UCITS IV DIRECTIVE INSTRUMENT 2011

Powers exercised

FSA 2011/39

A. The Financial Services Authority makes this instrument in the exercise of the powers
and related provisions in or under:
1) the following sections of the Financial Services and Markets Act 2000 (“the
Act”):
@ section 138 (General rule-making power);
(b) section 139(4) (Miscellaneous ancillary matters);
(© section 145 (Financial promotion rules);
(d) section 156 (General supplementary powers);
(e) section 157(1) (Guidance);
()] section 213 (The compensation scheme);
(09) section 214 (General);
(h) section 226 (Compulsory jurisdiction);
Q) section 247 (Trust scheme rules);
{)) section 340 (Appointment); and
(K) section 395 (The Authority’s procedures);
2 paragraph 13(4) (Authority’s procedural rules) of Schedule 17 (The
Ombudsman Scheme) to the Act;
3) regulation 6(1) (FSA rules) of the Open-Ended Investment Companies
Regulations 2001 (S12001/1228); and
4) the other powers listed in Schedule 4 (Powers exercised) to the General
Provisions of the Handbook.
B. The rule-making powers referred to above are specified for the purpose of section
153(2) (Rule-making instruments) of the Act.
Commencement
C. This instrument comes into force on 1 July 2011.

Amendments to the Handbook

D.

The modules of the FSA’s Handbook of rules and guidance listed in column (1) below
are amended in accordance with the Annexes to this instrument listed in column (2)

below.

1) (2)
Glossary of definitions Annex A
Senior Management Arrangements, Systems and Controls sourcebook Annex B
(SYSC)
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General Provisions (GEN) Annex C
General Prudential sourcebook (GENPRU) Annex D
Prudential sourcebook for UCITS Firms (UPRU) Annex E
Conduct of Business sourcebook (COBS) Annex F
Supervision manual (SUP) Annex G
Decision Procedure and Penalties manual (DEPP) Annex H
Dispute Resolution: Complaints sourcebook (DISP) Annex |

Compensation sourcebook (COMP) Annex J

Collective Investment Schemes sourcebook (COLL) Annex K
Regulated Covered Bonds Specialist sourcebook (RCB) Annex L
Disclosure Rules and Transparency Rules sourcebook (DTR) Annex M

Material outside the Handbook

E. The Perimeter Guidance manual (PERG) is amended in accordance with Annex N to
this instrument.

Notes

F. In the Annexes to this instrument, the “notes” (indicated by “Note:”) are included for
the convenience of readers but do not form part of the legislative text.

Citation

G. This instrument may be cited as the UCITS IV Directive Instrument 2011.

By order of the Board
1 July 2011

Page 2 of 257




FSA 2011/39

Annex A
Amendments to the Glossary of definitions

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

Insert the following new definitions in the appropriate alphabetical position. The text is not
underlined.

AFM authorised fund manager.
collective portfolio in relation to a management company, the activity of management
management of UCITS schemes, EEA UCITS schemes or other collective

investment undertakings not covered by the UCITS Directive that
the firm is permitted to carry on in accordance with article 6(2) of
the UCITS Directive. This includes the functions mentioned in
Annex Il to that directive.

counterparty risk (in COLL and in accordance with article 3(7) of the UCITS
implementing Directive) the risk of loss for a UCITS resulting from
the fact that the counterparty to a transaction may default on its
obligations prior to the final settlement of the transaction’s cash
flow.

cross-border UCITS (in COLL and in accordance with article 2(1)(q) of the UCITS
merger Directive) a UCITS merger of two or more UCITS:

@ at least two of which are established in different EEA States;
or

(b) established in the same EEA State into a newly constituted
UCITS established in another EEA State;

but at least one of which is established in the United Kingdom.

domestic UCITS (in COLL and in accordance with article 2(1)(r) of the UCITS

merger Directive) a UCITS merger between two or more UCITS schemes in
relation to which a UCITS marketing notification has been made in
respect of at least one of the relevant schemes.

EEA key investor a document that:
information document
@ relates to an EEA UCITS scheme;
(b) Complies with the requirements of the K1l Regulation; and

(© is provided in a language stipulated by article 94(1)(b) of the
UCITS Directive.

EEA UCITS scheme a collective investment scheme established in accordance with the
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feeder UCITS

fund application rules

key investor
information

key investor
information document

K1l Regulation

master-feeder
agreement

master UCITS

merging UCITS
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UCITS Directive in an EEA State other than the United Kingdom.
(in accordance with article 58(1) of the UCITS Directive):

@) a UCITS scheme or a sub-fund of a UCITS scheme which
has been approved by the FSA; or

(b) an EEA UCITS scheme or a sub-fund of an EEA UCITS
scheme which has been approved by the competent authority
of the UCITS Home State;

to invest at least 85% of its assets in the units of a single master
UCITS.

(in COLL and SUP) the rules set out in COLL 12.3.5R (COLL fund
rules under the management company passport: the fund application
rules) that relate to the constitution and functioning of a UCITS
scheme and that an EEA UCITS management company must comply
with when acting as the operator of the UCITS scheme, whether
from a branch in the United Kingdom or under the freedom to
provide cross border services, as required by article 19(3) of the
UCITS Directive.

key information for investors on the essential elements of a UCITS
scheme or EEA UCITS scheme, as detailed in article 78 of the
UCITS Directive and in the KII Regulation.

a short document containing key investor information for investors
on the essential elements of a UCITS scheme, as detailed in COLL
4.7.2R (Key investor information).

Commission Regulation (EU) No 583/2010, specifying the form
and contents of key investor information, the text of which is
reproduced in COLL Appendix 1EU.

(in COLL) a written agreement between the management company
of a master UCITS and the management company of a feeder
UCITS in accordance with COLL 11.3.2R(1) (Master-feeder
agreement and internal conduct of business rules).

(in accordance with article 58(3) of the UCITS Directive) a UCITS
scheme, an EEA UCITS scheme or a sub-fund of such a scheme
where:

€)) at least one of its unitholders is a feeder UCITS;
(b) it is not itself a feeder UCITS; and
(c) it does not hold units of a feeder UCITS.

(in COLL) in relation to a UCITS merger, the UCITS scheme, EEA
UCITS scheme or sub-fund of such a scheme, that under the
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management company
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receiving UCITS
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UCITS

UCITS Home State

UCITS implementing
Directive

UCITS implementing
Directive No 2
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proposed arrangements will be transferring all its assets and
liabilities to the receiving UCITS.

(in COLL) a direct or indirect holding in a management company
which represents 10% or more of the capital or of the voting rights
or which makes it possible to exercise a significant influence over
the management of the company in which that holding subsists; and
for this purpose the voting rights referred to in articles 9 and 10 of
the Transparency Directive must be taken into account.

(in COLL and in accordance with article 2(1) of the UCITS
implementing Directive No 2) means a significant modification of
the composition of the scheme property of a UCITS scheme or the
portfolio of an EEA UCITS scheme.

(in COLL) in relation to a UCITS merger, the UCITS scheme or
EEA UCITS scheme or sub-fund of that scheme, whether it is an
existing scheme (or a sub-fund of it) or one that is being formed for
the purpose of that merger, which under the proposed arrangements
will be receiving the assets and liabilities of one or more merging
UCITS.

(in COLL and in accordance with article 40(2)(d) of the UCITS
implementing Directive) a documented system of internal limits
concerning the measures used by a management company to
manage and control the relevant risks for each UCITS it manages,
taking into account all the risks which may be material to the
UCITS, as referred to in the second paragraph of article 38(1) of the
UCITS implementing Directive and ensuring consistency with the
UCITS risk profile.

(in COLL and in accordance with article 2(2) of the UCITS
implementing Directive No 2) a synthetic indicator within the
meaning of article 8 of the KII Regulation.

undertakings for collective investment in transferable securities that
are established in accordance with the UCITS Directive.

the Home State of a UCITS scheme or EEA UCITS scheme.

Commission Directive (2010/43/EU) of the European Parliament
and of the Council implementing Directive 2009/65/EC (UCITS 1V)
as regards certain provisions concerning organisational
requirements, conflicts of interest, conduct of business, risk
management and content of the agreement between a depositary and
a management company.

Commission Directive (2010/44/EU) of the European Parliament
and of the Council implementing Directive 2009/65/EC (UCITS V)
as regards certain provisions concerning fund mergers, master-
feeder structures and notification procedure.
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(in COLL) a notification in respect of a UCITS scheme, for the
purpose of marketing units in another EEA State, pursuant to:

(@)

(b)

paragraph 20B(5) (Notice of intention to market) of
Schedule 3 (EEA Passport Rights) to the Act; or

article 46 of the Council Directive of 20 December 1985 on
the co-ordination of laws, regulations and administrative
provisions relating to undertakings for collective investment
in transferable securities (UCITS) (No 85/611/EEC).

(in COLL and in accordance with article 2(1)(p) of the UCITS
Directive) a merger between one or more UCITS schemes or
between one or more UCITS schemes and EEA UCITS schemes
being an operation whereby:

(@)

(b)

(©

one or more merging UCITS, on being dissolved without
going into liquidation, transfers all of its assets and liabilities
to an existing receiving UCITS, in exchange for the issue to
its unitholders of units of the receiving UCITS and, if
applicable, a cash payment not exceeding 10% of the net
asset value of those units (a “merger by absorption”); or

two or more merging UCITS, on being dissolved without
going into liquidation, transfer all of its assets and liabilities
to a receiving UCITS which they form, in exchange for the
issue to their unitholders of units of the receiving UCITS
and, if applicable, a cash payment not exceeding 10% of the
net asset value of those units (a “merger by formation of a
new UCITS”); or

one or more merging UCITS, which continue to exist until
the liabilities have been discharged, transfer its net assets to
another receiving UCITS, and for this purpose the merging
UCITS and the receiving UCITS may be sub-funds of the
same UCITS (a “merger by scheme of arrangement”);

but at least one of which is established in the United Kingdom.

the Undertaking for Collective Investment in Transferable
Securities Regulations 2011 (SI1 2011/1613).

a management company that is established in the United Kingdom
and is authorised and regulated by the FSA.

a management company within the meaning of Article a2} 2(1)(b)
of the UCITS Directive, as well as an undertaking the registered
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office of which is outside the EEA and which would require
authorisation in accordance with Article 5(4) 6(1) of the UCITS
Directive if it had its registered office within the EEA.

class

)
client 1)
complaint

3)
control 1)

(in COLL):
(@) aparticular class of units of an authorised fund; or
(b) all of the units relating to a single sub-fund; or

(c) aparticular class of units relating to a single sub-fund;
or

(d) inrelation to an EEA UCITS scheme, any arrangement
equivalent to (a), (b) or (c).

(b) “client” includes:

(iliA)  any person to whom collective portfolio
management services are provided,
irrespective of whether or not it is authorised;

(in DISP 1.1, the complaints awareness rules only in relation
to collective portfolio management and the complaints
handling rules and the complaints record rule only in
relation to MiFID business and collective portfolio
management) any oral or written expression of
dissatisfaction, whether justified or not, from, or on behalf
of, a person about the provision of, or failure to provide, a
financial service, which alleges that the complainant has
suffered (or may suffer) financial loss, material distress or
material inconvenience.

(exceptin (2) and (2A)) ...
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(2A) (in relation to a management company carrying on collective
portfolio management) control as defined in articles 1 and 2
of the Seventh Council Directive 83/349/EEC (The Seventh
Company Law Directive).

3 (exceptin (2) and (2A)) ...
4) (exceptin (2) and (2A)) ...
5) (exceptin (2) and (2A)) ...

covered bond @ (in accordance with Article 22(4) 52(4) of the UCITS
Directive and except for the purposes of the IRB approach
or the standardised approach to credit risk) a bond that is
issued by a credit institution which has its registered office
in an EEA State and is subject by law to special public
supervision designed to protect bondholders and in
particular protection under which sums deriving from the
issue of the bond must be invested in conformity with the
law in assets which, during the whole period of validity of
the bond, are capable of covering claims attaching to the
bond and which, in the event of failure of the issuer, would
be used on a priority basis for the reimbursement of the
principal and payment of the accrued interest.

depositary (1) (exceptin LR):

(ca) (in relation to an EEA UCITS scheme) the person
fulfilling the function of a depositary in accordance
with article 2(1)(a) of the UCITS Directive;

durable medium @)

(b)

(in relation to MiFID or equivalent third country business or
collective portfolio management, if the relevant rule
implements the MiFID implementing Directive, the UCITS
Directive, the UCITS implementing Directive or the UCITS
implementing Directive No 2) the instrument must be:

[Note: article 2(f) and Recital 20 of the Distance Marketing
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Directive, article 2(12) of the Insurance Mediation
Directive, and articles 2(2), 3(1) and 3(3) of the MiFID
implementing Directive, articles 75(2) and 81(1) of the
UCITS Directive, article 20(3) of the UCITS implementing
Directive and article 7 of the UCITS implementing Directive
No 2

(in accordance with paragraph 5 of Schedule 3 to the Act (EEA
Passport Rights)) any of the following, if it does not have its
relevant office in the United Kingdom:

)] (from 13-February-2004 1 July 2011) a management
cempany management company {as-defined-inarticle-1(a)-of
the UCITS Directive which has beenauthorised under article

ot diraotive b tator

a marketing document which contains-information-abeutan-EEA
simplified-prospectus-scheme-and-meets the requirements of Article
28 of-the- JCITSDirective the UCITS Directive (No 85/611/EEC)
(as at 30 June 2011).

a-UCHFS scheme an EEA UCITS scheme which is a recognised

scheme under section 264 of the Act (Schemes constituted in other
EEA States) and which is permitted by the laws and regulations of
its Home State to market its units on the basis of an EEA simplified

prospectus.

any incoming EEA firm that is a management company.

the criteria set out in COBS 11.2.6R, that is:

(d) the characteristics of the execution venues to which that
order can be directed; and

(e) for a management company, the objectives, investment
policy and risks specific to the UCITS scheme or EEA
UCITS scheme, as indicated in its prospectus or instrument
constituting the scheme.
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for the purposes of the provisions relating to best execution in
COBS 11.2 and in COLL, execution venue means ...

(10)

(2)

(in relation to a UCITS): the EEA State in which the unit
trust, common fund or investment company is established
and authorised under article 5 of the UCITS Directive.

"“H'l'ega'd o aF UGI'I II S-constituted as al H.”I't I

(in relation to a UK firm or UCITS scheme) the FSA.

(in relation to an EEA UCITS scheme) the competent
authority of the EEA State in which the scheme is
authorised.

(in relation to the UCITS Directive) the EEA State, other
than the UCITS Home State, in which units of a UCITS are
marketed in accordance with a notification made under
article 93 of that directive.

(in relation to an EEA UCITS scheme which is a recognised
scheme) the FSA.

(in relation to a UCITS that is the subject of a notification in
accordance with article 93 of the UCITS Directive) the

competent authority of an EEA State (other than the United
Kingdom) in which units of the UCITS may be marketed to

the public.

Page 10 of 257



constituting the
scheme

key features scheme

liquidity risk

management company

manager

market risk

FSA 2011/39

(ba) (in relation to an EEA UCITS scheme) the fund rules or
instrument of incorporation of such a scheme;
(©) (in relation to a collective investment scheme other than an

authorised fund or an EEA UCITS scheme) any instrument
to which ...

a scheme that is not:

(@)

a simplifiedprospeetus UCITS scheme or an EEA UCITS

scheme;

(in COLL and in accordance with article 3(8) of the UCITS
implementing Directive) the risk that a position in a UCITS’
portfolio cannot be sold, liquidated or closed out at limited
cost in an adequately short timeframe and that the ability of
the scheme to comply at any time with COLL 6.2.16R (Sale
and redemption) or, in the case of an EEA UCITS scheme,
article 84(1) of the UCITS Directive is thereby

compromised.

(except in COLL) the risk that a firm, although solvent,
either does not have available sufficient financial resources
to enable it to meet its obligations as they fall due, or can
secure such resources only at excessive cost.

(in accordance with article 2(1)(b) of the UCITS Directive) a

company, the reqular business of which is the management of

UCITS in the form of unit trusts, common funds or investment

companies (collective portfolio management), including, where

permitted by its Home State requlator, the additional services

referred to in article 6(3) of that directive.

1)

(in relation to an AUT) the firm_including, if relevant, an
EEA UCITS management company, which is the manager of
the AUT in accordance with the trust deed.

(in COLL and in accordance with article 3(9) of the UCITS
implementing Directive) the risk of loss for a UCITS
resulting from fluctuation in the market value of positions in
the scheme’s portfolio attributable to changes in market
variables, such as interest rates, foreign exchange rates,
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non-directive firm

operational risk
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(©)

1)
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equity and commodity prices or an issuer’s credit
worthiness.

(except in COLL) (in relation to a firm) the risks that arise
from fluctuations in values of, or income from, assets or in
interest or exchange rates.

a UCITS investment firm (only when providing the services
referred to in Article 5(3) 6(3) of the UCITS Directive in
relation to the rules implementing the articles of MiFID
referred to in Article 5(4) 6(4) of that Directive);

a management company as defined in article 3a2 2(1)(b) of
the UCITS Directive, authorised under that directive;

(in COLL and in accordance with article 3(10) of the UCITS
implementing Directive) the risk of loss for a UCITS
resulting from inadequate internal processes and failures in
relation to the people and systems of the management
company or from external events, and it includes legal and
documentation risk and risk resulting from the trading,
settlement and valuation procedures operated on behalf of
the scheme.

(except in COLL) (in accordance with Article 4(22) of the
Banking Consolidation Directive) the risk of loss resulting
from inadequate or failed internal processes, people and
systems or from external events, including legal risk.

(except in FEES 1 and FEES 6) a firm or member other
than:

(@ (in accordance with section 213(10) of the Act (The
compensation scheme) and regulation 2 of the Electing
Participants Regulations (Persons not to be regarded
as relevant persons) an incoming EEA firm which is:

M a credit institution;

(i) a MiFID investment firm; or
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(i)  aYCHS-managementecompany; [deleted]
(iv) both (i) and (ii); or

(v) an IMD insurance intermediary or an IMD
reinsurance intermediary which is neither (i)
or (ii);

in relation to its passported activities, unless it has top-

up cover {and-in-the-case-efa-UCH S management
Conlyin relati I . forrod o]

(in accordance with section 213(10) of the Act (The
compensation scheme) and regulation 2 of the Electing
Participants Regulations (Persons not to be regarded
as relevant persons) an incoming EEA firm which is a
management company other than to the extent that it
carries on the following activities from a branch in the
United Kingdom or under the freedom to provide cross
border services:

~
QD
QD

[0)] collective portfolio management for a UCITS
scheme; or

(i)  managing investments (other than of a
collective investment scheme), advising on
investments or safequarding and administering
investments (the services referred to in article
6(3) of the UCITS Directive), but only if it has

top-up cover;

relevant person

(2) any of the following:

(d) anatural person who is directly involved in the
provision of services to the firm or its appointed
representative (or where applicable, tied agent) under
an outsourcing arrangement or (in the case of a
management company) a delegation arrangement to
third parties, for the purpose of the provision by the
firm of regulated activities or (in the case of a
management company) collective portfolio

Page 13 of 257



scheme of
arrangement

senior personnel

simplified prospectus
scheme

sub-fund

supervisory function

FSA 2011/39

management.

[Note: article 2(3) of the MiFID implementing Directive and article
3(3) of the UCITS implementing Directive]

(b)

(if)  units in the transferee sub-fund or one or more of the
transferee sub-funds, to which the property is
reattributed.

This arrangement includes an arrangement that constitutes a
domestic UCITS merger or a cross-border UCITS merger.

(1)  those persons who effectively direct the business of the firm,
which could include a firm’s governing body and other
persons who effectively direct the business of the firm.

(2) (in relation to a management company and in accordance
with article 3(4) of the UCITS implementing Directive) the
person or persons who effectively conduct the business of
the management company.

@) i .
abchs sellan Ie that IS{ nelt &recognised sellle_ e ll’"'de'
States)-or

) a key features scheme in respect of which a simplified
prospectus has been, or will be, produced instead of a key
features document (see COBS 13.1.3R(2)).

(@)

(aa)  (in relation to an EEA UCITS scheme) any part of that
scheme that constitutes an investment compartment for the
purposes of the UCITS Directive;

(b) (in relation to a collective investment scheme that is not an
authorised fund or an EEA UCITS scheme) any part of that
scheme...

(1) any function within a common platform firm that is responsible
for the supervision of its senior personnel.

(2) (in relation to a management company and in accordance with
article 3(6) of the UCITS implementing Directive) the relevant
persons or body or bodies responsible for the supervision of its
senior personnel and for the assessment and periodic review of the
adequacy and effectiveness of the risk management process and of
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the policies, arrangements and procedures put in place to comply
with its obligations under the UCITS Directive.

UCITS Directive the European Parliament and Council Directive of 20-Becember
1985 13 July 2009 on the coordination of laws, regulations and
administrative provisions relating to undertakings for collective
investment in transferable securities (UCITS) (No 85/611/EEC
2009/65/EC), as amended.

UCITS firm a firm which:
@ Is the-operator-of a-UCHS-seheme a management company,

including where in addition the firm is also the operator of a
collective investment scheme which is not a UCITS scheme;
and

(b) does not have a Part IV permission (or an equivalent
permission from its Home State regulator) to carry on any
regulated activities other than those which are in connection
with, or for the purpose of, such schemes.

UCITS investment firm a firm which:

& is the-operator-of a-UCHS-scheme a management company
(whether or not it is also the operator of other sehemes

collective investment schemes); and

(@)

ten’ has a Part IV permission (or an equivalent permission from

(b) its Home State regulator) to manage avestments
investments where:

) the investments managed managed include one or
[0)] more of the instruments listed in Section C of Annex

1 to MiFID; and

the permission extends to activities permitted by

B
(i)  article5(3) article 6(3) of the UCITS Directive as
well as those permitted by article-5(2} article 6(2).

UCITS management
company

(2) (in relation to MiFID business) a management-company

management company as defined in the UCITS Directive. ...

UCITS scheme @ an authorised fund whese-instrument-constituting-the
I : hat it i I

authorised by the FSA in accordance with the UCITS
Directive:

() with the sole object of collective investment in
transferable securities or in other liguid financial
instruments permitted by COLL 5.2 (General
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investment powers and limits for UCITS schemes) of
capital raised from the public and which operates on
the principle of risk-spreading; and

(i) with units which are, at the request of unitholders,
repurchased or redeemed, directly or indirectly, out
of the scheme’s assets; and for this purpose action
taken by or on behalf of a scheme to ensure that the
stock exchange value of its units does not
significantly vary from their net asset value is to be
regarded as equivalent to that repurchase or

redemption; or

(b) an umbrella, thatis-a-UCSHS-scheme each of whose sub-
funds would be a UCITS scheme if it had a separate
authorisation order;

unless;

© . . . . .
tlne_ SG|IEII|Ie |a|s| el_s cap ||te_xl “l'tl'eut promoting tlleﬁs_a;le oS
[deleted]

(d) the scheme’s units under its trust-deed-or-is instrument
constituting the scheme, may be sold only to the public in
non-EEA States; or

(e) the scheme (other than a master UCITS which has at least
two feeder UCITS as unitholders) raises capital without
promoting the sale of its units to the public within the EEA
or any part of it.

[Note: article 1 of the UCITS Directive]

(@)

[Note: article 3 of the MiFID implementing Directive and article
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38(2) of the KIl Requlation]

Page 17 of 257



FSA 2011/39

Annex B

Amendments to the Senior Management Arrangements, Systems and Controls

sourcebook (SYSC)

In this Annex, underlining indicates new text and striking through indicates deleted text.

1 Annex 1 Detailed application of SYSC

Part 2

Application of the common platform requirements (SYSC 4 to
10)

(@)

EEA UCITS management companies are also reminded that they
must comply with:

(1) | the common platform requirements indicated in Column A+
(Application to a management company) in Part 3 of this
Annex;

(2) | the common platform record-keeping requirements; and

(3) | the common platform requirements on financial crime;

in relation to activities carried on from a branch in the United
Kingdom. Where the common platform requirement addresses
matters within the scope of article 12 of the UCITS Directive, an
EEA UCITS management company should note that those matters
may also be subject to the rules of its Home State regulator.

[Note: articles 12(1)(b), 14(1)(c),14(1)(d), 17(4), 18(3) and 19(1)
of the UCITS Directive and articles 4(1)(e), 10(1), 10(2) and 10(3)
of the UCITS implementing Directive]

What?

2.8

R

(3) | ancillary activities; and

(4) | in relation to MiFID business, ancillary services; and

(5) | collective portfolio management.

Where?
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2.16 R

The common platform requirements, except the common platform
requirements on financial crime and the common platform record-
keeping requirements, apply to a firm that is not a UK UCITS
management company in relation to passported activities carried
on by it from a branch in another EEA State.

2.16A

|70

(1) | The common platform requirements referred to in Column
A+ of Part 3 (below) apply to a UK UCITS management
company in relation to passported activities carried on by it
from a branch in another EEA State.

(2) | Any other common platform requirement applies to a UK
UCITS management company in relation to passported
activities carried on by it from a branch in another EEA
State to the extent that the requirement addresses matters
within the scope of article 12 of the UCITS Directive.

The matters referred to in paragraph 2.16 AR of this Annex may
also be subject to the rules of the UK UCITS management
company’s Host State regulator.

Part 3

Table summarising the application of the common platform
requirements to different types of firm

3.1 G

The common platform requirements apply in the following twe
three ways (subject to the provisions in Part 2 of this Annex).

For a management company, they apply in accordance with
Column A+ in the table below.

Provision

SYSC 4

COLUMN A COLUMN A+ COLUMN B

Application to Application to a Application to all

a common UCITS management other firms apart
platform firm company from insurers,

other than to a managing agents and

UCITS the Society
investment
firm
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SYSC Rule but SYSC | Rule but SYSC Rule but SYSC
4.1.1R 4.1.1R(2) 4.1.1R(2) applies only | 4.1.1R(2) applies only
applies only to a | to a BIPRU firm to a third country
BIPRU firm BIPRU firm
SYSC Rule Rule for a UCITS Guidance
4.1.2R investment firm;
otherwise guidance
SYSC Not applicable | Guidance for a UCITS | Guidance
4.1.2AG firm; not applicable to a
UCITS investment firm
SYSC Not applicable | Rule Not applicable
4.1.2BR
SYSC Not applicable | Rule Not applicable
4.1.2CR
SYSC Rule applies Rule for a UCITS Not applicable
4.1.3R onlytoa investment firm;
BIPRU firm otherwise not
applicable
SYSC Rule Rule (1) and (3) Guidance
4.1.4R (2) Rule
SYSC Not applicable | Not applicable Guidance
4.1.4AG
SYSC Rule applies Rule Not applicable
4.1.5R only to a MiFID
investment firm
SYSC Rule Rule for a UCITS Guidance
4.1.6R investment firm;
otherwise guidance
SYSC Rule Rule Guidance
4.1.7R
SYSC Not applicable | Not applicable Guidance
4.1.7AG
SYSC Guidance Guidance Guidance
4.1.8G
SYSC Rule Rule Not applicable
4.19R
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SYSC Rule Rule Guidance - except
4.1.10R reference to SYSC
4.1.9R which does not
apply to these firms
SYSC Not applicable | Not applicable Guidance
4.1.10AG
SYSC Guidance Guidance Guidance
4.1.11G
SYSC Guidance Guidance Guidance
4.1.13G
SYSC Guidance Guidance Guidance
4.1.14G
SYSC Rule Rule - UK branch of non-
4.2.1R EEA bank - rule
applies.
- Other firms —
Guidance
SYSC Not applicable | Not applicable - Guidance
4.2.1AG
SYSC Rule Rule - UK branch of a non-
4.2.2R EEA bank - Rule
applies
- Other firms - this
provision does not
apply
SYSC Guidance Guidance - UK branch of a non-
4.2.3G - EEA bank - Guidance
425G
- Other firms - these
provisions do not apply
SYSC Rule Rule for a UCITS - UK branch of a non-
4.2.6R investment firm; EEA bank - Rule
otherwise not applies
applicable
- Other firms - this
provision does not
apply
SYSC Rule Rule Rule (but not
4.3.1R applicable to incoming
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EEA firms, incoming
Treaty firms or UCITS
qualifiers)

SYSC Rule Rule Guidance (but not

4.3.2R applicable to incoming
EEA firms, incoming
Treaty firms or UCITS
qualifiers)

SYSC Not applicable | Not applicable Guidance (but not

4.3.2AG applicable to incoming
EEA firms, incoming
Treaty firms or UCITS
qualifiers)

SYSC Guidance Guidance Guidance (but not

4.3.3G applicable to incoming
EEA firms, incoming
Treaty firms or UCITS
qualifiers)

SYSC Not applicable | Not applicable Rule applies this

4.4.1R section only to:

(1) an authorised
professional firm in
respect of its non-
mainstream regulated
activities unless the
firm is also conducting
other regulated
activities and has
appointed approved
persons to perform the
governing functions
with equivalent
responsibilities for the
firm's non-mainstream
regulated activities and
other regulated
activities;

(2) activities carried on
by a firm whose
principal purpose is to
carry on activities
other than regulated
activities and which is:
(a) an oil market
participant;

(b) a service company;

Page 22 of 257




FSA 2011/39

(c) an energy market
participant;

(d) a wholly-owned
subsidiary of:

(i) a local authority;

(ii) a registered social
landlord,;

(e) a firm with
permission to carry on
insurance mediation
activity in relation to
non-investment
Insurance contracts
but no other regulated
activity;

(3) an incoming Treaty
firm, an incoming EEA
firmand a UCITS
qualifier, (but only
SYSC 4.4.5R(2) applies
for these firms); and
(4) a sole trader, but
only if he employs any
person who is required
to be approved under
section 59 of the Act
(Approval for

particular
arrangements).

SYSC Not applicable | Not applicable Guidance only

4.4.2G applying to the firms
specified in SYSC
4.4.1R

SYSC Not applicable | Not applicable Rule only applying to

4.4.3R the firms specified in
SYSC 4.4.1R

SYSC Not applicable | Not applicable Guidance only

4.4.4G applying to the firms
specified in SYSC
4.4.1R

SYSC Not applicable | Not applicable Rule only applying to

4.4.5R the firms specified in

SYSC 4.4.1R
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SYSC Not applicable Not applicable Guidance only
4.4.6G applying to the firms
specified in SYSC
4.4.1R

Provision COLUMN A COLUMN A+ COLUMNB

SYSC5 | Application to Application to a Application to all

a common UCITS management other firms apart
platform firm company from insurers,
other thanto a managing agents and
UCITS the Society
investment
firm
SYSC Rule Rule Rule
5.1.1R
SYSC Guidance Guidance Guidance
5.1.2G
SYSC Guidance Guidance Guidance
5.1.3G
SYSC Guidance Guidance Guidance
5.1.4G
SYSC Guidance Guidance Guidance
5.1.4AG
SYSC Guidance Guidance Guidance
5.1.5G
SYSC Guidance Guidance Guidance
5.1.5AG
SYSC Rule Rule Guidance
5.1.6R
SYSC Rule Rule for a UCITS Guidance
5.1.7R investment firm;
otherwise guidance
SYSC Not applicable | Not applicable to a Guidance
5.1.7AG UCITS investment firm;
otherwise quidance

SYSC Guidance Guidance Guidance
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5.1.8G
SYSC Guidance Guidance Guidance
5.1.9G
SYSC Guidance Guidance Guidance
5.1.10G
SYSC Guidance Guidance Guidance
5.1.11G
SYSC Rule Rule Guidance
51.12R
SYSC Not applicable | Not applicable Guidance
5.1.12AG
SYSC Rule Rule Rule
5.1.13R
SYSC Rule Rule Guidance
5.1.14R
SYSC Not applicable | Not applicable Guidance
5.1.15G
Provision | COLUMN A COLUMN A+ COLUMN B
SYSC6 | Application to Application to a Application to all
a common UCITS management other firms apart
platform firm company from insurers,
other than to a managing agents and
UCITS the Society
investment
firm
SYSC Rule Rule Rule
6.1.1R
SYSC Rule Rule Guidance
6.1.2R
SYSC Not applicable | Not applicable Guidance
6.1.2AG
SYSC Rule Rule - Guidance
6.1.3R

- This provision shall
be read with the
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following additional
sentence at the start.
"Depending on the
nature, scale and
complexity of its
business, it may be
appropriate for a firm
to have a separate
compliance function.
Where a firm has a
separate compliance
function, the firm
should also take into
account 6.1.3R and
6.1.4R as guidance."

SYSC Not applicable | Not applicable Guidance

6.1.3AG

SYSC Rule Rule (1) (3) and (4)

6.1.4R Guidance
(2) - Rule for firms
which carry on
designated investment
business with or for
retailclients retail
clients or prefessional
chients-professional
clients.
- Guidance for all other
firms.

SYSC Not applicable | Not applicable Guidance

6.1.4-AG

SYSC Not applicable | Not applicable Rule for firms which

6.1.4AR carry on designated
investment business
with or for retail
clients or professional
clients.

SYSC Rule Rule - Guidance

6.1.5R

- "investment services
and activities" shall be
read as "financial
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services and activities"

SYSC Not applicable | Not applicable Guidance

6.1.6RG

SYSC Rule Rule Guidance

6.2.1R

SYSC Not applicable | Not applicable Guidance

6.2.1AG

SYSC Guidance Guidance Guidance

6.2.2G

SYSC Rule Rule Rule

6.3.1R

SYSC Guidance Guidance Guidance

6.3.2G

SYSC Rule Rule Rule

6.3.3R

SYSC Guidance Guidance Guidance

6.3.4G

SYSC Guidance Guidance Guidance

6.3.5G

SYSC Guidance Guidance Guidance

6.3.6G

SYSC Guidance Guidance Guidance

6.3.7G

SYSC Rule Rule Rule

6.3.8R

SYSC Rule Rule Rule

6.3.9R

SYSC Guidance Guidance Guidance

6.3.10G

Provision COLUMN A COLUMN A+ COLUMN B
SYSC 7 | Application to Application to a Application to all

a common
platform firm

UCITS management
company

other firms apart
from insurers,
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other than to a

managing agents and

UCITS the Society
investment
firm

SYSC Guidance Guidance Guidance
7.1.1G
SYSC Rule Rule for a UCITS Guidance
7.1.2R investment firm;

otherwise guidance
SYSC Not applicable | Not applicable to a Guidance
7.1.2AG UCITS investment firm;

otherwise guidance
SYSC Not applicable Guidance Not applicable
7.1.2BG
SYSC Rule Rule for a UCITS Guidance
7.1.3R investment firm;

otherwise guidance
SYSC Rule Rule for a UCITS Guidance
7.1.4R investment firm;

otherwise guidance
SYSC Not applicable | Not applicable to a Guidance
7.1.4AG UCITS investment firm;

otherwise guidance
SYSC Not applicable Not applicable to a Guidance
7.1.4BG UCITS investment firm;

otherwise guidance
SYSC Rule Rule for a UCITS Guidance
7.1.5R investment firm;

otherwise guidance
SYSC Rule Rule for a UCITS Guidance
7.1.6R investment firm;

otherwise guidance
SYSC Rule Rule for a UCITS Guidance
7.1.7R investment firm;

otherwise guidance
SYSC Not applicable | Not applicable to a Guidance
7.1.7AG UCITS investment firm;

otherwise quidance
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SYSC Guidance Guidance for a UCITS | Guidance
7.1.7BG applies only to a | investment firm;
BIPRU firm otherwise not
applicable
SYSC Guidance Guidance Guidance
7.1.7CG
SYSC (1) Guidance (1) Guidance for a (1) Not applicable
7.1.8G(1), | applies enkyto a | UCITS investment firm; _
(2) BIPRU firm otherwise not (2) Guidance
applicable
(2) Guidance
(2) Guidance
SYSC Rule applies Rule for a UCITS Not applicable
7.19R oenlytoa investment firm;
BIPRU firm otherwise not
applicable
SYSC Rule applies Rule for a UCITS Not applicable
7.1.10R oenlytoa investment firm;
BIPRU firm otherwise not
applicable
SYSC Rule applies Rule for a UCITS Not applicable
7.1.11R enly-to a investment firm;
BIPRU firm otherwise not
applicable
SYSC Guidance Guidance for a UCITS | Not applicable
7.1.12G applies enby to a | investment firm;
BIPRU firm otherwise not
applicable
SYSC Rule applies Rule for a UCITS Not applicable
7.1.13R- |enlytoa investment firm;
7.1.16R BIPRU firm otherwise not
applicable
Provision | COLUMN A COLUMN A+ COLUMN B
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Application to

Application to a

SysC8 a common UCITS management Atﬁp“?.”lt'on to ali
platform firm company ° f er rirms apar
other than to a rom Insurers,

managing agents and
UCITS the Societ
investment € Society
firm

SYSC Rule Rule for a UCITS Guidance
8.1.1R investment firm:

otherwise guidance
SYSC Not applicable | Not applicable to a Guidance
8.1.1AG UCITS investment firm;

otherwise guidance
SYSC Guidance Guidance Guidance
8.1.2G
SYSC Guidance Guidance Guidance
8.1.3G
SYSC Rule Rule for a UCITS Guidance
8.1.4R investment firm;

otherwise guidance
SYSC Rule Rule for a UCITS Guidance
8.1.5R investment firm;

otherwise guidance
SYSC Not applicable | Not applicable to a Guidance
8.1.5AG UCITS investment firm;

otherwise guidance
SYSC Rule Rule Rule
8.1.6R
SYSC Rule Rule for a UCITS Guidance
8.1.7R investment firm;

otherwise guidance
SYSC Rule Rule for a UCITS Guidance
8.1.8R investment firm;

otherwise quidance
SYSC Rule Rule for a UCITS Guidance
8.1.9R investment firm;

otherwise guidance
SYSC Rule Rule for a UCITS Guidance

investment firm;
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8.1.10R otherwise guidance
SYSC Rule Rule for a UCITS Guidance
8.1.11R investment firm;
otherwise guidance
SYSC Not applicable | Not applicable to a Guidance
8.1.11AG UCITS investment firm;
otherwise guidance
SYSC Guidance Guidance Guidance
8.1.12G
SYSC Not applicable | Rule Not applicable
8.1.13R
SYSC Not applicable | Guidance Not applicable
8.1.14G
SYSC 8.2 | MiFID UCITS investment Not applicable
investment firms | firms only
only
SYSC 8.3 | MiFID UCITS investment Not applicable
investment firms | firms only
only
Provision | COLUMN A COLUMN A+ COLUMN B
SYSC9 | Application to Application to a Application to all
a common UCITS management other firms apart
platform firm company from insurers,
other than to a managing agents and
UCITS the Society
investment
firm
SYSC Rule Rule Rule
9.1.1R
SYSC Rule applies Rule applies only in Not applicable
9.1.2R only in relation | relation to MiFID
to MiFID business of a UCITS
business investment firm
SYSC Rule applies Rule applies only in Not applicable
9.1.3R only in relation | relation to MiFID
to MiFID business of a UCITS
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business investment firm
SYSC Guidance Guidance Guidance
9.1.4G
SYSC Guidance Guidance Guidance
9.1.5G
SYSC Guidance Guidance Guidance
9.1.6G
SYSC Guidance Guidance applies only | Not applicable
9.1.7G appliesonly in | in relation to MiFID
relation to business of a UCITS
MiFID business | investment firm
Provision Column A COLUMN A+ Column B
SYSC 10 | Application to Application to a Application to all
a common UCITS management other firms apart
platform firm company from insurers,
other thanto a managing agents and
UCITS the Society
investment
firm
SYSC Rule Rule Rule
10.1.1R
SYSC Guidance Guidance Guidance
10.1.2G
SYSC Rule Rule Rule
10.1.3R
SYSC Rule Rule Guidance - but applies
10.1.4R as a rule in relation to

the production or
arrangement of
production-of
investment research in
accordance with COBS
12.2, or the production
or dissemination of
non-independent
research in accordance
with COBS 12.3
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SYSC Not applicable | Not applicable Guidance

10.1.4AG

SYSC Guidance Guidance Guidance

10.1.5G

SYSC Rule Rule Guidance - but applies

10.1.6R as a rule in relation to
the production or
arrangement of
production-of
investment research in
accordance with COBS
12.2, or the production
or dissemination of
non-independent
research in accordance
with COBS 12.3

SYSC Not applicable | Not applicable Guidance

10.1.6AG

SYSC Rule Rule Rule

10.1.7R

SYSC Rule Rule Rule

10.1.8R

SYSC Rule Rule Rule

10.1.8AR

SYSC Guidance Guidance Guidance

10.1.9G

SYSC Rule Rule Guidance - but applies

10.1.10R as a rule in relation to
the production or
arrangement of
production of
investment research in
accordance with COBS
12.2, or the production
or dissemination of
non-independent
research in accordance
with COBS 12.3

SYSC Rule Rule Guidance - but applies

10.1.11R as a rule in relation to
the production or
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arrangement of
production of
investment research in
accordance with COBS
12.2, or the production
or dissemination of
non-independent
research in accordance
with COBS 12.3

SYSC Not applicable | Not applicable Guidance

10.1.11A

G

SYSC Guidance Guidance for SYSC Guidance

10.1.12G - 10.1.12G; not

SYSC applicable for SYSC

10.1.15G 10.1.13G — SYSC

10.1.15G

SYSC Not applicable | Not applicable Rule

10.1.16R

SYSC Not applicable Rule Not applicable

10.1.17R

SYSC Not applicable Guidance Not applicable

10.1.18G

SYSC Not applicable Rule Not applicable

10.1.19R

SYSC Not applicable Rule Not applicable

10.1.20R

SYSC Not applicable Rule Not applicable

10.1.21R

SYSC Rule Rule Rule

10.2.1R

SYSC Rule Rule Rule

10.2.2R

SYSC Guidance Guidance Guidance

10.2.3G

SYSC Rule Rule Rule

10.2.4R

SYSC Guidance Guidance Guidance
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10.2.5G

General requirements

R

|70

[Note: article 22(1) of the Banking Consolidation Directive, article 13(5)
second paragraph of MiFID and article 12(1)(a) of the UCITS Directive]

For a management company, the arrangements, processes and
mechanisms referred to in SYSC 4.1.1R must also take account of the
UCITS schemes and EEA UCITS schemes managed by the management

company.

[Note: article 12(1) second paragraph of the UCITS Directive]

Resources for management companies

A management company must have, and employ effectively, the
resources and procedures that are necessary for the proper performance of
its business activities.

[Note: articles 12(1)(a) and 14(1)(c) of the UCITS Directive]

Mechanisms and procedures for a BIPRU firm

R

R

A firm (with the exception of a sole trader who does not employ any
person who is required to be approved under section 59 of the Act
(Approval for particular arrangements)) must, taking into account the
nature, scale and complexity of the business of the firm, and the nature

and range of the Horacommon-platform-tim)-irvestmentservices-and

activities-or(forevery-otherfirm) financial services and activities

undertaken in the course of that business:

(1) (ifitis a common platform firm or a management company)
establish, implement and maintain decision-making procedures and
an organisational structure which clearly and in a documented
manner specifies reporting lines and allocates functions and
responsibilities;

(2) establish, implement and maintain adequate internal control
mechanisms designed to secure compliance with decisions and
procedures at all levels of the firm; and
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(3) (if it is a common platform firm) establish, implement and maintain
effective internal reporting and communication of information at all
relevant levels of the firm; and

(4) (ifit is a management company) establish, implement and maintain
effective internal reporting and communication of information at all
relevant levels of the management company as well as effective
information flows with any third party involved.

[Note: articles 5(1) final paragraph, 5(1)(a), 5(1)(c) and 5(1)(e) of the
MiFID implementing Directive and articles 4(1) final paragraph, 4(1)(a),
4(1)(c) and 4(1)(d) of the UCITS implementing Directive]

A firm that is not a common platform firm or a management company
should take into account the decision-making procedures and effective
internal reporting rules (SYSC 4.1.4R(1), and (3) and (4)) as if they were
guidance (and as if “should” appeared in those rules instead of “must”) as
explained in SYSC Annex 1.3.3G.

