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THE COLLECTIVE INVESTMENT
. SCHEMES (CLASS A) RULES 2002 -

The Guernsey Financial Services Commission (the “Commission™), in exercise of the powers
conferred on it by sections 12, 14(2)(a), 14(2){d), 15(1), 16(1) and (2)(f), 18 and 20 of The Protection of
Investors (Bailiwick of Guernsey) Law, 1987 as amended hereby makes the following rules

Part 1 - Introduction
Explanation. These rules are made by the Commission under the Law and make
provision for the constitution and management of Class A Schemes. The Commissions
underlying purpose is to assure a high standard of investor protection for the benefit of
those who invest in such schemes.

1.01 Citation and commencement

These rules (including the Schedules hereto) may be cited as the Collective Investment Schemes
{Class A) Rules 2002e(the “Class A rules”) are made on 3 September 2002 and, with the exception
of Part 15, shall come into operation on I October 2002,

1.02 Interpretation

In these rules, unless the context otherwise requires, expressions defined in the Law have the same
meanings as they have in the Law and the following expressions shall mean:

“accounting reference date” means the date or day stated in the most recently published scheme
particulars as the date or day on which the authorised scheme’s annual accounting period is to end
int each year;

“accumulation unit”: see rule 2,05;

“affected person”; see rule 7.16;

“annual accounting period”: see rule 5.01;

“annual income allocation date”: see rule 9.02;

“annual report” means a report for each annual accounting period of an authorised scheme;,

“applicable law” in the case of a company scheme, means the law of the jurisdiction in which the
company is incorporated, and in any other case means the governing law specified in the scheme’s
principal documents;

“approved bank” means a person who is licensed under The Banking Supervision (Bailiwick of
Guernsey) Law, 1994 or is registered under The Banking Business (Jersey) Law, 1991 or is
authorised to carry on a banking or deposit-taking business under the law of any member State or
under the law of any other country or territory which may be listed in notices issued from time to
time by the Commission;

“approved law firm” means a firm of lawyers qualified under applicable law to practise that law
and approved by the Commission for the purposes of these rules;

“approved security”: see rule 5.07;
“associzte”, in re“approved derivative™: see rule 5.09;
lation to a body corporate, means:

(2) any mermber of the group of which that body corporate forms part;
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(b} any body corporate at least one-third of the issued equity share capital of which is
beneficially owned by that body corporate or an associate; or

(c): any officer of that body corporate or of any associate;..... .. ...

*aunditor” means the auditors for the time being of an authorised scheme;
“anthorised person™ has the same meaning as in the FSA;
“authorised scheme” means a Class A Scheme;

“base currency” means the currency specified in the principal documents as the base currency of
the authorised scherne;

“bearer certificate” means a certificate representing bearer units;

“business day” means any day normally freated as a business day in Guernsey and under the
applicable law of an authorised scheme;

“capital account” rneans an account relating to the capital property of an authorised scheme;

“gapital property” means the scheme property (other than income property and any amount for
the time being standing to the credit of the distribution account);

“cash” includes foreign currency;

“CGO system® means the computer based system operated by the Central Gilts Office of the Bank
of England to facilitate the transfer of securities, without the need for a writien instrument;

“class”, in relation to uniis, means, according to the context, all of the units related to a single sub-
fund or a particular class of units of an autherised scheme or 2 particular class of units related to a
single sub-fund;

“Class A Scheme” means a scheme which is declared by the Commission to be a Class A Scheme;
“Class B Scheme” means a scheme which is declared by the Commission to be a Class B Scheme;

“Class Q Scheme” means a scheme which is declared by the Commission to be a scheme falling
under The Collective Investinent Schemes (Qualifying Professional Investor Funds) (Class Q)
Rules 1998;

“class meeting” means a separate meeting of holders of a class of units;

“close out” in relation to a transaction entered into for an authorised scheme, means the entry into
a further transaction under which the obligation to deliver or receive which arises or may, at the
option of the other party to the transaction, arise under the original transaction is offset by an
equivalent and opposite obligation or right to receive or deliver;

“collateral” means any form of security, guarantee or indemnity provided by way of security for
the discharge of any lability arising from a transaction;

“commencement date” means the date on which these rules come into operation;
“Companies Law” means The Companies (Guernsey) Law 1994;
“company scheme” means any authorised scheme constituted as a body corporate;

“confracts for differences” means contracts the rights under which constitute an investment
falling within paragraph 2 (1)(h) of schedule I to theLaw;

“covered” in relation to a derivatives or forward transaction, see rule 5.51;

“CREST” means the system for evidencing and transferring title to securities without a written
instrument operated by CRESTCo Limited, a recognised clearing house and the operator of a
relevant system;

“current preliminary charge” (and “current charge”): see rule 8.02.2;



“dealing day” means the period in each business day (or in each other day when the manager of
an authorised scheme (or in the case of a company scheme, the company) is open for business)
during which the manager of an authorised scheme (or in the case of a company scheme, the
LI s company) keeps.its premises or.any. of them open to_the publicror otherwise available:for business = . " .
Cefaykid :

“dealing costs” include fiscal charges or commissions or other charges;
“dealing period” means the period between one valuation point and the next;
“debt securities” means:

() any investment falling within paragraph 2 (1)(b) of Schedule 1 1o theLaw; or

(b) any investment falling within paragraph 2(1)(e) of Schedule 1 to the Law which confers a
right related to an investment within paragraph (a) above;

“declaration of authorisation” means the declaration of the Commission that a scheme is an
authorised scheme under these rules;

“dedicated” in the context of an authorised scheme, means that the manager (or in the case of a
company scheme, the company) intends holders to participate in or receive:

{a) profits or income arising from the acquisition, holding, management or disposal of
imvestments or assets of the relevant description;

(b) sums paid out of profits or income in paragraph (a); or

{c) other benefits where expressly permitted under these rules;

“delivery by value” or “DBV” means a transaction type, described as “delivery by value”, used to
deliver and receive securities within CREST or through the CGQ system, as the case may be;

“deposit” has the same meaning as in section 2 of The Banking Supervision (Bailiwick of
Guernsey) Law, 1994;

