the first
time in the financial year beginning after 1 January 2016.

Art. 119 Commencement

This Ordinance comes into force on 1 January 2015.
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Annex 1
(Art. 35 para. 2)

Inclusion of derivatives / underlying equivalents

1. In principle, underlying equivalents are determined in accordance with the fol-
lowing, non-exhaustive list of derivatives. The following points apply in general:

1.1

1.2

1.3

The reference currency of the securities fund must be used on the basis of
the current exchange rates.

In the case of a currency derivative consisting of two contract legs where
both are not required to be fulfilled in the reference currency of the securities
fund, both contract legs must be included.

If delta is not calculated, a delta of one must be employed.

2. Basic types of derivatives are, specifically:

2.1
2.1.1

2.1.2
2.1.3
2.14

2.1.5
2.2
221

222

223
224
225
2.2.6

227

23
23.1
232

Futures:

Bond future: number of contracts x contract size x market value of the
cheapest deliverable reference bond

Interest rate future: number of contracts x contract size
Currency future: number of contracts x contract size

Equity future: number of contracts x contract size x market price of the
underlying share

Index future: number of contracts x contract size x index level
Options (buy/sell position; call/put options):

Bond option: number of contracts X contract size x market price of the
underlying bond x delta

Equity option: number of contracts x contract size x market price of the
underlying share x delta

Interest rate option: contract value x delta
Currency option: contract value of the currency leg(s) x delta
Index option: number of contracts x contract size x index level x delta

Options on futures: number of contracts X contract size x market value of the
underlying x delta

Warrants and subscription rights: number of shares/bonds x market value of
the underlying x delta

Swaps:
Interest rate swaps: contract value

Currency swaps: nominal value of currency leg(s)
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233
234
235

2.3.7

24
24.1
242

Cross-currency interest rate swaps: nominal value of currency leg(s)
Total return swap: market value of the underlying asset

Complex total return swap: cumulative market value of both legs of the total
return swap

Single name credit default swaps:

a.  Protection seller: the higher of the market value of the underlying asset
or the nominal value of the credit default swap

b. Protection buyer: market value of the underlying asset

Contracts for differences: number of shares/bonds x market value of the
underlying asset

Forwards:
FX forwards: nominal value of currency leg(s)

Forward rate agreements: nominal value

2.5 Leveraged exposure to indices or indices with embedded leverage:

In the case of derivatives providing leveraged exposure to an underlying index, or
indices that embed leveraged exposure, the conversion amounts of the corresponding
assets must also be determined and included in the calculation.

3. Financial instruments with a derivative component are, specifically:

3.1

32
33

34

Convertible bonds: number of underlying assets x market value of the under-
lying assets x delta

Credit linked notes: market value of the underlying asset

Partially paid securities: number of shares/bonds x market value of the
underlying assets

Warrants and subscription rights: number of shares/bonds x market value of
the underlying x delta

4. Barrier options

Number of contracts x contract size x market price of the underlying asset x delta
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Annex 2
(Art. 94)

Minimum structure of the statement of net assets / balance sheet
and profit and loss account of securities funds

1. Statement of net assets and balance sheet

1.1

1.1.1
1.1.2
1.2
1.3
1.4

1.4.1
1.4.2
1.4.3
1.4.4
1.5
1.6
1.7
1.8
1.9
1.10
1.11
1.12
1.13
1.14

Due from banks, including fiduciary deposits with third-party banks, broken
down into:

Sight deposits

Time deposits

Money market instruments

Claims from repurchase agreements

Securities, including those on loan and under repurchase agreements, broken
down into:

Bonds, convertible bonds, warrant bonds and other debt securities and rights
Structured products

Shares and other equity securities and rights
Units in other collective investment schemes
Other investments

Derivative financial instruments

Other assets

Total fund assets, less

Liabilities from repurchase agreements
Loans

Other liabilities

Net fund assets

Number of units outstanding

Net asset value per unit

2. Profit and loss account

2.1
2.2
23
24
2.5

Income from bank assets

Income from money market instruments
Income from reverse repos

Income from securities lending

Income from securities, broken down by:
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2.5.1 Bonds, convertible bonds, warrant bonds and other debt securities and rights

2.5.2  Structured products

2.5.3 Shares and other equity securities and rights, including income from bonus
shares

2.5.4  Units of other collective investment schemes

2.6 Income from other investments

2.7 Other income

2.8 Current net income paid in on issued units

2.9 Total income less:

2.10  Interest paid

2.11  Auditing expenses

2.12  Remunerations to the following in accordance with the fund regulations:

2.12.1 The fund management company

2.12.2 The company shareholders

2.12.3 The custodian bank

2.12.4 The asset manager

2.12.5 Other third parties

2.13  Other expenses

2.14  Current net income paid out on redeemed units

2.15  Net income

2.16  Realised capital gains and losses

2.17  Realised net income

2.18  Unrealised capital gains and losses

2.19  Total net income

3. Notes

3.1 Derivatives:

3.1.1 Ifapplying commitment approach I:
as amount and as a percentage of net fund assets
a. Total exposure-increasing positions (underlying equivalent)
b. Total exposure-reducing positions (underlying equivalent)