A MIFID investment firm and a management company must establish,
implement and maintain systems and procedures that are adequate to
safeguard the security, integrity and confidentiality of information, taking
into account the nature of the information in question.

[Note: article 5(2) of the MiFID implementing Directive and article 4(2)
of the UCITS implementing Directive]

A common platform firm and a management company must establish,
implement and maintain an adequate business continuity policy aimed at
ensuring, in the case of an interruption to its systems and procedures, that
any losses are limited, the preservation of essential data and functions,
and the maintenance of its regulated activities, or, in the case of a
management company, its collective portfolio management activities, or,
where that is not possible, the timely recovery of such data and functions

and the timely resumption of itsregulated-activities those activities.

[Note: article 5(3) of the MiFID implementing Directive, and annex V
paragraph 13 of the Banking Consolidation Directive and article 4(3) of
the UCITS implementing Directive]

Accounting policies

R

A common platform firm and a management company must establish,
implement and maintain accounting policies and procedures that enable
it, at the request of the FSA, to deliver in a timely manner to the FSA
financial reports which reflect a true and fair view of its financial position
and which comply with all applicable accounting standards and rules.
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[Note: article 5(4) of the MiFID implementing Directive and article 4(4)
of the UCITS implementing Directive]

Regular monitoring

R

A common platform firm and a management company must monitor and,
on a regular basis, evaluate the adequacy and effectiveness of its systems,
internal control mechanisms and arrangements established in accordance
with SYSC 4.1.4R to SYSC 4.1.9R and take appropriate measures to
address any deficiencies.

[Note: article 5(5) of the MiFID implementing Directive and article 4(5)
of the UCITS implementing Directive]

Persons who effectively direct the business

R

The senior personnel of a common platform firm, a management
company or of the UK branch of a non-EEA bank must be of sufficiently
good repute and sufficiently experienced as to ensure the sound and
prudent management of the firm.

[Note: article 9(1) of MiFID, article 7(1)(b) of the UCITS Directive and
article 11(1) second paragraph of the Banking Consolidation Directive]

A common platform firm,_a management company and the UK branch of
a non-EEA bank must ensure that its management is undertaken by at
least two persons meeting the requirements laid down in SYSC 4.2.1R.

[Note: article 9(4) first paragraph of MiFID_ article 7(1)(b) of the UCITS
Directive and article 11(1) first paragraph of the Banking Consolidation
Directive]

At least two independent minds should be applied to both the formulation
and implementation of the policies of a common platform firm, a
management company and the UK branch of a non-EEA bank. ...

Where there are more than two individuals directing the business of a
common platform firm, a management company or the UK branch of a
non-EEA bank, the FSA does not regard it as necessary for all of these
individuals to be involved in all decisions relating to the determination of
strategy and general direction. ...

Responsibility of senior personnel
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[Note: article 9(1) of the MiFID implementing Directive and articles 9(1)
and 9(3) of the UCITS implementing Directive]

A common platform firm (with the exception of a sole trader who does
not employ any person who is required to be approved under section 59
of the Act (Approval for particular arrangements)) and a management
company, must ensure that :

[Note: article 9(2) and article 9(3) of the MiFID implementing Directive
and articles 9(4) and 9(6) of the UCITS implementing Directive]

Skills, knowledge and expertise

R

A firm must employ personnel with the skills, knowledge and expertise
necessary for the discharge of the responsibilities allocated to them.

[Note: article 5(1)(d) of the MiFID implementing Directive, articles
12(1)(a) and 14(1)(c) of the UCITS Directive and article 5(1) of the
UCITS implementing Directive]

Segregation of functions

R

A common platform firm and a management company must ensure that
the performance of multiple functions by its relevant persons does not
and is not likely to prevent those persons from discharging any particular
function soundly, honestly and professionally.

[Note: article 5(1)(g) of the MiFID implementing Directive and article
5(3) of the UCITS implementing Directive]

Awareness of procedures

R

A common platform firm and a management company must ensure that its
relevant persons are aware of the procedures which must be followed for
the proper discharge of their responsibilities.

[Note: article 5(1)(b)of the MiFID implementing Directive and article
4(1)(b) of the UCITS implementing Directive]

General

R

The systems, internal control mechanisms and arrangements established
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by a firm in accordance with this chapter must take into account the
nature, scale and complexity of its business and the nature and range of

every-otherfirm) financial services and activities undertaken in the course
of that business.

[Note: article 5(1) final paragraph of the MiFID implementing Directive
and articles 4(1) final paragraph and 5(4) of the UCITS implementing
Directive]

A common platform firm and a management company must monitor and,
on a regular basis, evaluate the adequacy and effectiveness of its systems,
internal control mechanisms and arrangements established in accordance
with this chapter, and take appropriate measures to address any
deficiencies.

[Note: article 5(5) of the MiFID implementing Directive and articles 4(5)
of the UCITS implementing Directive]

Compliance

R

A firm must establish, implement and maintain adequate policies and
procedures sufficient to ensure compliance of the firm including its
managers, employees and appointed representatives (or where
appropriate, tied agents) with its obligations under the regulatory system
and for countering the risk that the firm might be used to further financial
crime.

[Note: article 13(2) of MiFID and article 12(1)(a) of the UCITS
Directive]

A common platform firm and a management company must, taking into
account the nature, scale and complexity of its business, and the nature
and range of investment-services-and-activities financial services and
activities undertaken in the course of that business, establish, implement
and maintain adequate policies and procedures designed to detect any risk
of failure by the firm to comply with its obligations under the regulatory
system, as well as associated risks, and put in place adequate measures
and procedures designed to minimise such risks and to enable the FSA to
exercise its powers effectively under the regulatory system and to enable
any other competent authority to exercise its powers effectively under
MiFID or the UCITS Directive.

[Note: article 6(1) of the MiFID implementing Directive and article 10(1)
of the UCITS implementing Directive]

A common platform firm and a management company must maintain a
permanent and effective compliance function which operates
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independently and which has the following responsibilities:

(1) to monitor and, on a regular basis, to assess the adequacy and
effectiveness of the measures and procedures put in place in
accordance with SYSC 6.1.2R, and the actions taken to address any
deficiencies in the firm’s compliance with its obligations; and

(2) toadvise and assist the relevant persons responsible for carrying out
regulated activities to comply with the firm s obligations under the
regulatory system.

[Note: article 6(2) of the MiFID implementing Directive and article 10(2)
of the UCITS implementing Directive]

In order to enable the compliance function to discharge its responsibilities
properly and independently, a common platform firm and a management
company must ensure that the following conditions are satisfied:

(1) the compliance function must have the necessary authority,
resources, expertise and access to all relevant information;

(2) acompliance officer must be appointed and must be responsible for
the compliance function and for any reporting as to compliance
required by SYSC 4.3.2R;

(3) the relevant persons involved in the compliance function must not
be involved in the performance of services or activities they
monitor;

(4) the method of determining the remuneration of the relevant persons
involved in the compliance function must not compromise their
objectivity and must not be likely to do so.

[Note: article 6(3) first paragraph of the MiFID implementing Directive
and article 10(3) of the UCITS implementing Directive]

(1) A firm which is not a common platform firm or management
company and which carries on ...

A common platform firm and a management company need not comply
with SYSC 6.1.4R(3) or SYSC 6.1.4R(4) if it is able to demonstrate that in
view of the nature, scale and complexity of its business, and the nature

and range of {(fora-commen-platform-firm)-thvestment services-and
activities-or(for-every-otherfirm) financial services and activities, the

requirements under those rules are not proportionate and that its
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compliance function continues to be effective.

[Note: article 6(3) second paragraph of the MiFID implementing
Directive and article 10(3) second paragraph of the UCITS implementing
Directive]

Internal audit

R

A common platform firm and a management company must, where
appropriate and proportionate in view of the nature, scale and complexity
of its business and the nature and range of investmentservicesand
activities its financial services and activities, undertaken in the course of
that business, establish and maintain an internal audit function which is
separate and independent from the other functions and activities of the
firm and which has the following responsibilities:

[Note: article 8 of the MiFID implementing Directive and article 11 of the
UCITS implementing Directive]

Risk control

(@)

A management company should be aware that COLL 6.11 contains
requirements implementing article 12 of the UCITS implementing
Directive in relation to risk control and internal reporting that will apply
to it.

General outsourcing requirements

Additional requirements for a management company

(@)

A management company must retain the necessary resources and
expertise so as to monitor effectively the activities carried out by third
parties on the basis of an arrangement with the firm, especially with
regard to the management of the risk associated with those arrangements.

[Note: article 5(2) of the UCITS implementing Directive]

A management company should be aware that SUP 15.8.6R (Delegation
by UCITS management companies) and COLL 6.6.15AR (Committees
and delegations) contain requirements implementing article 13 of the
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UCITS Directive in relation to delegation that will apply to it.

General rules on record-keeping

A firm must arrange for orderly records to be kept of its business and
internal organisation, including all services and transactions undertaken
by it, which must be sufficient to enable the FSA or any other relevant
competent authority under MiFID or the UCITS Directive to monitor the
firm’s compliance with the requirements under the regulatory system, and
in particular to ascertain that the firm has complied with all obligations
with respect to clients.

[Note: article 13(6) of MiFID, and article 5(1)(f) of the MiFID
implementing Directive, article 12(1)(a) of the UCITS Directive and
article 4(1)(e) of the UCITS implementing Directive]

Application

R

(1)  This section applies to a firm which provides services to its clients
in the course of carrying on regulated activities or ancillary
activities or providing ancillary services (but only where the
ancillary services constitute MiFID business).

(2)  This section also applies to a management company.

Types of conflicts

R

For the purposes of identifying the types of conflict of interest that arise,
or may arise, in the course of providing a service and whose existence
may entail a material risk of damage to the interests of a client, a common
platform firm and a management company must take into account, as a
minimum, whether the firm or a relevant person, or a person directly or
indirectly linked by control to the firm:

(2A) inthe case of a management company providing collective

portfolio management services for a UCITS scheme, (2) also
applies where the service is provided to, or the transaction is
carried out on behalf of, a client other than the UCITS scheme;
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4) carries on the same business as the client or in the case of a
management company, carries on the same activities for the
UCITS scheme and for another client or clients which are not
UCITS schemes; or

The conflict of interest may result from the firm or person providing a
service referred to in SYSC 10.1.1R or engaging in any other activity or,
in the case of a management company, whether as a result of providing
collective portfolio management services or otherwise.

[Note: Article 21 of MiFID implementing Directive and article 17(1) of
the UCITS implementing Directive]

Record of conflicts

R

A common platform firm and a management company must keep and
regularly update a record of the kinds of service or activity carried out by
or on behalf of the that firm in which a conflict of interest entailing a
material risk of damage to the interests of one or more clients has arisen
or, in the case of an ongoing service or activity, may arise.

[Note: Article 23 of MiFID implementing Directive and article 20(1) of
the UCITS implementing Directive]

Disclosure of conflicts

R

(3) This rule does not apply to the extent that SYSC 10.1.21R applies.

Conflicts policy

R

(1) A common platform firm and a management company must
establish, implement and maintain an effective conflicts of interest
policy that is set out in writing and appropriate to the size and
organisation of the firm and the nature, scale and complexity of its
business.

(2) Where the common platform firm or the management company is a
member of a group, the policy must also take into account any
circumstances, of which the firm is or should be aware, which may
give rise to a conflict of interest arising as a result of the structure
and business activities of other members of the group.
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[Note: Article 22(1) of MiFID implementing Directive and article 18(1)
of the UCITS implementing Directive]

(1) The conflicts of interest policy must include the following content:

(@)

it must identify in accordance with SYSC 10.1.3R and SYSC
10.1.4R, by reference to the specific services and activities
carried out by or on behalf of the common platform firm or
management company, the circumstances which constitute or

may give rise to a conflict of interest entailing a material risk
of damage to the interests of one or more clients; and

(2) The procedures and measures provided for in paragraph (1)(b) must:

(3)

(@)

(b)

be designed to ensure that relevant persons engaged in
different business activities involving a conflict of interest of
the kind specified in paragraph (1)(a) carry on those activities
at a level of independence appropriate to the size and activities
of the common platform firm or the management company and
of the group to which it either of them respectively belongs,
and to the materiality of the risk of damage to the interests of
clients; and

include each of the following as are necessary and appropriate
for the common platform firm or the management company to
ensure the requisite degree of independence:

If the adoption or the practice of one or more of those measures and
procedures does not ensure the requisite level of independence, a
common platform firm and a management company must adopt such
alternative or additional measures and procedures as are necessary
and appropriate for the purposes of paragraph (1)(b).

[Note: Article 22(2) and (3) of MiFID implementing Directive and
articles 18(2), 19(1) and 19(2) of the UCITS implementing Directive]

Additional requirements for a management company

R

A management company, when identifying the types of conflict of

interests for the purposes of SYSC 10.1.4R, must take into account:

@)

the interests of the firm, including those deriving from its belonging

to a group or from the performance of services and activities, the
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interests of the clients and the duty of the firm towards the UCITS
scheme or EEA UCITS scheme it manages; and

(2) where it manages two or more UCITS schemes or EEA UCITS
schemes, the interests of all of them.

[Note: article 17(2) of the UCITS implementing Directive]

10.1.18

(@)

For a management company, references to client in SYSC 10.1.4R and in
the other rules in this section should be construed as referring to any
UCITS scheme or EEA UCITS scheme managed by that firm or which it
intends to manage, and with or for the benefit of which the relevant
activity is to be carried on.

Structure and organisation of a management company

10.1.19 R A management company must be structured and organised in such a way
as to minimise the risk of a UCITS scheme’s, EEA UCITS scheme’s oOr
client’s interests being prejudiced by conflicts of interest between the
management company and its clients, between two of its clients, between
one of its clients and a UCITS scheme or an EEA UCITS scheme, or
between two such schemes.

[Note: articles 12(1)(b) and 14(1)(d) of the UCITS Directive]

Avoidance of conflicts of interest for a management company

10.1.20 R A management company must try to avoid conflicts of interest and, when
they cannot be avoided, ensure that the UCITS schemes and EEA UCITS
schemes it manages are fairly treated.

[Note: articles 12(1)(b) and 14(1)(d) of the UCITS Directive]

Disclosure of conflicts of interest for a management company

10.1.21 R (1)  Where the organisational or administrative arrangements made by
a management company for the management of conflicts of
interest are not sufficient to ensure, with reasonable confidence,
that risks of damage to the interests of the UCITS scheme or EEA
UCITS scheme it manages or of its unitholders will be prevented,
the senior personnel or other competent internal body of the firm
must be promptly informed in order for them to take any
necessary decision to ensure that in all cases the firm acts in the
best interests of the scheme and of its unitholders.

(2) A management company must report situations referred to in (1)
to the unitholders of the UCITS scheme or EEA UCITS scheme it
manages by any appropriate durable medium and give reasons for
its decision.

[Note: articles 20(2) and 20(3) of the UCITS implementing Directive]

Page 45 of 257



FSA 2011/39

Schedule 1  Record keeping requirements
Sch1.2G Record keeping requirements
Handbook Subject of record | Contents of record | When record Retention
reference must be made period
SYSC9.1.1R Business and Details of the Within a Adequate
internal firm’s orderly reasonable
organisation records of services | time

and transactions
undertaken
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Annex C

Amendments to the General Provisions (GEN)

In this Annex, underlining indicates new text.

414

GEN 4.5 (Statements about authorisation and regulation by the FSA) applies
in relation to activities carried on from an establishment maintained by the
firm (or by its appointed representative) in the United Kingdom, provided
that, in the case of the MiFID business of an EEA MiFID investment firm or
the activities of an EEA UCITS management company, it only applies to
business conducted within the territory of the United Kingdom.
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Annex D
Amendments to the General Prudential sourcebook (GENPRU)

In this Annex, underlining indicates new text and striking through indicates deleted text.

2.18 G

(3) In the case of a UCITS investment firm this section implements (in
part) Article 5a 7 of the UCITS Directive.
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Annex E
Amendments to the Prudential sourcebook for UCITS Firms (UPRU)

In this Annex, underlining indicates new text and striking through indicates deleted text.

1.1 Introduction

1.1.3 G  This sourcebook only applies to UCITS firms. UCITS investment firms are
BIPRU limited licence firms and the prudential requirements for those firms
are set out in the Prudential sourcebook for banks, building societies and
investment firms and the General prudential sourcebook. The difference
between the two types of UCITS management companies is that a UCITS
investment firm in addition to carrying on the activities permitted by Article
5.2 6(2) of the UCITS Directive (scheme management), may also carry on
the activities permitted by Article 5:3 6(3) such as portfolio management.

1.2 Purpose
1.2.1 G (1)

(2)  This sourcebook also implements certain requirements of the UCITS

Directive as amended by the amending Council Directive
200H107/EC which among other matters imposes capital
requirements on a UCITS management company.
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Annex F

Amendments to the Conduct of Business sourcebook (COBS)

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

1 Annex 1 Application

Part 3: Guidance

9
9.1

UCITS Directive: effect on territorial scope

G

The UCITS Directive covers undertakings for collective
investment in transferable securities (BSHS UCITS) meeting the

requirements of the Directive, and their management-companies
management companies and depeositaries depositaries. The rules

in this sourcebook within the Directive’s scope (all of which will
apply to a management company) are those in:

@)

BB B

BB EBE

COBS 2.1 (Acting honestly, fairly and professionally):

COBS 2.3 (Inducements);

COBS 4.2.1R (The fair, clear and not misleading rule);

COBS 4.3.1R (Financial promotions to be identifiable as
such);

COBS 4.13 (UCITS);

COBS 11.2 (Best execution);

COBS 11.3 (Client order handling);

COBS 11.7 (Personal account dealing);

COBS 14 (Providing product information to clients)

relating to the distribution provision of a-simplified

prospectus key investor information by the management
cempany management company (in addition to applying to

a management company, COBS 14.2 also applies to an
ICVC that is a UCITS scheme); and
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governed by-the DirectiveThe Directive-also-applies
certain-fules derived from-MiFID to-management |
GGI.IIBI ame{s 3“' |ellat|e||Fte| certain-business ae}t.mues (See

(10) COBS 16.2 (Occasional reporting).

The majority of the COBS rules referred to in paragraph 9.1 are
rules of conduct which each EEA State must draw up under article
14.1 of the UCITS Directive which management companies
authorised in that State must observe at all times. The exceptions
are COBS 4 and COBS 14 in so far as they relate to a UCITS
scheme, which form part of the -S4 ’s fund application rules and
which are the responsibility of the UCITS Home State (for a
UCITS scheme, the FSA —see COLL 12.3.5R (COLL fund rules
under the management company passport: the fund application
rules) and article 19 of the UCITS Directive).

Where a management company is providing collective portfolio
management services for a UCITS established in a different EEA
State, responsibility for its compliance with the applicable rules of
conduct drawn up under article 14 will generally be for the
management company’s Home State, but when a branch is
established it will be the responsibility of the Host Member State
(UCITS Home State) (see articles 17(4) and 17(5) of the UCITS

Directive).

Under the UCITS Directive certain Host State marketing and
MiFID-specific rules might also apply to a management company
providing collective portfolio management services for a UCITS
established in a different EEA State. Consequently, an EEA
UCITS management company should note that, under COBS,
certain of the F:S4 ’s rules apply to it, including the financial
promotion rules. COBS 4.13 (UCITS) is concerned with
marketing communications for UCITS schemes and EEA UCITS
schemes.

EEA UCITS management companies should be aware that there is
a special narrower application of COBS for scheme management
activity provided for by COBS 18.5 (Operators of collective
investment schemes).
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||_|a|Ieet_|||g ih-the _theel Kingaon _etlnel |u_les suella_s the
Imanel_al promotion Fules and the |||I.e|n.|a_t|en_gatlne!|||g
al ||el_su|t|ab_|llzty |ulles (—s_ele GOBS 9I_Fs_u|ta_ b'“t? (ll_neludl_ng_ I
scope-but-subject to-section266-of the-Act: [deleted]

9.3 G  The Directive does not affect the territorial scope of rules as they

apply to an intermediary (that is not a management company)
selling units of a YSIFS UCITS.

[Note: articles 12, 14, 17, 18, 19 and 94 of the UCITS Directive]

Acting honestly, fairly and professionally
The client’s best interests rule

R (1) A firm must act honestly, fairly and professionally in accordance
with the best interests of its client (the client’s best interests rule).

3) For a management company, this rule applies in relation to any
UCITS scheme or EEA UCITS scheme the firm manages.

[Note: article 19(1) of MiFID and article 14(1)(a) and (b) of the UCITS
Directive]

Inducements
Rule on inducements

R A firm must not pay or accept any fee or commission ...

[Note: article 26 of the MiFID implementing Directive and articles 29(1)
and 29(2) of the UCITS implementing Directive]

COBS 2.3.1R applies to a UK UCITS management company and EEA
UCITS management company when providing collective portfolio
management services, as if:

|70

(@) references to a client, were references to any UCITS it manages; and

(2) in (2)(b) and (c) and (3) of that rule, references to MiFID or
equivalent third country business were also references to the
collective portfolio management activities of investment
management and administration for the scheme.
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[Note: article 29(1) of the UCITS implementing Directive]

2.3.2 R Afirm ...

[Note: article 26 of the MIFID implementing Directive and article 29(2) of
the UCITS implementing Directive]

2.3.2A R COBS 2.3.2R applies to a UK UCITS management company and EEA
UCITS management company when providing collective portfolio
management services, as if references to a client were references to a
unitholder of the scheme.
[Note: article 29(2) of the UCITS implementing Directive]
4 Communicating with clients, including financial promotions
414 G
(3) In this chapter “financial promotion” and “direct offer financial
promotion” include communications that are marketing
communications for the purposes of the UCITS Directive.
Where? Modifications to comply with EU law
419 G
(2) One effect of the EEA territorial scope rule is that the rules in this
chapter will not generally apply to a-simplified-prospectus-thatrelates
to-a-simplitied-prospectus-scheme-from-another EEA-State an EEA key
investor information document but will, for example, apply to a firm
(including an EEA UCITS management company) when marketing in
the United Kingdom the units of an EEA UCITS scheme that is a
recognised scheme.
The fair, clear and not misleading rule
421 R (1) A firm must ensure that a communication or a financial promotion is

fair, clear and not misleading.
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[Note: article 19(2) of MiFID, and recital 52 to the MiFID implementing
Directive and article 77 of the UCITS Directive]

(1) A firm must ensure that a financial promotion addressed to a client is
clearly identifiable as such.

[Note: article 19(2) of MiFID and article 77 of the UCITS Directive]

(4) Inthe case of a marketing communication that relates to a UCITS
scheme or an EEA UCITS scheme, (2) and (3) do not limit the
application of this rule.

(2) This guidance does not apply to a prospectus, key investor information

document or simplified prospectus drawn up in accordance with
COLL.

public-may-have-access-to-them- [deleted]
COBS 4.13.2R (Marketing communications relating to UCITS schemes or
EEA UCITS schemes) and COBS 4.13.3R (Marketing communications
relating to feeder UCITS) contain additional disclosure requirements for
firms in relation to marketing communications (other than key investor

information) that concern particular investment strategies of a UCITS
scheme or EEA UCITS scheme.

After COBS 4.12 insert the following new section. The text is not underlined.

4.13

413.1

UCITS

Application

R

Q) This section applies to a firm in relation to a communication to a
client, including an excluded communication, that is a marketing
communication within the meaning of the UCITS Directive.
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This section does not apply to:
@ image advertising; or

(b) the instrument constituting the scheme, the prospectus, the
key investor information (or alternatively the simplified
prospectus or EEA simplified prospectus) or the periodic
reports and accounts of either a UCITS scheme or an EEA
UCITS scheme.

[Note: recital (58) of the UCITS Directive]

Marketing communications relating to UCITS schemes or EEA UCITS schemes

R

1)

(@)

3)

A firm must ensure that a marketing communication that comprises
an invitation to purchase units in a UCITS scheme or EEA UCITS
scheme and that contains specific information about the scheme:

(@ makes no statement that contradicts or diminishes the
significance of the information contained in the prospectus and
the key investor information document or EEA key investor
information document for the scheme;

(b) indicates that a prospectus exists for the scheme and that the
key investor information document or EEA key investor
information document is available; and

(c) specifies where and in which language such information or
documents may be obtained by investors or potential investors
or how they may obtain access to them.

Where a UCITS scheme or an EEA UCITS scheme may invest more
than 35% of its scheme property in transferable securities and
money market instruments issued or guaranteed by an EEA State,
one or more of its local authorities, a third country or a public
international body to which one or more EEA States belong, the firm
must ensure that a marketing communication relating to the scheme
contains a prominent statement drawing attention to the investment
policy and indicating the particular EEA States, local authorities,
third countries or public international bodies in the securities of
which the scheme intends to invest or has invested more than 35%
of its scheme property.

Where a UCITS scheme or EEA UCITS scheme invests principally in
units in collective investment schemes, deposits or derivatives, or
replicates a stock or debt securities index in accordance with COLL
5.2.31R (Schemes replicating an index) or equivalent national
measures implementing article 53 of the UCITS Directive, the firm
must ensure that a marketing communication relating to the scheme
contains a prominent statement drawing attention to the investment

policy.
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4) Where the net asset value of a UCITS scheme or EEA UCITS scheme
has, or is likely to have, high volatility owing to its portfolio
composition or the portfolio management techniques that are or may
be used, the firm must ensure that a marketing communication
relating to the scheme contains a prominent statement drawing
attention to that characteristic.

[Note: articles 54(3), 70(2), 70(3) and 77 of the UCITS Directive]
Marketing communications relating to a feeder UCITS

R A firm must ensure that a marketing communication (other than a key
investor information document or EEA key investor information document)
relating to a feeder UCITS contains a statement that the feeder UCITS

permanently invests at least 85% in value of its assets in units of its master
UCITS.

[Note: article 63(4) of the UCITS Directive]

Amend the following as shown.

6.4

6.4.3

111

Disclosure of charges, remuneration and commission

Disclosure of commission (or equivalent) for packaged products

R

(4) This rule does not apply if:

(c) the firm provides the client with a key features document, er a
simplified prospectus, a key investor information document or
EEA key investor information document, in accordance with
COBS 14, provided that the firm discloses to the client the actual
amount or value of commission or equivalent within five
business days of effecting the transaction.

Application

Application of section on personal account dealing
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The EEA territorial scope rule modifies the default territorial scope of the
section on personal account dealing (see COBS 11.7) to the extent necessary
to be compatible with European law (see paragraph 1.1RG of Part 3 of
COBS 1 Annex 1). This means that the section on personal account dealing
also applies to passported activities carried on by a UK MiFID investment
firm or a UK UCITS management company from a branch in another EEA
state, but does not apply to the UK branch of an EEA MiFID investment
firm in relation to its MiFID business or of an EEA UCITS management
company in relation to activities it is entitled to carry on in the United
Kingdom under the UCITS Directive.

Best execution

Obligation to execute orders on terms most favourable to the client

R

A firm must take all reasonable steps to obtain, when executing orders, the
best possible result for its clients taking into account the execution factors.

[Note: article 21(1) of MiFID and article 25(2) first sentence of the UCITS
implementing Directive]

Execution of decisions by UCITS management companies to deal on behalf of the

schemes they manage

R

A management company must, in relation to each UCITS scheme or EEA
UCITS scheme it manages, act in the best interests of the scheme when
executing decisions to deal on its behalf in the context of the management of
its portfolio, and COBS 11.2.1R applies in relation to all such decisions.

[Note: article 25(1) of the UCITS implementing Directive]

Application of best execution obligation

G

Management companies: execution and transmission of orders

G

(1) A management company should, for each UCITS scheme or EEA
UCITS scheme it manages, act in the best interests of the scheme when
directly executing orders to deal on its behalf or when transmitting
those orders to third parties.

(2) When executing orders on behalf of any such scheme it manages, a
management company is expected to take all reasonable steps to
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obtain the best possible result for the scheme on a consistent basis,
taking into account price, costs, speed, likelihood of execution and
settlement, size and nature of the order or any other consideration
relevant to the execution of the order.

[Note: recital (19) to the UCITS implementing Directive]

Best execution criteria

R

When executing a client order, a firm must take into account the following
criteria for determining the relative importance of the execution factors:

(4) the characteristics of the execution venues to which that order can be
directed; and

(5) for a management company, the objectives, investment policy and
risks specific to the UCITS scheme or EEA UCITS scheme, as
indicated in its prospectus or instrument constituting the scheme.

[Note: article 44(1) of the MiFID implementing Directive and article 25(2)
second sentence of the UCITS implementing Directive]

Requirement for order execution arrangements including an order execution policy

R

R

A firm must establish and implement effective arrangements for complying
with the obligation to take all reasonable steps to obtain the best possible
result for its clients. In particular, the firm must establish and implement an
order execution policy to allow it to obtain, for its client orders, the best
possible result in accordance with that obligation.

[Note: article 21(2) of MiFID and article 25(3) first paragraph of the UCITS
implementing Directive]

A management company must make available appropriate information on its
execution policy and on any material changes to that policy to the
unitholders of each scheme it manages.

[Note: article 25(3) second part of the second paragraph of the UCITS

implementing Directive]

Client consent to execution policy and execution of orders outside a regulated
market or MTF
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11225 R (1) A firm (other than a management company providing collective
portfolio management services for a UCITS scheme or an EEA
UCITS scheme) must obtain the prior consent of its clients to the
execution policy.

(2) In the case of a management company providing collective portfolio
management services for an ICVC that is a UCITS scheme, or for an
EEA UCITS scheme that is structured as an investment company, the
management company must obtain the prior consent of the ICVC or
investment company to the execution policy.

3) In the case of a management company that is the ACD of an ICVC
that is a UCITS scheme, (2) does not apply where the ACD s the
sole director of the ICVC.

[Note: paragraph 2 of article 21(3) of MiFID and article 25(3) first part of
the second paragraph of the UCITS implementing Directive]

Monitoring the effectiveness of execution arrangements and policy

11.227 R A firm must monitor the effectiveness of its order execution arrangements
and execution policy in order to identify and, where appropriate, correct any
deficiencies. In particular, it must assess on a regular basis, whether the
execution venues included in the order execution policy provide for the best
possible result for the client or whether it needs to make changes to its
execution arrangements. The firm must notify clients of any material
changes to their order execution arrangements or execution policy.

[Note: article 21(4) of MiFID and article 25(4) first paragraph of the UCITS
implementing Directive]

Review of the order execution policy

11228 R (1) A firm must review annually its execution policy, as well as its order
execution arrangements.

(2) This review must also be carried out whenever a material change
occurs that affects the firm s ability to continue to obtain the best
possible result for the execution of its client orders on a consistent
basis using the venues included in its execution policy.

[Note: article 46(1) of the MiFID implementing Directive and article 25(4)
second paragraph of the UCITS implementing Directive]

Demonstration of execution of orders in accordance with execution policy

11229 R (@) A firm other than a management company must be able to
demonstrate to its clients, at their request, that it has executed their
orders in accordance with its execution policy.
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(2) A management company must be able to demonstrate that it has
executed orders on behalf of any UCITS scheme or EEA UCITS
scheme it manages in accordance with its execution policy.

[Note: article 21(5) of MiFID and article 25(5) of the UCITS implementing
Directive]

Duty of portfolio managers, and receivers and transmitters and management
companies to act in clients’ best interests

R

R

A firm must, when providing the service of portfolio management or, for a
management company, collective portfolio management, comply with the
obligation to act in accordance with the best interests of its clients when
placing orders with other entities for execution that result from decisions by
the firm to deal in financial instruments on behalf of its client.

[Note: article 45(1) of MiFID implementing Directive and article 26(1) of
the UCITS implementing Directive]

In order to comply with the obligation to act in accordance with the best
interests of its clients when it places an order with, or transmits an order to,
another entity for execution, a firm must:

[Note: article 45(3) of the MiFID implementing Directive and article 26(1)
of the UCITS implementing Directive]

1) take all reasonable steps to obtain the best possible result for its
clients taking into account the execution factors. The relative
importance of these factors must be determined by reference to the
execution criteria and, for retai-chients retail clients, to the
requirement to determine the best possible result in terms of the
total consideration (see COBS 11.2.7R).

A firm satisfies its obligation to act in accordance with the best
interests of its clients, and is not required to take the steps
mentioned above, to the extent that it follows specific instructions
from its client when placing an order with, or transmitting an order
to, another entity for execution;

[Note: paragraph 1 and 2 of article 45(4) of the MiFID
implementing Directive and article 26(2) first paragraph of the
UCITS implementing Directive]

(2) establish and implement a policy to enable it to comply with the
obligation to take all reasonable steps to obtain the best possible
result for its clients. The policy must identify, in respect of each
class of instruments, the entities with which the orders are placed
or to which the firm transmits orders for execution. The entities
identified must have execution arrangements that enable the firm
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to comply with its obligations under this section or, for a
management company, must only enter into arrangements for
execution where those arrangements are consistent with the
requirements of this section, when it places an order with, or
transmits an order to, that entity for execution;

[Note: paragraph 1 of article 45(5) of the MiFID implementing
Directive and article 26(2) second paragraph of the UCITS
implementing Directive]

(3) provide appropriate information to its clients on the policy
established in accordance with COBS 11.2.32R(2) or, for a
management company, make available to unitholders appropriate
information on that policy and on any material changes to it;

[Note: paragraph 2 of article 45(5) of the MiFID implementing
Directive and article 26(2) second paragraph last sentence of the
UCITS implementing Directive]

4) monitor on a regular basis the effectiveness of the policy and, in
particular, the execution quality of the entities identified in that
policy and, where appropriate, correct any deficiencies; and

[Note: first paragraph of article 45(6) of the MiFID implementing
Directive and article 26(3) first paragraph of the UCITS
implementing Directive]

(5) review the policy annually. This review must also be carried out
whenever a material change occurs that affects the firm’s ability to
continue to obtain the best possible result for its clients.

[Note: second paragraph of article 45(6) of the MiFID
implementing Directive and article 26(3) second paragraph of the
UCITS implementing Directive]

A management company must be able to demonstrate that it has placed
orders on behalf of any UCITS scheme or EEA UCITS scheme it manages in
accordance with the policy referred to in COBS 11.2.32R(2).

[Note: article 26(4) of the UCITS implementing Directive]

The provisions applying to a firm which places orders with, or transmits
orders to, other entities for execution (see COBS 11.2.30R to COBS
11.2.33G) will not apply when the firm which provides the services of
portfolio management or collective portfolio management and/or service of
reception and transmission of orders also executes the orders received or the
decisions to deal on behalf of its elient’s client’s portfolio. In those cases
the requirements of this section for firms who execute orders apply (see
COBS 11.2.1R to COBS 11.2.29R).
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[Note: article 45(7) of the MiFID implementing Directive and article 25 of
the UCITS implementing Directive]

Client order handling

General principles

R

R

R

(1) A firm (other than a management company providing collective
portfolio management services) which is authorised to execute
orders on behalf of clients must implement procedures and
arrangements which provide for the prompt, fair and expeditious
execution of client orders, relative to other orders or the trading
interests of the firm.

[Note: paragraph 1 of article 22(1) of MiFID]
)

3) A management company providing collective portfolio
management services, must establish and implement procedures
and arrangements in respect of all client orders it carries out which
provide for the prompt, fair and expeditious execution of portfolio
transactions on behalf of the UCITS scheme or EEA UCITS
scheme it manages.

[Note: article 27(1) first paragraph of the UCITS implementing
Directive]

A firm must satisfy the following conditions when carrying out client
orders:

[Note: article 47(1) of MiFID implementing Directive, and article 19(1) of
MiIFID and article 27(1) second paragraph of the UCITS implementing
Directive]

Where a firm is responsible for overseeing or arranging the settlement of an
executed order or executes the order itself in the course of providing
collective portfolio management services, it must take all reasonable steps to
ensure that any client financial instruments or client funds received in
settlement of that executed order are promptly and correctly delivered to the
account of the appropriate client.

[Note: article 47(2) of MiFID implementing Directive, and article 19(1) of
MiFID and article 27(1) third paragraph of the UCITS implementing
Directive]
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A firm must not misuse information relating to pending client orders, and
shall take all reasonable steps to prevent the misuse of such information by
any of its relevant persons.

[Note: article 47(3) of MiFID implementing Directive, and article 19(1) of
MiFID and article 27(2) of the UCITS implementing Directive]

Aggregation and allocation of orders

R

R

A firm is not permitted to carry out a client order or a transaction for own
account in aggregation with another client order unless the following
conditions are met:

1) it must be unlikely that the aggregation of orders and transactions
will work overall to the disadvantage of any client whose order is
to be aggregated,;

(2) it must be disclosed to each client whose order is to be aggregated
that the effect of aggregation may work to its disadvantage in
relation to a particular order;

(3) an order allocation policy must be established and effectively
implemented, providing in sufficiently precise terms for the fair
allocation of aggregated orders and transactions, including how the
volume and price of orders determines allocations and the
treatment of partial executions.

[Note: article 48(1) of MiFID implementing Directive, and article 19(1) of
MiFID and article 28(1) of the UCITS implementing Directive]

If a firm aggregates a client order with one or more other orders and the
aggregated order is partially executed, it must allocate the related trades in
accordance with its order allocation policy.

[Note: article 48(2) of MiFID implementing Directive, and article 19(1) of
MiFID and article 28(2) of the UCITS implementing Directive]

Aggregation and allocation of transactions for own account

R

R

A firm which has aggregated transactions for own account with one or more
client orders must not allocate the related trades in a way which is
detrimental to a client.

[Note: article 49(1) of MiFID implementing Directive, and article 19(1) of
MiFID and article 28(3) of the UCITS implementing Directive]

(1) If a firm aggregates a client order with a transaction for own
account and the aggregated order is partially executed, it must
allocate the related trades to the client in priority to the firm.
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(2) However, if the firm is able to demonstrate on reasonable grounds
that without the combination it would not have been able to carry
out the order on such advantageous terms, or at all, it may allocate
the transaction for own account proportionally, in accordance with
its order allocation policy.

[Note: article 49(2) of MiFID implementing Directive, and article 19(1) of
MiFID and article 28(4) of the UCITS implementing Directive]

In this section, carrying out client orders includes:

(2) the placing of orders with other entities for execution that result
from decisions to deal in financial instruments on behalf of clients
when providing the services of portfolio management or collective
portfolio management;

Personal account dealing

Rule on personal account dealing

R

R

A firm that conducts designated investment business must establish,
implement and maintain arrangements aimed at preventing the following
activities. ..

(1) entering into a personal transaction which meets at least one of the
following criteria:

(c) itconflicts or is likely to conflict with an obligation of the
firm to a customer under the regulatory system or any other
obligation of the firm under MiFID or the UCITS Directive;

[Note: article 12(1) of MiFID implementing Directive and article 13(1) of
the UCITS implementing Directive]

The arrangements required under this section must in particular ...

[Note: article 12(2) of MiFID implementing Directive and article 13(2) of
the UCITS implementing Directive]
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Disapplication of rule on personal account dealing
11.7.5 R This section does not apply to ...

[Note: article 12(3) of MiFID implementing Directive and article 13(3) of
the UCITS implementing Directive]

11.7.6 R For the purposes of this section, a person who is not:

(1) a director, partner or equivalent, manager or appointed
representative (or, where applicable, a tied agent) of the firm; or

(2) a director, partner or equivalent, or manager of any appointed
representative (or, where applicable, a tied agent) of the firm;

will only be a relevant person to the extent that they are involved in the
provision of designated investment business or collective portfolio
management services.

13.1 The obligation to prepare product information

Exceptions

13.1.3 R A firm is not required to prepare:

(2) a key features document for:

(@ aunitinaUCITS scheme or a simplified prospectus scheme; or

(b) aunit in an EEA-simplified-prospectus-seheme EEA UCITS

scheme which is a recognised scheme; or

(3) a key features illustration;:

(@) foraunitinaUCITS scheme or a simplified prospectus
scheme; or

(b) foraunitinan EEA UCITS scheme which is a recognised
scheme; or

(c) ifitincludes the information from the key features illustration
in a key features document; or
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A single document prepared for more than one key features scheme; or
simplified prospectus scheme erEEA-simplified-prospectus-scheme may
combine more than one key features document, simplified prospectus or
EEA simplified prospectus or any combination of them, if the schemes are
offered through a funds supermarket service and the document clearly
describes the difference between the schemes.

Providing product information to clients

The provision rules

R

A firm that sells:

(1)

a packaged product to a retail client, must provide a key features
document and a key features illustration to that client (unless the
packaged product is a unit in a UCITS scheme, simplified prospectus

schemeeran-EEA-simplified-prospectus-scheme; or an EEA UCITS

scheme which is a recognised scheme);

ehen{— |deleted|

a unit in a UCITS scheme, or in an EEA UCITS scheme which is a
recognised scheme, to a client, must:

(a) provide a copy of the scheme’s key investor information
document or, as the case may be, EEA key investor information
document to that client; and

(b) where the client is a retail client, provide separately (unless
already provided) the information required by COBS
13.3.1R(2) (General requirements) and, if that client is present
in the EEA, the information required by (5)(a) and (b);

where the operator of a non-UCITS retail scheme has a dispensation
from the FSA in the form of a general waiver by consent under
which it may market units of the scheme on the basis of a key
investor information document (as modified by the general waiver
direction, a “NURS KII document”), rather than on the basis of a key
features document or simplified prospectus, a firm that sells units in
the scheme must comply with its obligations under this rule by:

(@ providing the retail client with the relevant NURS K|
document; and

(b) offering any client that is not a retail client the relevant
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NURS KII document;

on condition that it complies with each of the other rules in this
section in relation to the provision of the document, as if references
in those rules to a “key features document” or “simplified
prospectus” were a reference to the “NURS KII document”.

[Note: in respect of {(5)-anrd-(6)-(7), articles 1;-33{(1)-and-44 and 80 of the
UCITS Directive]

Provision of key investor information document

1421A R

1)

2

This rule applies to an authorised fund manager of a UCITS scheme
that is either an authorised unit trust or an ICVC, and an ICVC that is
a UCITS scheme.

An authorised fund manager and an ICVC in (1) that sells units in a
UCITS scheme directly, or through another natural or legal person
who acts on its behalf and under its full and unconditional
responsibility, must ensure that investors are provided with the key
investor information document for the scheme.

An authorised fund manager and an ICVC in (1) that does not sell
units in a UCITS scheme directly, or through another natural or legal
person who acts on its behalf and under its full and unconditional
responsibility, must ensure that the key investor information document
for the scheme is provided on request to product manufacturers and
intermediaries selling, or advising investors on, potential investments
in those UCITS schemes or in products offering exposure to them.

The key investor information document must be provided to investors
free of charge.

An authorised fund manager and an ICVC in (1) may, instead of
providing the key investor information document to investors in paper
copy in accordance with (2), provide it in a durable medium other than
paper or by means of a website that meets the website conditions, in
which case the authorised fund manager and ICVC must:

(a) deliver a paper copy of the key investor information document
to the investor on request and free of charge; and

(b) make available an up-to-date version of the key investor
information document to investors on the website of the ICVC
or authorised fund manager.

[Note: articles 80 and 81 of the UCITS Directive]
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Exception to the provision rules: key features documents, ard simplified
prospectuses and key investor information documents

14.2.5 R A firm is not required to provide:

4) a simplified prospectus if:

(@) I . irod tror the simolified
the-chient-by-therules-of another EEA-Stater-or [deleted]

(b)

Note: - (4). articles 1. 33(1) and 44 of irective]

Exception to the provision rules: key features documents, key features illustrations
and, simplified prospectuses and key investor information documents

14.2.9 R A firm is not required to provide a key features document, a key features
illustration or a simplified prospectus for a key features scheme or simplified
prospectus scheme if:

INote: articles L 33(1) and44-of 4 irective]

14.29A R For the purposes of the provision rules in relation to a key investor
information document, a firm:

(1) may satisfy the requirement to provide the document to the investor
by providing it to a person who has written authority to make
investment decisions on that investor’s behalf; and

(2) is not required to consider as a new transaction:

(a) a subscription to units in a UCITS scheme or an EEA UCITS
scheme in which the client already holds units; or

(b)  aseries of connected transactions undertaken as the
consequence of a single investment decision; or

©) a decision by the client to switch from one class of units to
another in the same scheme;

if an up-to-date version of the key investor information document for
the scheme or the relevant class of units has already been provided

Page 68 of 257



14.2.10

14211

14.2.14

G

FSA 2011/39

to that client.