“derivative”; see rule 5.09;
“derjvatives transaction” means a transaction in a derivative;

“dilution” means the amount of dealing costs incurred, or expected to be incurred, by the
authorised scheme to the extent that they may reasonably be expected to resuli, or have resulted,
from the acquisition or disposal of invesiments by the authorised scheme as a comsequence
{whether or not immediate) of the increase or decrease in the authorised scheme’s cash resources

resulting from the creation or cancellation of units over a period. For the purpose of this definition,

S dealing costs include both the costs of dealing in an investment and, where there is a spread
between the buying and selling prices of the investment, the indirect cost resulting from the
differences between such prices;

“dilution levy” means a charge of such amount or at such rate as may be determined by the
manager to be made in the case of an authorised scheme which has adopted a single pricing regime
for the purpose of reducing the effect of dilution;

“directors” means the dirsctors, or other members of the principal managing body, of a company
scheme, and “director” means any one of them;

“distribution account™: see rule 5.03.1;

“documents evidencing title” includes any means of evidencing title whether in documentary
form or otherwise;

“dual pricing regime” means a system of dual pricing adopted by an authorised scheme in
accordance with tule 4.01;

“eligible” in the context of a securities market, means any market which the manager of an
authorised scheme (or in the case of a company scheme, the company) is, for the time being,



entitled to regard as one through which more than 10% of the properiy of the authorised scheme
may be invested for the purposes of rule 5.06, and, in the context of a derivatives market, means
any market or exchange which the manager of an authorised scheme {or in the case of a company

~~gcheme, the company) is, for the time being; entitled to: regard-as one through which transactions =~ - =~

“existing scheme” means a scheme which on the commencement date was an authorised scheme;

“extraordinary resolution” means a resolution proposed and passed as an extraordinary or special
resolution at a meeting of holders duly convened and held in accordance with the rules and carried,
whether on a show of hands or on a poll, by a majority consisting of 75% (or any other proportion
specified under applicable law) of the total number of votes cast for and against such resolution at
a general meeting of holders or (as the case may be) class meeting, of which notice specifying the
intention to propose the resolution as an exfraordinary or special resolution has been duly given;

“FSMA” means the Financial Services and Markets Act 2000 of the United Kingdom;
“feeder fund™: see rule 2.06.8;
“Financial Services Authority” means the Financial Services Authority of the United Kingdom,;

“forward price” means a price calculated by reference to the valuation point next following the
manager’s agreement to sell or, as the case may be, to redeem the units in question;

“fund of funds”: see rule 2.06.9;

“futures” means contracts the rights under which constitute an investment falling within paragraph
2(1)(g) of schedule 1 to theLaw;

“futures and options fund”; see rule 2.06.4;
“geared futures and options fund™ see rule 2.06.5;

“generally accepted accounting principles” means the standard accounting practice or the
generally accepted accounting principles of; :

(a) the United Kingdony;

(b) the United States of America;

{c) Canada; or

{d) any other country approved in writing by the Commssion,

or the gemerally accepted accounting principles issued from time to time by the International
Accounting Standards Committee;

“Government and other public securities”: see rule 5.14.5;

“group” in relation to a body corporate, means that body corporate, any other body corporate
which is its holding company or subsidiary and any other body corporate which is a subsidiary of
that holding company. For the purposes of this definition;

(a) a company is deetned to be a subsidiary of another if (but only if):
(1) that other either:
(a) is a member of it and conirols the composition of its board of directors; or
{b) holds more than half in nominal value of its equity share capital; or

(i) the first mentioned company is a subsidiary of any company which is that other’s
subsidiary;

{t) (i) a company is deemed to be another’s holding company if (but only if) the other is
its subsidiary; and



(i) a body corporate is deemed the wholly owned subsidiary of another if it has no
members except that other and that other’s wholly owned subsidiaries and its or
their nominees; and

~(c) - any reference to-a-“company™in this-definition includes any body corporate;

“Guernsey” means the Bailiwick of Guernsey;

“guidance note” means any note or document issued by the Commission and incorporating
guidance in relation to any matter contemplated by or relating to these rules;

“half-yearly accounting period”; see rule 9.01;

“historic price” means a price calculated by reference to the valuation point immediately
preceding the manager’s agreementt to sell, or, as the case may be, to redeem the units in question;

“holder” in relation to & unit in an authorised schems, means the person who is entered in the
register as the holder of the unit or a bearer certificate or the first named holder in the case of joint
holders;

“income account” means an account relating to the income property of an authorised scheme;
“income equalisation”: see rule 9.07;

“income property” means all sums deemed by the manager of an authorised scheme (or in the
case of a company scherme, the company), after consultation with the auditor, to be in the nature of
income received or receivable by the frustee in respect of the scheme property, but excluding any
amount for the time being standing to the credit of the distribution account;

“income unit”; see rule 2.05;

“initial offer” means an offer for sale of units in an authorised scheme, or units in respect of a sub-
fund, (otherwise than pursuant to arrangements of the type described in rule 13.09 (reconstruction
and unitisation)) where all or part of the consideration paid to the trustee for the units is to be used
to acquire the initial scheme property of the authorised scheme, or the initial scheme property
attributable to the sub-fund;

“initial outlay™ see rule 5.52.2;

“initial price of units”: see rule 4.03.1;
“Interim accounting period”; see rule 5.06.1;
“Interim income allocation date’™: see rule 9.06;

“investment adviser” in relation fo the manager of an authorised scheme (or in a case of a
company scheme, the company), means a person who is retained by the manager (or the company)
under a commercial arrangement not being a mere contract of employment:

(a) to supply them with advice in relation to the authorised scheme as to the merits of
investment opportunities or information relevant to the making of judgements about the
merits of investment opportunities; or

(b) to exercise for the manager {or the company) any function concerning the management of
the scheme property;

“large deal” means a transaction in units of such size or description as is stated in the scheme
particulars;

“Y.aw” means The Protection of [nivestors (Bailiwick of Guernsey) Law, 1987,

“management agreement” means an agreement under which a person is appointed manager of an
authorised scheme other than a unit trust scheme to discharge the duties contemplated by these
rules to be undertaken by the manager;