3.1.2 Ifapplying commitment approach II:
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3.13

3.14
32

33

34
35
351

352

353
3.6
3.7
3.8

3.9

3.10

c. Commitment arising from securities lending and repurchase agreements

If applying the model approach:

a.  Value-at-risk limit on closing date as a percentage of the fund’s net as-
sets

Value-at-risk on closing date as a percentage of the fund’s net assets
Value-at-risk (average as a percentage of the fund’s net assets)
Back-testing: number of outliers

o a0 o

Gross overall exposure arising from derivatives
Identity of contracting partners for OTC transactions

Security, issuer, number / nominal value of the securities lent as at the bal-
ance sheet date

Security, issuer, number / nominal value of the securities under repurchase
agreement as at the balance sheet date

Balance of account for income retained for reinvestment
Information on expenses:

Information on actual rates of remuneration if maximum rates are indicated
in the fund regulations

Indication and explanation of performance in accordance with industry
standards

Total expense ratio (TER) in accordance with industry standards
Information concerning soft commission agreements
Principles applied to value and calculate the net asset value

Direct and indirect operating expenses arising from securities lending and
repurchase agreements as well as the borrowers, counterparties and interme-
diaries involved

For index-replicating collective investment schemes: information on the
level of the tracking error

Nature and amount of collateral received
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Annex 3
(Art. 95)

Minimum structure of the statement of net assets / balance sheet
and profit and loss account of real estate funds

1. Statement of net assets and balance sheet

1.1

1.2
1.3
1.3.1
132
1.4
1.4.1
142
143
144

1.4.5
1.4.6
1.5
1.6
1.7
1.8
1.8.1

1.8.2
1.83
1.9

1.9.1

1.9.2
1.93
1.10

Cash on hand, postal check and bank sight deposits, including fiduciary
deposits with third-party banks

Bank time deposits, including fiduciary investments with third-party banks
Short-term fixed-income securities, broken down into:

Collateral for construction projects (Art. 90 CISO%4)

Other (Art. 89 CISO)

Real estate, broken down into:

Residential property

Commercial property

Mixed-use property

Building land, including properties for demolition, and buildings under
construction

Mortgages and other advances secured by mortgage

Units in other real estate funds and real estate investment companies
Derivative financial instruments

Other assets

Total fund assets, less:

Short-term liabilities, broken down into:

Short-term interest-bearing mortgages and other liabilities secured by mort-
gage

Short-term loans and advances subject to interest

Short-term other liabilities

Long-term liabilities, broken down into:

Long-term mortgages subject to interest and other liabilities secured by
mortgage

Long-term loans and advances subject to interest
Long-term other liabilities

Units of minority shareholders in real estate companies

64 SR 951.311
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1.11
1.12
1.13
1.14
1.15

Net fund assets before estimated liquidation taxes
Estimated liquidation taxes

Net fund assets

Number of units outstanding

Net asset value per unit

2. Profit and loss account

2.1
2.2
23
24
2.5
2.6
2.7
2.8
2.9
2.10
2.11
2.11.1
2.11.2
2.12
2.13
2.14
2.15
2.15.1
2.15.2
2.15.3
2.154
2.15.5
2.16
2.17
2.18
2.19
2.20

Income from bank and postal accounts

Income from short-term, fixed-interest securities

Rental income (gross income received)

Capitalised interest on building loans

Other income

Current net income paid in on issued units

Total income less:

Mortgage interest and interest from liabilities secured by mortgage
Other interest paid

Repairs and maintenance

Property management, broken down into:

Property expenses

General and administrative expenses

Appraisals and auditing expenses

Depreciation of land and buildings

Provisions for future repairs

Remunerations to the following in accordance with the fund regulations:
The fund management company

The company shareholders

The custodian bank

The real estate manager

Other third parties

Other expenses

Current net income paid out on redeemed units

Interests of minority shareholders in real estate companies
Net income

Realised capital gains and losses
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221  Realised net income

2.22  Unrealised capital gains and losses including liquidation taxes

2.23  Total net income

3. Notes

3.1 Balance of depreciation account for land and buildings

32 Balance of provisions account for future repairs

33 Balance of account for income retained for reinvestment

34 Number of units scheduled for redemption at the end of the next accounting
year

3.5 Ratios in accordance with industry standards:

3.6.1 Rent default rate

3.6.2 Borrowing ratio

3.6.3 Dividend yield

3.6.4 Pay-out ratio

3.6.5 Operating profit margin

3.6.6 Fund operating expense ratio

3.6.7 Return on equity

3.6.8 Premium or discount

3.6.9 Performance

3.6.10 Investment return

3.7 Information on derivatives (Annex 2 is applicable, mutatis mutandis)

3.8 Principles for the valuation of fund assets (method of estimation and quanti-
tative information on the assumptions in the estimation model) and calcula-
tion of the net asset value

39 Information on actual rates of remuneration if maximum rates are indicated
in the fund regulations

3.10  Total amount of contractual payment obligations after the balance sheet date
for property purchases, construction orders and investments in property.

3.11 Long-term liabilities, broken down into maturing within one to five years,
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