[Note: article 80 of the UCITS Directive]

1)

2

Although a firm is not always required to provide a simplified
prospectus to a client (COBS 14.2.9R), the obligation to offer the
prospectus to the client (COBS 14.2.1R(5)) remains.

The FSA would regard a decision to subscribe to a reqular monthly
savings plan as a single investment decision for the purpose of
COBS 14.2.9AR(2)(b). However, a subsequent decision by the
client to increase the amount of the reqular contributions to be
invested in units of a particular scheme or to direct the contributions
to a different scheme, would in each case constitute a new
transaction.

Exception to the provision rules: aggregated scheme documents

R

A firm may provide a single document, which describes more than one key
features scheme; or simplified prospectus scheme erEEA-simplified
prospectus-scheme, or any combination of those schemes, if:

(3) (in the case of a simplified prospectus scheme eran EEA-simplified
proespecetus-scheme) the firm also offers eepies a copy of the relevant
prospectuses prospectus to the client.

E . articl 1) of 4 irective]

The timing rules

R

When the rules in this section require a firm to:

(1)

@)

(3)

offer a simplified prospectus erar-EEA-simplified-prospectus
scheme to a client, that prospectus must be offered free of charge

before the conclusion of the contract; or

provide a key features document, a simplified prospectus, ar-EEA
simphified-prospectus-seheme or any other document or information
to a client, the document or information must be provided free of
charge and in good time before the firm carries on the relevant
business; or

provide a key investor information document or EEA key investor
information document to a client, it must be provided in good time
before the client’s proposed subscription for units in the scheme.

[Note: article 33(1) 80 of the UCITS directive Directive]
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Exception to the timing rules: distance contracts and voice telephony
communications

R

R

(1)

A firm may provide a document, or the information required to be
provided by the rules in this section, in a durable medium
immediately after the conclusion of a distance contract, if the
contract has been concluded at a client's request using a means of
distance communication that does not enable the document or
information to be provided in that form in good time before the
client is bound by the contract.

The exception in (1) does not apply in relation to the provision of an
EEA key investor information document or a key investor
information document required to be provided under COBS 14.2.1R
and COBS 14.2.1AR.

Where the rules in this section require a document or information to
be provided, in the case of a voice telephony communication, a firm
must:

(@) ifthe client gives explicit consent to receiving only limited
information, provide the abbreviated distance marketing
disclosure information (COBS 5 Annex 2R) orally to the
client;

&)(b) if the ehient client does not give explicit consent to only
receiving limited information, and the parties wish to
proceed by voice telephony communication, provide the
distance marketing information (COBS 5 Annex 1R) orally
to the elient client;

3)(c) inthe case of (2)(a) or {2)}(b), send the documents or
information to the client in a durable medium immediately
after the contract is concluded.

The exception in (1) does not apply in relation to the provision of an
EEA key investor information document or a key investor
information document required to be provided under COBS 14.2.1R
and COBS 14.2.1AR.

Information about designated investments

G

Providing a key features document, key investor information document, EEA
key investor information document or simplified prospectus may satisfy the

requirements of the rules in this section.
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Information about UCITS schemes

R

G

If a firm provides a client with a simphtied-prospectus-oran-EEA-simplified

prospectus key investor information document or EEA key investor
information document that meets the requirements of article-28 articles 78
and 79 of the UCITS Directive (see COLL 4.7 (Key investor information
and marketing communications)) and the KII Regulation, it will have
provided appropriate information for the purpose of the requirement to
disclose information on:

A simplitied-prospectus-prevides key investor information document and

EEA key investor information document provide sufficient information in
relation to the costs and associated charges in respect of the UCITS seheme
itself. However, a firm distributing units units in a UCITS seheme should
also inform a client about all of the other costs and associated charges
related to the provision of its services in relation to units in the UCITS
scheme.

Occasional reporting

Execution of orders other than when managing investments

R

(6) In relation to subscription and redemption orders for units in a
UCITS scheme or EEA UCITS scheme executed by an authorised
fund manager, paragraphs (1), (3) and (5) of this rule apply as if
references to:

(@) aclient and to a retail client were references to a unitholder in
the scheme; and

(b) trade confirmation information in paragraphs (1)(b) and (5)(b)
were to the information in paragraph (7).

(7) The notice referred to in paragraph (1)(b) must, where applicable,
for subscription and redemption orders for units in a UCITS scheme
or EEA UCITS scheme executed by an authorised fund manager,
include the following information:

(a) the identification of the management company;

(b) the name or other designation of the unitholder;

(c) the date and time of receipt of the order and method of
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payment;

the date of execution;

the identification of the UCITS scheme or EEA UCITS scheme;

the nature of the order (subscription or redemption);

the number of units involved:;

the unit price at which the units were subscribed or redeemed:

the reference valuation date;

the gross value of the order including charges for subscription
or net amount after charges for redemptions; and

the total sum of the commissions and expenses charged and
where the investor so requests, an itemised breakdown.

[Note: article 40 paragraphs (1) to (4) of the MiFID implementing Directive
and article 24 of the UCITS implementing Directive]

Operators of collective investment schemes

Additional application of COBS rules for management companies

185

1852A R

18.9 ICVCs
18.9.1 R

A management company must:

@)

2

in addition to complying with the COBS rules specified in COBS

18.5.2R, comply with COBS 11.7 (Personal account dealing); and

comply with COBS 2.3 (Inducements) as modified by COBS

2.3.2AR.

[Note: article 13(1) to 13(4) of the UCITS implementing Directive]

(1) ©Onhythe The financial promotion rules in COBS apply to an ICVC,
except that COBS 4.13 (UCITS) applies only to an ICVC that is a
UCITS scheme.

2

COBS 14.2 (Providing product information to clients) applies to an

ICVC that is a UCITS scheme.
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TP 2 Other Transitional Provisions
(1) 2 3) 4) ) (6)
Material Transitional provision Transitional | Handbook
to which provision: | provisions:
the dates in _coming
transitiona force into force
| provision
applies
2.6A | COBS (1) | Afirm is not required to From 1 July |1 July
14.2 and provide a key investor 2011 to 30 2011
COBS information document or EEA | June 2012
14.3 key investor information

document to a client in
accordance with COBS 14.2
and COBS 14.3 in relation to
the proposed sale of a unitin a
UCITS, if instead it meets the
requirements of the rules of
the Handbook as at 30 June
2011 in relation to the
preparation, offering and
provision of a simplified
prospectus or EEA simplified
prospectus, as if those rules
were still in force in relation to
the UCITS.

Paragraph (1) does not apply
where:

(a) in the case of a
management company,
it has already published

a key investor
information document

or an EEA key investor
information document;
or

(b) in the case of any other
firm, the document in
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(a) has already been
provided to it in
accordance with the
requirements of COBS
14.2;

in respect of the UCITS or sub-

fund or class of units of the
scheme, in relation to which a
sale of units is proposed.

[Note: article 118(2) of the UCITS Directive]
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Annex G
Amendments to the Supervision manual (SUP)

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

11.8 Changes in the circumstances of existing controllers

11.8.1 R A firm must notify the FSA immediately it becomes aware of any of the
following matters in respect of one or more of its controllers:

4) if a controller, who is authorised in another EEA State as ar a MiFID
investment firm, er BCD credit institution or UCITS management
company or under the Insurance Directives or the Insurance
Mediation Directive, ceases to be so authorised (registered in the case
en of an IMD insurance intermediary).

13 Exercise of passport rights by UK firms
13.1 Application and purpose

Application

13.1.3 G This chapter does not apply to:

4) the marketing of the units of a UCITS scheme by its eperater
management company in another EEA State under the UCITS
Directive (see COLEG2-1-8G paragraph 20B of Part 111 of Schedule 3
to the Act and COLL 12.4 (UCITS product passport)).

13.3 Establishing a branch in another EEA State

The conditions for establishing a branch

13.3.2 G A UK firm other than a UK pure reinsurer cannot establish a branch in
another EEA State for the first time under an EEA right unless the conditions
in paragraphs 19(2), (4) and (5) of Part 111 of Schedule 3 to the Act are
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satisfied. It is an offence for a UK firm which is not an authorised person to
contravene this prohibition (paragraph 21 of Part I11 of Schedule 3 to the Act).
These conditions are that:

1)
(2)

(2A)

the FSA has given notice (known as a consent notice) to the Host State
regulator; and

if the UK firm’s EEA right relates to providing collective portfolio

3)

management services, the FSA has provided to the Host State
requlator:

(@ confirmation that the firm has been authorised as a
management company under the provisions of the UCITS
Directive;

(b) a description of the scope of the firm’s authorisation; and

(©) details of any restriction on the types of EEA UCITS scheme
that the firm is authorised to manage; and

(a)
(b) in any other case:

Q) the Host State regulator has notified the UK firm (or,
where the UK firm is passporting under the Insurance
Directives, the FSA) of the applicable provisions or,
in the case of a UK firm passporting under MiFID or
the UCITS Directive, that the branch may be
established ; or

(i)

Issue of a consent notice to the Host State regulator

G (1 If the UK firm's EEA right derives from the Banking Consolidation
Directive; or MiFID erthe- UCIHFSDirective, the FSA ...
(1A) If the UK firm's EEA right derives from the UCITS Directive, the FSA

will give the Host State regulator a consent notice within two months
unless it has reason to doubt the adequacy of the UK firm's resources
or its administrative structure. The Host State regulator then has a
further two months to prepare for the supervision of the UK firm.
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Where a consent notice is given under the UCITS Directive, the FSA
will at the same time:

(@ communicate to the Host State regulator details of the
compensation scheme intended to protect investors; and

(b) enclose the information described at SUP 13.3.2G(2A).

UCITS management companies: other information to be provided to the Host State

G A UK firm seeking to provide collective portfolio management services from a

branch in another EEA State, is advised that it will need to refer to the rules of

the competent authority of the UCITS Home State implementing article 20 of

the UCITS Directive which will require it to submit to that competent

authority information relating to its depositary agreement and certain

delegation arrangements.

Providing cross border services into another EEA State

Issuing a consent notice or notifying the Host State regulator

G (1)

(2B)

If the UK firm's EEA right derives from MiFID, the Banking
Consolidation Directive or the UCITS Directive, paragraph 20(3) of
Part I11 of Schedule 3 to the Act requires the FSA to send a copy of the
notice of intention to the Host State Regulator within one month of
receipt. Hewevera A UK firm passporting under the Banking
Consolidation Directive er-MiFHB may start providing cross border
services as soon as it satisfies the relevant conditions (see SUP
13.4.2G).

Where a consent notice is given under the UCITS Directive, the FSA

will at the same time:

(a) communicate to the Host State regulator details of the
compensation scheme intended to protect investors; and

(b) provide to the Host State requlator:

(i) confirmation that the firm has been authorised as a
management company under the provisions of the
UCITS Directive;
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(ii)  adescription of the scope of the firm’s authorisation;
and

(iii)  details of any restriction on the types of EEA UCITS
scheme that the firm is authorised to manage.

Applicable provisions for cross border services

13.4.6 G (O H-the-UK-tirm-ts-passporting-under-the-UCHTS-Directive then-when
I | . I oo of i ‘o it should
i i ! istons: [deleted]

UCITS management companies: other information to be provided to the Host State

13.4.7 G A UK firm seeking to provide collective portfolio management services in
another EEA State under the freedom to provide cross border services, is
advised that it will need to refer to the rules of the competent authority of the
UCITS Home State implementing article 20 of the UCITS Directive which will
require it to submit to that competent authority information relating to its
depositary agreement and certain delegation arrangements.

135 Notices of intention

Specified contents: notice of intention to provide cross border services

13.5.2 R A UK firm wishing to provide cross border services into a particular EEA
State for the first time under an EEA right must submit a notice in the form set
out in:

(4) SUP 13 Annex 6R, if the UK firm is a management company
passporting under the UCITS Directive.

13 Annex 1R Passporting: Notification of intention to establish a branch in another
EEA state

[see next page]
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Financial Services Authority

Passporting

Notification of intention to establish
a branch in another EEA state

(SUP 13 Annex 1 R — Notification under SUP 13.5.1 R)

Full name of firm

Purpose of this form

You should complete this form if you are a UK firm that wishes to exercise a passport right to
establish your first branch in a particular EEA State. You should also use this form if you are
a UK firm that wishes to notify us — the FSA — of changes to the details of your current
branch.

Important information you should read before completing this form

A UK firm can only use this form if it is entitled to establish a branch in another EEA State subject to
the conditions of a relevant single market directive (see Schedule 3 of the Financial Services and
Markets Act 2000 (FSMA)). By completing this form, you are confirming this is the case. UK firms
should consult the legislation or take their own legal advice both in the UK and in the relevant EEA
State(s) if they are in any doubt.

We give guidance on this in Chapter 13 of the Supervision manual (SUP). In particular, a UK firm
that wants to exercise an EEA right must have the specific activity included in its Scope of
Permission (unless the UK firm is a subsidiary of a firm which is a credit institution that meets the
criteria set out in the Banking Consolidation Directive).

Filling in the Form

1. If you are using your computer to complete the form, use the TAB key to move from
question to question and press SHIFT TAB to move back to the previous question. Once
completed, print the relevant sections and sign the declaration in section 10.

2. If you are filling in the form by hand, use black ink, write clearly and, once you have
completed the relevant sections, sign the declaration in section 10.

3. All firms should answer sections 1, 2 and 10. Sections 3-9 refer to specific directives and
only relevant sections should be completed. However, please answer all questions in the
sections relevant to you.

4. If there is not enough space on the form, you may need to use separate sheets of paper.
Clearly mark each separate sheet of paper with the relevant question number.

The Financial Services Authority
25 The North Colonnade

Canary Wharf

London

E14 5HS

UK

Telephone: +44 (0)20 7066 1000
Fax: +44 (0)20 7066 9798
Website: www.fsa.gov.uk

Registered as a Limited Company in England and Wales No 1920623. Registered Office as above.
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9 Undertakings for Collective Investment in Transferable Securities

9.1
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You must select those activities that you wish to carry out under the UCITS Directive as

listed in article 6(2) and (3) of the UCITS Directive.

Management of UCITS

Management of portfolios of investments, including
those owned by pension funds, in accordance with
mandates given by investors on a discretionary, client-

by-client basis, where those portfolios include one or
more of the instruments listed in Section C of Annex |
to MIFID.

Investment advice concerning one or more of the
Instruments listed in Section C of Annex I to MIFID.

Safekeeping and administration in relation to units of
collective investment undertakings.

Please give details of the firm's programme of operations

Note to Question
9.2

Provide a programme
of operations setting
out the activities and
services envisaged
according to article
6(2) and (3) and the
organisational

structure of the branch

which must include a
description of the risk
management process.

Provide also a
description of the
procedures and
arrangements for
dealing properly with
investor complaints

including how it is
ensured that there are

no restrictions on
investors exercising
such rights and the
arrangements for
making information
available at the
request of the public
or the competent

authority of the UCITS
Home State.

For a suggested
template firms may
adhere to question 4.2
when preparing a
programme of
operations
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Note: Other Requirements for UCITS management companies

In addition to the submission of this notice to the FSA, management companies
should note, where the application is to manage a UCITS in another EEA State, they
will be required by the rules of the competent authority of the UCITS Home State
implementing article 20 of the UCITS Directive to provide them with:

(1) the written agreement that has been entered into with the depositary; and

(2) information on delegation arrangements regarding the functions of
investment management and administration, as referred to in Annex Il to the

UCITS Directive.

If the management company already manages other UCITS of the same type as the
company is proposing to manage in the UCITS Home State, article 20 provides that
reference to the documentation already provided shall be sufficient for the purposes

of (1) and (2).

9.3 Please confirm if the information referred to above has been submitted to the
competent authority of the UCITS Home State. If it has not been submitted or if article
20is not applicable please explain why, including (if applicable) when it is expected
that the information will be provided.

910 Declaration

I enclose the following sections (mark the appropriate section) *

Section 1 — Contact Details (mandatory) O
Section 9 - Undertakings for Collective Investments in Transferable n
Securities

Section 910 — Declaration (mandatory) []
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After SUP 13 Annex 5 insert the following new annex. The text is not underlined.

13 Annex 6R Passporting: UCITS Directive

[see next page]
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Financial Services Authority

Passporting

Notification of intention to provide cross FS A
border services in another EEA state ®

(SUP 13 Annex 6R — Notification under SUP 13.5.2R)

Full name of firm

Purpose of this form

You should complete this form if you are a UK firm that wishes to exercise a passport right to
provide cross border services in another EEA State under the Undertakings for Collective
Investment in Transferable Securities Directive (“the UCITS Directive”).

You may also use this form if you are a UK firm that wishes to notify us (the FSA) of changes
to the details of its current cross border services.

Important information you should read before completing this form

A UK firm can only use this form if it is entitled to provide cross border services into another EEA
State subject to the conditions of the UCITS Directive (see Schedule 3 to the Financial Services and
Markets Act 2000 (FSMA)). By completing this form, you are confirming this is the case. UK firms
should consult the legislation or take legal advice both in the UK and in the relevant EEA State(s) if
they are in any doubt.

We give guidance on this in Chapter 13 of the Supervision manual (SUP). In particular, a UK firm
that wants to exercise an EEA right must have the specific activity included in its Scope of
Permission.

Filling in the form

1. If you are using your computer to complete the form, use the TAB key to move from
question to question and press SHIFT TAB to move back to the previous question. Once
completed, print the relevant sections and sign the declaration in section 4.

2. If you are filling in the form by hand, use black ink, write clearly and, once you have
completed the relevant sections, sign the declaration in section 4.

3. If there is not enough space on the form, you may need to use separate sheets of paper.
Clearly, mark each separate sheet of paper with the relevant question number.

The Financial Services Authority
25 The North Colonnade
Canary Wharf

London
E14 5HS
UK

Telephone: +44 (0)20 7066 1000

Fax: +44
Website:

(0)20 7066 9798
www.fsa.gov.uk

Registered as a Limited Company in England and Wales No 1920623. Registered Office as above.
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1.1 Details of the person we will contact about this application

FSA reference
number

Contact name

Telephone number

Fax number

Email address
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Note to Question 2.1

UK firms have the right to
provide cross border
services to Gibraltar.
References in this form to
an EEA State include
references to Gibraltar (see
the Financial Services and
Markets Act (Gibraltar)
Order 2001).

EEA UCITS Cross Border Services FormS

2 Details of the services to be provided

2.1 Please indicate the EEA State(s) into which services are to be provided.

States required

Austria

Belgium

Bulgaria

Cyprus

Czech Republic

Denmark

Estonia

Finland

France

Germany

Gibraltar

Greece

Hungary

Iceland

Ireland

Italy

Latvia

Liechtenstein

Lithuania

Luxembourg

Malta

Netherlands

Norway

Poland

Portugal

Romania

Slovak Republic

Slovenia

Spain

Sweden

All States

O ([Ojgpojgoiooooogogouogoooogojgoigog ot
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2.2

2.3

EEA UCITS Cross Border Services FormS
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If the firm intends to provide services into more than one EEA State, will these

services vary for each State?

Yes » [
No » O

Tell us the proposed date for the business to start.

Date

dd/mm/yy
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3 Undertakings for Collective Investment in Transferable Securities

3.1 You must select those activities that you wish to carry out under the UCITS
Directive as listed in article 6(2) and (3) of the UCITS Directive.

O

Management of UCITS

Management of portfolios of investments, including those owned  |[]
by pension funds, in accordance with mandates given by investors
on a discretionary, client-by-client basis, where those portfolios
include one or more of the instruments listed in Section C of
Annex | to MiFID.

Investment advice concerning one or more of the instruments [l
listed in Section C of Annex | to MiFID.
Safekeeping and administration in relation to units of collective N

investment undertakings.

3.2 Please give details of the firm's programme of operations

Note to Question
3.2

Provide a programme of
operations setting out
the activities and
services envisaged
according to article 6(2)
and (3) which must
include a description of
the risk management
process.

Provide also a
description of the
procedures and
arrangements for
dealing properly with
investor complaints,
including how it is
ensured that there are
no restrictions on
investors exercising
such rights and the
arrangements for
making information
available at the request
of the public or the
competent authority of
the UCITS Home State.
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Note to Declaration

If you are submitting this
notification electronically you
do not need to provide a
signature here. However, you
still need to have the authority
to make this notification on
behalf of the firm.

EEA UCITS Cross Border Services FormS FSA 2011/39

Note: Other Requirements for UCITS management companies

In addition to the submission of this notice to the FSA, management companies
should note, where the application is to manage a UCITS in another EEA State, they
will be required by the rules of the competent authority of the UCITS Home State
implementing article 20 of the UCITS Directive to provide them with:

(1) the written agreement that has been entered into with the depositary; and

(2) information on delegation arrangements regarding functions of investment
management and administration, as referred to in Annex Il to the UCITS
Directive.

If the management company already manages other UCITS of the same type as the
company is proposing to manage in the UCITS Home State, article 20 provides that
reference to the documentation already provided shall be sufficient for the purposes
of (1) and (2).

3.3 Please confirm if the information referred to above has been submitted to the
competent authority of the UCITS Home State. If it has not been submitted or if article
20 is not applicable please explain why, including (if applicable) when it is expected
that the information will be provided.

4 Declaration

It is a criminal offence to knowingly or recklessly give us information
that is false or misleading. If necessary, fplease_ seek appropriate
professional advice before supplying information to us.

There will be a delay in processing the application if any information is
inaccurate or incomplete. And failure to notify us immediately of any
significant chan?e to the information provided may result in a serious
delay in the application process.

= | understand it is a criminal offence knowingly or recklessly to give the
FSA information that is false or misleading in a material particular.

= | confirm that the information in this form is accurate and complete to the
best of my knowledge and belief.

= | confirm that | am authorised to sign on behalf of the firm.

Name
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Position

Signature

Date dd/mmlyy

I enclose the following sections

Section 1 — Contact details
Section 2 — Details of the services

Section 3 — Undertakings for Collective Investment
in Transferable Securities

Section 4 — Declaration
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1)

@)

EEA UCITS Cross Border Services FormS FSA 2011/39

Where to send this form

Please address the form to:
(a) a member of or for the attention of our Passport Notification Unit, or if submitted with an
application for Part IV permission, our Authorisation Department; and

(b) send it to us by one of the methods described in (2) below.

Please send the form by:

(@) emailing it to passport.notifications@fsa.gov.uk, if not submitted with an application for Part
IV Permission; or

(b) leaving the application at our Canary Wharf office (see (a) above) and obtaining a time-
stamped receipt; or

(c) posting it to The Financial Services Authority, 25 The North Colonnade, Canary Wharf,
London E14 5HS; or

(d) hand delivering it to a member of the Passport Notification Unit or, if submitted with an
application for Part IV permission, to the Authorisation Department; or

(e) faxing it to the Passport Notification Unit on 020 7066 9798 (if not submitted with an
application for Part IV Permission).

If you have any questions or need additional information, please contact the Passport Notification
Unit on 020 7066 1000 or email passport.notifications@fsa.gov.uk.
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Amend the following as shown.

13A.3
13A3.1C G
13A32 G

Quialifications for authorisation under the Act

1)

(1)

@)

Under paragraph 15A(1) of Part 11 of Schedule 3 to the Act, an
EEA UCITS management company intending to exercise an EEA
right to provide collective portfolio management services for a
UCITS scheme must, before it undertakes that activity, obtain the
FSA’s approval to manage that UCITS scheme. Firms should use
the application form set out in SUP 13A Annex 3R (EEA UCITS
management companies: application for approval to manage a
UCITS scheme established in the United Kingdom) for this

purpose.

If the FSA refuses the application referred to in (1), it will give a
notice to the firm and the firm s Home State regulator in
accordance with paragraph 15A of Part 11 of Schedule 3 to the
Act. Before refusing an application, the FSA will consult with the
firm’s Home State regulator.

Under paragraph 15B(1) of Part Il of Schedule 3 to the Act, if any
representations are made to the FSA by a firm to which the notice
referred to in (2) has been given, the FSA is required to decide
whether to withdraw that notice. If the FSA decides not to
withdraw that notice it must give the firm a decision notice.

For details of the 5S4 ’s procedures for the giving of notices see
DEPP 2 (Statutory notices and allocation of decision making).

On qualifying for authorisation, subject to SURP-13A-3:26(2) SUP
13A.3.1CG(1), an EEA firm will have permission to carry on each

permitted activity (see (3) below) which is a regulated activity.
Parags aph (1I)I ele_es Aot apply-o tllle aet'.“”ﬁ ol ele_alnllg H

U
@) thed <fios olis itionsi
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Fl.l'e ; S.’ It s-hotice H”dle' (22@('.”). Inaslte ve-given tg.“'EEEE’ '
paragraph-13(-of Part- H-of Schedule-3to-the-Act-and-wil
be simil . oo

Fei el_etalls 9.' the-FSAS plGGEd{ ures-for-tne ghing ell
aHecation-of-decision-making)- [deleted]

13A4 EEA firms establishing a branch in the United Kingdom
The conditions for establishing a branch
13A.4.1

13A.4.1A G  AnEEA UCITS management company may not exercise an EEA right to
provide collective portfolio management services for a UCITS scheme
from a branch in the United Kingdom until approved by the FSA to do so
(see SUP 13A.3.1CQG).

13A5 EEA firms providing cross border services into the United Kingdom

The conditions for providing cross border services into the United Kingdom
13A53 G

3) An EEA UCITS management company may not exercise an EEA
right to provide collective portfolio management services for a
UCITS scheme on a cross border services basis until approved by
the FSA to do so (see SUP 13A.3.1CGQG).

13A55 G An EEA firm (other than an EEA UCITS management company) that has
satisfied the service conditions in paragraph 14 of Part Il of Schedule 3 to
the Act is entitled to start providing cross border services into the United
Kingdom. In the case of an EEA UCITS management company, FSA
approval must first be obtained, as explained in SUP 13A.5.3G (see also
SUP 13A.3.1CG). However, an EEA firm that wishes to start providing
cross border services but has not yet received notification of the
applicable provisions may wish to contact the FSA's Passport
Notifications Unit (see SUP 13A.8.1G(2)).
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Application of the Handbook to Incoming EEA Firms

(1) Module
of
Handbook

(2) Potential application
to an incoming EEA
firm with respect to
activities carried on

from an establishment
of the firm (or its
appointed
representative) in the
United Kingdom

(3) Potential application
to an incoming EEA firm
with respect to activities
carried on other than
from an establishment of
the firm (or its appointed
representative) in the
United Kingdom

SYSC

SYSC 1 Annex 1.2.7G
reminds EEA MiFID
investment firms that they
must comply with the
common platform record-
keeping requirements in
relation to a branch in
the United Kingdom.

SYSC 1 Annex 1, Part 2,
2.7AG provides guidance
on the application of the
common platform
requirements to the UK
branch of an EEA UCITS
management company.

SYSCY ...

COLL

The following provisions
of COLL apply to an
EEA UCITS management

As column (2)(d), (e), (f)
and (q) and the other parts

of COLL specified.

company providing
collective portfolio
management services for
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a UCITS scheme:

(a) COLL 6.6A.2R
(Duties of AFMs of
UCITS schemes and
EEA UCITS schemes to
act in the best interests of
the scheme and its

unitholders);

(b) COLL 6.6A.4R (Due
diligence requirements of
AFMs of UCITS
schemes and EEA
UCITS schemes);

(c) COLL 6.6A5R
(Compliance with the
regulatory requirements
applicable to the conduct
of business activities of a
UCITS management

company);

(d) COLL 12.3.4R
(Provision of

documentation to the
FSA: EEA UCITS
management companies);

(e) the fund application
rules (see COLL 12.3.5R
(COLL fund rules under
the management
company passport: the
fund application rules);

(H) COLL 12.3.6R
(Requirement to make
information available to
the public or the FSA);

(9) COLL 12.3.7G (EEA
UCITS management
companies: compliance
with FSA rules); and

(h) COLL 12.3.8G (EEA
UCITS management
companies: conduct of
business rules).
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An EEA UCITS
management company
providing collective
portfolio management
services for a UCITS
scheme should be aware
that it will be expected to
comply with the above
rules in relation to all
aspects of the functioning

of the relevant UCITS
scheme where, for

example, COLL-apphy-H#

the firm:

(a) ts-the-operator-or
depositary of an AUT or
1SV C-or [deleted]

(b) wishes to apply for an
authorisation order to
establish an AUT or
ICVC as a UCITS
scheme; or

(ba) is the management
company of a UCITS
scheme that wishes to
exercise an EEA right to
market its units in
another EEA State; or

(c) is the operator of a
recognised scheme;-or

(d} wishes to apply for
:
recognised-seheme.

13A Annex 2G

Matters reserved to a Home State regulator

Application of the common platform requirements in SYSC to EEA MiFID
investment firms
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Whilst the common platform requirements (located in SYSC 4 — SYSC
10) do not generally apply to incoming EEA firms (but for EEA UCITS
management companies, see 8A below), EEA MiFID investment firms
must comply with the common platform record-keeping requirements in
relation to a branch in the United Kingdom.

App

lication of SYSC to EEA UCITS management companies

8A

SYSC 1 Annex 1 (Detailed application of SYSC), Part 2, 2.7AG
provides guidance on the application of the common platform
requirements to the UK branch of an EEA UCITS management

company.

Requirements under the UCITS Directive

11A

Article 19(8) of the UCITS Directive prohibits an EEA State from

imposing additional requirements on a management company
providing collective portfolio management services for a UCITS in its
territory on a cross-border basis by establishing a branch or under the
freedom to provide cross border services in respect of the subject
matter of the UCITS Directive, except in the cases expressly permitted
(see 11C below).

11B

A management company which provides collective portfolio

management services on a cross-border basis by establishing a branch
in another EEA State or under the freedom to provide services must
comply with the rules of the UCITS Home State which relate to the
constitution and functioning of the UCITS. Where the UCITS Home
State is the United Kingdom, the applicable rules that the EEA UCITS
management company must comply with are as follows:

(1) | COLL 12.3.4R (Provision of documentation to the FSA: EEA
UCITS management companies);

(2) | the fund application rules (see COLL 12.3.5R (COLL fund
rules under the management company passport: the fund
application rules)); and

(3) | COLL 12.3.6R (Requirement to make information available to
the public or the FSA).

11C

A management company, however, which provides collective

portfolio management services from a branch in another EEA State, is
obliged under article 17(4) to comply with the applicable rules of the
Host State requlator drawn up under article 14(1) that require a
management company to:

(1) | act honestly and fairly in conducting its business activities in
the best interests of the UCITS it manages and the integrity of
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the market;

(2) | act with due skill, care and diligence, in the best interests of
the UCITS it manages and the integrity of the market;

3) have and employ effectively the resources and procedures that
are necessary for the proper performance of its business
activities;

(4) | try to avoid conflicts of interests and, when they cannot be
avoided, to ensure that the UCITS it manages is fairly treated:;
and

(5) | comply with all regulatory requirements applicable to the
conduct of its business activities so as to promote the best
interests of its investors and the integrity of the market.

11D | The rules implementing the requirements set out in paragraph 11C (1)
to (5) are as follows:

(1) | SYSC, to the extent indicated in column A+ (Application to
management company) of Part 3 of SYSC 1 Annex 1 (Detailed
application of SYSC); and

(2) | COBS, to the extent indicated at paragraph 9.1 of Part 3 of
COBS 1 Annex 1 (Application).

(3) | COLL 6.6A.2R (Duties of AFMs of UCITS schemes and EEA
UCITS schemes to act in the best interests of the scheme and
its unitholders) (branch only);

(4) | COLL 6.6A.4R (Due diligence requirements of AFMs of
UCITS schemes and EEA UCITS schemes) (branch only); and

(5) | COLL 6.6A.5R (Compliance with the regulatory requirements
applicable to the conduct of business activities of a UCITS
management company) (branch only).

Territorial application of the Handbook

12

After SUP 13A Annex 2G insert the following new annex. The text is not underlined.

13A Annex 3R EEA UCITS management companies: application for
approval to manage a UCITS scheme established in the
United Kingdom
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provide collective portfolio management services for a UCITS scheme

must, before it undertakes that activity, obtain the FS4 s approval to
manage that UCITS scheme. Firms should use the application form

below for this purpose. Firms may cross refer to other sources where the

information has already been provided to the FSA.

Application by an EEA UCITS management company to manage
one or more UCITS schemes established in the United Kingdom
(paragraph 15A(1) of Part Il of Schedule 3 to the Financial Services

and Markets Act 2000).

Name and registered address of
management company:

Contact details for the person
submitting the application (including
telephone number and email address):

EEA State in which management
company is authorised:

Details of competent authority
providing authorisation of the
management company:

Set out details of the scope of
authorisation of the management
company including the type of funds
for which authorisation to manage has
been obtained and any limitations that
apply to the authorisation:

Name of each UCITS scheme to which
this application for approval relates:

Is the management company authorised
to manage the type of UCITS scheme to
which this approval relates? If not
provide details:

Has the management company
submitted the information required by
COLL 12.3.4R (Provision of
documentation to the FSA: EEA
UCITS management companies),
including the depositary agreement and
information on delegation
arrangements? Provide details:
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Signed by:
Title:
Dated:

When completed send this form to:
CIS Authorisations

The Financial Services Authority
25 the North Colonnade

London. E14 5HS

Or electronically to: cis@fsa.gov.uk

Amend the following as shown.

15.8  Notification in respect of particular products and services

Delegation by UK UCITS management companies

1586 R AUCHSmanagementcompany-mustnetify-the FSA-as-soen-as
N ablo if it dol e funct hird .

If a UK UCITS management company intends to delegate to a third
party any one or more of its functions for the more efficient conduct of
its business, it must first inform the FSA in an appropriate manner.

[Note: article 13(1)(a) of the UCITS Directive]

15.8.7 G A UK UCITS management company which delegates any of its
functions to a third party must, as well as complying with SUP 15.8.6R,
comply with the requirements in SYSC 8.1.13R (Additional
requirements for a management company) and COLL 6.6.15AR{2).
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Appendix 3 Guidance on passporting issues

App 3.9.6 G Activities set out in Article 5 6(2) and (3) of the UCITS Directive
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Amendments to the Decision Procedure and Penalties manual (DEPP)

In this Annex, underlining indicates new text and striking through indicates deleted text.

2.5.16

G  Anotice under section-264(2)-of paragraph 15A(4) of Schedule 3 to the Act
{rotification-of-non-comphance-with-UkJlaw) relating to a-coHeetive
investmentscheme-constituted-in-another- EEA-State the application by an
EEA firm for approval to manage a UCITS scheme is not a warning notice,

but the FSA will operate a procedure for a-section-264(2) this notice which
will be similar to the procedure for a warning notice.

2 Annex 1G Warning notices and decision notices under the Act and certain other

enactments

Section of
the Act

Description

Handbook
reference

Decision
maker

252A(4)(b)/

when the FSA is proposing or

COLL 11

Executive

(6)(a)

deciding to refuse approval of a
proposal by the manager of a
feeder UCITS to make an
alteration to the trust deed to
enable the feeder UCITS to
convert into a UCITS scheme
which is not a feeder UCITS

procedures

264(2)/265(4)

inate in the scl I
comply-with-UK-Jaw [deleted]
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Paragraph

when the FSA is notifying an EEA

SUP 13A

Executive

15A(4) of

firm wishing to manage a UCITS

Schedule 3

scheme and its Home State

requlator that the EEA firm does
not comply with the fund
application rules, or is not
authorised by its Home State
regulator to manage the type of
collective investment scheme for
which authorisation is required,
or has not provided the
documentation required under
article 20(1) of the UCITS
Directive

See DEPP
25.16 G

procedures

Paragraph
15A(5) of
Schedule 3

UiKHaw [deleted]

Paragraph

when the FSA is deciding not to

SUP 13A

Executive

15B(3)(a) of

withdraw a notice issued to an

Schedule 3

EEA firm wishing to manage a

UCITS scheme and to its Home
State requlator that the EEA firm
does not comply with the fund
application rules, or is not
authorised by its Home State
reqgulator to manage the type of
collective investment scheme for
which authorisation is required,
or has not provided the
documentation required under
article 20(1) of the UCITS
Directive

procedures

OEIC
Regulations
reference

Description

Handbook
reference

Decision
maker
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http://fsahandbook.info/FSA/glossary-html/handbook/Glossary/U?definition=G1205
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Requlation

when the FSA is proposing or COLL 11 Executive
22A(5)(b)/(8) | deciding to refuse approval of a procedures
(a) proposal by an ICVC which is a

feeder UCITS to make an
alteration to its instrument of
incorporation to enable it to
convert into a UCITS scheme
which is not a feeder UCITS
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Annex |

Amendments to the Dispute Resolution: Complaints sourcebook (DISP)

In this Annex, underlining indicates new text and striking through indicates deleted text.

INTRO 1

11

111

1.13

Introduction

Chapter 1: Treating complainants fairly

DISP 1 contains rules and guidance on how respondents should deal with
complaints promptly and fairly, including complaints that could be referred to the
FOS. Some of these rules also apply to certain branches of firms elsewhere in the
EEA and certain EEA firms carrying out activities in the United Kingdom under
the freedom to provide cross border services.

Purpose and application

Purpose

G  This chapter contains rules and guidance on how respondents should deal
promptly and fairly with complaints in respect of business carried on from
establishments in the United Kingdom e¥, by certain branches of firms in
the EEA or by certain EEA firms carrying out activities in the United
Kingdom under the freedom to provide cross border services. It is also
relevant to those who may wish to make a complaint or refer it to the
Financial Ombudsman Service.

Application to firms

R

(3) The complaints data publication rules do not apply in respect of
activities carried on from a branch of an EEA firm in the United
Kingdom or activities carried on by an EEA firm in the United
Kingdom under the freedom to provide cross border services.

Application to UCITS management companies

R  For complaints related to collective portfolio management services of a UK
UCITS management company for a UCITS scheme or an EEA UCITS
scheme, DISP 1.1.3R(1) applies, except where modified as follows:

Page 104 of 257



1.1.12

1.2

FSA 2011/39

(1) the consumer awareness rules, complaints handling rules and
complaints record rule apply in respect of complaints from
unitholders rather than from eligible complainants; and

(2) _the consumer awareness rules, the complaints handling rules and the
complaints record rule, as modified in (1), also apply where the
services are provided from a branch in another EEA State (and any
reference to respondent in the consumer awareness rules includes
such a branch):

R For complaints related to collective portfolio management services of an
EEA UCITS management company for a UCITS scheme, DISP 1.1.3R(1)
applies, except where modified as follows:

(1) where the services are provided from a branch in the United Kingdom,
the consumer awareness rules, complaints handling rules and
complaints record rule apply in respect of complaints from
unitholders rather than from eligible complainants; and

(2) this chapter, except the consumer awareness rules, complaints
handling rules, complaints record rule and complaints data
publication rules, also applies to an EEA UCITS management
company providing services in the United Kingdom under the freedom
to provide cross border services.

R (1)  Afirm, payment service provider or electronic money issuer falling
within the Compulsory Jurisdiction which does not conduct business
with eligible complainants and has no reasonable likelihood of
doing so, can, by written notification to the FSA, claim exemption
from the rules relating to the funding of the Financial Ombudsman
Service, and from the remainder of this chapter.

2 Notwithstanding (1);:

(a the complaints handling rules and complaints record rule
will continue to apply in respect of complaints concerning
MiFID business; and

(b)  the consumer awareness rules, the complaints handling rules
and the complaints record rule will continue to apply in
respect of complaints concerning the provision of collective
portfolio management services.

Consumer awareness rules

Publishing and providing summary details
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[Note: article 15 of the UCITS Directive]

These summary details should cover at least:

1)

(2) (where the complaint falls within the jurisdiction of the Financial
Ombudsman Service) that, if the complaint is not resolved, the
complainant may be entitled to refer it to the Financial Ombudsman
Service.

DISP 1.2.5G does not apply to a branch of a UK UCITS management
company in another EEA State.

Complaints handling rules

R

[Note: article 10 of the MiFID implementing Directive and article 6(1) of
the UCITS implementing Directive]

[Note: article 6(3) of the UCITS implementing Directive]

Procedures for UCITS management companies

A UK UCITS management company must ensure that the procedures it
establishes under DISP 1.3.1R for the reasonable and prompt handling of
complaints require that:

(1) there are no restrictions on unitholders exercising their rights in the
event that the UCITS is authorised in an EEA State other than the
United Kingdom; and

(2) unitholders are allowed to file complaints in any of the official
languages of the Home State of the UCITS scheme or EEA UCITS
scheme or of any EEA State to which a notification has been
transmitted by the competent authority of the scheme’s Home State in
accordance with article 93 of the UCITS Directive.

[Note: article 15 of the UCITS Directive]
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1 Annex 2G

Complaints resolved by close of the next business day
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R The following rules do not apply to a complaint that is resolved by a
respondent by close of business on the business day following its receipt:

(4)

the complaints record rule, if the complaint does not relate to MiFID
business or collective portfolio management services for a UCITS

scheme or an EEA UCITS scheme; and

Complaints record rule

R Afirm, including, in the case of MiFID business or collective portfolio
management services for a UCITS scheme or an EEA UCITS scheme, a

branch of a UK firm in another EEA State, must keep a record of each
complaint received and the measures taken for its resolution and retain that
record for:

1)

(2)

at least five years where the complaint relates to MiFID business or
collective portfolio management services for a UCITS scheme or an

EEA UCITS scheme; and

three years for all other complaints;

from the date the complaint was received.

[Note: article 10 of the MiFID implementing Directive and article 6(2) of

the UCITS implementing Directive]

Application of DISP 1 to type of respondent

Type of
respondent

DISP 1.2

Consumer

awareness
rules

DISP 1.3
Complaints
handling rules

DISP14-18
Complaints
resolution
rules etc

DISP 1.9
Complaints
record rule

DISP 1.10
Complaints
reporting rules

DISP 1.10A
Complaints
data
publication
rules

firm (other
than a UCITS
management
company when
providing
collective
portfolio

management
services in
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respect of a
UCITS scheme

or an EEA
UCITS
scheme) in
relation to
complaints
concerning
non-MiFID
business

firm in relation
to complaints
concerning
MiFID
business

UK UCITS

Applies for

Applies for

Applies for

management

unitholders

unitholders

eligible

company in
relation to
complaints
concerning
collective
portfolio
management
services in
respect of a
UCITS scheme
or an EEA
UCITS scheme

provided under
the freedom to

provide cross
border
Services.

complainants

Applies for

Applies for

Applies for

unitholders

eligible

complainants

eligible
complainants

branch of a

Applies for

Applies for

Does not apply

Applies for

Does not apply

Does not apply

UK UCITS

unitholders

unitholders

management

company in
another EEA

State in
relation to
complaints
concerning
collective
portfolio
management
services in
respect of an
EEA UCITS
scheme

unitholders

branch of a
UK firm (other
than a UK
UCITS
management
company when
providing
collective
portfolio

management
services in

respect of an
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EEA UCITS
scheme) in
another EEA
State in
relation to
complaints
concerning
non-MiFID
business

branch of a
UK firmin
another EEA
State in
relation to
complaints
concerning
MiFID
business

incoming
branch of an
EEA firm
(other than an
EEA UCITS
management
company when
providing
collective
portfolio
management
services in
respect of an
EEA UCITS
scheme) in
relation to
complaints
concerning
non-MiFID
business

branch of an
EEA firmin
relation to
complaints
concerning
MiFID
business

incoming

Applies for

Applies for

Applies for

branch of an

unitholders

unitholders

eligible

EEA UCITS
management

company in
relation to
complaints
concerning
collective
portfolio
management
services in

respect of a
UCITS scheme

complainants

Applies for

Applies for

Does not apply

unitholders

eligible

complainants

incoming EEA

Does not apply

Does not apply

Applies for

UCITS

eligible

Does not apply

Applies for

Does not apply

eligible
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management
company in
relation to
complaints
concerning
collective
portfolio
management
services in
respect of a
UCITS scheme
provided under
the freedom to
provide cross
border
services

complainants complainants

2.6

What is the territorial scope of the relevant jurisdiction?