“management securities” means securities in a company scheme which:

(a) are held solely for the benefit of persons employed or emgaged in or about the

{b) carry no right or expectation to participate, directly or indirectly, in any of the profits of
the company scheme; and

(c) on a winding-up or on redemption, carry no right to receive anything other than the refisn
of the price paid for the securities;

“manager” means:

{a) the designated manager;

(b) where there is a principal manager and a designated manager each such person; or
(<) where there is more than one designated manager each such person;

“margin” means cash or other property paid, transferred or deposited under the terms of any
contract for z derivative, and for these purposes cash or property shall be treated as having been
paid, transferred or deposited if it must be paid, transferred or deposited in order to comply with a
requirement imposed by the market on which the contract is made or traded;

“marketing” in relation to units in an authorised scheme and a particular country, means:

{a) issuing or causing to be issued in that counfry any advertisement inviting persons to
become or offer to become holders in that authorised scheme or containing information
calcuiated to lead directly or indirectly to persons becoming or offering to become holders
in that authorised scheme; or

(b) advising or procuring any person in that country to become a holder in that authorised
scheme,

and “to market” shall be construed accordingly;

“member State” means, at any time, in addition to a State which is a member of the European
Commmunity, any other State which is within the European Economic Area;

“money market fund”: see rule 2.06.3;

“mortgage” includes a charge, heritable security or other similar security created on or over an
immovable;

“near cash” means money, deposits or investments wiich fall within any of the following:
(2) money deposited with an approved bank which is in:
{i}  a current account; or

(ii} a deposit account, if the money can be withdrawn immediately and without
payment of a penalty exceeding seven days’ interest calculated at ordinary
cormmmercial rates;

{b) certificates of deposit issued by an approved bank if immediately redeemable at the option
of the holder of the certificate of deposit;

{c) Government and other public securities, if redeemable at the option of the holder of the
security or bound to be redeemed within two years;

(d) a bill of exchange issued by any government or body within rule 5.14 (Government and
other public securities); and

(e) deposits with a local authority of a kind which fall within paragraph 9 of part II of the first
schedule to the United Kingdom Trustee Investments Act 1961, and equivalent deposits
with any local authority in a member State, if the money can be withdrawn immediately
and without payment of a penalty as described in paragraph (a);



“nominal securities” means securities which, in the case of a company scheme, are issued to the
manager or its nominee solely for the purpose of preserving the share capital of the company,

_“notified point™: see rule 4.05.2;

“off-exchange” means otherwise than on or under the rules of an eligible derivatives market;

“off-exchange derivative” (or an off-exchange future, option or contract for differences): see rule
5.10;

“options™ has the meaning given in paragraph 2{1)(f) of schedule 1 to the Law and inrjludes, where
appropriate, contracts for differences resembling options;

“period of the initial offer”: see rule 4.02.2;
“preliminary charge™: see rule 8.03;

“premium” in relation to an option, means the total amount which the purchaser of the option is,
or may be, required to pay in consideration of the right to exercise the option;

“price” in relation to a unit, means the price of the unit calculated in accordance with Part 4 of
these rules;

“principal documents” in relation to:
(a) a unit trust scheme, means the trust instrument;

b a company scheme, means the articles of association of a Guernsey company (or an
equivalent document under the applicable law of a non-Guemsey body corporate), the
management agreement and the trustee agreement; and

{c) a collective investment scheme other than a unit trust scheme or a company scheme,
means the documents dealing collectively with the same or similar obligations and duties
as the principal documents constituting a unit trust scheme or a company scheme;

“prineipal manager” means the principal manager appointed under the principal documents;

“principal er notional principal” in relation to any derivatives transaction or forward transaction,
is to be interpreted as follows:

(a) “principal” means (except where (b) applies) the amount of property or the value of the
property which must be delivered in order to satisfy settlement of a derivative or forward
contract which is not a contract for differences;

(b) “principal” in the case of an option on a future, means the amount of property or the value
of the property which would be required under (a) in relation to the future; and

{c) “notional principal” means:
{0 in the case of a contract for differences which is an index derivative, the current

mark to market valuation of a contract for differences resembling a futures
contract or the exercise value of a contract for differences resembling an option
contract, as the case may be; and

(i) in the case of any other contract for differences, the notional lot size of a contract,
so that, for example, the notional principal in the case of a LIFFE short sterling
contract is £500,000,

“property fund”: see rule 2.06.6;
“purchase” in relation to an option, means acquiring the right to exercise the option;
*qualified auditor” means a person who holds a current practising certificate issued by:
(a) (i) The Institute of Chartered Accountants in England and Wales;

(ii) The Institute of Chartered Accountants of Scotland;



(ii) The Institute of Chartered Accountants in Ireland; or
{iv) The Chartered Association of Certified Accountants; or

" STT(b)” 4 body-oufside-the United Kingdom undertaking @ similar regulatory role and having

equivalent professional standards for membership as the bodies specified in paragraph (a);

“recognised scheme” means a scheme which is either declared to be an authorised scheme or a
recognised scheme under the provisions of the FSMA,;

“reconstruction” in relation to an authorised scheme (which in this definition includes a sub-
fund), is a scheme of arrangement whereby all or part of the scheme property of the authorised
scheme becomes the property (including the first property) of another body or scheme or of two or
more bodies or schemes and whereby holders in the authorised scheme being reconstructed receive
shares or units in that body or scheme (or those bodies or schemes) in exchange for the property
received into such bady or scheme (or bodies or schemes);

“redemption” in relation to units in an authorised scheme, means the purchase of units from a
holder by the manager as a principal;

“redemption charge”: see rule 8.05;

“register™; see rule 6.01;

“registrar” means the person who maintains the register;

“roll-up fund” means an authorised scheine consisting only of roll-up units;
“roll-up unit”: see rule 2.05;

“sale” in relation to units (except where the context otherwise requires), means the sale of units by
the manager as a principal;

“scheme” means:

(2)  aunit trust scheme;

(b) a company scheme; or

{c) a collective investment scheme other than a unit trust scheme or a company scheme;

“scheme particulars” means particulars of an authorised scheme prepared, revised and published
in accordance with Part 3 and Schedule 2;

“scheme property” means the capital property and the income property of an authorised scheme,
but in the case of a company scheme there shall be disregarded any property attributable to
management securities;

“securities fund”; see rule 2.06.2;

“short form accounts” means an abbreviated version of the relevant accounts of an authorised
scheme;

“single pricing regime” means a system of single pricing adopted by an authorised scheme in
accordance with rule 4.01;

“sub-fund” means a part of the scheme property of an umbrella fund that is pooled separately;

“subsidiary” has the meaning given in section 56(1} of The Banking Supervision (Bailiwick of
Guernsey) Law, 1994,

“synthetic cash™: see rule 5.51.5;
“synthetic future”: see rule 5.11;
“transferable security”: see rule 5.05;

“trustee” in relation to an authorised scheme, means the designated trustee in the case of a unit
trust scheme or designated custodian in the case of 2 scheme other than a unit trust scheme;



“frustee agreement” means an agreement under which a body corporate is appointed to hold the
scherne property of a scheme (other than a unit trust scheme) and to discharge the duties imposed
by these rules on the trustee;

manager and the trustee constituting the trust and includes supplemental instruznents;

“UCITS Directive” means the Council Directive No. §5/611/EEC (as amended) of the Council of
the European Communities relating fo undertakings for collective investment in transferable
securities;

“umbrella fund” means an authorised scheme which provides that the contributions of investors
and the profits or income out of which payments are to be made to them are pooled in separate
parts of the property and that investors in each separate part may exchange rights in one part for
rights in another and where the context so admits includes a recognised scheme which would be
defined as ap wmbrella fund if it were an authorised scheme;

“unit” means a unit or share or similar interest in an authorised scheme;

“unitisation” means a scheme of arrangement whereby the whole or part of the property of a body
or scheme becomes the property of an authorised scheme and whereby holders of shares or units in
the body or scheme receive units in the authorised scheme and references in this definftion to an
authorised scheme include a sub-fund of such an authorised scheme;

“unit trust scheme” means an authorised scheme under which the scheme property is held in trust
for the investors;

“valuation point”™: see rule 4.03.2;

“voting rights” means a right to vote at general meetings of a2 body corporate on all, or
substantially all matters;

“warrant”: see rule 5.08;
“warrant fund”: see rule 2.06.7,

“write” in relation to ar option, means the granting of the option.

NOTES
1. Any note contained in these rules forms part of them.
2 The Interpretation (Guemsey) Law, 1948 applies to the interpretation of these rules.
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2.02

Constitution of an Authorised Scheme
Explanation. An authorised scheme will be governed by its principal documents, which
must comply with Schedule | of these rules and must not contain any provision which is
unfair, misleading or insufficiently clear or which conflicts with any guidance note
issued by the Commission. A copy of the principal documents must be made available
for inspection by the public.

This Part lists the different categories of authorised scheme that may be formed. An
authorised scheme may not change from one category to another unless prior consent to
the change has been obtained from the Commission and the change has been approved
by a resolution of holders.

In accordance with these rules the principal documents of an authorised scheme must
state the type or types of unit of which the authorised scheme will consist For this
purpose the principal documents may cross-refer to the types of units described in this

n»ou

Part. These consist of “income units”, “accumulation wnits " and “roll-up units”.

Application of rules
All of these rules apply to a Class A Scheme.

Where these rules confer on the manager, or on the trustee, or on the directors of a company
scheme, or on any two of them or on all of them together a discretion to do or refrain from doing
an act of any description or to make a decision of any description, such person or persons may not
50 act, so refrain from acting or make such a decision if expressly forbidden to do so by any of the
principal documents.

A scheme which is an umbrella fund does not qualify to be authorised unless each sub-fund would,
if it were the subject of a separate application for authorisation, qualify for separate authorisation
under these rules.

Subject to rule 5.02.4, in the case of a scheme which is a feeder fund or a fund of funds the
Commission shall not designate the scheme an authorised scheme unless it is satisfied that any
scheme in which the authorised scheme invests or intends to invest is also an authorised scheme or
a recognised scheme.

The principal manager and the designated manager or, where there is more than one designated
manager, €ach such person shall be jointly and severally responsible for compliance with these
rules, provided that where:

(a) the principal documents provide for compliance with particular rules by the designated
manager, or where there is more than one designated manager, by one designated manager
only; and

() the Commission is satisfied that together the managers comply with these rules,

each such manager shall be severally responsible for compliance with the particular rules specified
under the principal documents.

The prineipal documents
The principal documents of an authorised scheme shall:

(a) comply with the requirements of Schedule 1;

(b) subject to paragraph (a) and paragraph 5, make no provision concerning matters which are
dealt with elsewhere in these rules.
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Part 5 has effect in relation to any authorised scheme subject to any restriction imposed by the
principal documents under paragraph 3 of Part I of Schedule 1.

The_principal documents_must not_include any provision which is unfair, misleading or

2.03

2.04

2.05

insufficiently clear or conflicts with any guidance note issued by the Commission on or before the
authorisation of the relevant scheme.

The manager and trustee of an authorised scheme shall operate and conduct the affairs of the
autharised scheme in accordance with its principal documents.

The principal documents may provide that, if any units are owned or held by any person in
circumstances which the manager (or in the case of a company scheme, the company) considers
might result in the authorised scheme or any holder incurring any liability to taxation or infringing
any law or rule or suffering any regulatory, pecuniary or administrative disadvantage which the
authorised scheme or holder might not otherwise have incurred or suffered, the units shall be
redeemed, cancelled or transferred and, if the principal documents contain such a provision, they
shall also provide the procedure for that redemption, cancellation or transfer,

Public availability of principal documents

The manager and the trusiee shall each make available a copy of the principal documents (and of
any subsequent amendmenis to the principal documents) for inspection free of charge by any
member of the public in accordance with paragraph 2.

The copy shall be made available at all times during ordinary office hours:

() in the case of the trustee, at the principal place of business in Guernsey where it carries on
the business of acting as the trustee of authorised schemes; and

) in the case of the manager, af the principal place of business in Guernsey where it carries
on the business of managing authorised schemes.