Compulsory Jurisdiction

2.6.1 R

2.6.2 G

)

This:

1)

()

The Compulsory Jurisdiction covers enly complaints about the
activities of a firm (including its appointed representatives), of a
payment service provider (including agents of a payment institution)
or of an electronic money issuer (including agents of an electronic
money institution) carried on from an establishment in the United
Kingdom.

The Compulsory Jurisdiction also covers complaints about collective
portfolio management services provided by an EEA UCITS
management company managing a UCITS scheme from an
establishment in another EEA State under the freedom to provide
cross border services.

includes incoming EEA firms, incoming EEA authorised payment
institutions, incoming EEA authorised electronic money institutions
and incoming Treaty firms; but

excludes complaints about business conducted in the United Kingdom
on a services basis from an establishment outside the United Kingdom
(other than complaints about collective portfolio management services
provided by an EEA UCITS management company in managing a
UCITS scheme).
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Schedule 1  Record keeping requirements
Schl12 G
Handbook Subject of Contents of When record | Retention period
reference record record must be made
DISP19.1R 5 years for
complaints
relating to
MiFID business
or collective
portfolio

management
services and 3

years for all
other complaints
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Annex J

Amendments to the Compensation sourcebook (COMP)

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

5.5.2

6.2.2

COMP 5.5.1R only applies if the protected investment business was carried
on from:

1)
@)

3)

an establishment of the relevant person in the United Kingdom; or
a branch of a UK firm which is:
(@ aMiFID investment firm established in another EEA State; or

(b) a UCITS management company established in another EEA State
(but only in relation to managing investments (other than efa
collective-investment-scheme collective portfolio management),
advising on investments or safeguarding and administering
investments);

and the claim is an ICD claim; or
both (1) and (2); or

(@) aUK branch of an EEA UCITS management company; or

(b) an establishment of such an EEA UCITS management company in
its Home State from which cross border services are being carried
on;

and in either case the management company is providing collective
portfolio management services for a UCITS scheme but only if the claim
relates to that activity.

An incoming EEA firm, which is a credit institution, an IMD insurance
intermediary; or a MiFID investment firm eraJCHFS-management
coempany, and its appointed representatives are not relevant persons in
relatlon to the firms’s passported activities, unless it has top up cover

nvestments). (See definition of “participant firm”).

An EEA UCITS management company providing collective portfolio
management services for a UCITS scheme from a branch in the United
Kingdom or under the freedom to provide cross border services, is a
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relevant person to the extent that it carries on those services.

(3) An EEA UCITS management company carrying on the activities of
managing investments (other than collective portfolio management),
advising on investments or safeguarding and administering investments,
is not a relevant person in relation to those activities, unless it has top-

up cover.

(1) Anincoming EEA firm, which is a credit institution, an IMD insurance
intermediary; or an MiFID investment firm era-UCHFS-management
company is not a participant firm in relation to its passported activities
unless it “tops-up” into the compensation scheme fera-"UCHFS

thisisonly.f . | activities).
This reflects section 213(10) of the Act (The compensation scheme) and
regulation 2 of the Electing Participants Regulations (Persons not to be
regarded as relevant persons). If an incoming EEA firm also carries on

non-passported activities {erfora-UCHS-management-company;
certain-passported-activities) for which the compensation scheme

provides cover, it will be a participant firm in relation to those activities
and will be covered by the compensation scheme for those activities in
the usual way.

(2) Whether an incoming EEA firm which is an EEA UCITS management
company is a participant firm in relation to its passported activities
depends on the nature of its activities. In so far as it carries on the
activities of managing investments (other than collective portfolio
management), advising on investments or safequarding and
administering investments, it is not a participant firm unless it “tops-up”
into the compensation scheme. To the extent that such a firm provides
collective portfolio management services for a UCITS scheme from a
branch in the United Kingdom or under the freedom to provide cross
border services, it is a participant firm in respect of those services.

In relation to an incoming EEA firm’s passported activities, its Home State
compensation scheme must provide compensation cover in respect of
business within the scope of the Deposit Guarantee Directive, Investors
Compensation Directive and article 5(3) article 6(3) of the UCITS Directive,
whether that business is carried on from a UK branch or on a cross border
services basis. (For a an EEA UCITS management company, this is only for
certain passported activities, namely managing investments (other than
collective portfolio management), advising on investments or safequarding
and administering investments.) ...

A notice under COMP 14.2.1R should include details confirming that the
incoming EEA firm falls within a prescribed category. In summary:
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(1) the firm must be:
(@ a credit institution;; or
(b)  an IMD insurance intermediary; or
©) an a MiFID investment firm; or

(d)  aUCITS management company that carries on the activities of
managing investments (other than collective portfolio
management), advising on investments or safequarding and
administering investments;

(2) the firm must have established a branch in the United Kingdom in the
exercise of an EEA right; and

(3) the scope and/or level of cover provided by the firm’s Home State
compensation scheme must be less than that provided by the
compensation scheme.

After COMP 14.4 insert the following new section. The text is not underlined.

145

145.1

EEA UCITS management companies

R

Where an EEA UCITS management company provides collective portfolio
management services for a UCITS scheme from a branch in the United
Kingdom, or under the freedom to provide cross border services, the FSCS
must allocate the firm to the sub-class or sub-classes which seems to the
FSCS to be most appropriate, taking into account the nature of the firm s
business activities.
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Annex K

Amendments to the Collective Investment Schemes sourcebook (COLL)

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

111

1.1.1C

Application

G

(1)  This sourcebook, except for COLL 9 (Recognised schemes), applies to:

(b) ACDs, other directors and depositaries of ICVCs; and

(c) managers and trustees of authorised unit trust schemes (AUTS);
and

(d) to the extent indicated, UK UCITS management companies
operating EEA UCITS schemes.

(3) COLL 11.5 (Auditors) also applies to auditors of master UCITS and
feeder UCITS which are UCITS schemes.

(4) This sourcebook also applies to EEA UCITS management companies of
UCITS schemes to the extent required by the UCITS Directive.

EEA territorial scope: compatibility with European law

R

(1)  The territorial scope of this sourcebook is modified to the extent
necessary to be compatible with European law.

(2)  This rule overrides every other rule in this sourcebook.

EEA UCITS management companies of UCITS schemes

G

An EEA UCITS management company that is providing collective portfolio
management services for a UCITS scheme from a branch in the United
Kingdom, or under the freedom to provide cross border services, is advised
that where it operates a UCITS scheme as its designated management
company, it meets the Glossary definition of an “ACD” of an ICVC or a
“manager” of an AUT which in either case is a UCITS scheme. Such firms
should be aware that provisions in this sourcebook that apply to an ACD or a
manager of a UCITS scheme accordingly apply to them, unless otherwise
indicated: see COLL 12.3 (EEA UCITS management companies) for further
details.
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Purpose
112 G

(2) In addition, this sourcebook implements part of the requirements of
the UCITS Directive to meet EU law obligations relevant to
authorised funds_and management companies, with other requirements
implemented in other parts of the Handbook.

UCITS management company and product passport

1.1.2A G COLL 12 provides for the application of COLL in relation to the management
company passport under the UCITS Directive. It explains how the passporting
regime applies to both UK UCITS management companies and EEA UCITS
management companies when providing collective portfolio management
services on a cross-border basis. It also explains how the product passport (for
UCITS) operates and how UCITS schemes may be marketed in other EEA
States.

Umbrella schemes

1.2.1A G Any authorised fund may be structured as an umbrella with separate sub-
funds.

[Note: article 1(2) second paragraph of the UCITS Directive]

UCITS schemes

123 R A UCITS scheme is deemed to be established in the United Kingdom,
irrespective of whether it has been established under the laws of England and
Wales, Scotland or Northern Ireland.
[Note: article 4 of the UCITS Directive]
Master UCITS
124 R A master UCITS that has two or more feeder UCITS as its only unitholders
satisfies the requirement that a UCITS scheme must invest capital raised from
the public.
[Note: article 58(4) of the UCITS Directive]
Application by an EEA UCITS management company to manage a UCITS scheme
2.1 G An EEA UCITS management company that proposes to act as the manager of

an AUT or the ACD of an ICVC that is a UCITS scheme, should be aware that
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it is required under paragraph 15A(1) of Schedule 3 to the Act to apply to the
FSA for approval to do so. The form that the firm must use for this purpose is
set out in SUP 13A Annex 3R (EEA UCITS management companies:
application for approval to manage a UCITS scheme established in the United
Kingdom). In addition, those firms are required to provide to the FSA certain
fund documentation, as specified by COLL 12.3.4R (Provision of
documentation to the FSA: EEA UCITS management companies).

[Note: article 20(1) of the UCITS Directive]

Table: contents of the instrument constituting the scheme

326 R This table belongs to COLL 3.2.4R (Matters which must be included in the
instrument constituting the scheme)

Feeder UCITS

7D For a feeder UCITS, a statement that it is a feeder UCITS and as such
will permanently invest at least 85% in value of the scheme property
in units of a single master UCITS.

UCITS obligations

328 R
(2) it | - I_ it of IIEIIE_ | . EEA S

coneerned- [deleted]

3) e
I|I|e IGl v G_IEHIE_II anagel ' |||us|t||_|a_lse _tllelnetllleatlen H (QF )IHG latet L
[deleted]

Availabiity-of prospectus andlongreport Provision and filing of the prospectus

423 R (1) ARHCVC-orthe-manager-ofan-AUT The authorised fund manager of
an AUT or an ICVC must:

(@) supphy provide a copy of the scheme’s most recent prospectus
drawn up and published in accordance with COLL 4.2.2R
(Publishing the prospectus) free of charge to any person on
request; and
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(b) file a copy of the scheme’s original prospectus, together with all
revisions thereto, with the FSA and, where a UCITS scheme is
managed by an EEA UCITS management company, with that
company’s Home State regulator on request.

Except where an investor requests a paper copy or the use of electronic

(2)

communications is not appropriate, the prospectus may be provided in
a durable medium or by means of a website that meets the website
conditions.

[deleted]

[Note: articles 74, 75(1) and 75(2) of the UCITS Directive]

Provision and filing of the prospectus of a master UCITS

R (1)

The authorised fund manager of a UCITS scheme that is a feeder
UCITS must:

(@) where requested by an investor, provide a copy of the prospectus
of its master UCITS free of charge; and

(b) file a copy of the prospectus of its master UCITS and any
amendments thereto with the FSA.

Except where an investor requests a paper copy or the use of electronic
communications is not appropriate, the prospectus of the master
UCITS may be provided in a durable medium other than paper or by
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[Note: articles 63(3), 63(5), 75(1) and 75(2) of the UCITS Directive]

Table: contents of the prospectus

R

This table belongs to COLL 4.2.2R (Publishing the prospectus)

Investment objectives and policy

3 The following particulars of the investment objectives and policy of the

authorised fund:

(ka) where a scheme is a feeder scheme (other than a feeder

that the feeder scheme may make in it;

UCITS), which (in respect of investment in units in collective
investment schemes) is dedicated to units in a single

collective investment scheme, details of the master scheme
and the minimum (and, if relevant, maximum) investment

prominent statement to that effect;-and

(9] where the net asset value of a UCITS scheme is likely to have
high volatility owing to its portfolio composition or the
portfolio management techniques that may be used, a

prospectus and long report); and

(s) for a UCITS scheme, a statement that any unitholder may
obtain on request the types of information (which must be
listed) referred to in COLL 4.2.3R(3) (Availability of

(1) for a UCITS scheme that is or is intended to be a master

UCITS, a statement that it is not a feeder UCITS and will not

hold units of a feeder UCITS.

Contracts and other relationships with parties

11 | The following relevant details:

(9) what functions (if any) the authorised fund manager has
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delegated-and-to-whem:and

a list of:

(i) the functions which the authorised fund manager has
delegated in accordance with FSA rules or, for an EEA
UCITS management company, in accordance with
applicable Home State measures implementing article
13 of the UCITS Directive; and

(it) | the person to whom such functions have been
delegated; and

Information on a feeder UCITS

25A

In the case of a feeder UCITS, the following information:

(a)

a declaration that the feeder UCITS is a feeder of a particular
master UCITS and as such permanently invests at least 85% in
value of the scheme property in units of that master UCITS;

the investment objective and policy, including the risk profile;
and whether the performance records of the feeder UCITS and
the master UCITS are identical, or to what extent and for which
reasons they differ, including a description of how the balance
of the scheme property which is not invested in units of the
master UCITS is invested in accordance with COLL 5.8.3R
(Balance of scheme property: investment restrictions on a
feeder UCITS);

a brief description of the master UCITS, its organisation, its
investment objective and policy, including the risk profile, and
an indication of how the prospectus of the master UCITS may
be obtained:;

a summary of the master-feeder agreement or where applicable,
the internal conduct of business rules referred to in COLL
11.3.2R(2) (Master-feeder agreement and internal conduct of
business rules);

how the unitholders may obtain further information on the
master UCITS and the master-feeder agreement;

a description of all remuneration or reimbursement of costs
payable by the feeder UCITS by virtue of its investment in units
of the master UCITS, as well as the aggregate charges of the
feeder UCITS and the master UCITS; and
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[(s)] a description of the tax implications of the investment into the
master UCITS for the feeder UCITS.

[Note: article 63(1) of the UCITS Directive]

Appointment of a new ACD or manager

R (1)

In the case of a UCITS scheme, the appointment of a new ACD of an

ICVC under COLL 6.5.3R (Appointment of an ACD) or the replacement

of the manager of an AUT who proposes to retire under COLL 6.5.8R

(Retirement of a manager of an AUT) must, if in either case the new
authorised fund manager is established in a different EEA State to the
outgoing authorised fund manager, be treated as a significant change in
accordance with COLL 4.3.6R.

Paragraph (1) does not apply:

(a) if the appointment of the new authorised fund manager is the
subject of an extraordinary resolution approved by a meeting of
unitholders; or

(b)  following the termination of the appointment of the ACD of an
ICVC under COLL 6.5.4R(2) or (3) (Termination of appointment
of an ACD), if the directors of the ICVC other than the ACD, or
the depositary if there are no such directors, consider that it
would be in the best interests of unitholders to appoint a new
ACD without delay.

Guidance on significant changes

G
(4)

The requirement in COLL 4.3.6AR(1) applies in all cases where the
outgoing authorised fund manager (whether established in the United
Kingdom or in another EEA State) is to be replaced by an authorised
fund manager established in any other EEA State (including the United

Kingdom).

Appointment of an AFM without prior written notice to unitholders

R (1)

In the case of a UCITS scheme, the appointment of a new authorised
fund manager as a result of:

(a) inthe case of an ICVC, the termination of the appointment of the
previous ACD under COLL 6.5.4R(2) or (3) (Termination of
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appointment of an ACD); or

(b) inthe case of an AUT, the replacement of the manager under
COLL 6.5.7R(2) (Replacement of a manager);

must, if the new authorised fund manager is established in a different
EEA State to the outgoing authorised fund manager, be notified to
unitholders.

The new authorised fund manager must immediately notify unitholders
of its appointment under (1) in an appropriate manner.

Change events relating to feeder UCITS

|70

I

Where the authorised fund manager of a UCITS scheme which is a feeder

UCITS is notified of any change in respect of its master UCITS which has the

effect of a change to the feeder UCITS, the authorised fund manager must:

@)

classify it as a fundamental change, significant change or a notifiable
change to the feeder UCITS in accordance with the rules in this section;
and

(a) for a fundamental change, obtain approval from the unitholders
by way of an extraordinary resolution;

(b) for a significant change, give written notice to unitholders of
that change; or

(©) for a notifiable change, comply with COLL 4.3.8R.

The actions required by COLL 4.3.11R(2) (a) and (b) must be carried out as

soon as reasonably practicable after the authorised fund manager of the feeder

UCITS has been informed of the relevant change to the master UCITS.

1)

The authorised fund manager of the feeder UCITS should assess the
change to the master UCITS in terms of its impact on the feeder UCITS.
For example, a change to the investment objective and policy of the
master UCITS that alters its risk profile would constitute a fundamental
change for the feeder UCITS. In order for the feeder UCITS to continue
investing in the master UCITS, the authorised fund manager of the
feeder UCITS should obtain the approval of unitholders by way of an
extraordinary resolution, or else make a proposal to invest in a different
master UCITS in accordance with COLL 11.2.2R (Application for
approval of an investment in a master UCITS).

Not all changes affecting the master UCITS will have the same
significance for the feeder UCITS and its unitholders. For example, a
change to how the prices of the units in the master UCITS are published
might not be a significant change for the feeder UCITS if the prices of
its own units continue to be published in the same way.
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3) Where the authorised fund manager of the feeder UCITS receives
insufficient notice of the intended change to the master UCITS to be
able to seek the prior approval of unitholders to any fundamental change
or to inform them at least 60 days in advance of any significant change,
it should nevertheless use reasonable endeavours to inform them of the
change as soon as possible so that they can make an informed
judgement about the merits of continuing to invest in the feeder UCITS.

Contents of a short report

455 R (1) The short report for an authorised fund, or for a scheme which is an
umbrella, its sub-fund, must contain for the relevant period:

@ (i) the name of the scheme or sub-fund;;

(i)  its stated investment objectives and the policy and
strategy pursued for achieving those objectives;;

(iii)  abrief assessment of its risk profile;

(iv)  inthe case of a UCITS scheme, the figure for the
synthetic risk and reward indicator disclosed in its most
up-to-date key investor information document and any
subsequent changes to that figure during that period; and

(v)  the name and address of the authorised fund manager;

(1A)  The short report of a UCITS scheme which is a feeder UCITS must also
include:

(a) a statement on the aggregate charges of the feeder UCITS and
the master UCITS;

(b) a description of how the annual and half-yearly long reports of
its master UCITS can be obtained; and

() where the master UCITS is a UCITS scheme, a description of
how its annual and half-yearly short reports can be obtained.

[Note: article 63(2) of the UCITS Directive]

Significant information to be contained in the short report

456 G For the purpose of COLL 4.5.5R(1)(d) and COLL 4.5.5R(1)(e) the authorised
fund manager should consider including the following as sufficient and
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significant information:

4) the total expense ratio at the end of the period or, in the case of a
UCITS scheme, the ongoing charges figure together with (where
appropriate) any performance-related fee payable to the authorised
fund manager or any investment adviser, as disclosed in the most up-
to-date key investor information;

Contents of the annual long report

457 R

(B5) An annual long report of a UCITS scheme which is a feeder UCITS
must also include:

(a a statement on the aggregate charges of the feeder UCITS and
the master UCITS; and

(b) a description of how the annual long report of its master UCITS
can be obtained.

[Note: article 63(2) of the UCITS Directive]

Contents of the half-yearly long report
458 R

(4) The half-yearly long report of a UCITS scheme which is a feeder
UCITS must also include a description of how the half-yearly and
annual reports of its master UCITS can be obtained.

[Note: article 63(2) second subparagraph of the UCITS Directive]

Authorised fund manager’s report

459 R The matters set out in (1) to (13) must be included in any authorised fund
manager’s report, except where otherwise indicated:

(9A) in the case of a UCITS scheme, the figure for the synthetic risk and
reward indicator disclosed in its most recent key investor information
document and any changes to that figure that have taken place during

the period;

Page 124 of 257



FSA 2011/39

Publication and availability of annual and half-yearly long report
4514 R

(2) The reports referred to in (1) must:

(d) be sent to the FSA and, if the UCITS scheme is managed by an
EEA UCITS management company, to that company’s Home State
regulator on request.

[Note: article 74 of the UCITS Directive]

Provision of annual and half-yearly long reports for master and feeder UCITS

4515 R (1) The authorised fund manager of a UCITS scheme which is a feeder
UCITS must:

(@) where requested by an investor, provide copies of the annual and
half-yearly long reports of its master UCITS free of charge; and

(b) file copies of the annual and half-yearly long reports of its master
UCITS with the FSA.

(2) Except where an investor requests paper copies or the use of electronic
communications is not appropriate, the annual and half-yearly long
reports of its master UCITS may be provided in a durable medium other
than paper or by means of a website that meets the website conditions.

[Note: articles 63(3) and 63(5) of the UCITS Directive]

After COLL 4.6 insert the following new sections. The text is not underlined.
4.7 Key investor information and marketing communications
Application

471 R This section applies to an ICVC, an authorised fund manager of an AUT or
ICVC and any other director of an ICVC where, in each case, the AUT or ICVC
is a UCITS scheme.

Key investor information

472 R (@D)] An authorised fund manager must, for each UCITS scheme which it
manages, draw up a short document in English containing key investor
information (a “key investor information document”) for investors.
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The words “key investor information” must be clearly stated in this
document.

Key investor information must include appropriate information about
the essential characteristics of the UCITS scheme which is to be
provided to investors so that they are reasonably able to understand the
nature and risks of the investment product that is being offered to them
and, therefore, to take investment decisions on an informed basis.

Key investor information must provide information on the following
essential elements in respect of the UCITS scheme:

@ identification of the scheme;

(b) a short description of its investment objectives and
investment policy;

(© past performance presentation or, where relevant,
performance scenarios;

(d) costs and associated charges; and

(e) risk/reward profile of the investment, including appropriate
guidance and warnings in relation to the risks associated with
investments in the scheme.

The essential elements referred to in (4) must be comprehensible to the
investor without any reference to other documents.

A key investor information document must clearly specify where and
how to obtain additional information relating to the proposed
investment, including but not limited to where and how the prospectus
and the annual and half-yearly reports can be obtained on request and
free of charge at any time, and the language in which that information
is available to investors.

Key investor information must be written in a concise manner and in
non-technical language. It must be drawn up in a common format,
allowing for comparison, and must be presented in a way that is likely
to be understood by retail investors.

Key investor information must be used without alterations or
supplements, except translation, in each EEA State where a UCITS
marketing notification has been made so as to enable the marketing of
the scheme’s units in that State.

[Note: article 78 of the UCITS Directive]

Form and content of a key investor information document

473 G The KII Regulation sets out the form and content of a key investor information
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document. This Regulation is directly applicable in the United Kingdom and
accordingly its articles (but not the preceding recitals) are binding on all firms to
which it applies. Under the Regulation an authorised fund manager must
ensure that each key investor information document it produces for a UCITS
scheme complies with the requirements of the Regulation. For ease of reference
the Regulation is reproduced in COLL Appendix 1EU (The KII Regulation).

Translation of a key investor information document

G

While the original key investor information document is required by COLL
4.7.2R to be drawn up in English, an authorised fund manager may prepare an
accurate translation of it into any language for the purpose of marketing the
units of the UCITS scheme in the United Kingdom. Any such translation should
be prepared without alterations or supplements.

Pre-contractual information

R

The key investor information document must:

(1) constitute pre-contractual information (see COBS 14.2.1AR (Provision of
key investor information document));

(2) De fair, clear and not misleading; and
(3) be consistent with the relevant parts of the prospectus.
[Note: article 79(1) of the UCITS Directive]

(1) Section 90ZA of the Act (Liability for key investor information) provides
that a person will not incur civil liability solely on the basis of the key
investor information document, including any translation of it, unless it is
misleading, inaccurate or inconsistent with the relevant parts of the
prospectus.

(2) Article 20 of the KII Regulation prescribes the wording of a warning to
investors that must be included in the “practical information” section of
the key investor information document. It states that an authorised fund
manager may be held liable solely on the basis of any statement contained
in the document that is misleading, inaccurate or inconsistent with the
relevant parts of the prospectus for the UCITS scheme.

Revision and filing of key investor information

R

(1) Anauthorised fund manager must keep up to date the essential elements
of the key investor information document for each UCITS scheme which it
manages.

(2) Anauthorised fund manager must file the key investor information

document for each UCITS scheme which it manages, and any amendments
thereto, with the FSA.
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(3) An authorised fund manager of a feeder UCITS must, in addition to (1)

and (2), file the key investor information of its master UCITS, and any
amendments thereto, with the FSA.

[Note: articles 63(3) and 82 of the UCITS Directive]

Synthetic risk and reward indicators and ongoing charges disclosures in the K1l

G

1)

(2)

3)

Authorised fund managers are advised that CESR issued two separate
guidelines regarding the methodology that should be used in
calculating the synthetic risk and reward indicator and the ongoing
charges figure, both of which must be disclosed in the key investor
information document for each UCITS scheme which they manage.

In line with the K1l Regulation, firms in producing their key investor
information documents should take account of CESR’s methodologies
in calculating the figures for the synthetic risk and reward indicators
and for ongoing charges to be disclosed in those documents. For ease of
reference links to these guidelines are shown below, as follows:

Methodology for the calculation of the synthetic risk and reward
indicator in the KIl (CESR/10-673)

http://www.esma.europa.eu/index.php?page=document details&id=696
1&from id=28

Methodology for the calculation of the ongoing charges figure in the
KIl (CESR/10-674)

http://www.esma.europa.eu/index.php?page=document details&id=696
2&from id=28

Firms should note that these methodologies may in due course become
directly applicable obligations in the light of the European Securities
and Markets Authority’s powers to develop implementing technical
standards in this area.

Authorised fund managers are further advised that CESR issued guidelines in
relation to several other matters concerning key investor information. These are:

Guidelines — Selection and presentation of performance scenarios in the Key
Investor Information document (K1) for structured UCITS (CESR/10-1318)

http://www.esma.europa.eu/index.php?page=document details&id=7333&from

1d=28

Guidelines — Transition from the Simplified Prospectus to the Key Investor
Information document (CESR/10-1319)

http://www.esma.europa.eu/index.php?page=document details&id=7334&from

1d=28
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CESR’s guide to clear language and layout for the Key Investor Information
document (CESR/10-1320)

http://www.esma.europa.eu/index.php?page=document details&id=7335&from
id=28

CESR’s template for the Key Investor Information document (CESR/10-1321)

http://www.esma.europa.eu/index.php?page=document details&id=7336&from
id=28

CESR'’s guidelines on a common definition of European money market funds,
which refer to matters that should be included in the key investor information
for money market funds and short-term money market funds (CESR/10 — 049)

http://www.esma.europa.eu/index.php?page=document details&id=6638&from
id=28

Marketing communications

G

COBS 4.13.2R(1)(b) and (c) (Marketing communications relating to UCITS
schemes or EEA UCITS schemes) require an authorised fund manager to
ensure that its marketing communications that contain an invitation to purchase
units in a UCITS scheme or EEA UCITS scheme, indicate that a prospectus and
key investor information exist, specifying where they may be obtained by the
public or how the public may have access to them.

Notifications for UCITS master-feeder arrangements

Application

R

This section applies to an ICVC, an authorised fund manager of an AUT or
ICVC and any other director of an ICVC where, in each case, the AUT or ICVC
is a UCITS scheme.

Purpose

G

The purpose of this section is to explain the type, form and timing of the
notifications that are required before an existing UCITS scheme can begin to
operate as a feeder UCITS for the first time, or an existing feeder UCITS can
change to a different master UCITS. The process for making those changes is
set out in COLL 11.2 (Approval of a feeder UCITS).

Information to be provided to unitholders

R

(1)  Anauthorised fund manager of a UCITS scheme that has been approved
by the FSA to operate as a feeder UCITS, including as a feeder UCITS of
a different master UCITS, must provide the following information to its
unitholders at least 30 calendar days before the date when the feeder
UCITS is to start to invest in units of the master UCITS or, if it has
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already invested in them, the date when its investment will exceed the
limit applicable under COLL 5.2.11R(9) (Spread: general):

@) a statement that the FSA has approved the investment of the
feeder UCITS in units of that master UCITS;

(b) the key investor information of the feeder UCITS and the master
UCITS;

(©) the date when the feeder UCITS is to start to invest in units of
the master UCITS or, if it has already invested in them, the date
when its investment will exceed the limit applicable under
COLL 5.2.11R(9);

(d) a statement that the unitholders have the right, for 30 calendar
days from the moment this information is provided, to request
the repurchase or redemption of their units without any charges
other than those retained by the UCITS scheme to cover
disinvestment costs.

Where a UCITS marketing notification has been made in relation to a
feeder UCITS, the authorised fund manager of the feeder UCITS must
ensure that an accurate translation of the information in (1) is provided
to unitholders in:

(@) the official language, or one of the official languages, of the
feeder UCITS’ Host State; or

(b) alanguage approved by the Host State regulator.

[Note: article 64 first and second paragraphs of the UCITS Directive]

Method of providing information

R

The authorised fund manager of the feeder UCITS must provide to unitholders
the information required under COLL 4.8.3R in a durable medium.

[Note: article 29 of the UCITS implementing Directive No 2]

Amend the following as shown.

5.1.1

Application
R (1
(1A)

Subject to 1(A), COLL 5.1 to COLL 5.5 apply to the authorised fund
manager and the depositary of an authorised fund, and to an ICVC,
which is or ever has been a UCITS scheme.

The only sections of COLL 5 that apply to the authorised fund

manager and the depositary of a feeder UCITS, and to an ICVC which
is a feeder UCITS, are COLL 5.3 and COLL 5.8, although particular
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rules in COLL 5.1, COLL 5.2 and COLL 5.5 are incorporated by
reference.

This section applies to an ICVC, an ACD, a manager of an AUT, a
depositary of an ICVC and a trustee of an AUT, where such ICVC or
AUT is a UCITS scheme, in accordance with COLL 5.2.2R (Table of
application).

COLL 5.2.23CR (Valuation of OTC derivatives) also applies to a UK
UCITS management company providing collective portfolio
management services for an EEA UCITS scheme from a branch in
another EEA State or under the freedom to provide cross border
services.

This table belongs to COLL 5.2.1R

ICVC ACD | Manager | Depositar | Trustee of an
of an AUT y of an AUT
ICVC

5.2.22AG

I}
I}
I}
I
X<

5.2.23CR

>
>

5224R

52256

5.2.34G

X
X

UCITS schemes: permitted types of scheme property

The scheme property of a UCITS scheme must, except where otherwise
provided in the rules in this chapter, consist solely of any or all of:
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(6) (for an ICVC) moveable and immovable property that is recessary
essential for the direct pursuit of the /CVC'’s business;

[Note: articles 29(1) 50(1) (in conjunction with other rules in this section) and
2)e) 50(3) of the UCITS Directive]

[Note: article 1{9) 2(1)(0) of the UCITS Directive]

[Note: article 49 50(1)(a)-(d) and (h) and 2 (2)(a) of the UCITS Directive and
article 3(1) of the UCITS eligible assets Directive]

(1) This section specifies criteria based on those in article 19 50 of the
UCITS Directive, as to the nature of the markets in which the property of
a UCITS scheme may be invested.

1)

[Note: article 19 50(1)(h)first-to-third-indents (i) to (iii) of the UCITS
Directive]

[Note: article 49 50(1)(h)(iv)feurth-indent of the UCITS Directive and article
7 of the UCITS eligible assets Directive]

Spread: general

5211 R

(11) Forthepurpose-ofcalculating-the Hmitsi-{Aand(10),the-exposure-in
: lorivati be reduced to ! I
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" Lis held.i T " I hof o
conditions-specified-in{12): [deleted]

(12)

() eanbefullyenforcedby-the UCHS-scheme-at-any-time: [deleted]
(13) _I_ - ¢ caleulating the limits in (7. |Ef,_ lorivati

comply with the conditions set-out i Section 3-{Contractual
Retting (Gentllaets Ie'l Rovation all'ldl other-Retting a;gneellnents)) of

(b) are based on legally binding agreements. [deleted]
(14) '

derivative positions-and-an-at-least-daily-margining- [deleted]
[Note: article 22 52 of the UCITS Directive]

Guidance on spread: general

52.11A G (1)

|de|ted| o
(2)  Fheattention-of-authorised-fund-managersis-specifically-drawn-to
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[deleted]
In applying the spread ...

Counterparty risk and issuer concentration

5.211B R

o)

An authorised fund manager of a UCITS scheme must ensure that
counterparty risk arising from an OTC derivative transaction is subject
to the limits set out in COLL 5.2.11R(7) and (10).

When calculating the exposure of a UCITS scheme to a counterparty in
accordance with the limits in COLL 5.2.11R(7), the authorised fund
manager must use the positive mark-to-market value of the OTC
derivative contract with that counterparty.

An authorised fund manager may net the OTC derivative positions of
a UCITS scheme with the same counterparty, provided:

(a it is able legally to enforce netting agreements with the
counterparty on behalf of the UCITS scheme; and

(b) the netting agreements in (a) do not apply to any other
exposures the UCITS scheme may have with that same

counterparty.

An authorised fund manager of a UCITS scheme may reduce the
exposure of the scheme property to a counterparty to an OTC
derivative transaction through the receipt of collateral. Collateral
received must be sufficiently liquid so that it can be sold quickly at a
price that is close to its pre-sale valuation.

An authorised fund manager of a UCITS scheme must take collateral
into account in calculating exposure to counterparty risk in accordance
with the limits in COLL 5.2.11R(7) when it passes collateral to the
counterparty to an OTC derivative transaction on behalf of the UCITS
scheme.

Collateral passed in accordance with (5) may be taken into account on
a net basis only if the authorised fund manager is able legally to
enforce netting arrangements with this counterparty on behalf of the
UCITS scheme.
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An authorised fund manager of a UCITS scheme must calculate the
issuer concentration limits referred to in COLL 5.2.11R on the basis of
the underlying exposure created through the use of OTC derivatives in
accordance with the commitment approach.

In relation to exposures arising from OTC derivative transactions, as
referred to in COLL 5.2.11R(10), the authorised fund manager must
include in the calculation any counterparty risk relating to the OTC
derivative transactions.

[Note: article 43 of the UCITS implementing Directivel

Investment in collective investment schemes

5213 R

A UCITS scheme must not invest in units in a collective investment scheme
(“second scheme”) unless the second scheme satisfies all of the following
conditions, and provided that no more than 30% of the value of the UCITS
scheme is invested in second schemes within (1)(b) to (e):

1)

the second scheme must:

(c) be authorised as a non-UCITS retail scheme (provided the
requirements of article 9 50(1)(e) of the UCITS Directive are
met); or

(d) be authorised in another EEA State (provided the requirements
of article 29 50(1)(e) of the UCITS Directive are met); or

(provided the requirements of article 49 50(1)(e) of the UCITS
Directive are met);

Qualifying non-UCITS collective investment schemes

5214 G

()

(3)

Article 49 50 of the UCITS Directive sets out the general investment
limits. So, a non-UCITS retail scheme, or its equivalent EEA scheme
which has the power to invest in gold or immovables would not meet
the criteria set in COLL 5.2.13R(1)(c) and COLL 5.2.13R(2)(d).

In determining whether a scheme meets the requirements of article 19
50(1)(e) of the UCITS Directive for the purposes of COLL
5.2.13R(1)(d) or COLL 5.2.13R(1)(e), the authorised fund manager
should consider the following factors before deciding that the scheme
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provides a level of protection for unitholders which is equivalent to
that provided to unitholders in a UCITS scheme:

[Note: article 26 of CESR's UCITS eligible assets guidelines with
respect to article 49 50(1)(e) of the UCITS Directive]

4) The requirement for supervisory equivalence, as described in article
19 50(2)(e) (first indent) of the UCITS Directive, also applies to
schemes (that are not UCITS schemes) established in other EEA States.
In considering whether the second scheme satisfies this requirement,
the authorised fund manager should have regard to the first section of
article 26 of CESR's UCITS eligible assets guidelines.

Derivatives: general

5219 R 1) A transaction in derivatives or a forward transaction must not be
effected for a UCITS scheme unless:

(@)

(b) the transaction is covered, as required by COLL 5:3-3R{Cover
for transaction in derivatives and forward transactions) 5.3.3AR

(Cover for investment in derivatives and forward transactions).

Guidance on financial indices underlying derivatives

52208 G (1)

(2 If the composition of an index is not sufficiently diversified in order to
avoid undue concentration, its underlying assets should be combined
with the other assets of the UCITS scheme when assessing compliance
with the requirements on cover for transactions in derivatives and
forward transactions set out in COLL 5:3-3R 5.3.3AR and spread set
out in COLL 5.2.11R.

Requirement to cover sales
5222 R
(3)  Paragraph-(1)-doeshot-apply-where:
@) he risks of terlving financial i f o dorivati
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valuation of the Tinancial instrument on its own market. [deleted]

Guidance on requirement to cover sales

5222A G COLL 5.2.22R(3) to (4) reflect the provisions of Article 7 of the Commission
Recommendatton-on-the-use-of-financial-dertvativenstruments: [deleted]

[€D)] In the FSA s view the requirement in COLL 5.2.22R(1)(a) can be met
where:

(a) the risks of the underlying financial instrument of a derivative
can be appropriately represented by another financial instrument
and the underlying financial instrument is highly liguid; or

(b) the authorised fund manager or the depositary has the right to
settle the derivative in cash, and cover exists within the scheme
property which falls within one of the following asset classes:

(i) cash;
(if)  liguid debt instruments (e.g. government bonds of first

credit rating) with appropriate safequards (in particular,

haircuts); or

(iii)  other highly liquid assets having regard to their
correlation with the underlying of the financial derivative
instruments, subject to appropriate safequards (e.q.
haircuts where relevant).
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In the asset classes referred to in (1), an asset may be considered as
liquid where the instrument can be converted into cash in no more
than seven business days at a price closely corresponding to the
current valuation of the financial instrument on its own market.

Valuation of OTC derivatives

5223C R (1)

For the purposes of COLL 5.2.23R(2), an authorised fund manager of
a UCITS scheme or a UK UCITS management company of an EEA
UCITS scheme must:

(a) establish, implement and maintain arrangements and procedures
which ensure appropriate, transparent and fair valuation of the
exposures of a UCITS scheme or an EEA UCITS scheme to OTC
derivatives; and

(b) ensure that the fair value of OTC derivatives is subject to
adequate, accurate and independent assessment.

Where the arrangements and procedures referred to in (1) involve the
performance of certain activities by third parties, the authorised fund
manager or UK UCITS management company must comply with the
requirements in SYSC 8.1.13R (Additional requirements for a
management company) and COLL 6.6A.4R(5) and (6) (Due diligence
requirements of AFMs of UCITS schemes and EEA UCITS schemes)
or, where appropriate, the equivalent requirements of the UCITS Home
State regulator implementing article 5(2) and article 23(4), second
subparagraph, of the UCITS implementing Directive.

The arrangements and procedures referred to in this rule must be:

(@) adequate and proportionate to the nature and complexity of the
OTC derivative concerned; and

(b) adequately documented.

[Note: article 51(1) second paragraph of the UCITS Directive and articles

44(2) and 44(4) of the UCITS implementing Directive]

Risk-management

5224 R

1)
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(3)

(3)

(4)

(5)

(6)

(")

(8)
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El'el types-of ellelna_tlluesl a_nel Ig'l“al |_els te_ble HSEdl ”'El'"'l the
guantitative-limits: [deleted]

material-alteration-to-the-detaHsr(2)(a)-or{b)- [deleted]

bisct] | policy. of the scl Lin t
prospectus: [deleted]

ad e ‘= HHEHaHage AOtHOtake1eaSOHa e ‘ 3‘ oo A
business-as-regeired-by-SYSC-4 - {Ceneralreguirernents): [deleted]

[deleted]

A EkEEEssulg_EIlE Fisk EI.; I ;.E“””.Ek““ss .““.“E should-fote the :
““EHIE_E!EIE_QIES_SEE out "'!’ "!H;IE > QF(.III"”E;“E“ EE;ESEF Slmndm ds I.E“E.i

[deleted]

. .
’ r|_||au|tlne||_|sleel Hind nallnagel should-undertake the '|'5|.E assessment
associate-of the-authorised-fund-manager-or-the-credit-issuer: [deleted]

f fi ial derivative i .
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Disclosure requirements in relation to UCITS schemes or EEA UCITS schemes that

employ particular investment strategies

5234 G Authorised fund managers of UCITS schemes or EEA UCITS schemes should

bear in mind that where a UCITS scheme, or an EEA UCITS scheme that is a

recognised scheme under section 264 of the Act, employs particular

investment strategies such as investing more than 35% of its scheme property

in government and public securities, or investing principally in units in

collective investment schemes, deposits or derivatives, or replicating an index,

COBS 4.13.2R (Marketing communications relating to UCITS schemes or

EEA UCITS schemes) and COBS 4.13.3R (Marketing communications

relating to a feeder UCITS) contain additional disclosure requirements in

relation to marketing communications that concern those investment

strateqies.

Introduction

532 G (1)
(2)

5.3.3

()

©)

(4)

transactions) This section sets out detailed requirements for cover of a
scheme.

i cinal Lyt . hich i I ) I
committed by another person, is covered globally under (2). [deleted]

I , isk_and the t |abd
e Hions: [deleted]

[deleted]

e anenilable £ £ o horised furd e tal
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|d|ted|

(5) he alobal lati lorivatives held | I
may-notexceed-the-netvalue- ot the-scheme-property-CArticle2(1)-6f
the Commission Recommendation 2004/383/EC). [deleted]

Cover for investment in derivatives and forward transactions

5.3.3A R The authorised fund manager of a UCITS scheme must ensure that its global
exposure relating to derivatives and forward transactions held in the UCITS
scheme does not exceed the net value of the scheme property.

[Note: article 51(3) first paragraph of the UCITS Directive]

Daily calculation of global exposure

533B R An authorised fund manager of a UCITS scheme must calculate its global
exposure on at least a daily basis.

[Note: article 41(2) of the UCITS implementing Directive]

5.3.3C

|70

For the purposes of this section, exposure must be calculated taking into
account the current value of the underlying assets, the counterparty risk, future
market movements and the time available to liquidate the positions.

[Note: article 51(3) second paragraph of the UCITS Directive]

Guidance on cover

534 G [€0)] An authorised fund manager should note that the scope of GOLL
5:3:3R COLL 5.3.3CR is extended in relation to underwriting
commitments by COLL 5.5.8R(4) (General power to accept or
underwrite placings).

(2) Property the subject of a transaction under COLL 5.4 (Stock lending)
should not be considered as available for cover unless the authorised
fund manager has taken reasonable care to determine that it is
obtainable (by return or re-acquisition) in time to meet the obligation
for which cover is required.

o lieai :

536 R (1) An-autherised-fund-manager-must{as-frequenthy-as-necessary)re-
leul I : e  dorivai I
iti i i i ion- [deleted]

(2)
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COLL5-3.3R- [deleted]

Calculation of global exposure

ol
]
Py

An authorised fund manager must calculate the global exposure of any UCITS
scheme it manages either as:

(1) the incremental exposure and leverage generated through the use of
derivatives and forward transactions (including embedded derivatives as
referred to in COLL 5.2.19R(3A) (Derivatives: general)), which may not
exceed 100% of the net value of the scheme property; or

(2) the market risk of the scheme property.

[Note: article 41(1) of the UCITS implementing Directive]

ol
oo
|70

(1) An authorised fund manager must calculate the global exposure of a
UCITS scheme by using:

(@) the commitment approach; or

(b) the value at risk approach.

(2) An authorised fund manager must ensure that the method selected in (1)
is appropriate, taking into account:

(a) the investment strategy pursued by the UCITS scheme;

(b) the types and complexities of the derivatives and forward
transactions used; and

(c) the proportion of the scheme property comprising derivatives and
forward transactions.

(3) Where a UCITS scheme employs techniques and instruments including
repo contracts or stock lending transactions in accordance with COLL 5.4
(Stock lending) in order to generate additional leverage or exposure to
market risk, the authorised fund manager must take those transactions
into consideration when calculating global exposure.

(4) For the purposes of (1), value at risk means a measure of the maximum
expected loss at a given confidence level over the specific time period.

[Note: articles 41(3) and 41(4) of the UCITS implementing Directive]

Commitment approach

(621
o

R Where an authorised fund manager of a UCITS scheme uses the commitment
approach for the calculation of global exposure, it must:

(1) ensure that it applies this approach to all derivative and forward
transactions (including embedded derivatives as referred to in COLL
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5.2.19R(3A) (Derivatives: general)), whether used as part of the
scheme’s general investment policy, for the purposes of risk reduction
or for the purposes of efficient portfolio management in accordance with
the rules of this chapter; and

(2) convert each derivative or forward transaction into the market value of
an equivalent position in the underlying asset of that derivative or
forward (standard commitment approach).