The manager and the trustee shall allow any person to obtain (on payment of a reasonable feg) a
copy of any of the principal documents,

Units

The interests of the holders in an authorised scheme shall consist of units (ncluding fractions of a
unit), each unit representing one undivided share in the scheme property; but this general rule is
modified in one special circumstance as set out in rule 2.05 4.

Types and classes of unit
Units may be of three types:

(a) income units, in respect of which income is distributed periodically to holders under rule
9.05;

(b) accumulation units, in respect of which income is credited periodically to capital under
rule 9.04; or

{c) roll-up units, in respect of which income is not distributed periodically to holders, but is
retained and forms part of the scheme property, and in respect of which the manager (or in
the case of a company scheme, the directors) shall determine what income is allocated to
the income account and what income is allocated to the capital account and any transfers
to be made between such accounts,

and an authorised scheme may consist of income units only, accumulation units only, roll-up units
only or a combination of income units and accurmnulation units, and the principal documents must
state the type or types of unit of which the authorised scheme will consist.

An authorised scheme may have units of different classes with different rights from any other class
of units in the authorised scheme, in which event the principal documents shall provide how the
proportion of the value of the scheme property and the proportion of income available for atlocation
attributable to each such class shall be calculated, Classes of units may comprise income units,
accumulation units, roll-up units or both income and accumulation units.
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3 ‘Without prejudice to the provisions of paragraphs 1 and 2:

(a) in the case of an authorised scheme which is not an umbrella fund, the principal
documents must not provide for any class of units in respect of which:

(6] the extents of the rights to participate in the capital property, income property or
distribution account would be determined differently from the extents of the
corresponding rights for any other class of units; or

(ii) payments or accumilation or retention of income or capital would differ in source
or form from those of any other class of units;

5] in the case of an authorised scheme which is an wmbrella fund, the provisions in paragraph
(2} apply to classes of units in respect of each sub-fund as if each sub-fund were a separate
authorised scheme;

(c) the prohibitions in paragraphs (a) and (b) shall not be regarded as breached by reason of
any difference between the rights attached to one class of units and another class of units
that relates solely to:

(i) the accumulation of income by way of periodical credit to capital rather than
distribution; and/or

(i1 charges and expenses that may be taken out of the scheme property or payable by
the holder; and/or

(iii)  the currency in which prices or values are expressed or payments made.

4 The system of single undivided shares in rule 2.04 is modified where both income and
accumulation units of the same class are in existence:

(a) since, when income is accurnulated and capitalised under rule 9.04, this is achieved by
increasing the nuinber (including fractions} of undivided shares which together constitute
the accumulation units of the same clags then in existence; and

(b) since any accumulation units issued thereafter must each represent when issued the same
musber (including fractions) of undivided shares in the capital property of the authorised
scheme as each other accumulation unit of the same class then in existence.

5 The principal documents of a roll-up fund or of an authorised scheme in which there are only to be
accurmulation units may, subject to applicable law, prohibit the distribution of income to holders.

2.06 Categories of scheme

1 An authorised scheme must belong to one only of the following categories:

{a) a securities fund;

(b) a money market fund;

(c) a futures and options fund,

(d) a geared futures and options fund;

(e a property fund;

3] a warrant find,

(2 a feeder fund;

(h) a fund of funds; or

(i) an umbrella fund.

2 A “securities fund” is an authorised scheme dedicated to transferable securities, excluding a
scheme which is a warrant fund, a feeder fund or a fund of funds.
3 A “money market fund” is an authorised scheme dedicated to:
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(a) deposits; and

(b} instruments creating or evidencing indebtedness which are not transferable securities,

10

11

whether with-or-without transferable securities

A “futures and options fund” is an authorised scheme dedicated to approved and other derivatives
{where most or all of the transactions are fully covered by cash, securities or other derivatives),
whether with or without transferable securities,

A “geared futures and options fund” is an authorised scheme dedicated to approved and other
derivatives (where most or all of the extent of investment is limited by the amount of property
available to be put up as initial outlay), whether with or without transferable securities.

A “property fund” is an authorised scheme dedicated to permitted immovables and property
related assets, whether with or without transferable securities.

A “warran{ fund” is an authorised scheme which would be a securities fund within paragraph 2
except that it is permitted to invest entirely in warrants.

A “feeder fund” is an authorised scheme dedicated to a single authorised scheme or recognised
scheme.

A “fund of funds” is an authorised scheme dedicated to a number of authorised schemes or
recognised schemes.

An “umbrella furd” is an authorised scheme as defined in rule 1.02 which has sub-funds which
consist of any of the categories (a) to (b} in paragraph 1.

An authorised scheme may not change from one category to another, nor may its objectives be
chanped so as to achieve that effect, unless prior specific consent to the change has been obtained
from the Commission and the change has been approved by a resolution of holders.

13



Part3-~-Scheme-Particulars

3.01

3.02

3.03

Explanation. The manager of an authorised scheme must draw up and keep up to date
scheme particulars {(which may, in the case of a company scheme, take the form of a
prospectus) that give information about the constitution, objectives and operation of the
authorised scheme and the persons responsible for il. Scheme particulars must include,
Sor instance, a description of the authorised scheme’s investment objectives and policy,
the arrangements for the management of iis investmenis and the types of expense that
may be deducted from the scheme property. In the case of a company scheme, the
scheme particulars and any revisions to them must be approved by the directors. This
Part covers who is responsible for the scheme particulars and what changes to them
require the prior approval of the holders.

Drawing up of scheme particulars

Scheme particulars, which may (in the case of a company scheme) take the form of a prospectus,
shall be drawn up by the manager of an authorised scheme (and in the case of a company scheme,
approved by the directors) and shall contain the matters specified in Schedule 2.

Scheme particulars may contain any other matter the inclusion of which is expressly contemplated
in these rules.

Awvailability of scheme particulars

The manager of an authorised scheme (and in the case of a company scheme, the company) shall
not market units in that scheme unless:

(a) scheme particulars have been drawn up in Englisk and, in the case of a company scheme,
approved in accordance with rule 3.01;

1) arrangements have been made for the scheme particulars to be available to enable the
manager (and in the case of a company scheme, the company) to satisfy those who accept
the offer referred to in paragraph 2; and

(c) a copy of the scherme particulars has been sent:
@ to the Commission; and
(i) 1o the trustee.

Subject to paragraph 3, the manager (and in the case of a company scheme, the company) shall not
effect any sale of units in the authorised scheme to any person (other than a holder of units in the
authorised scheme) until it has offered that person free of charge a copy of the scherne particulars
in English.

The requirement in paragraph 2 to offer a copy of the scheme particulars before effecting a sale of
units it the anthorised scheme does not apply if the sale is effected otherwise than in the course of
a conversation conducted face to face or by telephone, but the manager (and in the case of a
company scheme, the company) must send free of charge a copy of the scheme particulars to the
purchaser ifhe asks for it

False or misleading scheme particulars
Subject to paragraphs 4, 5 and 6, the person or persons responsible for the scheme particulars shall:

(a) ensure that the scheme particulars do not contain any untrue or misleading statement or
omit any matter required by these rules to be included in the scheme particulars; and

(b) without prejudice to any liability incurred apart from this rule, be lizble to pay
compensation to any person who has acquired any umits in the authorised scheme and
suffered loss in respect of them as a result of any such statement or omission.
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2

The following persons are responsible for the scheme particulars:

(a) each person who was a manager (and in the case of a company scherme, a director) of the
- ... authorised .scheme-when -the scheme -particulars -were- drawn up {or in the case of a

3.04

director,approved); ~—

()] each person who has authorised himself to be named, and is named, in the scheme
particulars as a manager (and in the case of a company scheme, a director) of an
authorised scheme or as having agreed to become a manager (and in the case of a
company scheme, a director) of an authorised scheme either immediately or at a future
time; and

(c) each person who accepts, and is stated in the scheme particulars as accepting,
responsibility for, or for any part of, the scheme particulars.

(a) A person shall not be responsible under paragraph 2(a) if the scheme particulars are
published without kis knowledge or consent and, on becoming aware of publication, he forthwith
gives reasonable public notice that it was so published; and

(b) where a person has accepted responsibility for only part of the scheme particulars, he is
responsible under paragraph 2(c) for only that part and only if it is included in the scheme
particulars in (or substantially in} the form and context to which he has agreed.

A person is not in breach of paragraph 1(a) and shall not incur liability under paragraph 1(b) if at
the time when the scheme particulars were drawn up (or in the case of a director, approved) he
reasonably believed, having made such enquiries (if any) as were reasonable, that the statement
was true and not misleading, or that the omission was proper, and that:

(2) he continued in that belief until the time of the relevant acquisition of unmits in the
authorised scherme;
(b) the acquisition took place before it was reasonably practicable to bring a correction to the

attention of potentizl purchasers;

{©) he had already taken all such steps as it was reasonable for him to have taken to secure
that a correction was brought to the atiention of potential purchasers; or

{d) the person who acquired the units was not materially influenced or affected by that
statement or omission in making his decision.

A person is also not in breach of paragraph 1(a) and shall not incur any liability under paragraph

1(b) if:

(a) before the acquisition 4 correction had been published in 2 manner calculated to bring it to
the attention of persons likely to acquire the units in question;

(o) he took all such steps as it was reasonable for him to take to secure such publication and
reasonably believed that it had taken place before the units were acquired; or

(c) the person who acquired the units knew at the time of his acquisition that the statement
was unfrue or misleading or of the omission.

For the purposes of this rule the revised scheme particulars shall be treated as different scheme
particulars from the scheme particulars to which the revision was made,

References in this rule to the acquisition of units include references to contracting to acquire thern.

Revision of scheme particulars

Scheme particulars shall be:

(a) revised immediately upon the occurrence of any materially significant change in the
matters stated therein or upon the arising of any rmaterially significant new matter which

ought to be stated therein in advance of an annual review so far as is necessary to take
account of that change or matter; and
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-+ -~~~ acompany scheme, the directors) to be insignificant.

(b) reviewed at least once in every 12 months, and revised o take account of any change or
any new matter, other than one which reasonably appears to the manager (or in the case of

3.05

ATTevision of the scheiné particiilars hay take the form of a complete substitation for the previous
scheme particulars or of a supplement to the scheme particulars but, whichever it is, the date as at
which the revision was made must be prominently displayed.

Without prejudice to rule 3.03.6, references in these rules to the scheme particulars drawn up in
accordance with rule 3.01 include references to the scheme particulars revised in accordance with
this rule.

This rule is subject to the procedural requirements affecting certain amendments to the scheme
particulars in rule 3.05.

Changes to scheme particulars

Subject to paragraph 3, any change to, or introduction of, any of the provisions of the scheme
particulars referred to in paragraph 2 shall require the prior approval of a resolution of the holders
or, in the case of a change that affects only the holders of the units of a particular class or classes,
resolution(s) of class meeting(s) of those holders.

The provisions referred to in paragraph 1 are those required to be included in the scheme
particulars in order o comply with the following paragraphs of Schedule 2 (including when the
paragraph listed applies to a sub-fund by virtue of paragraph 22(b)(i) of that Schedule):

{2) 11 (investment objectives and policy);

16)] 14{b)(i) {calculation, accrual and payment of the manager’s remuneration) except if it is a
change that is of minimal significance;

(c) 14(c) (other payments out of the scheme property); and
(d 20 (policy on dilution levy, if applicable),

and, in the case of the provisions included to comply with paragraphs 11 or 14(b) of Schedule 2 the
resolution giving the approval must be an extraordinary resolution.

Paragraph 1 shall not apply to a change to the scheme particulars which is required:

{2) salely to fulfil a requirement resulting from a change in the law (including = change to
these rules);

(b) in order to comply with paragraph 11(d) of Schedule 2 if the change is, in the context of
the investrnent policy of the authorised scheme or sub-fund concemed, of minimal
significance only, and the manager and the trusiee have so agreed in writing, or the
manager {or in the case of a company scheme, the company) has not less than 90 days
before the intended change:

() given notice in writing of the intended change to the trustee and the holders; and

(i) revised the scheme particulars to reflect the intended change and the date of its
commencement; or

(c) solely to reflect an amendment to the principal documents:

(i) made either in accordance with rule 11.14.3(a)(viii) or by a resolution passed at a
meeting or, when appropriate, class meeting, of holders and which is not a change
to any of the provisions of the scheme particulars included to comply with
paragraphs 11 or 14(b) of Schedule 2; or

{i1) of the type described in rule £1.14.3(b).