[Note: articles 42(1) and 42(2) first paragraph of the UCITS implementing
Directive]

(1) An authorised fund manager of a UCITS scheme may apply other
calculation methods which are equivalent to the standard commitment

approach.

(2) An authorised fund manager may take account of netting and hedging
arrangements when calculating global exposure of a UCITS scheme,
where those arrangements do not disregard obvious and material risks
and result in a clear reduction in risk exposure.

(3)  Where the use of derivatives or forward transactions does not generate
incremental exposure for the UCITS scheme, the underlying exposure
need not be included in the commitment calculation.

(4)  Where the commitment approach is used, temporary borrowing
arrangements entered into on behalf of the UCITS scheme in accordance
with COLL 5.5.4R (General power to borrow) need not form part of the
global exposure calculation.

[Note: articles 42(2) final paragraph, 42(3), 42(4) and 42(5) of the UCITS
implementing Directive]

CESR quidelines

Authorised fund managers are advised that both CESR and its successor body,
the European Securities and Markets Authority (ESMA) have issued
guidelines which, in accordance with the UCITS implementing Directive,
authorised fund managers should comply with in applying the rules in this
section:

Guidelines: Risk Measurement and the Calculation of Global Exposure and
Counterparty Risk for UCITS (CESR/10-788)

http://www.esma.europa.eu/index.php?page=document details&id=7000&fro
m id=28

Guidelines to competent authorities and UCITS management companies on
risk measurement and the calculation of global exposure for certain types of
structured UCITS (ESMA/2011/112)

http://www.esma.europa.eu/index.php?page=document details&id=7542&fro
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m id=28

General power to accept or underwrite placings

558 R

(4) The exposure of an authorised fund to agreements and understandings
within (2) must, on any day, be:

@) covered under COLL5:3-3R{Coverfortransactionsin
derivatives-and-forward-transactions) COLL 5.3.3AR (Cover for
investment in derivatives and forward transactions); and

Derivatives: general
56.12 R (1)

A transaction in derivatives or a forward transaction must not be effected
for a non-UCITS retail scheme unless the transaction is:

(@) of a kind specified in COLL 5.6.13R (Permitted transactions
(derivatives and forwards)); and

(b) covered, as required by COLL5:3:3R{(Ceverfortransactionsin
derivatives-and-forward-transactions) COLL 5.3.3AR (Cover for

investment in derivatives and forward transactions).

After COLL 5.7 insert the following new section. The text is not underlined.

5.8
Application
5.8.1 R 1) This section applies to:
@) the authorised fund manager of a feeder UCITS;
(b) the depositary of a feeder UCITS; and
(© an ICVC which is a feeder UCITS;
where the scheme is a UCITS scheme.

2 Where this section refers to a rule or guidance in COLL 5.1 to COLL
5.5, those rules and guidance, and any rules and guidance to which they
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refer, must be read as if a reference to a UCITS scheme were a reference
to a feeder UCITS.

Where the sub-fund of a UCITS scheme is a feeder UCITS, the
provisions in this section apply to each sub-fund as they would for an
authorised fund.

Permitted types of scheme property

R

A feeder UCITS must invest at least 85% in value of the scheme property in
units of a single master UCITS.

[Note: article 58(1) of the UCITS Directive]

Balance of scheme property: investment restrictions on a feeder UCITS

R

A feeder UCITS may hold up to 15% in value of the scheme property in one or
more of the following:

(1)

(2)

(3)

cash or near cash in accordance with COLL 5.5.3R (Cash and near
cash);

derivatives and forward transactions which may be used only for the
purposes of hedging and in accordance with the rules set out at COLL
5.8.7R (Other provisions applicable to a feeder UCITS); and

(for an ICVC) movable and immovable property which is essential for
the direct pursuit of the business.

[Note: article 58(2) first subparagraph of the UCITS Directive]

Exposure to derivatives

R

R

In calculating the global exposure of a feeder UCITS to derivatives and forward
transactions in accordance with COLL 5.3.3AR (Cover for investment in
derivatives and forward transactions), the feeder UCITS must combine its own
direct exposure under COLL 5.8.3R(2) with either:

1)

()

the master UCITS’ actual exposure to derivatives and forward
transactions in proportion to the feeder UCITS’ investment into the
master UCITS; or

the master UCITS’ potential maximum global exposure to derivatives
and forward transactions provided for in the master UCITS’ instrument
constituting the scheme or its prospectus in proportion to the feeder
UCITS investment into the master UCITS.

[Note: article 58(2) second subparagraph of the UCITS Directive]

Prudent spread of risk

An authorised fund manager must ensure that, to the extent that the feeder
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UCITS invests in assets other than units of a master UCITS, the feeder UCITS
complies with COLL 5.2.3R(1) (Prudent spread of risk).

Investment powers: general

5.8.6 R The scheme property of a feeder UCITS must be invested only in accordance
with the relevant provisions in this section and up to any maximum limit so
stated, but the instrument constituting the scheme may restrict the investment
and borrowing powers of a scheme further than the relevant restrictions in this

section.

Other provisions applicable to a feeder UCITS

5.8.7 R The following rules and guidance in COLL 5.1 (Introduction), COLL 5.2
(General investment powers and limits for UCITS schemes) and COLL 5.5
(Cash, borrowing, lending and other provisions) apply to the authorised fund
manager of a UCITS scheme which is a feeder UCITS and to an ICVC which is
a feeder UCITS:

(1)

(2)

(3)
(4)
()
(6)
(")

(8)
©9)
(10)

(11)
(12)

(13)

COLL 5.1.1R (Application), COLL 5.1.2G(1) (Purpose) and COLL
5.1.3R (Treatment of obligations);

COLL 5.2.1R (Application), COLL 5.2.2R (Table of application) and
COLL 5.2.2AG;

COLL 5.2.5R (Valuation) and COLL 5.2.6G (Valuation guidance);
COLL 5.2.10R (Eligible markets: requirements);

COLL 5.2.11R(7) (Spread: general);

COLL 5.2.11BR (Counterparty risk and issuer concentration);

COLL 5.2.15R(1) (Investment in associated collective investment
schemes);

COLL 5.2.19R(1), (2) and (4) (Derivatives: general);
COLL 5.2.20R (Permitted transactions (derivatives and forwards));

COLL 5.2.20AR (Financial indices underlying derivatives), COLL
5.2.20BG(1) and COLL 5.2.20BG(4) (Guidance on financial indices
underlying derivatives);

COLL 5.2.21R (Transactions for the purchase of property);

COLL 5.2.22R (Requirement to cover sales) and COLL 5.2.22AG
(Guidance on requirement to cover sales);

COLL 5.2.23R (OTC Transactions in derivatives), COLL 5.2.23AR
and COLL 5.2.23BR);
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(24) COLL 5.2.23CR (Valuation of OTC derivatives);
(15) COLL 5.2.26R (Investment in deposits);

(16) COLL 5.5.1R to COLL 5.5.7AG (Cash, borrowing, lending and other
provisions); and

a7 COLL 5.5.9R (Guarantees and indemnities) and COLL 5.5.10G
(Guidance on restricting payments).

Amend the following as shown.
Application

6.3.1 R (1) This section applies to an authorised fund manager, a depositary, an
ICVC and any other director of an ICVC.

(2) COLL 6.3.3AR to COLL 6.3.3DR (Accounting procedures):

(a apply to:

(i) a UK UCITS management company providing collective
portfolio management services for an EEA UCITS
scheme from a branch in another EEA State or under the
freedom to provide cross border services; and

(i) an EEA UCITS management company providing
collective portfolio management services for a UCITS
scheme from a branch in the United Kingdom;

in addition to applying in accordance with (1); but

(b) do not apply to an EEA UCITS management company providing
collective portfolio management services for a UCITS scheme
under the freedom to provide cross border services.

Accounting procedures

6.33A R (1) An authorised fund manager of a UCITS scheme or a UK UCITS
management company of an EEA UCITS scheme must ensure the
employment of the accounting policies and procedures referred to in
SYSC 4.1.9R (Accounting policies), so as to ensure the protection of
unitholders.

(2) Accounting for the scheme shall be carried out in such a way that all
assets and liabilities of the scheme can be directly identified at all times.
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(3) If the scheme is an umbrella, separate accounts must be maintained for
each sub-fund.

[Note: article 8(1) of the UCITS implementing Directive]

An authorised fund manager of a UCITS scheme or a UK UCITS management
company of an EEA UCITS scheme must have accounting policies and
procedures established, implemented and maintained, in accordance with the
accounting rules of the UCITS Home State, so as to ensure that the calculation
of the net asset value of each scheme it manages is accurately effected, on the
basis of the accounting, and that subscription and redemption orders can be
properly executed at that net asset value.

[Note: article 8(2) of the UCITS implementing Directive]

(1)  The accounting policies and procedures referred to in COLL 6.3.3BR
should enable the authorised fund manager of a UCITS scheme to value
the scheme property accurately at each valuation point and to calculate
dealing prices by reference to that valuation.

(2)  Where different share or unit classes exist, it should be possible to
extract from the accounting records the net asset value of each different
class.

[Note: recital (9) of the UCITS implementing Directive]

An authorised fund manager of a UCITS scheme or a UK UCITS management
company of an EEA UCITS scheme must establish appropriate procedures to
ensure the proper and accurate valuation of the assets and liabilities of each
scheme it manages.

[Note: article 8(3) of the UCITS implementing Directive]

Table of application

R

This table belongs to COLL 6.6.1R.

ICVC | ACD | Anyother | Depositary | Manager | Trustee of an
directors | of an ICVC | of an AUT AUT
of an
ICVC
6.6.15R X X X X X X
6.6.15AR X X
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| %

Notes:

(1) | “x” means “applies”, but not every paragraph in every rule will
necessarily apply.

(2) | * COLL 6.6.15AR has a special application as set out in COLL
6.6.15AR(1).

General duties of the depositary

6.64 R
6.64A G
6.6.15 R

(5)  The depositary of a UCITS scheme must ensure that in transactions
involving the scheme property of a UCITS scheme, any consideration is
remitted for the account of the scheme within the usual time limits.

(6)  Where the UCITS scheme is being managed by an EEA UCITS
management company, the depositary must enter into a written
agreement with the management company regulating the flow of
information deemed necessary to allow it to perform its functions in
accordance with COLL 6.6.5R.

(7)  The agreement in (6):

(@)  may cover more than one UCITS scheme; and

(b)  must as a minimum contain the information set out in COLL 6
Annex 1R.

[Note: articles 22(3)(a), (d) and (e), 23(5), 32(3) and 33(5) of the UCITS
Directive and article 36 first sentence of the UCITS implementing Directive]

The requirements of SUP 2 (Information gathering by the FSA on its own
initiative) apply to the depositary of a UCITS scheme, under which it must
enable the FSA to obtain, on request, all information that the depositary has
obtained while discharging its duties and that is necessary for the FSA to
supervise the scheme’s compliance with the requirements referred to in COLL

6.6.4R(6).
[Note: articles 23(4) and 33(4) of the UCITS Directive]

Committees and delegation

1)

(LA)  The directors of an ICVC have the power to retain the services of
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anyone to assist in the performance of their functions, subject to the
duty of the ACD to comply with COLL 6.6.15AR.

the%eskmerestsreﬁh\%rmmeldem best inte of the unith .|delete| R
3) Subyject to the provisions of the OEIC Regulations and to (1), where

Sﬁe' “l'ees are Iel Ea'l' ed-ndel (2? El'el Fesponsibiity which-the a"'t."e”sﬁed
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services-wit-remain-unaffected. [deleted]

(6) Where COLL 6.5.5R(4) (Other directors) applies, the directors have,
in respect of the functions of the ACD under COLL 6.6.3R (Functions
of the authorised fund manager), the same rights and responsibilities as
for an ACD under this rule and COLL 6.6.15AR.

6.6.15A

This rule applies to:

|70
E

(@) anauthorised fund manager (other than an EEA UCITS
management company) of an AUT or an ICVC where such AUT
or ICVC is a UCITS scheme or a non-UCITS retail scheme; and

(b) a UK UCITS management company providing collective
portfolio management services for an EEA UCITS scheme from
a branch in another EEA State or under the freedom to provide
cross border services.

(2) The authorised fund manager has the power to retain the services of
any person to assist it in the performance of its functions, provided
that:

(@) amandate in relation to managing investments of the scheme is
not given to:

(i)  the depositary; or

(ii)  any other person whose interests may conflict with those
of the authorised fund manager or unitholders; or

(iii) an authorised person operating from an establishment in
the United Kingdom unless such person has a Part IV
permission to manage investments; or

(iv) any other person operating from an establishment in a
country other than the United Kingdom unless such

erson:

(A) isauthorised or registered in such country for the
purpose of asset management; and

(B) issubject to prudential supervision in such
country;

and in addition if that person is not an EEA firm, co-
operation is ensured between the FSA and the overseas
requlator of that person;

(b) the authorised fund manager ensures that at all times it can
monitor effectively the relevant activities of any person so
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retained:;

(c) the mandate permits the authorised fund manager to:

(i)  give further instructions to the person so retained; and

(ii)  withdraw the mandate with immediate effect when this is
in the interests of the unitholders;

(d) the mandate does not prevent effective supervision of the
authorised fund manager and it must not prevent the authorised
fund manager from acting, or the scheme from being managed,
in the best interests of the unitholders; and

(e) having regard to the nature of the functions to be carried out
under the mandate, the person to whom the mandate is given
must be qualified and capable of undertaking those functions.

3) Subject to the provisions of the OEIC Regulations and COLL
6.6.15R(1) and (1A), where services are retained under (2), the
responsibility which the authorised fund manager had in respect of
such services prior to that retention of services will remain unaffected.

[Note: article 13 of the UCITS Directive]

6616 G (1)

2 SUP 15.8.6R (Delegation by UCITS management companies) requires
an the authorised fund manager of a UCITS scheme to inform the FSA
where before it delegates one of its duties is-delegated to another
person.

3) For the purpose of COLL 6.6.15AR(2)(a)(iv), adequate co-operation
will be ensured where the FSA has entered into a co-operation
agreement of the kind referred to in article 56(4} 102(3) of the UCITS
Directive with the relevant overseas regulator.

After COLL 6.6 insert the following new section. The text is not underlined.

6.6A  Duties of AFMs in relation to UCITS schemes and EEA UCITS schemes
Application

6.6A.1 R 1) This section applies to:

(@  anauthorised fund manager of a UCITS scheme, a depositary,
an ICVC and any other director of an ICVC which is a UCITS

Page 152 of 257



FSA 2011/39

scheme; and

(b)  subject to (2), a UK UCITS management company providing
collective portfolio management services for an EEA UCITS
scheme under the freedom to provide cross border services.

2 COLL 6.6A.6R ((Strategies for the exercise of voting rights) also
applies to a UK UCITS management company providing collective
portfolio management services for an EEA UCITS scheme from a
branch in another EEA State, as well as applying in accordance with

(1).

3) This section does not apply to an EEA UCITS management company
providing collective portfolio management services for a UCITS
scheme under the freedom to provide cross border services.

Duties of AFMs of UCITS schemes and EEA UCITS schemes to act in the best
interests of the scheme and its unitholders

6.6A.2 R An authorised fund manager of a UCITS scheme or a UK UCITS management
company of an EEA UCITS scheme must:

(1)  ensure that the unitholders of any such scheme it manages are treated
fairly;

(2)  refrain from placing the interests of any group of unitholders above the
interests of any other group of unitholders;

(3)  apply appropriate policies and procedures for preventing malpractices
that might reasonably be expected to affect the stability and integrity of
the market;

(4) (a) ensure that fair, correct and transparent pricing models and
valuation systems are used for each scheme it manages, in order to
comply with the duty to act in the best interests of the unitholders;
and

(b) be able to demonstrate that the investment portfolio of each such
scheme it manages is accurately valued; and

(5) actinsuch away as to prevent undue costs being charged to any such
scheme it manages and its unitholders.

[Note: article 22 of the UCITS implementing Directive]

6.6A.3 G Q) Examples of malpractices for the purposes of COLL 6.6A.2R(3) would
include market timing and late trading, which may have detrimental
effects on unitholders and may undermine the functioning of the
market.

2 Examples of undue costs for the purposes of COLL 6.6A.2R(5) would
include unreasonable charges and excessive trading, taking into
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account the scheme’s investment objectives and policy.

[Note: recital (18) of the UCITS implementing Directive]

Due diligence requirements of AFMs of UCITS schemes and EEA UCITS schemes

6.6A4 R An authorised fund manager of a UCITS scheme or a UK UCITS management
company of an EEA UCITS scheme must:

1)

)

(3)

(4)

()

(6)

ensure a high level of diligence in the selection and ongoing
monitoring of scheme property, in the best interests of the scheme and
the integrity of the market;

ensure it has adequate knowledge and understanding of the assets in
which any scheme it manages is invested,;

establish written policies and procedures on due diligence and
implement effective arrangements for ensuring that investment
decisions on behalf of any UCITS scheme or EEA UCITS scheme it
manages are carried out in compliance with the objectives and the
investment strategy and risk limit system of the scheme;

when implementing its risk management policy, and where it is
appropriate after taking into account the nature of a proposed
investment:

(@  formulate forecasts and analyse the investment’s impact on the
portfolio composition, liquidity and risk and reward profile of
the scheme before carrying out the investment; and

(b)  carry out the analysis in (a) only on the basis of reliable and up-
to-date information, both in quantitative and qualitative terms;

exercise due skill, care and diligence when entering into, managing or
terminating any arrangement with third parties in relation to the
performance of risk management activities; and

before entering into any arrangements of the type referred to in (5):

(@)  take the necessary steps in order to verify that the third party has
the ability and capacity to perform the risk management
activities reliably, professionally and effectively; and

(b)  establish methods for the on-going assessment of the standard of
performance of the third party.

[Note: article 23 of the UCITS implementing Directive]

Compliance with the regulatory requirements applicable to the conduct of business
activities of a UCITS management company
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6.6A5 R The authorised fund manager of a UCITS scheme or the UK UCITS
management company of an EEA UCITS scheme must comply with all
regulatory requirements applicable to the conduct of its business activities so
as to promote the best interests of its investors and the integrity of the market.

[Note: article 14(1)(e) of the UCITS Directive]
Strategies for the exercise of voting rights

6.6A6 R 1) An authorised fund manager of a UCITS scheme or a UK UCITS
management company of an EEA UCITS scheme must develop
adequate and effective strategies for determining when and how voting
rights attached to ownership of scheme property, or the instruments
held by an EEA UCITS scheme, are to be exercised, to the exclusive
benefit of the scheme concerned.

2 The strategy referred to in (1) must determine measures and procedures
for:

(@) monitoring relevant corporate events;

(b) ensuring that the exercise of voting rights is in accordance with
the investment objectives and policy of the relevant scheme; and

(c) preventing or managing any conflicts of interest arising from the
exercise of voting rights.

3) An authorised fund manager of a UCITS scheme or a UK UCITS
management company of an EEA UCITS scheme must make available
to unitholders:

(@ asummary description of the strategies referred to in (1); and

(b) free of charge and on their request, details of the actions taken on
the basis of the strategies referred to in (1).

[Note: article 21 of the UCITS implementing Directive]

Amend the following as shown.
Charges on buying and selling units
6.7.7 R

3) This rule is subject to COLL 6.3.7R (SDRT provision), ard COLL
6.3.8R (Dilution) and COLL 11.3.11R (Obligations of the master

UCITS).
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Prohibition on promotional payments

6.712 R

1)
)

Paragraph (1) does not apply to the costs an authorised fund incurs
preparing and printing the simplified prospectus, key investor
information document, key features document or key features
illustration, provided the prospectus states, in accordance with COLL
4.2.5R(13) and (14) (Table: contents of the prospectus), that these
costs are properly payable to the authorised fund manager from
scheme property.

Income allocation and distribution

6.8.2B R The allocation or distribution of the income of a UCITS scheme must be
determined in accordance with its instrument constituting the scheme, its
prospectus and the general law of the United Kingdom.
[Note: article 86 of the UCITS Directive]

6.8.3 R 1)

6.9.10 G 1)
(2 The restrictions of business imposed by COLL 6.9.9R reflect the

position under Article 5 6 of the UCITS Directive. In accordance with
recital {7} (12) of the amendingJCIHFS-Management Directive
200H107/EC) the activities referred to at COLL 6.9.9R(3)(a) to COLL
6.9.9R(3)(c) may be performed on behalf of EEA UCITS management
companies.

After COLL 6.9 insert the following new sections. The text is not underlined.

6.10 Senior personnel responsibilities

Application

6.10.1 R

1)

This section applies to:
(@ anauthorised fund manager of a UCITS scheme; and

(b) a UK UCITS management company providing collective portfolio
management services for an EEA UCITS scheme from a branch
in another EEA State or under the freedom to provide cross
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border services.

This section does not apply to an EEA UCITS management company
providing collective portfolio management services for a UCITS
scheme under the freedom to provide cross border services.

Senior personnel responsibilities

6.10.2 R

6.103 R

In complying with SYSC 4.3.1R (Responsibility of senior personnel), an
authorised fund manager of a UCITS scheme or a UK UCITS management
company of an EEA UCITS scheme must ensure that its senior personnel:

1)

)

(3)

(4)

(5)

(6)

are responsible for the implementation of the general investment policy
for each scheme it manages, as defined, where relevant, in the
prospectus or the instrument constituting the scheme;

oversee the approval of investment strategies for each scheme it
manages;

are responsible for ensuring that the authorised fund manager or UK
UCITS management company has a permanent and effective
compliance function as referred to in SYSC 6.1 (Compliance), even if
this function is performed by a third party;

ensure and verify on a periodic basis that the general investment
policy, the investment strategies and the risk limit system of each
scheme it manages are properly and effectively implemented and
complied with, even if the risk management function is performed by a
third party;

approve and review on a periodic basis the adequacy of the internal
procedures for undertaking investment decisions for each scheme it
manages, So as to ensure that those decisions are consistent with the
approved investment strategies; and

approve and review on a periodic basis the risk management policy and
arrangements, processes and techniques for implementing that policy,
as referred to in COLL 6.12.5R (Risk management policy), including
the risk limit system for each scheme it manages.

[Note: article 9(2) of the UCITS implementing Directive]

An authorised fund manager of a UCITS scheme or a UK UCITS management
company of an EEA UCITS scheme must ensure that its senior personnel
receive, on a regular basis, reports on the implementation of investment
strategies and of the internal procedures for taking the investment decisions
referred to in COLL 6.10.2R(2) to (5).

[Note: article 9(5) of the UCITS implementing Directive]
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6.11 Risk control and internal reporting

Application
6.11.1 R (1)
()

This section applies to:
@ an authorised fund manager of a UCITS scheme; and

(b) a UK UCITS management company providing collective
portfolio management services for an EEA UCITS scheme
from a branch in another EEA State or under the freedom to
provide cross border services.

This section does not apply to an EEA UCITS management company
providing collective portfolio management services for a UCITS
scheme under the freedom to provide cross border services.

Permanent risk management function

6.11.2 R

6.113 G

(1)

)

(3)

An authorised fund manager of a UCITS scheme or a UK UCITS
management company of an EEA UCITS scheme must establish and
maintain a permanent risk management function.

The function referred to in (1) must be hierarchically and functionally
independent from operating units, except where such independence
would not be appropriate and proportionate in view of the nature, scale
and complexity of the authorised fund manager’s or UK UCITS
management company’s business and of each scheme it manages.

The authorised fund manager or UK UCITS management company
must be able to demonstrate that:

(@) appropriate safeguards against conflicts of interest have been
adopted so as to allow an independent performance of risk
management activities; and

(b) its risk management process satisfies the requirements of COLL
6.12.3R (Risk management process) or, where appropriate, the
relevant UCITS Home State measures implementing article 51 of
the UCITS Directive.

[Note: articles 12(1) and 12(2) of the UCITS implementing Directive]

Where the risk management function required under COLL 6.11.2R(1) is not
hierarchically and functionally independent, the authorised fund manager or

UK UCITS management company should nevertheless be able to demonstrate
that its risk management process satisfies the requirements of COLL 6.12.3R

(Risk management process) and that, in particular, the appropriate safeguards
have been adopted.

[Note: article 12(2) third paragraph and recital (12) of the UCITS
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implementing Directive]

Duties of the permanent risk management function

6114 R (1)

)

The permanent risk management function must:

(a)
(b)

(©)

(d)

(€)

()

implement the risk management policy and procedures;

ensure compliance with the risk limit system, including statutory
limits concerning global exposure and counterparty risk, as
required by COLL 5.2 (General investment powers and limits for
UCITS schemes) and COLL 5.3 (Derivative exposure) or, where
appropriate, the relevant UCITS Home State measures
implementing articles 41, 42 and 43 of the UCITS implementing
Directive;

provide advice to the governing body, as regards the
identification of the risk profile of each scheme it manages;

provide regular reports to the governing body and, where it
exists, the supervisory function on:

(i)  the consistency between the current level of risk
incurred by each scheme it manages and the risk
profile agreed for that scheme;

(i)  the compliance of each scheme it manages with the risk
limit system referred to in (b); and

(iii)  the adequacy and effectiveness of the risk management
process, indicating in particular whether appropriate
remedial measures have been taken in the event of any
deficiencies;

provide regular reports to the senior personnel outlining the
current level of risk incurred by the relevant scheme and any
actual or foreseeable breaches to their limits, so as to ensure that
prompt and appropriate remedial action can be taken; and

review and support, where appropriate, the arrangements for the
valuation of OTC derivatives, as referred to in COLL 5.2.23R
(OTC transactions in derivatives), COLL 5.2.23CR (Valuation
of OTC derivatives) and in this rule or, where appropriate, the
relevant UCITS Home State measures implementing article 44 of
the UCITS implementing Directive.

The permanent risk management function must have the authority and
access to all relevant information necessary to fulfil the duties set out

in (1).

[Note: articles 12(3), 12(4) and 44(3) of the UCITS implementing Directive]
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6.12 Risk management policy and risk measurement

Application

6.121 R

6.12.2 G

This section applies to:
1) an authorised fund manager and a depositary of a UCITS scheme; and

2 a UK UCITS management company providing collective portfolio
management services for an EEA UCITS scheme from a branch in
another EEA State or under the freedom to provide cross border
services.

In the FSA’s view the requirements relating to risk management policy and
risk measurement set out in this section are the regulatory responsibility of the
management company’s Home State regulator but to the extent that they
constitute fund application rules, are also the responsibility of the UCITS”’
Home State regulator. As such, these responsibilities may overlap between
the competent authorities of the Home and Host States. EEA UCITS
management companies providing collective portfolio management services
for a UCITS scheme, whether from a branch in the United Kingdom or under
the freedom to provide cross border services, are therefore advised that they
will be expected to comply with the requirements of this section, except for
COLL 6.12.3R(2) which, as a notification requirement, is a matter reserved for
the rules of the management company’s Home State.

Risk management process

6.123 R

1) An authorised fund manager of a UCITS scheme or a UK UCITS
management company of an EEA UCITS scheme must use a risk
management process enabling it to monitor and measure at any time
the risk of the scheme’s positions and their contribution to the overall
risk profile of the scheme.

2 An authorised fund manager (excluding the EEA UCITS management
company of a UCITS scheme) or a UK UCITS management company
of an EEA UCITS scheme must regularly notify the following details
of the risk management process to the FSA and at least on an annual
basis:

(@) atrue and fair view of the types of derivatives and forward
transactions to be used within the scheme together with their
underlying risks and any relevant quantitative limits; and

(b) the methods for estimating risks in derivative and forward
transactions.

[Note: article 51(1), first and third paragraphs, of the UCITS Directive and
article 45(1) of the UCITS implementing Directive]
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6.12.5

1)

()

©)

(4)

()

(6)

FSA 2011/39

The risk management process in COLL 6.12.3R should take account of
the investment objectives and policy of the scheme as stated in the
most recent prospectus.

The depositary of a UCITS scheme should take reasonable care to
review the appropriateness of the risk management process in line with
its duties under COLL 6.6.4R (General duties of the depositary) and
COLL 6.6.14R (Duties of the depositary and authorised fund manager:
investment and borrowing powers), as appropriate.

An authorised fund manager or a UK UCITS management company is
expected to demonstrate more sophistication in its risk management
process for a scheme with a complex risk profile than for one with a
simple risk profile. In particular, the risk management process should
take account of any characteristic of non-linear dependence in the
value of a position to its underlying.

An authorised fund manager or a UK UCITS management company
should take reasonable care to establish and maintain such systems and
controls as are appropriate to its business as required by SYSC 4.1
(General requirements).

The risk management process should enable the analysis required by
COLL 6.12.3R to be undertaken at least daily or at each valuation
point, whichever is more frequent.

An authorised fund manager or a UK UCITS management company of
an EEA UCITS scheme should undertake the risk assessment required
by COLL 5.2.20R(7)(d) (Permitted transactions (derivatives and
forwards)) with the highest care when the counterparty to the
derivative transaction is an associate of the authorised fund manager,
the UK UCITS management company or the credit issuer.

[Note: CESR’s UCITS eligible assets guidelines with respect to article 8(2)(d)
of the UCITS eligible assets Directive]

Risk management policy

R

1)

(2)

An authorised fund manager of a UCITS scheme or a UK UCITS
management company of an EEA UCITS scheme must establish,
implement and maintain an adequate and documented risk management
policy for identifying the risks to which that scheme is or might be
exposed.

The risk management policy must comprise such procedures as are
necessary to enable the authorised fund manager or UK UCITS
management company to assess the exposure of each UCITS it manages
to market risk, liquidity risk and counterparty risk, and to all other risks,
including operational risk, that might be material for that scheme.
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3)
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The risk management policy must address at least the following
elements:

(@)

(b)

(©)

the techniques, tools and arrangements that enable the
authorised fund manager or UK UCITS management company
to comply with the obligations set out in this section and COLL
5.3 (Derivative exposure);

the allocation of responsibilities within the authorised fund
manager or UK UCITS management company pertaining to risk
management; and

the terms, contents and frequency of reporting of the risk
management function referred to in COLL 6.11.2R (Permanent
risk management function) to the governing body, senior
personnel and, where appropriate, to the supervisory function.

To meet its obligations in (1), (2) and (3) an authorised fund manager or
a UK UCITS management company must take into account the nature,
scale and complexity of its business and of the UCITS it manages.

[Note: article 38 of the UCITS implementing Directive]

UK UCITS management companies operating EEA UCITS schemes are advised
that to the extent that the matters referred to in COLL 6.12.5R(3)(a) are viewed
by the UCITS Home State regulator as falling under its responsibility, they will
be expected to comply with the UCITS Home State measures implementing
articles 40 and 41 of the UCITS implementing Directive.

Monitoring of risk management policy

R

1)

An authorised fund manager of a UCITS scheme or a UK UCITS
management company of an EEA UCITS scheme must assess, monitor
and periodically review:

(@)

(b)

(©)

the adequacy and effectiveness of the risk management policy
and of the arrangements, processes and techniques referred to in
COLL 6.125R;

the level of compliance by the authorised fund manager or the
UK UCITS management company with the risk management
policy and with those arrangements, processes and techniques
referred to in COLL 6.12.5R; and

the adequacy and effectiveness of measures taken to address

any deficiencies in the performance of the risk management
process.
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(2) The authorised fund manager (excluding an EEA UCITS management
company of a UCITS scheme) or a UK UCITS management company of
an EEA UCITS scheme must notify the FSA of any material changes to
the risk management process.

[Note: article 39(1) and 39(2) of the UCITS implementing Directive]

6.128 G UK UCITS management companies are advised that when they applied for
authorisation from the FSA under the Act, their ability to comply with the
requirements in COLL 6.12.7R would have been assessed by the FSA as an
aspect of their fitness and properness in determining whether the threshold
conditions set out in Schedule 6 (Threshold conditions) of the Act were met.
Firms are further advised that their compliance with these requirements is
subject to review by the FSA on an ongoing basis in determining whether they
continue to meet the threshold conditions.

[Note: article 39(3) of the UCITS implementing Directive]
Measurement and management of risk

6.129 R (1) An authorised fund manager of a UCITS scheme or a UK UCITS
management company of an EEA UCITS scheme must adopt adequate
and effective arrangements, processes and techniques in order to:

(@) measure and manage at any time the risks to which that UCITS
is or might be exposed; and

(b) ensure compliance with limits concerning global exposure and
counterparty risk, in accordance with COLL 5.2.11BR
(Counterparty risk and issuer concentration) and COLL 5.3
(Derivative exposure).

(2) For the purposes of (1), the authorised fund manager or a UK UCITS
management company must take the following actions for each UCITS
it manages:

@) put in place such risk measurement arrangements, processes and
techniques as are necessary to ensure that the risks of positions
taken and their contribution to the overall risk profile are
accurately measured on the basis of sound and reliable data and
that the risk measurement arrangements, processes and
techniques are adequately documented,

(b) conduct, where appropriate, periodic back-tests in order to
review the validity of risk measurement arrangements which
include model-based forecasts and estimates;

(©) conduct, where appropriate, periodic stress tests and scenario

analyses to address risks arising from potential changes in
market conditions that might adversely impact the UCITS;
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(d) establish, implement and maintain a risk limit system for each

UCITS;

(e) ensure that the current level of risk complies with that risk limit
system; and

U] establish, implement and maintain adequate procedures that, in

the event of actual or anticipated breaches to that risk limit
system, result in timely remedial actions in the best interests of
unitholders.

3) The arrangements, processes and techniques referred to in (1) should be
proportionate in view of the nature, scale and complexity of the business
of the authorised fund manager or the UK UCITS management
company and the UCITS it manages and be consistent with the UCITS’
risk profile.

[Note: articles 40(1) and 40(2) of the UCITS implementing Directive]

UK UCITS management companies operating EEA UCITS schemes are advised
that to the extent that the matters referred to in COLL 6.12.9R(1)(b) are viewed
by the UCITS Home State regulator as falling under its responsibility, they will
be expected to comply with the UCITS Home State measures implementing
articles 41 and 43 of the UCITS implementing Directive.

(1) An authorised fund manager or a UK UCITS management company of
an EEA UCITS scheme must employ an appropriate liquidity risk
management process in order to ensure that each UCITS it manages is
able to comply at any time with COLL 6.2.16R (Sale and redemption) or
the equivalent UCITS Home State measures implementing article 84(1)
of the UCITS Directive.

(2) Where appropriate, the authorised fund manager or UK UCITS
management company must conduct stress tests to enable it to assess the
liquidity risk of the UCITS under exceptional circumstances.

[Note: article 40(3) of the UCITS implementing Directive]

An authorised fund manager or a UK UCITS management company of an EEA
UCITS scheme must ensure that, for each UCITS it manages, the liquidity
profile of the investments of the scheme is appropriate to the redemption policy
laid down in the instrument constituting the scheme or the prospectus.

[Note: article 40(4) of the UCITS implementing Directive]

CESR guidelines: Risk management principles for UCITS
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Authorised fund managers are advised that CESR issued guidelines prior to the
revision of the UCITS Directive in 2009 which, to the extent they remain
compatible with the rules and other guidance in COLL, should be complied
with in applying the rules in this section. These guidelines are available at:

Guidelines — Risk management principles for UCITS (CESR/09-178)

http://www.esma.europa.eu/index.php?page=document details&id=5620&from

1d=28

6.13  Record keeping

Application

6.13.1 R

1) This section applies to:

(@)
(b)

an authorised fund manager of a UCITS scheme; and

a UK UCITS management company providing collective
portfolio management services for an EEA UCITS scheme from
a branch in another EEA State or under the freedom to provide
cross border services.

(2) This section does not apply to an EEA UCITS management company
providing collective portfolio management services for a UCITS scheme
under the freedom to provide cross border services.

Recording of portfolio transactions

6.13.2 R

(1) An authorised fund manager of a UCITS scheme or a UK UCITS
management company of an EEA UCITS scheme must ensure, for each
portfolio transaction relating to a scheme it manages, that a record of
information which is sufficient to reconstruct the details of the order and
the executed transaction is produced without delay.

(2) The record referred to in (1) must include:
@ the name or other designation of the scheme and of the person
acting on behalf of the scheme;
(b) the details necessary to identify the instrument in question;
(c) the quantity;
(d) the type of the order or transaction;
(e) the price;
U] for orders, the date and exact time of the transmission of the

order and the name or other designation of the person to whom
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the order was transmitted, or for transactions, the date and exact
time of the decision to deal and execution of the transaction;

the name of the person transmitting the order or executing the
transaction;

where applicable, the reasons for the revocation of an order; and

for executed transactions, the counterparty and execution venue
identification.

[Note: article 14 of the UCITS implementing Directive]

Recording of subscription and redemption orders

6.13.3 R (1) An authorised fund manager of a UCITS scheme or a UK UCITS
management company of an EEA UCITS scheme must take all
reasonable steps to ensure that every subscription and redemption order
it receives relating to units in any such scheme it manages are centralised
and recorded immediately after receipt of that order.

(2) The record referred to in (1) must include information on the following:
@ the relevant scheme;
(b) the person giving or transmitting the order;
(© the person receiving the order;
(d) the date and time of the order;
(e) the terms and means of payment;
()] the type of the order;
(9) the date of execution of the order;
(h) the number of units subscribed or redeemed,;
Q) the subscription or redemption price for each unit;
() the total subscription or redemption value of the units; and
(K) the gross value of the order including charges for subscription or

net amount after charges for redemption.

[Note: article 15 of the UCITS implementing Directive]

Recordkeeping requirements

6.134 R (@D)] An authorised fund manager of a UCITS scheme or a UK UCITS
management company of an EEA UCITS scheme must ensure the
retention of the records referred to in COLL 6.13.2R and COLL 6.13.3R

Page 166 of 257



FSA 2011/39

for a period of at least five years or, in exceptional circumstances and

where directed by the FSA, for a longer period, determined by the nature
of the instrument or portfolio transaction, where it is necessary to enable
the FSA to exercise its supervisory functions under the UCITS Directive.

(2) Following the termination of its authorisation, an authorised fund
manager of a UCITS scheme or a UK UCITS management company of
an EEA UCITS scheme must retain its records referred to in (1) for the
outstanding term of the five year period or, if it transfers its
responsibilities in relation to the UCITS to another authorised fund
manager or management company, arrange for those records for the past
five years to be accessible to that other manager.

(3) The authorised fund manager or the UK UCITS management company
must retain the records referred to in COLL 6.13.2R and COLL 6.13.3R
in a medium that allows the storage of information in a way accessible
for future reference by the FSA, and in such a form and manner that the
following conditions are met:

@ the FSA must be able to access them readily and to reconstitute
each key stage of the processing of each portfolio transaction;

(b) it must be possible for any corrections or other amendments, and
the contents of the records prior to such corrections or
amendments, to be easily ascertained; and

(© it must not be possible for the records to be otherwise
manipulated or altered.

[Note: article 16 of the UCITS implementing Directive]

Electronic data processing

6.135 R

6.136 R

An authorised fund manager of a UCITS scheme or a UK UCITS management
company of an EEA UCITS scheme must make appropriate arrangements for
suitable electronic systems so as to permit a timely and proper recording of each
portfolio transaction or subscription or redemption order, in order to be able to
comply with COLL 6.13.2R (Recording of portfolio transactions) and COLL
6.13.3R (Recording of subscription and redemption orders).

[Note: article 7(1) of the UCITS implementing Directive]

An authorised fund manager of a UCITS scheme or a UK UCITS management
company of an EEA UCITS scheme must ensure a high level of security during
the electronic data processing referred to in COLL 6.13.5R as well as the
integrity and confidentiality of the recorded information, as appropriate.

[Note: article 7(2) of the UCITS implementing Directive]
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After COLL 6.13 insert the following new Annex. The text is not underlined.

6 Annex 1R Particulars of the standard agreement between an EEA UCITS
management company and a depositary

This table belongs to COLL 6.6.4R(7)(b) (General duties of the depositary) on
the conclusion and prescribed minimum content of a standard agreement between
an EEA UCITS management company (which is an authorised fund manager of a
UCITS scheme) and the depositary of that scheme.

Contents of the standard agreement

1) Provisions related to the procedures to be followed by the parties to the
agreement:

(@)

a description of the procedures, included those relating to the
safekeeping, to be adopted for each type of asset of the UCITS
scheme that is entrusted to the depositary;

(b)

a description of the procedures to be followed where the
authorised fund manager envisages a modification of the
instrument constituting the scheme or the prospectus of the
UCITS scheme, and identifying when the depositary should be
informed, or where a prior agreement from the depositary is
needed to proceed with the modification;

(©)

a description of the means and procedures by which the
depositary will transmit to the authorised fund manager
all relevant information that the authorised fund manager
needs to perform its duties, including a description of the
means and procedures related to the exercise of any rights
attached to financial instruments, and the means and
procedures applied in order to allow the authorised fund
manager and the UCITS scheme to have timely and
accurate access to information relating to the accounts of
the UCITS scheme;

(d)

a description of the means and procedures by which the
depositary will have access to all relevant information it needs
to perform its duties;

(€)

a description of the procedures by which the depositary has the
ability to enquire into the conduct of the authorised fund
manager and to assess the quality of information transmitted,
including by way of on-site visits; and

(f)

a description of the procedures by which the authorised fund
manager can review the performance of the depositary in
respect of the depositary’s contractual obligations.
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[Note: article 30 of the UCITS implementing Directive]

(2) Provisions related to the exchange of information and to obligations on
confidentiality and money laundering:

@ a list of all the information that needs to be exchanged between
the UCITS scheme, its authorised fund manager and depositary
related to the issue, cancellation, sale and redemption of units
of the UCITS scheme;

(b) the confidentiality obligations applicable to the parties to the
agreement. These obligations must be drawn up so as not to
impair the ability of either the FSA or the Home State regulator
of the EEA UCITS management company to gain access to
relevant documents and information; and

(©) information on the duties and responsibilities of the parties to
the agreement in respect of obligations relating to the
prevention of money laundering and the financing of terrorism,
where applicable.

[Note: article 31 of the UCITS implementing Directive]

(3) Provisions related to the appointment of third parties:

In cases where the parties to the agreement envisage the appointment of

third parties to carry out their duties, the following provisions:

@) an undertaking by both parties to provide details, on a regular
basis, of any third parties appointed by the depositary or the
authorised fund manager to carry out their respective duties;

(b) an undertaking that on request by one of the parties, the other
will provide information on the criteria used for selecting the
third party and the steps taken to monitor the activities carried
out by the selected third party; and

(©) a statement that a depositary’s liability as referred to at COLL
6.6.15R(5) (Committees and delegation) will not be affected by
the fact that it has entrusted to a third party all or some of the
assets in its safekeeping.

[Note: article 32 of the UCITS implementing Directive]

4) Provisions related to potential amendments and the termination of the

agreement:

(@)

the period of validity of the agreement;

(b)

the conditions under which the agreement may be amended or
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terminated; and

(©) conditions which are necessary to facilitate transition to
another depositary and, in the event of that transition, the
procedure by which the depositary should send all relevant
information to the other depositary.

[Note: article 33 of the UCITS implementing Directive]

()

Applicable law:

A provision specifying that the law of the United Kingdom applies to
the agreement.

[Note: article 34 of the UCITS implementing Directive]

(6)

Electronic transmission of information:

In cases where the parties to the agreement agree to the use of electronic
transmission for part or all of the information that is to flow between
them, a provision ensuring that a record is kept of that information.

[Note: article 35 of the UCITS implementing Directive]

()

Scope of the agreement:

Where the agreement is to cover more than one UCITS scheme managed
by the authorised fund manager, a provision listing the UCITS schemes
covered by the agreement.

[Note: article 36 last sentence of the UCITS implementing Directive]

(8)

Service level agreement:

The parties to the agreement may include either in the agreement or in a
separate written agreement the details of the means and procedures
referred to in (1)(c) and (d).

[Note: article 37 of the UCITS implementing Directive]

Amend the following as shown.

7 Suspension of dealing and termination of authorised funds
7.1 Introduction
Application
711 R (1) This chapter applies to an ICVC, an ACD, any other director of a an ICVC,
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a depositary of an ICVC, a manager of an AUT and a trustee of an AUT,
where such AUT or ICVC is a UCITS scheme or a non-UCITS retalil
scheme in accordance with COLL 7.1.2R (Table of application).

(2) COLL 7.7 (UCITS mergers) applies only to a domestic UCITS merger or a
cross-border UCITS merger.

Table of application

7.1.2 R Thistable belongs to COLL 7.1.1R.

Rule ICVC ACD | Any other | Depositary | Manager Trustee
directors | ofan ICVC
of an
ICVC
17 X X X X X X

Requirement
721 R

[Note: article 45(2) of the UCITS Directive]

Temporary suspension of units of a master UCITS

7.2.1A R Where:

(1)  anauthorised fund manager of a UCITS scheme which is a master UCITS
temporarily suspends the issue, cancellation, sale and redemption of its
units, whether at its own initiative or at the request of the FSA; or

(2)  anoperator of an EEA UCITS scheme which is a master UCITS
temporarily suspends the issue, cancellation, sale or redemption of its units,
whether at its own initiative or at the request of its Home State requlator;

the authorised fund manager of each of its feeder UCITS (which is a UCITS
scheme) is entitled to suspend the issue, cancellation, sale or redemption of its
units for the same period of time as the master UCITS.

[Note: article 60(3) of the UCITS Directive]

Schemes of arrangement: explanation
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761 G

(3) COLL 7.6.2R(3) to (6) apply to a domestic UCITS merger and cross-border
UCITS merger. Arrangements constituting any such merger are in addition
subject to the requirements of COLL 7.7 (UCITS mergers), implementing
the requirements of the UCITS Directive.

After COLL 7.6 insert the following new section. The text is not underlined.
1.7 UCITS mergers
Application

7.7.1 R  This section applies to an ICVC, an authorised fund manager of an AUT or ICVC,
any other director of an ICVC and the depositary of any such scheme where, in
each case, the AUT or ICVC is a UCITS scheme that is a party to:

1) a domestic UCITS merger; or
(2) a cross-border UCITS merger.

772 G (1) The effect of COLL 7.7.1R, and in particular the narrow Glossary
definition of domestic UCITS merger which is drafted in accordance with
article 2.1(r) of the UCITS Directive, is that this section will not apply to a
merger in the United Kingdom between two or more UCITS schemes
unless one of them has been the subject of a UCITS marketing
notification.

(2) For arrangements to constitute a cross-border UCITS merger, at least two
of the relevant UCITS must be:

@) established in different EEA States; or

(b) established in the same EEA State and be merging into a newly
constituted UCITS established in another EEA State.

References to a UCITS scheme
7.7.3 R Inthis section references to:

(1) a UCITS scheme, a merging UCITS, a receiving UCITS or to an EEA
UCITS scheme include the sub-fund of any such scheme;

2 the management company of an EEA UCITS scheme are to the operator of
the scheme.

[Note: article 37 of the UCITS Directive]

UCITS mergers
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A domestic UCITS merger between two or more UCITS schemes, or a cross-
border UCITS merger between one or more UCITS schemes which is or are the
merging UCITS and one or more EEA UCITS schemes, is permissible provided:

1)

(2)

it is effected in accordance with the requirements of:

@ the UCITS Regulations 2011, which include the need for the FSA
to have made a prior order approving the proposed merger (which
may be made subject to (2)); and

(b) this chapter; and
in the case of a UCITS scheme that is:

@ a merging UCITS in a domestic or cross-border UCITS merger,
an extraordinary resolution is approved by unitholders in
accordance with COLL 7.6.2R(3) and (4) (Schemes of
arrangement: requirements); and

(b) a receiving UCITS in a domestic or cross-border UCITS merger,
the manager and trustee of the AUT and the directors of the ICVC
comply with COLL 7.6.2R(5) and (6).

[Note: articles 39(1), 39(4) and 44 first paragraph of the UCITS Directive]

Meetings of unitholders

G

(1)

(@)

The effect of COLL 7.7.4R(2)(a) is that the 75% majority that is needed in
support for an extraordinary resolution of unitholders to be passed is
without prejudice to the presence quorum that is required by COLL 4.4.6R
(Quorum).

Any meeting of unitholders that is needed to give effect to a proposed
UCITS merger is subject to the requirements of COLL 4.4 (Meeting of
unitholders and service of notices).

UCITS Regulations 2011

G

(1)

The requirements and the process which must be followed to give effect to
a proposal for a UCITS merger as specified by Chapter VI of the UCITS
Directive (see articles 37 to 48) have been implemented in the United
Kingdom by the provisions of Part 4 of the UCITS Regulations 2011. The
main features of the regime as set out in those provisions include:

@ the different types of merger operation that will be recognised for a
UCITS merger;

(b) the need for the FSA to give prior approval to the proposed merger
under regulation 9 (Application for authorisation) of the UCITS
Regulations 2011, where the arrangements proposed constitute
either:
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() a domestic UCITS merger; or

(i) a cross-border UCITS merger in which the merging
UCITS is a UCITS scheme (a UK UCITS);

(©) the information that has to be given to the FSA in order to obtain
the approval under (b);

(d) the need for draft terms of merger to be prepared;
(e) the role of the relevant depositaries and auditors;

) the need for appropriate and accurate information to be prepared
for the benefit of unitholders;

(9) rights of redemption and suspension of dealing in units in the
relevant UCITS; and

(h) the consequences of the proposed merger.

(2) Firms are advised that they do not need to seek approval from the FSA
under section 251 (Alteration of schemes and changes of manager or
trustee) of the Act or, as the case may be, regulation 21 (The Authority’s
approval for certain changes in respect of a company) of the OEIC
Regulations where they are required to obtain the prior approval of the
FSA to a proposed merger under regulation 9 of the UCITS Regulations
2011.

(3) A summary of how the regime for UCITS mergers operates is to be found
in COLLG.

Common draft terms of merger

777 R (1) The authorised fund manager of a UCITS scheme that is a merging
UCITS or a receiving UCITS in a proposed UCITS merger, must in
conjunction with any other authorised fund manager or, as the case may
be, management company of an EEA UCITS scheme that is a party to the
proposed merger, draw up common draft terms of the proposed UCITS
merger.

(2) The common draft terms in (1) must set out the following particulars:

@) an identification of the type of UCITS merger and of the UCITS
involved,

(b) the background to and the rationale for the proposed UCITS
merger;

(© the expected impact of the proposed UCITS merger on the
unitholders of both the merging UCITS and the receiving UCITS;
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(d) the criteria adopted for valuation of the assets and, where
applicable, the liabilities of the UCITS on the date for calculating
the exchange ratio as referred to in regulation 13 (Consequences
of a merger) of the UCITS Regulations 2011;

(e) the calculation method of the exchange ratio;
) the planned effective date of the UCITS merger;

(@)  the rules applicable respectively to the transfer of assets and the
exchange of units; and

(h) in the case of a UCITS merger where the receiving UCITS or the
sub-fund is being specially formed for the purpose, the instrument
constituting the scheme of the newly constituted receiving UCITS.

[Note: article 40(1) of the UCITS Directive]

The management companies of the merging UCITS and the receiving UCITS may
decide to include further items in the common draft terms of the UCITS merger.

[Note: article 40(2) of the UCITS Directive]

Verification by the depositary

779 R

The depositary of a UCITS scheme that is either a merging UCITS or a receiving
UCITS in a proposed UCITS merger must verify that the statements in the
common draft terms of merger required under COLL 7.7.7R (2)(a), (f) and (g), to
the extent they relate to the scheme for which it is the depositary, conform with
the provisions of the regulatory system and the instrument constituting the
scheme.

[Note: article 41 of the UCITS Directive]

Information to be given to unitholders

7.710 R

(1) The authorised fund manager of a UCITS scheme that is a merging
UCITS or a receiving UCITS in a proposed UCITS merger must ensure
that a document containing appropriate and accurate information on the
merger is provided to the unitholders of that scheme so as to enable them
to:

@) make an informed judgment about the impact of the proposal on
their investment;

(b) exercise their rights under regulation 12 (Right of redemption) of
the UCITS Regulations 2011; and

(© where applicable, exercise their right to vote on whether or not to

approve the merger in accordance with COLL 7.7.4R(2)(a)
(UCITS mergers).
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Where a UCITS scheme is the merging UCITS in a domestic UCITS
merger or cross-border UCITS merger, its authorised fund manager
must provide the information document in (1):

@ to the unitholders of the merging UCITS and (in the case of a
domestic UCITS merger) the receiving UCITS only after the FSA
has given its approval to the UCITS merger proposal under
regulation 9 of the UCITS Regulations 2011; and

(b)  where the receiving UCITS (in the case of a cross-border UCITS
merger) is an EEA UCITS scheme, to the unitholders of that
scheme only after the Home State regulator of each merging
UCITS has authorised the UCITS merger proposal under national
measures implementing article 39 of the UCITS Directive;

and in either case must do so at least 30 days before the last date by
which unitholders may request repurchase or redemption of their units or,
where applicable, conversion without additional charge.

The information document to be provided to the unitholders of the
merging UCITS and the receiving UCITS under (1) must include the
following:

(@) the background to and the rationale for the proposed UCITS
merger;

(b)  the possible impact of the proposed UCITS merger on
unitholders, including but not limited to any material differences
in respect of investment policy and strategy, costs, expected
outcome, periodic reporting, possible dilution in performance,
and, where relevant, a prominent warning to investors that their
tax treatment may be changed following the UCITS merger;

(© any specific rights unitholders have in relation to the proposed
UCITS merger, including but not limited to:

Q) the right to obtain additional information;

(i) the right to obtain a copy of the report of the independent
auditor or the depositary on request;

(iii)  the right to request the repurchase or redemption or, where
applicable, the conversion of their units without charge
under regulation 12 of the UCITS Regulations 2011 or, if
applicable, the equivalent national implementing measure
of the UCITS Home State; and

(iv)  the last date for exercising that right;

(d) the relevant procedural aspects and the planned effective date of
the merger; and
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(e) a copy of the key investor information of the receiving UCITS.

If a UCITS marketing notification in respect of the merging UCITS or
receiving UCITS has been made, the information document referred to in
(3) must be provided in the official language, or one of the official
languages, of the relevant Host State in which units of the UCITS scheme
are to be marketed, or in a language approved by its Host State regulator.
The authorised fund manager of the relevant UCITS scheme must
provide an accurate translation of the information document.

[Note: article 43(1), 43(2), 43(3) and 43(4) of the UCITS Directive]

General rules regarding the content of merger information to be provided to unitholders

7.711 R

7712 G

1)

(@)

3)

(4)

The information document that must be provided to unitholders under
COLL 7.7.10R (Information to be given to unitholders) by the authorised
fund manager of a UCITS scheme must be written in a concise manner
and in non-technical language.

In the case of a proposed cross-border UCITS merger, the authorised
fund manager of the UCITS scheme, being either the merging UCITS or
the receiving UCITS respectively, must explain in plain language any
terms or procedures relating to the EEA UCITS scheme which differ from
those commonly used in the United Kingdom.

The information to be provided to the unitholders of the merging UCITS
must meet the needs of investors who have no prior knowledge of the
features of the receiving UCITS or of the manner of its operation,
drawing their attention to the key investor information of the receiving
UCITS and emphasising the desirability of reading it.

The information to be provided to the unitholders of the receiving UCITS
must focus on the operation of the merger and its potential impact on the
receiving UCITS.

[Note: article 3 of the UCITS implementing Directive No 2]

(1)

(@)

The information provided to unitholders under COLL 7.7.10R and COLL
7.7.13R on any proposed merger should reflect the different needs of the
unitholders of the merging UCITS and the receiving UCITS and assist
their understanding of what is being proposed.

The reference to “conversion” in COLL 7.7.10R(2) means an exchange of
units in the merging UCITS or receiving UCITS for units in another
UCITS scheme or EEA UCITS scheme that has similar investment
policies and that is managed by the same authorised fund manager or one
of its affiliated companies.

[Note: recital (1) of the UCITS implementing Directive No 2]

Specific rules regarding the content of merger information to be provided to unitholders
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of the merging UCITS

7713 R

1)

(@)

(3)

Where the merging UCITS is a UCITS scheme, the information document
that its authorised fund manager must provide to its unitholders under
COLL 7.7.10R(3)(b) must also include:

(@)

(b)

(©)

(d)

(€)

(f)

(@)

details of any differences in the rights of unitholders of the
merging UCITS before and after the proposed UCITS merger
takes effect;

if the key investor information of the merging UCITS and the
receiving UCITS show synthetic risk and reward indicators in
different categories, or identify different material risks in the
accompanying narrative, a comparison of those differences;

a comparison of all charges, fees and expenses for both schemes,
based on the amounts disclosed in their respective key investor
information;

if the merging UCITS applies a performance-related fee, an
explanation of how it will be applied up to the point at which the
merger becomes effective;

if the receiving UCITS applies a performance-related fee, how it
will subsequently be applied to ensure fair treatment of those
unitholders who previously held units in the merging UCITS;

in cases where costs associated with the preparation and the
completion of the merger may be charged to either the merging or
the receiving UCITS or any of their unitholders, details of how
those costs are to be allocated; and

an explanation of whether the authorised fund manager of the
merging UCITS itself intends to undertake any rebalancing of the
portfolio before the merger takes effect.

The information to be provided under COLL 7.7.10R(3)(c) must also
include:

(@)

(b)

details of how any accrued income in each scheme is to be
treated; and

an indication of how the report of the independent auditor or the
depositary may be obtained.

The information to be provided in accordance with COLL 7.7.10R(3)(d)
must include:

(@)

where required by COLL 7.6.2R (Schemes of arrangement:
requirements), the procedure by which unitholders will be asked
to approve the merger proposal, and what arrangements will be
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made to inform them of the outcome;

(b) the details of any intended suspension of dealing in units to enable
the merger to be carried out efficiently; and

(©) when the merger will take effect in accordance with regulation 13
of the UCITS Regulations 2011.

The information to be provided to the unitholders of the merging UCITS
must include:

@ the period during which those unitholders will be able to continue
making subscriptions and requesting redemptions of units in the
scheme;

(b) the time when those unitholders not making use of their rights
granted under regulation 12 of the UCITS Regulations 2011,
within the relevant time limit, will be able to exercise their rights
as unitholders of the receiving UCITS; and

(© an explanation that once the merger proposal is approved by the
resolution of a general meeting of the unitholders of the merging
UCITS, those unitholders who vote against the proposal or who
do not vote at all, and who do not make use of their rights granted
under regulation 12 of the UCITS Regulations 2011 within the
relevant time limit, will become unitholders of the receiving
UCITS.

If a summary of the key points of the merger proposal is provided at the
beginning of the document providing information on the merger proposal,
it must cross-refer to the parts of the document where further information
is provided.

[Note: article 4 of the UCITS implementing Directive No 2]

Specific rules regarding the content of merger information to be provided to unitholders
of the receiving UCITS

7714 R

1)

(2)

Where the receiving UCITS is a UCITS scheme, the information that its
authorised fund manager must provide to its unitholders under COLL
7.7.10(3)(b) must also include an explanation of whether the authorised
fund manager expects the merger to have any material effect on the
portfolio of the receiving UCITS, and whether it intends to undertake any
rebalancing of the portfolio either before or after the merger takes effect.

In addition to (1), the authorised fund manager of the receiving UCITS
must provide to its unitholders the information referred to in COLL
7.7.13R(2), (3), and (5).

[Note: article 4 of the UCITS implementing Directive No 2]
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1) An authorised fund manager may add other information to that which is
required by COLL 7.7.12R to COLL 7.7.14R if it considers that it is
relevant in the context of the proposed UCITS merger. For example, it
may be appropriate for the information provided in accordance with
COLL 7.7.13R(3)(a) to contain a recommendation by the respective
manager of an AUT or the directors of an ICVC as to the course of action
the unitholders should take.

(2) Where an authorised fund manager chooses to include a summary of the
key points as allowed by COLL 7.7.13R(5), its inclusion does not relieve
the authorised fund manager of its obligation to avoid the use of long or
technical explanations in the rest of the document.

[Note: recitals (2) and (3) and article 4(6) of the UCITS implementing Directive
No 2]

Key investor information

7716 R

7717 R

The authorised fund manager of a merging UCITS must provide an up-to-date
version of the key investor information of the receiving UCITS to its existing
unitholders.

[Note: article 5(1) of the UCITS implementing Directive No 2]

1) Where a UCITS scheme is the receiving UCITS in a cross-border UCITS
merger, its authorised fund manager must ensure that an up-to-date
version of the key investor information document of the receiving UCITS
is made available to the management company of the merging UCITS for
the purpose of providing it to investors in that UCITS.

(2) Where the key investor information document of the receiving UCITS has
been amended for the purpose of (1), the authorised fund manager of the
receiving UCITS must also provide it to all its existing unitholders.

[Note: article 5(2) of the UCITS implementing Directive No 2]

New unitholders

7718 R

Between the date when the information required under COLL 7.7.10R is
provided to unitholders and the date when the merger takes effect, the
information document and the up-to-date key investor information of the
receiving UCITS must be provided to each person who purchases or subscribes
for units in either the merging UCITS or the receiving UCITS or who asks to
receive copies of the instrument constituting the scheme, prospectus or key
investor information of either scheme.

[Note: article 6 of the UCITS implementing Directive No 2]

Method of providing merger information to unitholders

7719 R

The authorised fund manager of the merging UCITS and the receiving UCITS

Page 180 of 257



Merger costs

7720 R

FSA 2011/39

must provide the information required by COLL 7.7.10R to COLL 7.7.14R to
unitholders in a durable medium.

[Note: article 7 of the UCITS implementing Directive No 2]

The authorised fund manager of a UCITS scheme that is either a merging UCITS
or a receiving UCITS must ensure that any legal, advisory, administrative or any
other costs associated with the preparation and completion of the UCITS merger
are not charged to either scheme or to any of its unitholders.

[Note: article 46 of the UCITS Directive]

Effective merger date, exchange ratio calculation date and publication of merger

7721 G

(1)

)

(3)

(4)

In a domestic UCITS merger, the effective date of the merger will be the
date specified by the FSA in its order authorising the proposed merger in
accordance with regulation 9 of the UCITS Regulations 2011.

For a UCITS scheme which is the receiving UCITS in a cross-border
UCITS merger, the effective date of the merger will be the date agreed by
the FSA and the merging UCITS’ Home State regulator.

For a UCITS scheme which is the receiving UCITS in a domestic UCITS
merger or a cross-border UCITS merger:

@) the date for calculating the exchange ratio of units of the merging
UCITS into units of the receiving UCITS and, where applicable,
for determining the relevant net asset value for cash will be the
date specified in the common terms of merger for that purpose;
and

(b) the FSA will publish the entry into effect of the merger in the
record it keeps under section 347 (The record of authorised
persons etc) of the Act in accordance with regulation 14 of the
UCITS Regulations 2011.

For a UCITS scheme which is the merging UCITS in a cross-border
UCITS merger, the dates referred to in (2) and (3)(a) will be determined
by the laws of the receiving UCITS Home State. Those dates will be after
the date on which the merger proposal has been approved in accordance
with COLL 7.7.4R (2)(a) (UCITS mergers).

[Note: article 47 of the UCITS Directive]

Confirmation obligation on completion of a UCITS merger
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7.7.22 R  The authorised fund manager of a UCITS scheme that is the receiving UCITS in
either a domestic or cross-border UCITS merger must confirm in writing to the
depositary of the UCITS scheme and the FSA that the merger transfer is complete.

[Note: article 48(4) of the UCITS Directive]

7.7.23 G  Regulation 13 of the UCITS Regulations 2011 sets out the conditions that must be
fulfilled for a merger transfer to be considered complete.

Amend the following as shown.

9.2 Section 264 recognised schemes

tod in O ; e ; ! y
amended)- [deleted]

@ he.d bei lish, ioc | lation |
Enghish- [deleted]

©)

(4)
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SR>

)

report: [deleted]

Marketing of units of an EEA UCITS scheme

922 G (1 The units of an EEA UCITS scheme in respect of which a notification has
been transmitted to the FSA by the competent authority of the UCITS
Home State in accordance with article 93 of the UCITS Directive may be
marketed in the United Kingdom. This is the effect of section 264
(Schemes constituted in other EEA States) read in conjunction with
section 238(4)(c) (Restrictions on promotion) of the Act.

(2)  Where a management company wishes to market the units of an EEA
UCITS scheme it manages, without establishing a branch or providing any
other services in the United Kingdom, a management company passport is
not required for such marketing activities.

3) In this Chapter references to an EEA UCITS scheme include its sub-funds.

[Note: article 16(1) second paragraph, article 91(1) and 91(4) of the UCITS
Directive]

9.4 Facilities in the United Kingdom

Documents

942 R (O The operator of a recognised scheme must maintain facilities in the
United Kingdom for any person, for inspection (free of charge) and for the
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obtaining (free of charge, in the case of the documents at (c) and (d), and
otherwise at no more than a reasonable charge) of copies in English of:

(d) for a section 264 recognised scheme, the simplified-prospectus

EEA key investor information document; and

11 Master-feeder arrangements under the UCITS Directive

11.1 Introduction

Application

11.1.1 R  This chapter applies to:

(1)
)
(3)
(4)

an authorised fund manager of an AUT or an ICVC,;

any other director of an ICVC;

an ICVC; and

a trustee of an AUT or a depositary of an ICVC,;

where such AUT or ICVC is a UCITS scheme that is a feeder UCITS or a master

UCITS in accordance with COLL 11.1.2R (Table of application).

Table of application

11.1.2 R  This table belongs to COLL 11.1.1R

Reference | ICVC ACD | Any other Manager Trustee of an
directors AUT or

of an depositary of an
ICVC ICVC

11.1.1R X X X X

11.1.3G X X X X

11.2.1G X X X

11.2.2R X X X

11.3.1R X X X
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11.3.2R

11.3.3G

11.3.4G

11.35R

11.3.6R

11.3.7R

11.3.8R

11.3.9R

11.3.10G

11.3.11R

11.3.12R

11.3.13R

11.3.14G

11.4.1R

11.4.2R

11.4.3R

11.4.4G

11.4.5G

11.5.6R

11.6.1G

11.6.2R

11.6.3R

11.6.4R

11.6.5R

11.6.6R

11.6.7R
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11.6.8G X X X
11.6.9R X X X
11.6.10R X X X
11.6.11G X X X
11.6.12R X X X
11.6.13R X X X
11 Annex X X X
1R

11 Annex X X X
2R

Note 1: “x” means “applies”, but not every paragraph in every provision referred
to will necessarily apply.

Note 2: COLL 11.5 (with the exception of COLL 11.5.6R) applies to auditors.

Purpose

1113 G (1)
)

©)

(4)

This chapter sets out:

(a)

(b)

the notification requirements for a UCITS scheme to be approved
as a feeder UCITS under section 283A (Master-feeder structures)
of the Act; and

the requirements which apply to a feeder UCITS where its master
UCITS is wound up, merges with another UCITS or is divided into
one or more UCITS.

This chapter also ensures there is a flow of information and documents
between a feeder UCITS and its master UCITS. In particular, it allows the
authorised fund manager, depositary and auditor of a feeder UCITS to
obtain all information and documents necessary to perform their functions.

COLL 11.5 (Auditors) also imposes requirements on auditors of a master
UCITS and a feeder UCITS.

In this section references to:

(@)

(b)

a UCITS scheme, a feeder UCITS, a master UCITS, or EEA UCITS
scheme include the sub-fund of any such scheme and references to
winding up a scheme are to be read as also applying to the
termination of a sub-fund; and

the management company of an EEA UCITS scheme are to the

Page 186 of 257




FSA 2011/39

operator of the scheme.

11.2  Approval of a feeder UCITS

Explanation

1121 G

1)

)

Section 283A(1) (Master-feeder structures) of the Act, in implementation
of article 59(1) of the UCITS Directive, provides that the operator of a
UCITS scheme may not invest a higher proportion of scheme property in
units of another UCITS than is permitted by rules made by the FSA
implementing article 55 of the UCITS Directive, unless the investment is
approved by the FSA in accordance with that section.

The FSA has implemented article 55(1) of the UCITS Directive in COLL
5.2.11R(9), which provides that not more than 20% in value of a scheme
is to consist of the units of any one collective investment scheme.

Application for approval of an investment in a master UCITS

1122 R

(1)

()

An application for approval of an investment in a master UCITS under
section 283A of the Act must be accompanied by the following
documents:

(@)

(b)

(©)

(d)

(€)

()

the instrument constituting the scheme of the feeder UCITS and of
the master UCITS;

the prospectus and the key investor information referred to in
COLL 4.7.2R (Key investor information) of the feeder UCITS and
of the master UCITS;

the master-feeder agreement or the internal conduct of business
rules in accordance with COLL 11.3.2R(2) (Master-feeder
agreement and internal conduct of business rules);

where applicable, the information to be provided to unitholders in
accordance with COLL 4.8.3R (Information to be provided to
unitholders);

if the master UCITS and the feeder UCITS have different
depositaries, the information-sharing agreement in accordance
with COLL 11.4.1R(2) (Information-sharing agreement between
depositaries); and

if the master UCITS and the feeder UCITS have different auditors,
the information-sharing agreement in accordance with COLL
11.5.1R (Information-sharing agreement between auditors).

Where the master UCITS is an EEA UCITS scheme, the application for
approval must also be accompanied by an attestation by the master
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UCITS’s Home State regulator that the master UCITS:

@ is an EEA UCITS scheme or a sub-fund of it; and

(b) fulfils the conditions set out in article 58(3)(b) and (c) of the
UCITS Directive.

The documents referred to in (1) and (2) must be provided in English.

[Note: article 59(3) of the UCITS Directive]

Co-ordination and information exchange for master and feeder UCITS

Authorised fund manager of a master UCITS: provision of documentation

R The authorised fund manager of a UCITS scheme that is a master UCITS must
provide the management company of its feeder UCITS with all documents and
information necessary for the latter to meet its regulatory obligations under the
UCITS Directive.

[Note: article 60(1) first paragraph first sentence of the UCITS Directive]

Master-feeder agreement and internal conduct of business rules

R (1)

()

(3)

The authorised fund manager of a UCITS scheme that is a feeder UCITS
must enter into a master-feeder agreement which, at a minimum, complies
with COLL 11 Annex 1R.

Where a master UCITS and a feeder UCITS are managed by the same
management company, the master-feeder agreement may be replaced by
internal conduct of business rules which, at a minimum, comply with
COLL 11 Annex 2R.

The authorised fund manager of a feeder UCITS must not invest in units
of the master UCITS in excess of the limit applicable under COLL
5.2.11R(9) (Spread: general) (20%) until the period of 30 calendar days
referred to in COLL 4.8.3R(1) (Information to be provided to unitholders)
has elapsed and the following have become effective:

@ the master-feeder agreement, or, if applicable under (2), the
internal conduct of business rules;

(b) the information-sharing agreement of the depositaries in
accordance with COLL 11.4.1R(2) (Information-sharing
agreement between depositaries); and

(c) the information-sharing agreement of the auditors in accordance
with COLL 11.5.1R (Information-sharing agreement between
auditors).
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(4) Anauthorised fund manager of a feeder UCITS must make a copy of the
master-feeder agreement or, where applicable, the internal conduct of
business rules, available to unitholders free of charge on their request.

[Note: article 60(1) first paragraph last sentence, second and third paragraphs,
article 61(1) second paragraph, article 62(1) second paragraph and article 64
third paragraph of the UCITS Directive]

Where an authorised fund manager of a feeder UCITS enters into a master-
feeder agreement or, if applicable, internal conduct of business rules, with the
management company of an EEA UCITS scheme, references in COLL 11 Annex
1R and COLL 11 Annex 2R to COLL rules implementing provisions in the
UCITS Directive which are the responsibility of the EEA UCITS scheme’s
Home State regulator should be read as referring to the corresponding
provisions in the laws and regulations of that EEA State.

In relation to the requirements in COLL 11 Annex 1(3) and Annex 2(2), where
the dealing arrangements between a master UCITS and a feeder UCITS do not
differ from those applying to all non-feeder UCITS unitholders of the master
UCITS, the master-feeder agreement or the internal conduct of business rules
do not have to replicate those standard dealing arrangements, but may cross-
refer to the relevant parts of the prospectus of the master UCITS.

[Note: recital (8) to the UCITS implementing Directive No 2]

Law applicable to the master-feeder agreement

R

(1) Where the feeder UCITS and the master UCITS are UCITS schemes, the
master-feeder agreement must provide that the law of a specified part of
the United Kingdom applies to the agreement and that both parties agree
to the exclusive jurisdiction of the courts of that part of the United
Kingdom.

(2) Where the feeder UCITS and the master UCITS are established in
different EEA States, the master-feeder agreement must provide that the
applicable law shall be either:

@ the law of the EEA State in which the feeder UCITS is established,;
or

(b) the law of the EEA State in which the master UCITS is
established;

and that both parties agree to the exclusive jurisdiction of the courts of the
EEA State whose law they have stipulated to be applicable to the
agreement.

[Note: article 14 of the UCITS implementing Directive No 2]

Avoidance of opportunities for market timing
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11.3.6 R (1) The authorised fund managers of a master UCITS and its feeder UCITS
must take appropriate measures to co-ordinate the timing of their net asset
value calculation and publication, including the publication of dealing
prices, in order to avoid market timing in their units, preventing arbitrage
opportunities.

(2) Where either the master UCITS or feeder UCITS is an EEA UCITS
scheme managed by an EEA UCITS management company, the authorised
fund manager must co-ordinate with that management company.

[Note: article 60(2) of the UCITS Directive]
Obligations of the feeder UCITS

11.3.7 R (1) Anauthorised fund manager of a feeder UCITS must monitor effectively
the activity of the master UCITS.

(2) In performing this obligation, the authorised fund manager of the feeder
UCITS may rely on information and documents received from the master
UCITS, or where applicable, the master UCITS’ management company,
depositary or auditor, unless there is a reason for doubting their accuracy.

[Note: article 65(1) of the UCITS Directive]
Inducements

11.3.8 R Where, in connection with an investment in the units of the master UCITS, a
distribution fee, commission or other monetary benefit is received by:

(1) a feeder UCITS; or
(2) an authorised fund manager of a feeder UCITS; or
(3) any person acting on behalf of (1) or (2);

that fee, commission or other monetary benefit must be paid into the scheme
property of the feeder UCITS.

[Note: article 65(2) of the UCITS Directive]
Obligations of the master UCITS

11.3.9 R The authorised fund manager of a master UCITS must immediately inform the
FSA of the identity of each feeder UCITS which invests in its units.

[Note: article 66(1) first sentence of the UCITS Directive]

11.3.10 G  Where the FSA is informed in accordance with COLL 11.3.9R that a feeder
UCITS which is an EEA UCITS scheme has invested in units of the master
UCITS, section 261A (Information for home state regulator) of the Act and
regulation 29A (Information for home state regulator) of the OEIC Regulations
require the FSA to inform the Home State regulator of the feeder UCITS
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immediately.
[Note: article 66(1) second sentence of the UCITS Directive]

11311 R (1) An authorised fund manager of a master UCITS must not impose any
preliminary charge or redemption charge on the feeder UCITS for the
issue, sale, redemption or cancellation of units in the master UCITS.

2 Where the authorised fund manager of a master UCITS requires any
addition to or deduction from the consideration paid on the acquisition
or disposal of units by a feeder UCITS which is, or is like, a dilution
levy made in accordance with COLL 6.3.8R (Dilution) or SDRT
provision made in accordance with COLL 6.3.7R (SDRT provision), it
IS to be treated as part of the price of the units and not as part of any
charge.

[Note: article 66(2) of the UCITS Directive]

11.3.12 R  An authorised fund manager of a master UCITS must ensure the timely
availability of all information that is required in accordance with its obligations
under the regulatory system, the general law and the instrument constituting the
scheme, to:

(1)  the feeder UCITS (or where applicable its management company);
(2)  the competent authority of the feeder UCITS;
(3)  the depositary of the feeder UCITS; and
(4)  the auditor of the feeder UCITS.
[Note: article 66(3) of the UCITS Directive]
Obligations to unitholders of a master UCITS

11.3.13 R  The authorised fund manager of a UCITS scheme that operates, or intends to
operate, as a master UCITS must:

(1) not enter into a master-feeder agreement or, where applicable, internal
conduct of business rules in accordance with COLL 11.3.2R(2) unless it
is satisfied on reasonable grounds that the arrangements with the feeder
UCITS will not unfairly prejudice the interests of any other unitholder or
class of unitholders in the master UCITS;

(2)  consider, in relation to:

(@) each item of information it makes available to the feeder UCITS or
its management company; and

(b) each matter notified by the depositary of the master UCITS in
accordance with COLL 11.4.3R (Notification of irregularities);
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whether it would unfairly prejudice the interests of those unitholders in
the master UCITS other than the feeder UCITS by not making that
information available to them, or by not informing them of that matter at
the same time in an appropriate manner; and

in relation to any matter within (2)(b) where it does not notify other
unitholders at the same time:

(@) record the grounds for determining that the interests of those
unitholders are not unfairly prejudiced by its decision; and

(b) inform all unitholders of that matter in an appropriate manner and
timescale.

The appropriate manner and timescale of notification referred to in
COLL 11.3.13R(2) and (3)(b) will depend on the nature and significance
of the matter. Consequently, the authorised fund manager will need to
assess each matter individually.

(2)  Anappropriate manner of notification could include sending an
immediate notification to the unitholders, or arranging for the
information to be published on one or more websites where it is
reasonable likely to be seen by investors.

(3)  Where COLL 11.3.13R(3)(b) applies, it might be appropriate to include
the information in the next long report of the scheme.

114 Depositaries

Information-sharing agreement between depositaries

1141 R ()

(@)

An authorised fund manager of a feeder UCITS is responsible for
communicating to the depositary of the scheme any information about
the master UCITS which is required for the completion of the
depositary’s regulatory obligations.

Where a master UCITS and its feeder UCITS have different depositaries,
the depositaries must enter into an information-sharing agreement in
order to ensure fulfilment of their respective duties.

[Note: article 61(1) first and fourth paragraphs of the UCITS Directive]

Contents of the information-sharing agreement between depositaries

1142 R (1)

The information-sharing agreement referred to in COLL 11.4.1R(2) must
include:
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identification of the documents and categories of information
which are to be routinely shared between both depositaries, and
whether that information or those documents are provided by one
depositary to the other or made available on request;

the manner and timing, including any applicable deadlines, of the
transmission of information by the depositary of the master
UCITS to the depositary of the feeder UCITS;

the co-ordination of the involvement of both depositaries, to the
extent appropriate in view of their respective duties under national
law, in relation to operational matters, including:

(i) the procedure for calculating the net asset value of each
scheme, including any measures appropriate to protect
against the activities of market timing in accordance with
COLL 11.3.6R (Avoidance of opportunities for market
timing);

(if) the processing of instructions by the feeder UCITS to
purchase, subscribe or request the repurchase or redemption
of units in the master UCITS, and the settlement of those
transactions, including any arrangement to transfer assets in
kind,;

the co-ordination of accounting year-end procedures;

what details the depositary of the master UCITS must provide to
the depositary of the feeder UCITS of breaches by the master
UCITS of the law and the instrument constituting the scheme and
how and when those details will be provided;

the procedure for handling ad hoc requests for assistance from one
depositary to the other; and

identification of particular contingent events which ought to be
notified by one depositary to the other on an ad hoc basis, and how
and when this will be done.

Where a master-feeder agreement exists in accordance with COLL
11.3.2R(1) (Master-feeder agreement and internal conduct of business
rules), the information-sharing agreement between the depositaries must
provide that:

(@)

(b)

the law of the EEA State applying to the master-feeder agreement
will also apply to the information-sharing agreement; and

both depositaries agree to the exclusive jurisdiction of the courts
of that EEA State.
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Where the master-feeder agreement has been replaced by internal
conduct of business rules in accordance with COLL 11.3.2R(2) (Master-
feeder agreement and internal conduct of business rules), the
information-sharing agreement between the depositaries must provide
that:

(@ the law applying to the information-sharing agreement shall be
either that of the EEA State in which the feeder UCITS is
established or, where different, that of the EEA State in which the
master UCITS is established; and

(b) both depositaries agree to the exclusive jurisdiction of the courts
of the EEA State whose law is applicable to the information-
sharing agreement.

[Note: articles 24 and 25 of the UCITS implementing Directive No 2]

Notification of irregularities

R

(1)

@)

Where a depositary of a master UCITS detects any irregularities with
regards to the scheme which may have a negative impact on the relevant
feeder UCITS, the depositary must immediately inform:

(@) the FSA;

(b) the feeder UCITS or, where applicable, its management company;
and

(c) the depositary of the feeder UCITS.
The irregularities referred to in (1) include, but are not limited to:

(@) errors in the valuation of the scheme property performed in
accordance with COLL 6.3.3R (Valuation);

(b) errors in transactions for or settlement of the sale, issue,
repurchase or redemption of units in the scheme undertaken by the
feeder UCITS;

(c) errors in the payment or capitalisation of income arising from the
scheme property, or in the calculation of any related withholding
tax;

(d) breaches of the investment objectives, policy or strategy of the
scheme as described in the instrument constituting the scheme, the
prospectus or the key investor information; and

(e) breaches of investment and borrowing limits set out in COLL, the

instrument constituting the scheme, the prospectus or the key
investor information.
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[Note: article 61(2) of the UCITS Directive and article 26 of the UCITS
implementing Directive No 2]

(1)  When notifying the FSA of any irregularities in accordance with COLL
11.4.3R(1), the depositary of the master UCITS should also inform the
depositary of the feeder UCITS how the master UCITS or its authorised
fund manager has resolved or proposes to resolve the irregularity.

(2)  Where the depositary of a UCITS scheme that is a feeder UCITS is
informed by the depositary of a master UCITS of an irregularity and is
not satisfied that the resolution or proposed resolution is in the interests
of the unitholders of the scheme, it should promptly report its view to the
authorised fund manager of the scheme, or in the case of an ICVC, the
directors.

[Note: recital (16) to the UCITS implementing Directive No 2]

Disclosure by a trustee or depositary

G

Section 351A (Disclosure under the UCITS directive) of the Act provides that
where a trustee of an AUT which is a master UCITS or a feeder UCITS, or any
person acting on their behalf, makes a disclosure to comply with rules
implementing Chapter V111 of the UCITS Directive, that disclosure is not to be
taken as a contravention of any duty to which the person making the disclosure
is subject. The OEIC Regulations (see regulation 83A) contain corresponding
provisions for the depositaries of ICVCs that are feeder UCITS and master
UCITS.

Auditors

Information-sharing agreement between auditors

R

Where a master UCITS and a feeder UCITS have different auditors, those
auditors must enter into an information-sharing agreement in order to ensure the
fulfilment of their respective duties, including the arrangements taken to
comply with COLL 11.5.3R and COLL 11.5.4R (Preparation of the audit
report).

[Note: article 62(1) first paragraph of the UCITS Directive]

Contents of the information-sharing agreement between auditors

R

(1) The information-sharing agreement referred to in COLL 11.5.1R must
include:

@ identification of the documents and categories of information
which are to be routinely shared between both auditors;

(b) whether the information or documents referred to in (a) are to be
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provided by one auditor to the other or made available on
request;

(©) the manner and timing, including any applicable deadlines, of
the transmission of information by the auditor of the master
UCITS to the auditor of the feeder UCITS;

(d) the co-ordination of the involvement of each auditor in the
accounting year-end procedures for their respective scheme;

(e) identification of matters that must be treated as irregularities and
disclosed in the audit report for the master UCITS for the
purposes of COLL 11.5.3R(2);

)] the manner and timing for handling ad hoc requests for
assistance from one auditor to the other, including a request for
further information on irregularities disclosed in the audit report
for the master UCITS; and

(9) provisions regarding the preparation of the audit reports referred
to in COLL 11.5.3R and COLL 4.5.12R (Report of the auditor)
and the manner and timing for the provision of the audit report
for the master UCITS (and drafts of it) to the auditor of the
feeder UCITS.

Where the feeder UCITS and the master UCITS have different
accounting year-end dates, the information-sharing agreement must
include the manner and timing by which the auditor of the master
UCITS is to make the ad hoc report as required by COLL 11.5.4R and to
provide it (and drafts of it) to the auditor of the feeder UCITS.

Where a master-feeder agreement exists in accordance with COLL
11.3.2R(1) (Master-feeder agreement and internal conduct of business
rules), the information-sharing agreement between the auditors must
provide that:

@) the law of the EEA State applying to the master-feeder
agreement will also apply to the information-sharing agreement
between auditors; and

(b) both auditors agree to the exclusive jurisdiction of the courts of
that EEA State.

Where the master-feeder agreement has been replaced by internal
conduct of business rules in accordance with COLL 11.3.2R(2) (Master-
feeder agreement and internal conduct of business rules), the
information-sharing agreement between the auditors must provide that:

@ the law applying to the information-sharing agreement shall be
either that of the EEA State in which the feeder UCITS is
established or, where different, that of the EEA State in which
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the master UCITS is established; and

(b) both auditors agree to the exclusive jurisdiction of the courts of
the EEA State whose law is applicable to the information-sharing
agreement.

[Note: articles 27 and 28 of the UCITS implementing Directive No 2]
Preparation of the audit report
R When preparing its audit report, the auditor of a feeder UCITS must:
(1) take into account the audit report of the master UCITS; and

(2) report on any irregularities revealed in the audit report of the master
UCITS and their impact on the feeder UCITS.

[Note: article 62(2) first paragraph first sentence and second paragraph of the
UCITS Directive]

R Where a master UCITS and one or more of its feeder UCITS have different
accounting years, the auditor of the master UCITS must make an ad hoc report
on the closing date of the accounting year of each feeder UCITS.

[Note: article 62(2) first paragraph second sentence of the UCITS Directive]
Disclosure by an auditor

G  Section 351A of the Act provides that where an auditor of an AUT which is a
master UCITS or a feeder UCITS, or any person acting on their behalf, makes a
disclosure to comply with rules implementing Chapter V111 of the UCITS
Directive, that disclosure is not to be taken as a contravention of any duty to
which the person making the disclosure is subject. The OEIC Regulations (see
regulation 83A) contain corresponding provisions for auditors of ICVCs that are
feeder UCITS and master UCITS.

Responsibility of authorised fund managers

R The authorised fund managers of a master UCITS and a feeder UCITS must
ensure that the terms on which auditors of their respective schemes are
appointed require each auditor to comply with the rules in this section.

Winding up, merger and division of master UCITS
Explanation

G (1 Section 258A(1) and (2) (Winding up or merger of master UCITS) of
the Act, in implementation of article 60 of the UCITS Directive,
provides that where a master UCITS is wound up, for whatever reason,
the FSA is to direct the manager and trustee of any AUT which is a
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feeder UCITS of the master UCITS to wind up the scheme, unless one of
the following conditions is satisfied:

@ the FSA approves under section 283A (Master-feeder structures)
of the Act the investment by the feeder UCITS of at least 85% in
value of the scheme property in units of another master UCITS;
or

(b) the FSA approves under section 252A (Proposal to convert to a
non-feeder UCITS) of the Act an amendment of the trust deed of
the feeder UCITS which would enable it to convert into a UCITS
scheme which is not a feeder UCITS.

Section 258A(3) and (4) of the Act further provides that where a master
UCITS merges with another UCITS or is divided into two or more
UCITS, the FSA is to direct the manager and trustee of any AUT which
is a feeder UCITS of the master UCITS to wind up the scheme, unless
one of the following conditions is satisfied:

@) the FSA approves under section 283A of the Act the investment
by the feeder UCITS of at least 85% in value of the scheme
property in units of:

Q) the master UCITS which results from the merger;
(i) one of the UCITS resulting from the division; or
(iti)  another UCITS or master UCITS; or

(b) the FSA approves under section 252A of the Act an amendment
of the trust deed of the feeder UCITS which would enable it to
convert into a UCITS scheme which is not a feeder UCITS.

The OEIC Regulations (see regulations 33A and 33B respectively)
contain corresponding provisions for feeder UCITS which are structured
as ICVCs.