No significant departure may be made in the management of the scheme property of an authorised
scheme from the statements in its scheme particulars cuzrent at the relevant time in fulfilment of
the requirernents of paragraph 11 of Schedule 2.
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Explanation. - This Part-of-these-rules—pernmits—an-authorised-scheme to-issue units, ~

which may be of different classes. The price of a unit of any class is calculated by
valuing the scheme property attributable to units of that class and dividing that value by
the number of units of the class in issue. The valuation of the scheme property must be
in accordance with Section G of this Part.

The manager may hold units for its own account (in the "box"): so a purchaser of units
from the manager may receive units which have just been created or units that have
previously been issued (and have been redeemed by the manager from a previous
holder). In addition to selling and redeeming units for its own account, the manager
may arrange for the trustee (or in the case of a company scheme, the company) to issue
units directly to an investor or to redeem an investor s units,

The manager must be prepared to purchase units from an owner of units who wishes o
realise the value of them.

The price at which a unit of any class is created, cancelled, sold or redeemed will be
determined in accordance with the rules contained in this Part. The rules provide
separately for authorised schemes which have adopted a single pricing regime, and
authorised schemes which have adopted a dual pricing regime.

In the case of an authorised scheme which has adopted a single pricing regime, the
price at which a unit of any class is created, cancelled, sold or redeemed will be a single
mid-market price determined in accordance with this Part.

In the case of an authorised scheme which has adopted a dual pricing regime, the price
will be inside the bracket derived from these rules.

Units come into existence when they are created by the trustee on the instruction of the
marnager (or in the case of a company scheme, when the manager records the creation)
and the manager must then pay to the trustee cash (or other assets) for them.

Units cease io be in existence when they are cancelled by the trustee on the instruction
of the manager (or in the case of a company scheme, when the manoger records their
cancellation). Payment for cancelled units is normally made on the fourth business day
after the cancellation.

Section A General

4.01
i

3

General

In the case of a unit trust scheme, units may be created or cancelled by the trustee only upon the
receipt of written instructions given by the manager and in the case of a company scheme, units
may be created or cancelled only upon receipt by the company and the trustee of written
instructions given by the manager, but no units in a company scheme may be created or cancelled
without the consent of the trustee, In the case of a company scheme, units are created by the
company issuing such units and units are cancelled by the company redeeming such units.

An authorised scheme shall have the choice of adopting a single pricing regime or a dual pricing
regime and must state in the scheme particulars which regime has been adopted.

The manager and the trustee (or in the case of a company scheme, the directors) may elect to
change from one pricing regime io the otherprovided that such a change may only be made with the
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approval of the Commission and if, not less than 90 days before the change, the manager has given
notice in. writing to all holders of the change and of the date of its commmencement, and the mapager

“has revised the scheme particulars to teflect the change and the date of its commencement and has =~~~

trade the Tevised schoTne patticulars available i accordance with rule 3.04.

Section B Initial Offers

4,02
1

2

4.03

4.04

Introduction to this Part and to Section B
Rules 4,03 and 4.04 apply to, and to the period of, an initial offer of units in an authorised scheme.

The period of the initial offer is not to exceed 21 days and an initial offer must, subject to rule 4,04,
be kept open for the period of the initial offer,

Where an initial offer is of units in respect of a sub-fund, rules 4.03 and 4.04 shall apply as if
references in those rules to a unit were to a wmit in respect of that sub-fund.

Initial price
The price to be paid to the trustee for each unit of any class created during the period of the initial
offer shall be the initial price of a unit of that class as determined by the manager (and in the case

of a company scheme, the directors} and notified in writing to the trustee prior to the start of the
period of the initial offer.

For the purpose of paragraph 1 3 umit is treated as created during the period of the initial offer if the
manager had agreed to the sale of it or received an order for it to be sold before the close of the
period, and it was created only afterwards.

The manager shall, by the close of business on the fourth business day after the manager has
received the price from the purchaser, pay to the trustee the price of any unit agreed to be sold by
the manager during the period of the initial offer, unless payment by the manager is due earlier
under rule 4.06, but the manager may retain for its own account any preliminary charge made by it
under rule 8.03.

During the period of the initial offer, the manager shall not agree to arrange the creation of units
pursuant to rule 4.15 at a price other than the initial price (to which may be added, for the account
of the manager, any preliminary charge permitted uader rule 8.03).

The initial price of a unit shall (subject to rule 12.16) be expressed in the base currency of the
authorised scheme but during the pericd of the initial offer the manager may agree to sell and
arrange the creation of umits in any other currency, so long as the price in that other currency,
compared with the initial price, is not at the time of the agreement likely to result in any material
prejudice to the interests of holders or potential holders.

Where the initial offer is made in a counfry outside Guernsey, there may be added to the initial
price of units offered in that country an amount sufficient to cover additional duty or taxation
leviable in that country and the cost of the remittance of money to Guernsey.

Compulsory termination of initial offer

If the manager has reason to believe that if the current price of a unit in the base currency were to
be calculated by reference to a valuation taken forthwith, it would be likely to vary from the initial
price of that unit by 2% or more of the initial price, the manager may carry out such a valuation.

If:
(b the manager carries out such a valuation and it shows a variation of 2% or more; or

(c) the manager has reason to believe for the purposes of paragraph 1, but does not forthwith
carry out a valuation for the purpose of that paragraph,

then the period of the initial offer comes to an end and the manager must forthwith refrain from:

(i) agreeing to sell units at the initial price; and
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{ii) arranging for the trustee in the case of a umit trust scheme {or in the case of 2
company scheme, the company) to create units at the initial price except to fulfil

an obligation to sell or an order for the purchase of units at that price which it has

Section C Creation and Cancellation

4.05
1

2

4.06

4.07

Introduction

Rules 4.06 to 4.10 apply to the creation and cancellation of units.