Winding up and liquidation of master UCITS: Time limit within which a master
UCITS is to be wound up pursuant to FSA direction

R

1)

@)

The commencement of winding up of a UCITS scheme that is a master
UCITS must take place no sooner than 3 months after a notification is
made to its unitholders and, where applicable, the competent authorities
of the feeder UCITS Home State, informing them of the binding
decision to wind up the master UCITS.

Paragraph (1) is without prejudice to any provision of the insolvency
legislation in force in the United Kingdom regarding the compulsory
liquidation of AUTs or ICVCs.

[Note: article 60(4) last sentence of the UCITS Directive]
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Application for approval by a feeder UCITS where a master UCITS is wound up

R

Where the authorised fund manager of a UCITS scheme that is a feeder UCITS
is notified that its master UCITS is to be wound up, it must submit to the FSA

the following:

1)

(@)

(3)

where the authorised fund manager of the feeder UCITS intends to
invest at least 85% in value of the scheme property in units of another
master UCITS:

(a)

(b)

(©)

(d)

its application for approval under section 283A of the Act for
that investment;

where applicable, its notice under section 251 (Alteration of
schemes and changes of manager or trustee) of the Act or
regulation 21 (The Authority’s approval for certain changes in
respect of a company) of the OEIC Regulations of any proposed
amendments to its instrument constituting the scheme;

the amendments to its prospectus and its key investor
information in accordance with COLL 4.2.3R(1)(b) (Provision
and filing of the prospectus) and COLL 4.7.7R(1) (Revision and
filing of key investor information); and

the other documents required in accordance with COLL 11.2.2R
(Application for approval of an investment in a master UCITS);

where the authorised fund manager of the feeder UCITS intends to
convert it into a UCITS scheme that is not a feeder UCITS:

(@)

(b)

its application for approval under section 252A of the Act or
regulation 22A of the OEIC Regulations of the proposed
amendments to its instrument constituting the scheme; and

the amendments to its prospectus and its key investor
information in accordance with COLL 4.2.3R(1)(b) and COLL
4.7.7R(1); and

where the authorised fund manager of the feeder UCITS intends to wind
up the scheme, a notice under section 251 of the Act or regulation 21 of
the OEIC Regulations of a proposal to that effect.

[Note: article 20(1) of the UCITS implementing Directive No 2]

Timing of applications for approval: winding up of a master UCITS

R

1)

The information in COLL 11.6.3R must be submitted no later than two
months after the date on which the master UCITS has informed the
authorised fund manager of the feeder UCITS of the binding decision to
be wound up.
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By way of derogation from (1), where the master UCITS has informed
the authorised fund manager of the feeder UCITS of the binding
decision to be wound up more than five months before the date at which
the winding up will start, the authorised fund manager must submit the
information to the FSA at the latest three months before the day the
winding up will start.

[Note: article 20(1) first sentence and article 20(2) of the UCITS implementing
Directive No 2]

Application for approval by a feeder UCITS where a master UCITS merges or
divides

R

Where the authorised fund manager of a UCITS scheme that is a feeder UCITS
is notified that the master UCITS is to merge with another UCITS scheme or
EEA UCITS scheme or divide into two or more such schemes, it must submit to
the FSA the following:

(1)

@)

3)

where the authorised fund manager of the feeder UCITS intends it to
continue to be a feeder UCITS of the same master UCITS:

@) its application under section 283A of the Act, for approval;

(b) where applicable, a notice under section 251 of the Act or
regulation 21 of the OEIC Regulations of any proposed
amendments to the instrument constituting the scheme; and

(© where applicable, the amendments to its prospectus and its key
investor information in accordance with COLL 4.2.3R(1)(b) and
COLL 4.7.7R(1);

where the authorised fund manager of the feeder UCITS intends it to
become a feeder UCITS of another master UCITS resulting from the
proposed merger or division of the master UCITS, or intends the feeder
UCITS to invest at least 85% in value of the scheme property in units of
another master UCITS not resulting from the merger or division:

@) its application under section 283A of the Act for approval of that
investment;

(b) where applicable, a notice under section 251 of the Act or
regulation 21 of the OEIC Regulations of any proposed
amendments to the instrument constituting the scheme;

(© the amendments to its prospectus and its key investor
information in accordance with COLL 4.2.3R(1)(b) and COLL
4.7.7R();

(d) the other documents required in accordance with COLL 11.2.2R;

where the authorised fund manager of the feeder UCITS intends it to
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convert into a UCITS scheme that is not a feeder UCITS:

@ its application for approval under section 252A of the Act or
regulation 22A of the OEIC Regulations of the proposed
amendments to the instrument constituting the scheme; and

(b) the amendments to its prospectus and its key investor
information in accordance with COLL 4.2.3R(1)(b) and COLL
4.7.7R(1); and

where the authorised fund manager of the feeder UCITS intends to wind
up the scheme, a notice under section 251 of the Act or regulation 21 of
the OEIC Regulations of a proposal to that effect.

[Note: article 22(1) of the UCITS implementing Directive No 2]

Interpretation of COLL 11.6.5R

R

(1)

@)

For the purposes of COLL 11.6.5R(1), a feeder UCITS will be
considered as continuing to be a feeder UCITS of the same master
UCITS where:

@) the master UCITS is the receiving UCITS in a proposed UCITS
merger; or

(b) the master UCITS is to continue materially unchanged as one of
the resulting UCITS schemes or EEA UCITS schemes in a
proposed division.

For the purposes of COLL 11.6.5R(2), a feeder UCITS will be
considered as becoming a feeder UCITS of another master UCITS
resulting from the merger or division of the master UCITS where:

@) the master UCITS is the merging UCITS and, as a result of the
UCITS merger, the feeder UCITS becomes a unitholder of the
receiving UCITS; or

(b) the feeder UCITS as a result of the division becomes a
unitholder of a UCITS scheme or EEA UCITS scheme that is
materially different to the master UCITS.

[Note: article 22(2) of the UCITS implementing Directive No 2]

Timing of applications for approval: merger or division of a master UCITS

R

(1)

The information in COLL 11.6.5R must be submitted to the FSA no later
than one month after the date on which the authorised fund manager of
the feeder UCITS has received the information of the planned merger or
division in accordance with regulation 13(6) of the UCITS Regulations
2011.
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By way of derogation from (1), where the master UCITS provides the
information referred to in, or comparable with, COLL 7.7.10R
(Information to be given to unitholders) to the authorised fund manager
of the feeder UCITS more than four months before the proposed
effective date of the merger or division of the master UCITS, the
authorised fund manager must submit the information to the FSA at
least three months before the proposed effective date.

[Note: article 22(1) first sentence and article 22(3) of the UCITS implementing
Directive No 2]

Repurchase or redemption of units in a master UCITS

G

R

Regulation 12(4) (Right of redemption) of the UCITS Regulations 2011
provides that where a master UCITS merges with another scheme, the master
UCITS must enable its feeder UCITS to repurchase or redeem all the units of the
master UCITS in which they have invested before the consequences of the
merger become effective, unless the FSA approves the continued investment by
the feeder UCITS in a master UCITS resulting from the merger.

(1)

(@)

(3)

(4)

Where:

@) the authorised fund manager of a feeder UCITS has submitted
the documents required under COLL 11.6.5R(2) and (3); and

(b) does not receive the necessary approvals from the FSA by the
business day preceding the last day on which the authorised fund
manager of the feeder UCITS can request repurchase or
redemption of its units in the master UCITS;

the authorised fund manager of the feeder UCITS must exercise the
right to repurchase or redeem its units in the master UCITS under
regulation 12(4) of the UCITS Regulations 2011.

The authorised fund manager of the feeder UCITS must also exercise
the right in (1) to ensure that the right of its own unitholders to request
repurchase or redemption in the feeder UCITS in accordance with COLL
4.8.3R(1)(d) (Information to be provided to unitholders) is not affected.

Before exercising the right in (1), the authorised fund manager of the
feeder UCITS must consider any available alternative solutions which
may help to avoid or reduce transaction costs or other negative impacts
for its own unitholders.

Where the authorised fund manager of the feeder UCITS requests
repurchase or redemption in accordance with (1), it must receive one of
the following:

@ the repurchase or redemption proceeds in cash; or

(b) some or all of the repurchase or redemption proceeds as a
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transfer in kind, where the authorised fund manager of the
feeder UCITS so wishes and where its instrument constituting
the scheme and the master-feeder agreement provide for it.

(5) Where (4)(b) applies, the authorised fund manager of the feeder UCITS
may realise any part of the transferred assets for cash at any time.

[Note: articles 23(4) and 23(5) of the UCITS implementing Directive No 2]

Conditions on reinvestment of cash

11.6.10 R

Where:

(1) the FSA approves an application under sections 283A (Master-feeder
structures) or 252A (Proposal to convert to a non-feeder UCITS) of the
Act or regulation 22A of the OEIC Regulations that arises as a result of
the winding-up, merger or division of the master UCITS (other than an
application pursuant to COLL 11.6.5R(1)); and

(2) the authorised fund manager of the feeder UCITS holds or receives cash
in accordance with COLL 11.6.9R(4) or as a result of a winding-up;

the authorised fund manager may not re-invest that cash, except for the purpose
of efficient cash management, before the date on which the feeder UCITS
invests in units of the master UCITS in accordance with COLL 11.3.2R(3)
(Master-feeder agreement and internal conduct of business rules) or in
accordance with its new investment objectives and policy.

[Note: article 23(6) of the UCITS implementing Directive No 2]

11611 G

COLL 11.6.10R gives effect to sections 283A(4) and 252A(8) of the Act and
regulation 22A(4) of the OEIC Regulations which require the FSA to impose
certain conditions when approving the re-investment of cash received from a
master UCITS which has been wound up.

Requirements following approval by the FSA

11.6.12 R

Where the authorised fund manager of a feeder UCITS has submitted the
documents required under COLL 11.6.3R(1), COLL 11.6.3R(2), COLL
11.6.5R(1), COLL 11.6.5R(2) or COLL 11.6.5R(3) and has received written
notice of any required approvals from the FSA, it must:

(1) inform the master UCITS of those approvals; and

2 in the case of the required approvals received in respect of documents
submitted under COLL 11.6.3R(1) and COLL 11.6.5R(2), take the
necessary measures to comply with the requirements of COLL 4.8.3R as
soon as possible.

[Note: articles 21(2), 21(3), 23(2) and 23(3) of the UCITS implementing Directive No

2]
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Notification by feeder UCITS of intention to be wound up

Where the authorised fund manager of a feeder UCITS gives notice to the FSA
under section 251 of the Act or regulation 21 of the OEIC Regulations that it
intends to wind up the scheme, it must inform:

1)
@)

the unitholders of the feeder UCITS; and

where notice is given under COLL 11.6.5R(4) (Application for approval
by a feeder UCITS where a master UCITS merges or divides), the
authorised fund manager of the master UCITS;

of its intention without undue delay.

[Note: articles 20(3) and 22(4) of the UCITS implementing Directive No 2]

Contents of the standard master-feeder agreement

This table belongs to the rule on the conclusion and prescribed content of a
standard master-feeder agreement (COLL 11.3.2R(1)).

116.13 R
11 Annex 1R
(1)

Provisions related to access to information by a master UCITS and a feeder

UCITS:

(@)

how and when the master UCITS provides the feeder UCITS with a
copy of its instrument constituting the scheme, prospectus and key
investor information or any amendment of them;

(b)

how and when the master UCITS informs the feeder UCITS of a
delegation of investment management and risk management functions to
third parties in accordance with COLL 6.6.15AR;

(©)

where applicable, how and when the master UCITS provides the feeder
UCITS with internal operational documents, such as its risk
management process and its compliance reports;

(d)

what details of breaches by the master UCITS of;

(1) the law;

(i) the instrument constituting the scheme; and

(iii) | the master-feeder agreement;

must be notified to the feeder UCITS and the manner and timing thereof;

(€)

where a feeder UCITS uses derivatives for hedging purposes, how and
when the master UCITS will provide the feeder UCITS with information
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about its actual exposure to derivatives to enable the feeder UCITS to
calculate its own global exposure as envisaged by COLL 5.8.4R
(Exposure to derivatives); and

(f)

a statement that the master UCITS must inform the feeder UCITS of any
other information-sharing arrangements entered into with third parties
and, where applicable, how and when the master UCITS makes those
other information-sharing arrangements available to the feeder UCITS.

[Note: article 8 of the UCITS implementing Directive No 2]

()

Provisions related to the basis of investment and divestment by the feeder

UCITS:

(a)

a statement of which classes of units of the master UCITS are available
for investment by the feeder UCITS;

(b) the charges and expenses to be borne by the feeder UCITS and details of
any rebate or retrocession of charges or expenses by the master UCITS;
and

(©) where applicable, the terms on which any initial or subsequent transfer

of assets in kind may be made from the feeder UCITS to the master
UCITS.

[Note: article 9 of the UCITS implementing Directive No 2]

(3)

Provisions related to standard dealing arrangements:

(@)

co-ordination of the frequency and timing of the net asset value
calculation process and the publication of prices of units;

(b)

co-ordination of transmission of dealing orders by the feeder UCITS,
including, where applicable, the role of transfer agents or any other third

party;

(©)

where applicable, any arrangements necessary to take account of the
fact that the units of the master UCITS or the feeder UCITS are listed or
traded on a secondary market;

(d)

where necessary, appropriate measures to ensure compliance with the
requirements in COLL 11.3.6R (Avoidance of opportunities for market
timing);

(€)

where the units of the feeder UCITS and the master UCITS are
denominated in different currencies, the basis for conversion of dealing
orders;

(f)

settlement cycles and payment details for purchases or subscriptions and
repurchases or redemptions of units of the master UCITS including,
where agreed between the parties, the terms on which the master UCITS
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may settle redemption requests by a transfer of assets in kind to the
feeder UCITS, notably where a master UCITS is wound up, merges with
another UCITS scheme or EEA UCITS scheme or divides into two or
more such schemes;

(9)

procedures to ensure enquiries and complaints from unitholders are
handled appropriately; and

(h)

where the instrument constituting the scheme and prospectus of the
master UCITS give it certain rights or powers in relation to unitholders,
and the master UCITS chooses to limit or forego the exercise of all or
any such rights and powers in relation to the feeder UCITS, a statement
of the terms on which it does so.

[Note: article 10 of the UCITS implementing Directive No 2]

(4) | Provisions related to events affecting dealing arrangements:

(@)

the manner and timing of a notification by either the master UCITS or
the feeder UCITS of the temporary suspension and resumption of
repurchase, redemption, purchase or subscription of its units; and

(b)

the arrangements for notifying and resolving pricing errors in the master
UCITS.

[Note: article 11 of the UCITS implementing Directive No 2]

(5) | Provisions related to the standard arrangements for the audit report:

(@)

where the feeder UCITS and the master UCITS have the same
accounting years, the co-ordination of the production of their periodic
reports; and

(b)

where the feeder UCITS and the master UCITS have different
accounting years, arrangements for the feeder UCITS to obtain any
necessary information from the master UCITS to enable it to produce its
periodic reports on time and which ensure that the auditor of the master
UCITS is in a position to produce an ad hoc report on the closing date of
the accounting year of the feeder UCITS in accordance with COLL
11.5.4R (Preparation of the audit report).

[Note: article 12 of the UCITS implementing Directive No 2]

(6) | Provisions related to changes to the standing arrangements:

How and when notice is to be given:

@ by the master UCITS of proposed and effective amendments to
its instrument constituting the scheme, prospectus and key
investor information, if these details differ from the standard
arrangements for notification of unitholders laid down in the
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instrument constituting the scheme or prospectus of the master
UCITS;

(b)

by the master UCITS of a planned or proposed winding up,
merger or division;

(©)

by either the feeder UCITS or the master UCITS that it has
ceased or will cease to meet the qualifying conditions to be a
feeder UCITS or a master UCITS respectively;

(d)

by either the feeder UCITS or the master UCITS that it intends to
replace its management company, its depositary, its auditor or
any third party which is mandated to carry out investment
management or risk management functions; and

(€)

by the master UCITS of other changes to standing arrangements
that it undertakes to provide.

[Note: article 13 of the UCITS implementing Directive No 2]

11 Annex 2R

Contents of the internal conduct of business rules

This table belongs to the rule on the conclusion and prescribed content of the
internal conduct of business rules (COLL 11.3.2R(2)).

(1) | Provisions related to conflicts of interest

@ The internal conduct of business rules referred to in COLL 11.3.2R(2)
must include appropriate measures to mitigate conflicts of interest that
may arise between:
(1) the feeder UCITS and the master UCITS; or
(it) | the feeder UCITS and other unitholders of the master UCITS;
to the extent that these are not sufficiently addressed by the measures
applied by the management company in order to meet the requirements
of the provisions listed in (b).

(b) The provisions referred to in (a) are:
M SYSC 10.1.4R (Types of conflicts);
(i) | SYSC 10.1.6R (Record of conflicts);
(iti) | SYSC 10.1.10R (Conflicts policy);
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(iv) | SYSC 10.1.11R (Contents of policy);

(v) SYSC 10.1.17R (Additional requirements for a management
company);

(vi) | SYSC 10.1.19R (Structure and organisation of a management
company);

(vii) | SYSC 10.1.20R (Avoidance of conflicts of interest for a
management company);

(viii) | SYSC 10.1.21R (Disclosure of conflicts for a management
company); and

(ix) | COLL 6.6A.6R (Strategies for the exercise of voting rights);

or the equivalent provisions implementing articles 12(1)(b) and 14(1)(d)
of the UCITS Directive and Chapter 111 of the UCITS implementing
Directive.

[Note: article 15 of the UCITS implementing Directive No 2]

)

Provisions related to the basis of investment and divestment by the feeder

UCITS:

(@)

a statement of which classes of units of the master UCITS are available
for investment by the feeder UCITS;

(b) the charges and expenses to be borne by the feeder UCITS and details of
any rebate or retrocession of charges or expenses by the master UCITS;
and

(©) where applicable, the terms on which any initial or subsequent transfer

of assets in kind may be made from the feeder UCITS to the master
UCITS.

[Note: article 16 of the UCITS implementing Directive No 2]

3)

Provisions related to standard dealing arrangements:

(@ co-ordination of the frequency and timing of the net asset value
calculation process and the publication of prices of units;

(b) co-ordination of transmission of dealing orders by the feeder UCITS,
including, where applicable, the role of transfer agents or any other third
party;

(©) where applicable, any arrangements necessary to take account of the

fact that units of the master UCITS or the feeder UCITS are listed or
traded on a secondary market;
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(d)

where necessary, appropriate measures to ensure compliance with the
requirements in COLL 11.3.6R (Avoidance of opportunities for market
timing);

(€)

where the units of the feeder UCITS and the master UCITS are
denominated in different currencies, the basis for conversion of dealing
orders;

(f)

settlement cycles and payment details for purchases or subscriptions and
repurchases or redemptions of units of the master UCITS including,
where agreed between the parties, the terms on which the master UCITS
may settle redemption requests by a transfer of assets in kind to the
feeder UCITS, notably where a master UCITS is wound up, merges with
another UCITS scheme or EEA UCITS scheme or divides into two or
more such schemes; and

@)

where the instrument constituting the scheme and prospectus of the
master UCITS give it certain rights or powers in relation to unitholders,
and the master UCITS chooses to limit or forego the exercise of all or
any such rights and powers in relation to the feeder UCITS, a statement
of the terms on which it does so.

[Note: article 17 of the UCITS implementing Directive No 2]

(4) | Provisions related to events affecting dealing arrangements:

(@)

the manner and timing of notification by either the master UCITS or the
feeder UCITS of the temporary suspension and resumption of
repurchase, redemption, purchase or subscription of its units; and

(b)

the arrangements for notifying and resolving pricing errors in the master
UCITS.

[Note: article 18 of the UCITS implementing Directive No 2]

(5) | Provisions related to the standard arrangements for the audit report:

(a)

where the feeder UCITS and the master UCITS have the same
accounting years, the co-ordination of the production of their periodic
reports; and

(b)

where the feeder UCITS and the master UCITS have different
accounting years, arrangements for the feeder UCITS to obtain any
necessary information from the master UCITS to enable it to produce its
periodic reports on time and which ensure that the auditor of the master
UCITS is in a position to produce an ad hoc report on the closing date of
the accounting year of the feeder UCITS in accordance with COLL
11.5.4R (Preparation of the audit report).

[Note: article 19 of the UCITS implementing Directive No 2]
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12 Management company and product passports under the UCITS Directive
12.1 Introduction
Application

1211 R (1)

(@)

Purpose

1212 G (1)

@)

COLL 12.1 (Introduction) — COLL 12.3 (EEA UCITS management
companies) apply to:

@ a UK UCITS management company that operates an EEA UCITS
scheme; and

(b) M an EEA UCITS management company that acts as:
(A)  the manager of an AUT; or
(B) the ACD of an ICVC;
(i) any other director of an ICVC; and
(i)  anICVC;
that is a UCITS scheme.

COLL 12.4 (UCITS product passport) applies in accordance with COLL
12.4.1R (Application).

This chapter contains rules and guidance relating to the operation of the
management company passport under the UCITS Directive and explains
how the passporting regime applies to:

@) a UK UCITS management company that operates an EEA UCITS
scheme; and

(b) an EEA UCITS management company that acts as the manager
of an AUT or the ACD of an ICVC that is a UCITS scheme;

whether from a branch it establishes in an EEA State other than its
Home State or under the freedom to provide cross border services.

COLL 12.4 (UCITS product passport) contains rules and guidance
relating to the operation of the product passport under the UCITS
Directive under which a UCITS scheme established in the United
Kingdom may passport into and be marketed in another EEA State (the
Host State).

12.1.3 G Where an authorised fund manager wishes to market the units of a UCITS
scheme it operates in a Host State, without establishing a branch or pursuing
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any other activities in that State, a management company passport is not
required for those marketing activities. A UCITS marketing notification should
be made for the relevant UCITS scheme (see COLL 12.4 (UCITS product
passport) in order to access the market of the Host State. The marketing must
be carried on in conformity with the laws and regulations of that Host State
implementing Chapter XI of the UCITS Directive.

[Note: article 16(1) second paragraph of the UCITS Directive]

12.2 UK UCITS management companies
Application

1221 R  This section applies to a UK UCITS management company that operates an EEA
UCITS scheme by establishing a branch in another EEA State or under the
freedom to provide cross-border services.

References in COLL to authorised fund manager

12.22 R Where this section refers to rules in any other part of this sourcebook,
references in those rules and any relevant guidance to an authorised fund
manager, AFM or operator of a UCITS scheme are to be interpreted as if they
are referring to a UK UCITS management company of the EEA UCITS scheme.

Home State/Host State split of regulatory and supervisory responsibilities for UK
UCITS management companies operating under a passport

1223 R A UK UCITS management company that operates an EEA UCITS scheme must
in relation to that activity comply with the rules which relate to:

(1) the organisation of the management company, including delegation
arrangements;

(2) risk-management procedures;

(3) prudential rules and supervision;

4) operating conditions; and

(5) reporting requirements.

[Note: article 19(1) of the UCITS Directive]
Arrangements and organisational decisions

1224 R A UKUCITS management company that operates an EEA UCITS scheme must
decide and be responsible for adopting and implementing all the arrangements
and organisational decisions that are necessary to ensure compliance with rules
drawn up by the EEA State in which that scheme is established, in
implementation of its obligations under articles 19(3) and 19(4) of the UCITS
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Directive.

[Note: article 19(6) of the UCITS Directive]

1225 G  The FS4’s equivalent rules under articles 19(3) and 19(4) of the Directive are
set out in COLL 12.3.5R (COLL fund rules under the management company
passport: the fund application rules) and COLL 6.6.3R (Functions of the
authorised fund manager).

Rules of conduct: UK UCITS management companies operating in another Member
State

1226 G (1) Each EEA State, including the United Kingdom, is required to
implement article 14 of the UCITS Directive by drawing up rules of
conduct which management companies authorised in that State must
observe at all times, except as explained in (3).

(2) UK UCITS management companies operating an EEA UCITS scheme
under the freedom to provide cross border services (otherwise than by
establishing a branch in that State) are advised that, as provided for
elsewhere in the Handbook, they are required to comply with the
following rules and guidance in relation to such business, as follows:

@) COLL 6.6A.2R (Duties of AFMs of UCITS schemes and EEA
UCITS schemes to act in the best interests of the scheme and its
unitholders);

(b) COLL 6.6A.4R (Due diligence requirements of AFMs of UCITS
schemes and EEA UCITS schemes);

(©) COLL 6.6A.5R (Compliance with the regulatory requirements
applicable to the conduct of business activities of a UCITS
management company);

(d) SYSC, to the extent indicated in column A+ (Application to a
management company) of Part 3 of SYSC 1 Annex 1 (Detailed
application of SYSC); and

(e) COBS, to the extent indicated at paragraph 9.1 of Part 3 of COBS
1 Annex 1 (Application).

(3) Rules of conduct drawn up by a Host State under article 14 of the
UCITS Directive are for branch operations reserved to that State under
article 17(4) of that Directive. A UK UCITS management company
operating an EEA UCITS scheme from a branch in an EEA State other
than the United Kingdom, should be aware that it will be expected to
comply with the relevant requirements of its Host State regulator that
correspond to the rules referred to at (2)(a) to (c) and (e). Further
guidance on the COBS position may be found at paragraph 9 of Part 3 of
COBS 1 Annex 1 (Application). As explained at paragraph 2.16AR of
Part 2 of SYSC 1 Annex 1 (Detailed application of SYSC), SYSC, to the
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extent indicated in column A+ (Application to a management company)
of Part 3 of SYSC 1 Annex 1, applies to a UK UCITS management
company in relation to passported activities carried on by it from a
branch in another EEA State, reflecting that responsibility for such
matters is shared between the management company s Home and Host
State regulators.

[Note: articles 14, 17(4) and 18(3) of the UCITS Directive]

Notification to the UCITS Home State regulator

G

1)

(@)

3)

A UK UCITS management company which applies to operate an EEA
UCITS scheme in another EEA State is advised that it must comply with
the requirements of the Host State regulator regarding provision to them
of the following documents:

(@) the written agreement it has entered into with the depositary of
the EEA UCITS scheme, as referred to in articles 23 and 33 of the
UCITS Directive; and

(b) information on delegation arrangements (if any), regarding
functions of investment management and administration which
are to be delegated to a third party.

If the UCITS management company already manages other UCITS of
the same type in the EEA State referred to in (1), reference to the
documents already provided should be sufficient.

Any subsequent material modifications of the documents referred to in
(1) must be notified by the UK UCITS management company to the
Host State regulator.

[Note: article 20(1) and 20(4) of the UCITS Directive]

Requirement to make information available to the public or the competent authority
of the scheme’s Home Member State

G

A UK UCITS management company that operates an EEA UCITS scheme is
advised that in accordance with the requirements of the Host State regulator it
must establish appropriate procedures and arrangements to make information
available at the request of the public or that regulator.

EEA UCITS management companies

Application

R

This section applies to an EEA UCITS management company that provides
collective portfolio management services in the United Kingdom by acting as
the manager of an AUT or the ACD of an ICVC which is a UCITS scheme,
either by establishing a branch or under the freedom to provide cross border
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services.
Purpose
G @@ An EEA UCITS management company may be the manager of an AUT,
or the ACD of an ICVC, that is a UCITS scheme (see SUP 13A
(Qualifying for authorisation under the Act)).

(2) An EEA UCITS management company that acts as the manager of an
AUT, or the ACD of an ICVC, that is a UCITS scheme may conduct its
business from a branch in the United Kingdom or under the freedom to
provide cross border services (without establishing a branch in the
United Kingdom).

3) The Glossary definition of an “authorised fund manager” includes an
EEA UCITS management company.

4) This section provides for the application of the FSA Handbook to such a

firm.

[Note: article 16(1) of the UCITS Directive]

Further reading on the UCITS management company passport regime

G

A summary of how the passport for UCITS management companies established
by the UCITS Directive is intended to operate, including the processes for
applying for the necessary approvals and describing the regulatory split of
responsibilities between the competent authorities of the relevant Home State
and Host State, is to be found in COLLG.

Provision of documentation to the FSA: EEA UCITS management companies

R

1)

(2)

An EEA UCITS management company which applies to manage a
UCITS scheme under paragraph 15A(1) of Schedule 3 to the Act must
provide the FSA with the following documents:

(@) the written agreement that has been entered into with the
depositary of the scheme, as referred to in COLL 6.6.4R(6)
(General duties of the depositary);

(b) information on any delegation arrangements it has made regarding
the functions of investment management and administration, as
referred to in Annex Il of the UCITS Directive; and

(c) the form required under SUP 13A Annex 3R (EEA UCITS
management companies: application for approval to manage a
UCITS established in the United Kingdom).

If the EEA UCITS management company already manages other UCITS

schemes of the same type in the United Kingdom and under the same
arrangements, reference to the documents already provided to the FSA is
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sufficient compliance with (1)(a) and (b).

(3) If any subsequent material modification is made to any of the documents
referred to in (1)(a) and (b), the EEA UCITS management company must
promptly notify the FSA of those changes.

[Note: article 20(1) first and second paragraphs and article 20(4) of the UCITS
Directive]

COLL fund rules under the management company passport: the fund application rules

R

An EEA UCITS management company that manages a UCITS scheme must
comply with the rules of the Handbook which relate to the constitution and
functioning of the UCITS scheme (the fund application rules), as follows:

(1) the setting up and authorisation of the UCITS scheme (COLL 1
(Introduction), COLL 2 (Authorised fund applications), COLL 3
(Constitution), COLL 6.5 (Appointment and replacement of the
authorised fund manager and the depositary), COLL 6.6 (Powers and
duties of the scheme, the authorised fund manager and the depositary)
(unless disapplied), COLL 6.7 (Payments), COLL 6.9.1R (Application)
to COLL 6.9.8G (Undesirable or misleading names: umbrellas —
guidance) and COLL 6.9.11R (Notification to the FSA in its role as
registrar of ICVCs));

(2) the issue and redemption of units (COLL 6.1 (Introduction and
application), COLL 6.2 (Dealing) (with the exception of COLL 6.2.19R
(Limited redemption) and COLL 6.2.20G (Limited redemption:
guidance)) and COLL 7.2 (Suspension and restart of dealings));

(3) investment policies and limits, including the calculation of total
exposure and leverage, and restrictions on borrowing, lending and
uncovered sales (COLL 5.1 (Introduction) to COLL 5.5 (Cash,
borrowing, lending and other provisions), COLL 5.8 (Investment powers
and borrowing limits for feeder UCITS), COLL 6.12 (Risk management
policy and risk measurement) and COLL 11 (Master-feeder
arrangements under the UCITS Directive));

4) the value of the scheme property and the accounting of the UCITS
scheme (COLL 6.1 (Introduction and application) and COLL 6.3
(\Valuation and pricing) (unless disapplied));

(5) the calculation of the issue or redemption price, and errors in the net
asset value and related investor compensation (COLL 6.1 (Introduction
and application) and COLL 6.3 (Valuation and pricing));

(6) the distribution or reinvestment of the income property (COLL 6.8
(Income: accounting, allocation and distribution));

@) the disclosure and reporting requirements of the UCITS scheme,
including the prospectus, key investor information document and
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periodic reports (COLL 4.1 (Introduction), COLL 4.2 (Pre-sale
notifications), COLL 4.5 (Reports and accounts) and COLL 4.7 (Key
investor information and marketing communications));

the arrangements made for marketing (COBS 4 (Communicating with
clients, including financial promotions), COBS 14 (Providing product
information to clients) and COLL 4.7 (Key investor information and
marketing communications));

the relationship with unitholders (COLL 4.1 (Introduction), COLL 4.3
(Approvals and notifications) and COLL 4.4 (Meetings of unitholders
and service of notices));

the merging, restructuring, winding up and liquidation of the UCITS
scheme (COLL 7.1 (Introduction) and COLL 7.3 (Winding up a solvent
ICVC and terminating a sub-fund of an ICVC) to COLL 7.7 (UCITS
mergers) (including COLL 7.6.2R(3) to (6)));

where applicable, the content of the register (COLL 6.4 (Title and
registers));

the exercise of unitholders’ voting rights and other unitholders’ rights in
relation to (1) to (11) (including COLL 4.1 (Introduction), COLL 4.3
(Approvals and notifications), COLL 4.4 (Meetings of unitholders),
Dispute resolution: Complaints sourcebook) (DISP - see DISP 1 Annex
2G for a summary of the relevant requirements that apply) and the
Compensation sourcebook (COMP)); and

the application and periodic fees of the UCITS scheme (FEES)).

[Note: articles 16(3) and 19(3) of the UCITS Directive]

Requirement to make information available to the public or the FSA

R

1)

(@)

An EEA UCITS management company that manages a UCITS scheme
must establish appropriate procedures and arrangements to make
information available at the request of the public or the FSA.

The EEA UCITS management company must ensure that the procedures
and arrangements it establishes in accordance with (1), enable the FSA
to obtain any information it requests directly from the management
company.

[Note: article 15 second paragraph and article 21(2) third paragraph, of the
UCITS Directive]

EEA UCITS management companies: compliance with FSA rules

G  An EEA UCITS management company that operates a UCITS scheme is advised
that in particular it needs to comply with:
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COLL 6.6.3R (Functions of the authorised fund manager) requiring it to
fulfil the obligations placed on it by the instrument constituting the
scheme and the prospectus of that scheme;

Dispute resolution: Complaints sourcebook (DISP - see DISP 1 Annex
2G for a summary of the relevant requirements that apply, which
include the complaints handling rules (under which the management
company is required to be subject to the Compulsory Jurisdiction of the
UK ’s Financial Ombudsman Service), as set out in DISP 2 and 3, but
note that the application of many of the requirements in DISP differs
depending on whether the collective portfolio management services are
being provided from a branch in the UK or under the freedom to
provide cross border services);

and to the extent applicable, the Compensation sourcebook (COMP)
requiring it to participate in the UK ’s Financial Services Compensation
Scheme which provides compensation cover where valid claims relating
to a UCITS scheme arise from the default of a management company.

[Note: article 16(3), 19(4) and 19(6) of the UCITS Directive]

EEA UCITS management companies: conduct of business rules

G

(1)

@)

In addition to the requirements of this section, an EEA UCITS
management company that provides collective portfolio management
services from a branch in the United Kingdom must comply with the
following rules that implement the requirements of article 14(1) of the
UCITS Directive:

@) COLL 6.6A.2R (Duties of AFMs of UCITS schemes and EEA
UCITS schemes to act in the best interests of the scheme and its
unitholders);

(b) COLL 6.6A.4R (Due diligence requirements of AFMs of UCITS
schemes and EEA UCITS schemes);

(© COLL 6.6A.5R (Compliance with the regulatory requirements
applicable to the conduct of business activities of a UCITS
management company);

(d) SYSC, to the extent indicated in column A+ (Application to a
management company) of Part 3 of SYSC 1 Annex 1 (Detailed
application of SYSC); and

(e COBS, to the extent indicated at paragraph 9.1 of Part 3 of COBS
1 Annex 1 (Application).

The effect of article 18(3) of the UCITS Directive is that an EEA UCITS
management company managing a UCITS scheme under the freedom to
provide cross border services without establishing a branch in the
United Kingdom, has to comply with the relevant conduct of business
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rules drawn up by its Home State regulator that implement the
requirements of article 14(1) of the Directive. So the rules set out at (1)
do not apply to such a management company. However, such
management companies must comply in all respects with the fund
application rules referred to in COLL 12.3.5R.

[Note: articles 14, 16(3), 17(4), 18(3) and article 19(3) of the UCITS
Directive]

UCITS product passport

Application

R

G

1) This section applies to:
@) an authorised fund manager of an AUT or ICVC;
(b) any other director of an ICVC; and
(©) an ICVC,;

which is a UCITS scheme whose units may be marketed in another EEA
State (the Host State).

(2) The marketing of units of a UCITS scheme in the Host State may not
commence until the FSA has, in accordance with paragraph 20B(5)
(Notice of intention to market) of Schedule 3 to the Act, notified the
authorised fund manager, in response to the application of that firm, that
it has transmitted a UCITS marketing notification to the appropriate
Host State regulator.

The effect of article 58(4) (b) of the UCITS Directive is that a UCITS scheme
that is a master UCITS which only has one or more feeder UCITS in another
EEA State and therefore does not raise capital directly from the public in that
EEA State will not thereby be exercising its right to market its units in that Host
State in accordance with Chapter XI of the UCITS Directive.

[Note: article 58(4)(b) of the UCITS Directive]

Availability of facilities

G

The authorised fund manager of a UCITS scheme whose units are being
marketed in a Host State should be aware that it may be required by the laws,
regulations and administrative provisions of the Host State regulator to
maintain facilities in that State, including for making payments to unitholders,
repurchasing or redeeming units and making available the information which is
required to be provided in relation to the scheme.

[Note: article 92 of the UCITS Directive]
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Keeping fund documentation up to date and notification of changes

R

1)

(2)

(3)

(4)

()

The authorised fund manager of a UCITS scheme whose units are being
marketed in the Host State must ensure that:

(@) its instrument constituting the scheme, its prospectus and, where
appropriate, its latest annual report and any subsequent half-
yearly report; and

(b) its key investor information document;
together with their translations (wherever necessary), are kept up to date.

The authorised fund manager must notify any amendments to the
documents referred to in (1) to each relevant Host State regulator and
must indicate to them where those documents can be obtained
electronically.

In the event of a change in the information regarding the arrangements
made for marketing, communicated in the notification letter submitted to
the FSA under paragraph 20B of Schedule 3 to the Act, or a change
regarding the classes of units to be marketed, the authorised fund
manager must give written notice of the change to each relevant Host
State regulator before implementing the change.

For the purposes of (2) and (3), the authorised fund manager may give
written notice of the change by sending an e-mail to the e-mail address
maintained by each relevant Host State regulator.

The e-mail referred to in (4) notifying the update or amendment may:
@) describe the update or the amendment that has been made; or

(b) provide the new version of the document as an attachment, in
which case it must be provided in a commonly used electronic
format.

[Note: articles 93(2), 93(7) second and third sentences and 93(8) of the UCITS
Directive and article 32(2) and article 32(3) of the UCITS implementing
Directive No 2]

Provision of information and documents

R

(1)

(2)

The authorised fund manager of a UCITS scheme whose units are being
marketed in a Host State must ensure that investors within the territory
of that Host State are provided with all the information and documents
which it is required by the Handbook to provide to investors in the
United Kingdom.

The information and documents referred to in (1) must be provided to
investors in the way prescribed by the laws, regulations or
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administrative provisions of the Host State and in compliance with the
following provisions:

(@) the key investor information document must be translated into the
official language or one of the official languages of the Host State
or into a language approved by its Host State regulator;

(b) information or documents other than the key investor information
document (including the prospectus, the instrument constituting
the scheme and the latest annual and half-yearly long reports of
the scheme) must be translated, at the choice of the authorised
fund manager, into the official language, or one of the official
languages, of the Host State, or into a language approved by its
Host State regulator, or provided in a language customary in the
sphere of international finance; and

(c) accurate translations of information or documents under (a) or (b)
must be produced under the responsibility of the authorised fund
manager.

(3) The requirements in this rule also apply to any changes to the
information or documents referred to in (1) and (2).

[Note: articles 94(1) and 94(2) of the UCITS Directive]

The frequency of the publication of the issue, sale, cancellation, repurchase or
redemption prices of units of the UCITS scheme when they are marketed in
another EEA State is governed by COLL 6.3.11R (Publication of prices).

[Note: article 94(3) of the UCITS Directive]

Reference to the scheme’s legal form

R

For the purpose of pursuing its marketing activities in another Host State, an
authorised fund manager of a UCITS scheme may use the same reference to the
scheme’s legal form (such as open-ended investment company or investment
company with variable capital or authorised unit trust) in its designation in the
Host State as is used in the United Kingdom.

[Note: article 96 of the UCITS Directive]

UCITS Host State’s access to documents and updates of documents

R

(1) The authorised fund manager of a UCITS scheme whose units are being
marketed in a Host State must ensure that an electronic copy of each
document referred to in COLL 12.4.4R(1) is made available on:

(@) the website of the UCITS scheme or the authorised fund manager;
or

(b) another website designated by the authorised fund manager in the
notification letter submitted to the FSA under paragraph 20B of
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Schedule 3 to the Act or any updates to it.

(2)  Any document that is made available on a website referred to in (1) must
be provided in an electronic format in common use.

(3) The authorised fund manager of the UCITS scheme must ensure that each
relevant Host State regulator has access to the website referred to in (1).

[Note: article 31 of the UCITS implementing Directive No 2]
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Insert the following new Appendix to COLL. The text is not underlined.

Appendix 1EU: KII Regulation

COMMISSION REGULATION (EU) No 583/2010 of 1 July 2010 implementing
Directive 2009/65/EC of the European Parliament and of the Council as regards key
investor information and conditions to be met when providing key investor information
or the prospectus in a durable medium other than paper or by means of a website
(Text with EEA relevance)

THE EUROPEAN COMMISSION,
Having regard to the Treaty on the Functioning of the European Union,

Having regard to Directive 2009/65/EC of the European Parliament and of the Council of 13
July 2009 on the coordination of laws, regulations and administrative provisions relating to
undertakings for collective investment in transferable securities (UCITS) (OJ L 302,
17.11.2009, p. 32), and in particular Article 75(4), Article 78(7), and Article 81(2) thereof,

Whereas:

1) Directive 2009/65/EC specifies the main principles that should be followed in
preparing and providing key investor information, including requirements concerning
its format and presentation, its objectives, the main elements of the information that is
to be disclosed, who should deliver the information to whom, and the methods that
should be used for such delivery. Details on the content and format have been left to
be developed further by means of implementing measures, which should be specific
enough to ensure that investors receive the information they need in respect to
particular fund structures.

2 The form of a Regulation is justified as this form alone can ensure that the exhaustive
content of key investor information is harmonised. Furthermore, a key investor
information document will be more efficient where requirements applicable to it are
identical in all Member States. All stakeholders should benefit from a harmonised
regime on the form and content of the disclosure, which will ensure that information
about investment opportunities in the UCITS’ market is consistent and comparable.

3) In some cases, key investor information can be delivered more effectively when the
key investor information document is provided to investors through a website, or
where the key investor information document is attached to another document when it
is given to the potential investor. In these cases, however, the context in which the key
investor information document appears should not undermine the key investor
information document, or imply that it is an item of promotional literature or that
accompanying items of promotional literature are of equal or greater relevance to the
retail investor.

4 It is necessary to ensure that the content of the information is relevant, the

organisation of the information is logical and the language appropriate for retail
investors. To address these concerns, this Regulation should ensure that the key
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investor information document is able to engage investors and aid comparisons
through its format, presentation and the quality and nature of the language used. This
Regulation aims to ensure consistency in the format of the document, including a
common running order with identical headings.

This Regulation specifies the content of the information on investment objectives and
the investment policy of UCITS so that investors can easily see whether or not a fund
is likely to be suitable for their needs. For this reason, the information should indicate
whether returns can be expected in the form of capital growth, payment of income, or
a combination of both. The description of the investment policy should indicate to the
investor what the overall aims of the UCITS are and how these objectives are to be
achieved. With regard to the financial instruments in which investments are to be
made, only those which may have a material impact on UCITS’ performance need to
be mentioned, rather than all possible eligible instruments.

This Regulation lays down detailed rules on the presentation of the risk and reward
profile of the investment, by requiring use of a synthetic indicator and specifying the
content of narrative explanations of the indicator itself and risks which are not
captured by the indicator, but which may have a material impact on the risk and
reward profile of the UCITS. In applying the rules on the synthetic indicator account
should be taken of the methodology for the calculation of the synthetic indicator as
developed by competent authorities working within the Committee of European
Securities Regulators. The management company should decide on a case-by-case
basis which specific risks should be disclosed by analysing the particular
characteristics of each fund, bearing in mind the need to avoid over-burdening the
document with information that retail investors will find difficult to understand. In
addition the narrative explanation of the risk and reward profile should be limited in
size in terms of the amount of space it occupies within the key investor information
document. It should be possible to have cross-references to the prospectus of the
UCITS where full details of its risks are disclosed.

Consistency should be ensured between the explanation of risks in the key investor
information document and the management company’s internal processes related to
risk management, established in accordance with Commission Directive 2010/43/EU
of 1 July 2010 implementing Directive 2009/65/EC of the European Parliament and
the Council as regards organisational requirements, conflicts of interests, conduct of
business, risk management and content of the agreement between a depositary and a
management company (see page 42 of this Official Journal). For instance, so as to
ensure consistency, the permanent risk management function should where
appropriate be given the opportunity to review and comment on the risk and reward
profile section of the key investor information document.

This Regulation specifies the common format for the presentation and explanation of
charges, including relevant warnings, so that investors are appropriately informed
about the charges they will have to incur and their proportion to the amount of capital
actually invested into the fund. In applying these rules, account should be taken of the
work on the methodology for the calculation of charges figures as developed by
competent authorities working within the Committee of European Securities
Regulators.
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The detailed rules on the presentation of information about past performance are
based on the requirements for such information in the Directive 2004/39/EC of the
European Parliament and of the Council of 21 April 2004 on markets in financial
instruments amending Council Directives 85/611/EEC and 93/6/EEC and Directive
2000/12/EC of the European Parliament and of the Council and repealing Council
Directive 93/22/EEC (OJ L 145, 30.4.2004, p. 1). This Regulation supplements the
rules of Directive 2004/39/EC by including specific requirements necessary for
harmonising the information for the purpose of facilitating comparisons between
different key investor information documents. In particular, this Regulation prescribes
that only net annual returns shall be shown, through a bar chart format. Certain
aspects of the presentation of the bar chart should be regulated, including the limited
circumstances in which simulated data might be used.

It should be recognised that cross-referring to information might be useful to the
investor but it is essential that the key investor information document should contain
all information necessary for the investor to understand the essential elements of the
UCITS. If cross-references to sources of information other than the prospectus and
periodic reports are used, it should be made clear that the prospectus and periodic
reports are the primary sources of additional information for investors, and the cross-
references should not downplay their significance.

The key investor information document should be reviewed and revised as
appropriate and as frequently as is necessary to ensure that it continues to meet the
requirements for key investor information specified in Articles 78(2) and 79(1) of
Directive 2009/65/EC. As a matter of good practice, management companies should
review the key investor information document before entering into any initiative that
is likely to result in a significant number of new investors acquiring units in the fund.

The form or content of key investor information may need to be adjusted to specific
cases. Consequently, this Regulation tailors the general rules applicable to all UCITS
S0 as to take into account the specific situation of certain types of UCITS, namely
those having different investment compartments or share classes, those with fund of
funds structures, those with master-feeder structures, and those that are structured,
such as capital protected or comparable UCITS.

With regard to UCITS having different share classes, there should be no obligation to
produce a separate key investor information document for every such share class, so
long as investors’ interests are not compromised. The details of two or more classes
may be combined into a single key investor information document only where this
can be done without making the document too complicated or crowded. Alternatively,
a representative class may be selected, but only in cases where there is sufficient
similarity between the classes such that information about the representative class is
fair, clear and not misleading as regards the represented class. In determining whether
the use of a representative class is fair, clear and not misleading, regard should be had
to the characteristics of the UCITS, the nature of the differences represented by each
class, and the range of choices on offer to each investor or group of investors.

In the case of a fund of funds, the right balance is kept between the information on the

UCITS that the investor invests in and its underlying collectives. The key investor
information document of a fund of funds should therefore be prepared on the basis
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that the investor does not wish or need to be informed in detail about the individual
features of each of the underlying collectives, which in any case are likely to vary
from time to time if the UCITS is being actively managed. However, in order for the
key investor information document to deliver effective disclosure of the fund of
funds’ objective and investment policy, risk factors, and charging structure, the
characteristics of its underlying funds should be transparent.

In the case of master-feeder structures, the description of the feeder UCITS’ risk and
reward profile should not be materially different to that of the corresponding section
in the master UCITS’ key investor information document so that the feeder can copy
information from the key investor information document of the master wherever it is
relevant. However, this information should be supplemented by relevant statements or
duly adjusted in those cases where ancillary assets held by the feeder might modify
the risk profile compared to the master, addressing the risks inherent in these ancillary
assets, for instance where derivatives are used. The combined costs of investing in the
feeder and the master should be disclosed to investors in the feeder.

With regard to structured UCITS, such as capital protected and other comparable
UCITS, the provision of prospective performance scenarios in place of past
performance information is required. Prospective performance scenarios involve
calculating the expected return of the fund under favourable, adverse, or neutral
hypotheses regarding market conditions. These scenarios should be chosen so as to
effectively illustrate the full range of possible outcomes according to the formula.

Where the key investor information and the prospectus are to be provided in a durable
medium other than paper or by means of a website, additional safety measures are
necessary for investor protection reasons, so as to ensure that investors receive
information in a form relevant to their needs, and so as to maintain the integrity of the
information provided, prevent alterations that undermine its comprehensibility and
effectiveness, and avoid manipulation or modification by unauthorised persons. This
Regulation contains a reference to rules on durable medium laid down in the
Commission Directive 2006/73/EC of 10 August 2006 implementing Directive
2004/39/EC of the European Parliament and of the Council as regards organisational
requirements and operating conditions for investment firms and defined terms for the
purposes of that Directive (OJ L 241, 2.9.2006, p. 26) in order to ensure the equal
treatment of investors and a level playing field in financial sectors.

In order to allow management companies and investment companies to adapt to the
new requirements contained in this Regulation in an efficient and effective manner,
the starting date of application of this Regulation should be aligned with the
transposition of Directive 2009/65/EC.

The Committee of European Securities Regulators, established by Commission
Decision 2009/77/EC (OJ L 25, 29.1.2009, p. 18), has been consulted for technical
advice.

The measures provided for in this Regulation are in accordance with the opinion of
the European Securities Committee,

HAS ADOPTED THIS REGULATION:
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CHAPTER |

SUBJECT MATTER AND GENERAL PRINCIPLES
Article 1

Subject matter

This Regulation lays down the detailed rules for the implementation of Articles 75(2), 78(2)
to (5) and 81(1) of Directive 2009/65/EC.

Article 2
General principles

1. Requirements laid down in this Regulation shall apply to any management company
with regard to each UCITS it manages.

2 This Regulation shall apply to any investment company which has not designated a
management company authorised pursuant to Directive 2009/65/EC.

Article 3

Principles regarding the key investor information document

1. This Regulation specifies in an exhaustive manner the form and content of the
document containing key investor information (hereinafter referred to as key investor
information document). No other information or statements shall be included except
where this Regulation states otherwise.

2. The key investor information shall be fair, clear and not misleading.

3. The key investor information document shall be provided in such a way as to ensure
that investors are able to distinguish it from other material. In particular, it shall not be
presented or delivered in a way that is likely to lead investors to consider it less
important than other information about the UCITS and its risks and benefits.

CHAPTER I

FORM AND PRESENTATION OF KEY INVESTOR INFORMATION

SECTION 1

Title of document, order of contents and headings of sections

Article 4

Title and content of document
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The content of the key investor information document shall be presented in the order
as set out in paragraphs 2 to 13.

The title ‘Key investor information’ shall appear prominently at the top of the first
page of the key investor information document.

An explanatory statement shall appear directly underneath the title. It shall read:

‘This document provides you with key investor information about this fund. It is not
marketing material. The information is required by law to help you understand the

nature and the risks of investing in this fund. You are advised to read it so you can

make an informed decision about whether to invest’.

The identification of the UCITS, including the share class or investment compartment
thereof, shall be stated prominently. In the case of an investment compartment or
share class, the name of the UCITS shall follow the compartment or share class name.
Where a code number identifying the UCITS, investment compartment or share class
exists, it shall form part of the identification of the UCITS.

The name of the management company shall be stated.

In addition, in cases where the management company forms part of a group of
companies for legal, administrative or marketing purposes, the name of that group
may be stated. Corporate branding may be included provided it does not hinder an
investor in understanding the key elements of the investment or diminish his ability to
compare investment products.

The section of the key investor information document entitled ‘Objectives and
investment policy’ shall contain the information set out in Section 1 of Chapter III of
this Regulation.

The section of the key investor information document entitled ‘Risk and reward
profile’ shall contain the information set out in Section 2 of Chapter III of this

Regulation.

The section of the key investor information document entitled ‘Charges’ shall contain
the information set out in Section 3 of Chapter Il of this Regulation.

The section of the key investor information document entitled ‘Past performance’
shall contain the information set out in Section 4 of Chapter I11 of this Regulation.

The section of the key investor information document entitled ‘Practical information’
shall contain the information set out in Section 5 of Chapter Il1 of this Regulation.

Authorisation details shall consist of the following statement:

‘This fund is authorised in [name of Member State] and regulated by [identity of
competent authority] .
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In cases where the UCITS is managed by a management company exercising rights
under Article 16 of Directive 2009/65/EC, an additional statement shall be included:

‘[Name of management company] is authorised in [name of MemberState] and
regulated by [identity of competent authority] .

13. Information on publication shall consist of the following statement:
‘This key investor information is accurate as at [the date of publication] .
SECTION 2

Language, length and presentation

Article 5

Presentation and language

1. A key investor information document shall be:

@ presented and laid out in a way that is easy to read, using characters of
readable size;

(b) clearly expressed and written in language that communicates in a way that
facilitates the investor’s understanding of the information being
communicated, in particular where:

Q) the language used is clear, succinct and comprehensible;
(i) the use of jargon is avoided,
(iti)  technical terms are avoided when everyday words can be used instead;

(© focused on the key information that investors need.

2. Where colours are used, they shall not diminish the comprehensibility of the
information in the event that the key investor information document is printed or
photocopied in black and white.

3. Where the design of the corporate branding of the management company or the group
to which it belongs is used, it shall not distract the investor or obscure the text.

Article 6

Length

The key investor information document shall not exceed two pages of A4-sized paper when
printed.
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CHAPTER Il

CONTENT OF SECTIONS OF THE KEY INVESTOR INFORMATION
DOCUMENT

SECTION 1

Obijectives and investment policy

Article 7

Specific contents of the description

1.

The description contained in the ‘Objectives and investment policy” section of the key
investor information document shall cover those essential features of the UCITS
about which an investor should be informed, even if these features do not form part of
the description of objectives and investment policy in the prospectus, including:

@) the main categories of eligible financial instruments that are the object of
investment;

(b) the possibility that the investor may redeem units of UCITS on demand,
qualifying that statement with an indication as to the frequency of dealing in
units;

(© whether the UCITS has a particular target in relation to any industrial,
geographic or other market sectors or specific classes of assets;

(d) whether the UCITS allows for discretionary choices in regards to the
particular investments that are to be made, and whether this approach includes
or implies a reference to a benchmark and if so, which one;

(e whether dividend income is distributed or reinvested.

For the purposes of point (d), where a reference to a benchmark is implied, the degree
of freedom available in relation to this benchmark shall be indicated, and where the
UCITS has an index-tracking objective, this shall be stated.

The description referred to in paragraph 1 shall include the following information, so
long as it is relevant:

@ where the UCITS invests in debt securities, an indication of whether they are
issued by corporate bodies, governments or other entities, and, if applicable,
any minimum rating requirements;

(b) where the UCITS is a structured fund, an explanation in simple terms of all

elements necessary for a correct understanding of the pay-off and the factors
that are expected to determine performance, including references, if necessary,
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to the details on the algorithm and its workings which appear in the
prospectus;

(© where the choice of assets is guided by specific criteria, an explanation of
those criteria, such as ‘growth’, ‘value’ or ‘high dividends’;

(d) where specific asset management techniques are used, which may include
hedging, arbitrage or leverage, an explanation in simple terms of the factors
that are expected to determine the performance of the UCITS;

(e) where the impact of portfolio transaction costs on returns is likely to be
material due to the strategy adopted by the UCITS, a statement that this is the
case, making it also clear that portfolio transaction costs are paid from the
assets of the fund in addition to the charges set out in Section 3 of this
Chapter;

M where a minimum recommended term for holding units in the UCITS is stated
either in the prospectus or in any marketing documents, or where it is stated
that a minimum holding period is an essential element of the investment
strategy, a statement with the following wording:

‘Recommendation: this fund may not be appropriate for investors whoplan to
withdraw their money within [period of time] ".

3. Information included under paragraphs 1 and 2 shall distinguish between the broad
categories of investments as specified under paragraphs 1(a), (c) and 2(a) and the
approach to these investments to be adopted by a management company as specified
under paragraphs 1(d) and 2 (b), (c) and (d).

4. The ‘Objectives and investment policy’ section of the key investor information
document may contain elements other than those listed in paragraph 2, including the
description of the UCITS’ investment strategy, where these elements are necessary to
adequately describe the objectives and investment policy of the UCITS.

SECTION 2

Risk and reward profile

Article 8

Explanation of potential risks and rewards, including the use of an indicator

1. The ‘Risk and reward profile’ section of the key investor information document shall
contain a synthetic indicator, supplemented by:

@ a narrative explanation of the indicator and its main limitations;

(b) a narrative explanation of risks which are materially relevant to the UCITS
and which are not adequately captured by the synthetic indicator.
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The synthetic indicator referred to in paragraph 1 shall take the form of a series of
categories on a numerical scale with the UCITS assigned to one of the categories. The
presentation of the synthetic indicator shall comply with the requirements laid down
in Annex .

The computation of the synthetic indicator referred to in paragraph 1, as well as any
of its subsequent revisions, shall be adequately documented.

Management companies shall keep records of these computations for a period of not
less than five years. This period shall be extended to five years after maturity for the
case of structured funds.

The narrative explanation referred to in paragraph 1(a) shall include the following
information:

(@) a statement that historical data, such as is used in calculating the synthetic
indicator, may not be a reliable indication of the future risk profile of the
UCITS;

(b) a statement that the risk and reward category shown is not guaranteed to
remain unchanged and that the categorisation of the UCITS may shift over
time;

(©) a statement that the lowest category does not mean a risk-free investment;

(d) a brief explanation as to why the UCITS is in a specific category;

(e details of the nature, timing and extent of any capital guarantee or protection
offered by the UCITS, including the potential effects of redeeming units
outside of the guaranteed or protected period.

The narrative explanation referred to in paragraph 1(b) shall include the following
categories of risks, where these are material:

@ credit risk, where a significant level of investment is made in debt securities;

(b) liquidity risk, where a significant level of investment is made in financial
instruments, which are by their nature sufficiently liquid, yet which may under
certain circumstances have a relatively low level of liquidity, so as to have an
impact on the level of liquidity risk of the UCITS as a whole;

(©) counterparty risk, where a fund is backed by a guarantee from a third party, or
where its investment exposure is obtained to a material degree through one or
more contracts with a counterparty;

(d) operational risks and risks related to safekeeping of assets;

(e impact of financial techniques as referred to in Article 50(1)(g) of Directive
2009/65/EC such as derivative contracts on the UCITS’ risk profile where
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such techniques are used to obtain, increase or reduce exposure to underlying
assets.

Article 9

Principles governing the identification, explanation and presentation of risks

The identification and explanation of risks referred to in Article 8(1)(b) shall be consistent
with the internal process for identifying, measuring and monitoring risk adopted by the
UCITS’ management company as laid down in Directive 2010/43/EU. Where a management
company manages more than one UCITS, the risks shall be identified and explained in a
consistent fashion.

SECTION 3

Charges

Article 10

Presentation of charges

1. The ‘Charges’ section of the key investor information document shall contain a
presentation of charges in the form of a table as laid down in Annex II.

2. The table referred to in paragraph 1 shall be completed in accordance with the
following requirements:

@) entry and exit charges shall each be the maximum percentage which might be
deducted from the investor’s capital commitment to the UCITS;

(b) a single figure shall be shown for charges taken from the UCITS over a year,
to be known as the ‘ongoing charges,’ representing all annual charges and
other payments taken from the assets of the UCITS over the defined period,
and based on the figures for the preceding year;

(©) the table shall list and explain any charges taken from the UCITS under
certain specific conditions, the basis on which the charge is calculated, and
when the charge applies.

Article 11
Explanation of charges and a statement about the importance of charges

1. The ‘Charges’ section shall contain a narrative explanation of each of the charges
specified in the table including the following information:

@ with regard to entry and exit charges:
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0] it shall be made clear that the charges are always maximum figures, as
in some cases the investor might pay less;

(i) astatement shall be included stating that the investor can find out the
actual entry and exit charges from their financial adviser or distributor;

(b) with regard to ‘ongoing charges’, there shall be a statement that the ongoing
charges figure is based on the last year’s expenses, for the year ending
[month/year], and that this figure may vary from year to year where this is the
case.

2. The ‘Charges’ section shall contain a statement about the importance of charges
which shall make clear that the charges an investor pays are used to pay the costs of
running the UCITS, including the costs of marketing and distributing the UCITS, and
that these charges reduce the potential growth of the investment.

Article 12
Additional requirements

1. All of the elements of the charging structure shall be presented as clearly as possible
to allow investors to consider the combined impact of the charges.

2. Where the impact of portfolio transaction costs on returns is likely to be material due
to the strategy adopted by the UCITS, this shall be stated within the ‘Objectives and
investment policy’ section, as indicated in Article 7(2)(e).

3. Performance fees shall be disclosed in accordance with Article 10(2)(c). The amount
of the performance fee charged during the UCITS’ last financial year shall be
included as a percentage figure.

Article 13

Specific cases

1. Where a new UCITS cannot comply with the requirements contained in Article
10(2)(b) and Article 11(1)(b), the ongoing charges shall be estimated, based on the
expected total of charges.

2. Paragraph 1 shall not apply in the following cases:

@ for funds which charge a fixed all-inclusive fee, where instead that figure shall
be displayed;

(b) for funds which set a cap or maximum on the amount that can be charged,
where instead that figure shall be disclosed so long as the management
company gives a commitment to respect the published figure and to absorb
any costs that would otherwise cause it to be exceeded.

Article 14
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Cross-referencing

The ‘Charges’ section shall include, where relevant, a cross-reference to those parts of the
UCITS prospectus where more detailed information on charges can be found, including
information on performance fees and how they are calculated.

SECTION 4

Past performance

Article 15

Presentation of past performance

1. The information about the past performance of the UCITS shall be presented in a bar
chart covering the performance of the UCITS for the last 10 years.

The size of the bar chart referred to in the first subparagraph shall allow for legibility,
but shall under no circumstances exceed half a page in the key investor information
document.

2. UCITS with performance of less than 5 complete calendar years shall use a
presentation covering the last 5 years only.

3. For any years for which data is not available, the year shall be shown as blank with no
annotation other than the date.

4. For a UCITS which does not yet have performance data for one complete calendar
year, a statement shall be included explaining that there is insufficient data to provide
a useful indication of past performance to investors.

5. The bar chart layout shall be supplemented by statements which appear prominently
and which:

@ warn about its limited value as a guide to future performance;

(b) indicate briefly which charges and fees have been included or excluded from
the calculation of past performance;

(© indicate the year in which the fund came into existence;
(d) indicate the currency in which past performance has been calculated.

The requirement laid down in point (b) shall not apply to UCITS which do not have
entry or exit charges.

6. A key investor information document shall not contain any record of past
performance for any part of the current calendar year.
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Article 16

Past performance calculation methodology

The calculation of past performance figures shall be based on the net asset value of the
UCITS, and they shall be calculated on the basis that any distributable income of the fund has
been reinvested.

Article 17

Impact and treatment of material changes

1. Where a material change occurs to a UCITS’ objectives and investment policy during
the period displayed in the bar chart referred to in Article 15, the UCITS’ past
performance prior to that material change shall continue to be shown.

2. The period prior to the material change referred to in paragraph 1 shall be indicated
on the bar chart and labelled with a clear warning that the performance was achieved
under circumstances that no longer apply.

Article 18

Use of a benchmark alongside the past performance

1.

Where the ‘Objectives and investment policy’ section of the key investor information
document makes reference to a benchmark, a bar showing the performance of that
benchmark shall be included in the chart alongside each bar showing the UCITS’ past
performance.

For UCITS which do not have past performance data over the required five or 10
years, the benchmark shall not be shown for years in which the UCITS did not exist.

Article 19

Use of ‘simulated’ data for past performance

1.

A simulated performance record for the period before data was available shall only be
permitted in the following cases, provided that its use is fair, clear and not misleading:

@ a new share class of an existing UCITS or investment compartment may
simulate its performance by taking the performance of another class, provided
the two classes do not differ materially in the extent of their participation in
the assets of the UCITS;

(b) a feeder UCITS may simulate its performance by taking the performance of its
master UCITS, provided that one of the following conditions are met:

Q) the feeder’s strategy and objectives do not allow it to hold assets other
than units of the master and ancillary liquid assets;
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(i) the feeder’s characteristics do not differ materially from those of the
master.

In all cases where performance has been simulated in accordance with paragraph 1,
there shall be prominent disclosure on the bar chart that the performance has been
simulated.

A UCITS changing its legal status but remaining established in the same Member
State shall retain its performance record only where the competent authority of the
Member State reasonably assesses that the change of status would not impact the
UCITS’ performance.

In the case of mergers referred to in Article 2(1)(p)(i) and (iii) of Directive
2009/65/EC, only the past performance of the receiving UCITS shall be maintained in
the key investor information document.

SECTION 5

Practical information and cross-references

Article 20

Content of ‘practical information’ section

1.

The ‘Practical information’ section of the key investor information document shall
contain the following information relevant to investors in every Member State in
which the UCITS is marketed:

@ the name of the depositary;

(b) where and how to obtain further information about the UCITS, copies of its
prospectus and its latest annual report and any subsequent half-yearly report,
stating in which language(s) those documents are available, and that they may
be obtained free of charge;

(©) where and how to obtain other practical information, including where to find
the latest prices of units;

(d) a statement that the tax legislation of the UCITS’ home Member State may
have an impact on the personal tax position of the investor;

(e) the following statement:
‘[Insert name of investment company or management company] may beheld liable

solely on the basis of any statement contained in this document that is misleading,
inaccurate or inconsistent with the relevant partsof the prospectus for the UCITS.’
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Where the key investor information document is prepared for a UCITS investment
compartment, the ‘Practical information’ section shall include the information
specified in Article 25(2) including on investors’ rights to switch between
compartments.

Where applicable, the ‘Practical information’ section of the key investor information
document shall state the information required about available share classes in
accordance with Article 26.

Article 21

Use of cross-references to other sources of information

1.

Cross-references to other sources of information, including the prospectus and annual
or half-yearly reports, may be included in the key investor information document,
provided that all information fundamental to the investors’ understanding of the
essential elements of the investment is included in the key investor information
document itself.

Cross-references shall be permitted to the website of the UCITS or the management
company, including a part of any such website containing the prospectus and the
periodic reports.

Cross-references referred to in paragraph 1 shall direct the investor to the specific
section of the relevant source of information. Several different cross-references may
be used within the key investor information document but they shall be kept to a
minimum.

SECTION 6

Review and revision of the key investor information document

Article 22

Review of key investor information

1. A management company or investment company shall ensure that a review of key
investor information is carried out at least every twelve months.

2. A review shall be carried out prior to any proposed change to the prospectus, the fund
rules or the instrument of incorporation of the investment company where these
changes were not subject to review as referred to in paragraph 1.

3. A review shall be carried out prior to or following any changes regarded as material to
the information contained in the key investor information document.

Article 23

Publication of the revised version
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Where a review referred to in Article 22 indicates that changes need to be made to the
key investor information document, its revised version shall be made available
promptly.

Where a change to the key investor information document was the expected result of a
decision by the management company, including changes to the prospectus, fund
rules or the instrument of incorporation of the investment company, the revised
version of the key investor information document shall be made available before the
change comes into effect.

A key investor information document with duly revised presentation of past
performance of the UCITS shall be made available no later than 35 business days
after 31 December each year.

Article 24

Material changes to the charging structure

1.

The information on charges shall properly reflect any change to the charging structure
that results in an increase in the maximum permitted amount of any one-off charge
payable directly by the investor.

Where the ‘ongoing charges’ calculated in accordance with Article 10(2)(b) are no
longer reliable, the management company shall instead estimate a figure for ‘ongoing
charges’ that it believes on reasonable grounds to be indicative of the amount likely to
be charged to the UCITS in future.

This change of basis shall be disclosed through the following statement:

‘The ongoing charges figure shown here is an estimate of the charges.[Insert short
description of why an estimate is being used rather than an ex-post figure.] The
UCITS’ annual report for each financial year will include detail on the exact charges
made.’

CHAPTER IV

PARTICULAR UCITS STRUCTURES

SECTION 1

Investment compartments

Article 25

Investment compartments
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Where a UCITS consists of two or more investment compartments a separate key
investor information document shall be produced for each individual compartment.

Each key investor information document referred to in paragraph 1 shall indicate
within the ‘practical information’ section the following information:

@) that the key investor information document describes a compartment of a
UCITS, and, if it is the case, that the prospectus and periodic reports are
prepared for the entire UCITS named at the beginning of the key investor
information document;

(b) whether or not the assets and liabilities of each compartment are segregated by
law and how this might affect the investor;

(c) whether or not the investor has the right to exchange his investment in units in
one compartment for units in another compartment, and if so, where to obtain
information about how to exercise that right.

Where the management company sets a charge for the investor to exchange his
investment in accordance with paragraph 2(c), and that charge differs from the
standard charge for buying or selling units, that charge shall be stated separately in the
‘Charges’ section of the key investor information document.

SECTION 2

Share classes

Article 26

Key investor information document for share classes

1.

Where a UCITS consists of more than one class of units or shares, the key investor
information document shall be prepared for each class of units or shares.

The key investor information pertinent to two or more classes of the same UCITS
may be combined into a single key investor information document, provided that the
resulting document fully complies with all requirements as laid down in Section 2 of
Chapter 11, including as to length.

The management company may select a class to represent one or more other classes
of the UCITS, provided the choice is fair, clear and not misleading to potential
investors in those other classes. In such cases the ‘Risk and reward profile’ section of
the key investor information document shall contain the explanation of material risk
applicable to any of the other classes being represented. A key investor information
document based on the representative class may be provided to investors in the other
classes.

Different classes shall not be combined into a composite representative class as
referred to in paragraph 3.
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5. The management company shall keep a record of which other classes are represented
by the representative class referred to in paragraph 3 and the grounds justifying that
choice.

Article 27

Practical information section

If applicable, the ‘Practical information’ section of the key investor information document
shall be supplemented by an indication of which class has been selected as representative,
using the term by which it is designated in the UCITS’ prospectus.

That section shall also indicate where investors can obtain information about the other classes
of the UCITS that are marketed in their own Member State.

SECTION 3

Fund of funds

Article 28

Objectives and investment policy section

Where the UCITS invests a substantial proportion of its assets in other UCITS or other
collective investment undertakings as referred to in Article 50(1)(e) of Directive 2009/65/EC,
the description of the objectives and investment policy of that UCITS in the key investor
information document shall include a brief explanation of how the other collective
undertakings are to be selected on an ongoing basis.

Article 29

Risk and reward profile

The narrative explanation of risk factors referred to in Article 8(1)(b) shall take account of
the risks posed by each underlying collective undertaking, to the extent that these are likely to
be material to the UCITS as a whole.

Article 30

Charges section

The description of the charges shall take account of any charges that that UCITS will itself
incur as an investor in the underlying collective undertakings. Specifically, any entry and exit

charges and ongoing charges levied by the underlying collective undertakings shall be
reflected in the UCITS’ calculation of its own ongoing charges figure.
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SECTION 4

Feeder UCITS

Article 31

Objectives and investment policy section

1. The key investor information document for a feeder UCITS, as defined in Article 58
of Directive 2009/65/EC, shall contain, in the description of objectives and
investment policy, information about the proportion of the feeder UCITS’ assets

which is invested in the master UCITS.

2. There shall also be a description of the master UCITS’ objectives and investment
policy, supplemented as appropriate by either of the following:

Q) an indication that the feeder UCITS’ investment returns will be very similar to
those of the master UCITS; or

(i) anexplanation of how and why the investment returns of the feeder and
master UCITS may differ.

Article 32

Risk and reward profile section

1. Where the risk and reward profile of the feeder UCITS differs in any material respect
from that of the master, this fact and the reason for it shall be explained in the ‘Risk
and reward profile’ section of the key investor information document.

2. Any liquidity risk and the relationship between purchase and redemption
arrangements for the master and feeder UCITS shall be explained in the ‘Risk and
reward profile’ section of the key investor information document.

Article 33

Charges section

The ‘Charges’ section of the key investor information document shall cover both the costs of

investing in the feeder UCITS and any costs and expenses that the master UCITS may charge

to the feeder UCITS.

In addition, it shall combine the costs of both the feeder and the master UCITS in the ongoing
charges figure for the feeder UCITS.

Article 34

Practical information section
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The key investor information document for a feeder UCITS shall contain in the
‘Practical information’ section information specific to the feeder UCITS.

The information referred to in paragraph 1 shall include:

1.

2.
(@)
(b)
(©)

Article 35

a statement that the master UCITS’ prospectus, key investor information
document, and periodic reports and accounts are available to investors of the
feeder UCITS upon request, how they may be obtained, and in which
language(s);

whether the items listed in point (a) are available in paper copies only or in
other durable media, and whether any fee is payable for items not subject to
free delivery in accordance with Article 63(5) of Directive 2009/65/EC;

where the master UCITS is established in a different Member State to the
feeder UCITS, and this may affect the feeder’s tax treatment, a statement to
this effect.

Past performance

1.
2.
(@)
(b)
(©)
SECTION 5

The past performance presentation in the key investor information document of the
feeder UCITS shall be specific to the feeder UCITS, and shall not reproduce the
performance record of the master UCITS.

Paragraph 1 shall not apply:

where a feeder UCITS shows the past performance of its master UCITS as a
benchmark; or

where the feeder was launched as a feeder UCITS at a later date than the
master UCITS, and where the conditions of Article 19 are satisfied, and where
a simulated performance is shown for the years before the feeder existed,
based on the past performance of the master UCITS; or

where the feeder UCITS has a past performance record from before the date
on which it began to operate as a feeder, its own record being retained in the
bar chart for the relevant years, with the material change labelled as required
by Article 17(2).

Structured UCITS

Article 36

Performance scenarios
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1. The key investor information document for structured UCITS shall not contain the
‘Past performance’ section.

For the purposes of this Section, structured UCITS shall be understood as UCITS
which provide investors, at certain predetermined dates, with algorithm-based payoffs
that are linked to the performance, or to the realisation of price changes or other
conditions, of financial assets, indices or reference portfolios or UCITS with similar
features.

2. For structured UCITS, the ‘Objectives and investment policy’ section of the key
investor information document shall include an explanation of how the formula works
or how the pay-off is calculated.

3. The explanation referred to in paragraph 2 shall be accompanied by an illustration,
showing at least three scenarios of the UCITS’ potential performance. Appropriate
scenarios shall be chosen to show the circumstances in which the formula may
generate a low, a medium or a high return, including, where applicable, a negative
return for the investor.

4. The scenarios referred to in paragraph 3 shall enable the investor to understand fully
all the effects of the calculation mechanism embedded in the formula.

They shall be presented in a way that is fair, clear and not misleading, and that is
likely to be understood by the average retail investor. In particular, they shall not
artificially magnify the importance of the final performance of the UCITS.

5. The scenarios referred to in paragraph 3 shall be based on reasonable and
conservative assumptions about future market conditions and price movements.

However, whenever the formula exposes investors to the possibility of substantial
losses, such as a capital guarantee that functions only under certain circumstances,
these losses shall be appropriately illustrated, even if the probability of the
corresponding market conditions is low.

6. The scenarios referred to in paragraph 3 shall be accompanied by a statement that they
are examples that are included to illustrate the formula, and do not represent a forecast
of what might happen. It shall be made clear that the scenarios shown may not have
an equal probability of occurrence.

Article 37

Length

The key investor information document for structured UCITS shall not exceed three pages of
A4-sized paper when printed.
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CHAPTER V
DURABLE MEDIUM
Article 38

Conditions applying to the provision of a key investor information document or a
prospectus in a durable medium other than paper or by means of a website

1. Where, for the purposes of Directive 2009/65/EC, the key investor information
document or prospectus is to be provided to investors using a durable medium other
than paper the following conditions shall be met:

@ the provision of the key investor information document or the prospectus
using such a durable medium is appropriate to the context in which the
business between the management company and the investor is, or is to be,
carried on; and

(b) the person to whom the key investor information document or the prospectus
is to be provided, when offered the choice between information on paper or in
that other durable medium, specifically chooses that other medium.

2. Where the key investor information document or the prospectus is to be provided by
means of a website and that information is not addressed personally to the investor,
the following conditions shall also be satisfied:

(@) the provision of that information in that medium is appropriate to the context
in which the business between the management company and the investor is,
or is to be, carried on;

(b) the investor must specifically consent to the provision of that information in
that form;

(© the investor must be notified electronically of the address of the website, and
the place on the website where the information may be accessed,

(d) the information must be up to date;

(e the information must be accessible continuously by means of that website for
such period of time as the client may reasonably need to inspect it.

3. For the purposes of this Article, the provision of information by means of electronic
communications shall be treated as appropriate to the context in which the business
between the management company and the investor is, or is to be, carried on if there
is evidence that the investor has regular access to the Internet. The provision by the
investor of an e-mail address for the purposes of the carrying on of that business shall
be treated as such evidence.
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CHAPTER VI

FINAL PROVISIONS
Article 39

Entry into force

1. This Regulation shall enter into force on the 20th day following its publication in the
Official Journal of the European Union.

2. This Regulation shall apply from 1 July 2011.

This Regulation shall be binding in its entirety and directly applicable in all Member
States.

Done at Brussels, 1 July 2010.
For the Commission

The President
José Manuel BARROSOL
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ANNEX |

REQUIREMENTS RELATED TO THE PRESENTATION OF THE SYNTHETIC
INDICATOR

1. The synthetic indicator shall rank the fund on a scale from 1 to 7 on the basis of its
volatility record.

2. The scale shall be shown as a sequence of categories denoted by the whole numbers
in ascending order from 1 to 7 running from left to right, representing levels of risk
and reward, from lowest to highest.

3. It shall be made clear on the scale that lower risk entails potentially lower reward and
that higher risk entails potentially higher rewards.

4. The category into which the UCITS falls shall be prominently indicated.

5. No colours shall be used for distinguishing between items on the scale.

ANNEX 11

PRESENTATION OF CHARGES

The charges shall be presented in a table structured in the following way: One-off
charges taken before or after you invest

Entry charge [1%
Exit charge [1%

This is the maximum that might be taken out of your money [before it is invested]
[before the proceeds of your investment are paid out]

Charges taken from the fund over a year

Ongoing charge 0%
Charges taken from the fund under certain specific conditions
Performance fee [1 % a year of any returns the fund

achieves above the benchmark for these
fees, the [insert name of benchmark]

— A percentage amount shall be indicated for each of these charges.

— In the case of a performance fee, the amount charged in the fund’s last financial year shall
be included as a percentage figure.

ANNEX I

PRESENTATION OF THE PAST PERFORMANCE INFORMATION

The bar chart presenting past performance shall comply with the following criteria:
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1. the scale of the Y-axis of the bar chart shall be linear, not logarithmic;

2. the scale shall be adapted to the span of the bars shown and shall not compress the
bars so as to make fluctuations in returns hard to distinguish;

3. the X-axis shall be set at the level of 0% performance;

4. a label shall be added to each bar indicating the return in percentage that was
achieved;

5. past performance figures shall be rounded to one decimal place.

Amend the following as shown.

TP 1 Transitional Provisions
COLLTP11
1) (2) 3) 4) (%) (6)
Material to Transitional provision Transitiona | Handbook
which the | provision: | provision:
transitional dates in coming
provision force into force
applies
Extra time
provisions
17 pofolowd R | An authorised fund manager need From 1 1 July 2011
COLL 45.5R not include in the short report or July 2011
(1)(@)(iv) and long report for a UCITS scheme the | to 31
COLL figure for the synthetic risk and October
4.5.9R(9A) reward indicator that would have 2012
been disclosed in its most recent key
investor information document
provided that, as at the accounting
reference date to which the report
relates, marketing of units in the
scheme is being done on the basis of
a simplified prospectus meeting the
requirements of the Handbook.
[Note: article 118(2) of the UCITS Directive]
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18

fro-follow}

Each and

every rule in
COLL that

relates to key
investor

information

|70

This rule applies to:

(a) an authorised fund
manager of a UCITS scheme;

and

(b) an ICVC which is a
UCITS scheme and any other
director of that ICVC;

From 1

1 July 2011

July 2011

to 30 June

2012

where the authorisation
order for the scheme was
made before 1 July 2011 and
for this purpose, where this
transitional provision is
being applied in relation to
an existing umbrella as at 1
July 2011 and an
authorisation order is made
for a new sub-fund of the
umbrella after that date, this
transitional provision shall
also be applied to that sub-
fund.

A person in (1) need not
comply with any rule in
COLL that relates to key
investor information
provided it continues to
produce, publish, provide,
and meet all other applicable
regulatory requirements in
relation to, a simplified
prospectus for the UCITS
scheme as set out in COLL
4.6 (Simplified Prospectus
provisions) (as it stands at 30
June 2011), and all
references in any rule in
COLL to key investor
information should be read
as references to the
simplified prospectus.

From 1

1 July 2011

July 2011

to 30 June

2012

A person in (1) that makes
use of this provision from 1
July 2011 may cease to do so
in respect of the UCITS
scheme or any sub-fund of
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the scheme at any time
before [30 June 2012], but
having done so, may not, in
relation to that scheme or
sub-fund, make use
subsequently of this
provision in respect of any
rules or guidance in COLL.

(4)  Apersonin (1) that makes
use of this provision in
accordance with (2) in
relation to a UCITS scheme
or sub-fund of the scheme, or
that ceases to do so in
accordance with (3), must do
so in respect of all classes of
units in issue in that scheme
or sub-fund, whether the
units of any such class were
first issued before, on or after

1 July 2011.

[Note: article 118(2) of the UCITS Directive]

19 | feteHow] R | Where a UCITS scheme is to be the From 1 1 July
COLL receiving UCITS in a proposed July 2011 | 2011
4.4.12R UCITS merger and no meeting of to 31

unitholders is required to be held December
COLL under COLL 7.6.2R(5) and (6), the 2013
4.4.13R authorised fund manager may satisfy

its duty to the unitholders of the
COLL receiving UCITS under COLL
7.7.19R 7.7.19R (Method of providing merger

information to unitholders) to provide

the information by making it public

in an appropriate manner.

20 | ftofolow] G | (1) | Indetermining the appropriate | From 1 1 July
COLL manner of making the July 2011 | 2011
4.4.12R information public, the to 31

authorised fund manager December
COLL should ensure that: 2013
4.4.13R
COLL
7.7.19R

(a) | aunitholder can obtain the

information at a
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reasonable cost;

(b) | the information is
available at reasonable
times;

(c) | publication is consistent
with the manner in which
the authorised fund
manager makes other
types of information about
the scheme public, so that
it is reasonably likely to
come to the attention of

unitholders.

(2) | Examples of what might be
deemed appropriate include one
or more of:

(a) | publication in a national
newspaper;

(b) | supply through an
advertised local rate or
freephone telephone
number;

(c) | publication on the
internet; or

(d) | communication to all
existing unitholders,
before the merger has
taken effect.

(3) | In addition to the methods of

publication in (2), the
authorised fund manager
should consider publishing
appropriate information about
the merger in the next long
report of the scheme. This
might include an updated
explanation of the matters set
outin COLL 7.7.14R(1)
(Specific rules regarding the
content of merger information
to be provided to unitholders of
the receiving UCITS).
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Schedule 1  Record keeping requirements
Sch 1.1G Record keeping requirements
Handbook Subject of record | Contents of record | When record Retention
reference must be made period
COLL 6.13.2R | Portfolio Full details After 5 years
transactions transaction
relating to a UCITS
COLL 6.13.3R | Subscription and Full details After receipt 5 years
redemption orders of order
COLL 6.13.4R | Records referred to | Full details After Outstanding

in COLL 6.13.2R
and COLL 6.13.3R

termination of

term of 5 year

authorisation

period

of UCITS

management
company
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Schedule 2 Notification requirements
Sch 2.2G Notification requirements
Handbook Matter to be Contents of Trigger event | Time allowed
reference notified notification
&) UCITS scheme in EEA state market
another EEA State | concerned
COLL Copy of prospectus | Full details, On publication | Immediately
4.2.3AR (1)(b) | of the master together with any on publication
UCITS amendments
COLL 4.5.15R | Copies of the Full details End of annual | Immediately
(1)(b) annual and half- or half-yearly | on publication
yearly long reports accounting
of the master period
UCITS
COLL Key investor Full details On first use Immediate
4.7.7R(2) information together with any
document amendments
COLL Key investor Full details, On first use Immediate
4.7.7R(3 information together with any
document of the amendments
master UCITS
(2_) .& SQ{I:}I: P! eees.slal Ild any estunauﬁngl ”.SIE ive. o seleleuuauues - I
- - - - -
quantitative limits | any
subseguent
prepe_sed
material
alterationto
therisk
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management
process
COLL 6.12.3R | Risk management Details in COLL On first use of | On a reqular
process 6.12.2R(2)(a) and process basis and at
(b) and any least annually
material alterations
thereof
COLL Material change to | Full details of On first use of | Immediate
6.12.6R(2 the risk change amended
management process
process
COLL 7.7.22R | Confirmation of the | Details of On completion | Immediate
completion of the completion of transfer
merger transfer
COLL 11.3.9R | Identity of Full details After Immediate
investing feeder investment
UCITS
COLL 11.4.3R | Notification of Full details Detection Immediate

irreqularities
relating to a master

UCITS
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Annex L
Amendments to the Regulated Covered Bonds Specialist sourcebook (RCB)

In this Annex, underlining indicates new text and striking through indicates deleted text.

1.1.2 G  The general purpose of this sourcebook is to set out the guidance, directions
and rules made by the FSA under the RCB Regulations. Those regulations
enable bonds to be issued which comply with Article 22(4) 52(4) of the
UCITS Directive.
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Annex M

Amendments to the Disclosure Rules and Transparency Rules sourcebook (DTR)

In this Annex, underlining indicates new text and striking through indicates deleted text.

5.4.9

Undertakings whose registered office is in a third country which would
have required authorisation in accordance with Article 5(%) 6(1) of the
UCITS Directive or with regard to portfolio management under point 4 of
section A of Annex 1 to MiFID if it had its registered office or, only in the
case of an investment firm, its head office within the EEA, shall be
exempted from aggregating holdings with the holdings of its parent
undertaking under this rule provide provided that they comply with
equivalent conditions of independence as management companies or
investment firms.

[Article 23(6) TD]
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Annex N

Amendments to the Perimeter Guidance manual (PERG)

In this Annex, underlining indicates new text and striking through indicates deleted text.

13.1 Introduction

MiFID scope

In addition to investment firms, MiFID is also relevant to credit institutions
providing investment services or performing investment activities (see Q5) and
UCHS-managementcompanies to UCITS management companies to which
article 5(4) 6.4 of the UCITS Directive applies (in other words, UCITS investment
firms).

13.2 General

Q6. We are a UCITS management company that, in addition to managing
unit trusts and investment companies, provides portfolio management
services to third parties. How does MiFID apply to us?

If you are the management-company management company of a UCITS scheme
with a permission to manage investments including MiFID financial instruments
pursuant to article-5-3 article 6.3 of the UCITS Directive, certain MiFID
provisions apply to you when you provide investment services to third parties
(see article-5:4 article 6.4 UCITS Directive). These include initial capital
endowment, organisational and conduct of business requirements. You are a
UCITS investment firm for the purposes of the FSA-Handboek-FSA Handbook.
Article-5-4 Article 6.4 of the UCITS Directive is reflected in paragraph (3) of the
Handbook definition of “MIiFID investment firm”.

135 Exemptions from MiFID

Q43. Are we right in thinking that MiFID does not apply to collective
investment undertakings and their operators?
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In the case of UCITS management companies, some MiFID provisions will apply
to those who provide portfolio management services (other than collective
portfolio management), investment advice or safekeeping and administration
services in relation to urits units to third parties, by virtue of article 5¢4) 6(4) of

the UCITS Directive (see Q6).
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