In this Section, a “valuation point” means the valuation point fixed in accordance with rule 4.25,
whether on a periodic basis or for a particular valuation, and whers a valuation point falls outside
normal business hours in Guernsey, it shall be deemed (for the purposes of this rule, rule 4.07 and
rule 4.09) to be at 9.00 am on the following business day; and a “notified point” means a

subsequent moment, within two hours of a valuation point, and arrived at under paragraph 3.

If the manager wishes regularly to have 2 notified point, it may notify the trustee (and in the case
of a company scheme, the company) of its intention, indicating the period of time not exceeding
two hours after the valuation point at which it wishes the notified point to oceur, but any change in
the period is ineffective unless agreed upon by the trustee (and in the case of & company scheme,
the company).

Units in a company scheme shall be created or cancelled by virtue of the manager making a record
for the company of the creation or cancellation and the number of the units of each class concerned
(and, accordingly, the time of the creation or cancellation shall be the time at which the record is
made), and references in these rules to arrangerments for the company 1o create or cancel units shall

mean arrangements for making a record of such creation or cancellation.

Subject to these rules, the manager may af any time arrange for the trustee in the case of a unit trast
scheme (or in the case of a company scheme, the company) to create or to cancel units, and units
shall not be created or cancelied in any other manuer.

Creation of units

Subject to rule 13.09, the manager may arrange for the trustee in the case of a unit trust scheme {or
in the case of a company scheme, the company) to create units in exchange for assets other than
money provided that the trustee is satisfied that the acquisition of the assets in exchange for the
units to be created is not likely to result in any material prejudice to the interests of holders or
potential holders.

The manager shall by the close of business on the fourth business day next after the creation of any

units:

(a)
(0)

pay the price of the units (if it remains unpaid) to the trustee in cash or in cleared funds; or

in the case of an exchange under paragraph 1, ensure transfer to the trustee of the assets io

be taken in exchange.

In 4 case of an exchange under paragraph I, the manager must ensure that the beneficial interest in
the assets is transferred to the trustee in the case of a unit trust scheme (or in the case of a company
scheme, the company) with sffect from the creation of the units, even if the legal ownership is not
then transferred to the trustee.

This rule shall apply to a unit created during the period of the initial offer (and for this purpose the
time of creation shall not be governed by rule 4.03.2).

Creation of unifs: to meet the manager’s obligation to sell

Where at any valuation point the manager has any outstanding obligation to sell units of any class,
then it must amrange for the trustee in the case of a unit trust scheme (or in the case of a company
scheme, the company) before:

(a)

two hours have elapsed since that valuation poeint; or
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{b) the next valuation point (if it is to ocour within two hours of the valuation point mentioned
in paragraph (a)),

4.08

4.09

immediately before the valuation point {or notified point if there is one).

Canceliation of units

The manager shall not arrange for the cancellation of units of any class if, or to the extent that, by
s0 doing the manager would be prevented from immediately fulfilling any outstanding obligation
to sell units of that class which had been assumed before the relevant valuation point (or notified
point if there is one).

For the purpose of paragraph 1, the manager shall take account of all units sold or redeemed by
reference to the relevant valuation point (or notified point if there is one),

On the cancellation of units the trustee shall {on behalf of the company in the case of the company
scheme), within the period specified in paragraph 4, pay the price of the units to or fo the order of
the holder or the manager (as the case may be).

Payment need not be made prior to delivery to the trustee of such evidence of the tifle to the units
as may be reasonably required but, subject to this, the period expires at the close of business on the
fourth business day next after the cancellation of the units; however, where the manager has not
ensured that the scheme property includes or will include sufficient cash in the appropriate
currenicy (or a sufficient facility to borrow without infringing any restriction in Part 5) within that
period, the period is extended, for any relevant currency, until the shortage is rectified.

Paragraph 3 does not apply where units are cancelled following a redemption for property
transferred or sold under mie 4.18.

Price of a unit ,
Subject to paragraph 3, the price of a unit of any class shall be calculated as follows:

(2) take the proportion, attributable to the units of the class in question, of the value of the
scheme property (excluding the distribution account), calculated by reference to the most
recent valuation of that scheme property in accordance with Section E: in the case of an
authorised scheme which has adopted a dual pricing regime, the relevant valuation shall be
taken on the creation basis in relation to the price of a unit on creation and shall be taken
on the cancellation basis in refation to the price of 2 unit on cancellation;

®) compute the nmunber of upits of the relevant class which are in existence prior to the
valuation in paragraph {a);

(c) divide the total at paragraph (a} by the number of units at paragraph (b);

(d) express the result in the base currency or, when appropriate, the currency of designation of
the units in question, or else comply with paragraph 2; and

{e) express the price in a form that is accurate to at least four significant figures.

A currency other than a cwrency referred fo in paragraph 1(d) may be used if the manager is
satisfied that the rate of exchange between the two currencies is not likely to result in any material
prejudice to the inferests of holders or potential holders,

A method of calculation other than that in paragraph 1 may be used as long as the manager is sure
that it is bound to produce the same result.

‘Where any creation or cancellation is made at a time which is less than two hours after the last
valuation point and before the next valuation point, it must be made by reference to the price of the
relevant class of units calculated (or being calculated) for the last valuation point.

Any creation or cancellation to be made more than two hours after the last valuation point must be
made by reference to the price of the relevant class of units next to be calculated and made only
after the next valuation point has been reached.
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6 In the case of a money market fund, in determining the price at which units may be created, issued,
cancelled, redeemed or converted the manager may take into account interest, original issue
discount, and other receipts mminus expenses and other cutgoings that shall accrue between the

relevant-valuation-point-and:the-date on-whick-settlement-of thetransaction isto-take ‘place-in————== =
accordance with thig principal documents provided that the policy of the manager shall be disclosed
in the scheme particulars.

410  Modification to number of units created or cancelled

1 The mumnber of units created or cancelled may be modified by the manager provided that:

(8) the manager ensures that any appropriate consequential payment as between the manager
and the scheme property is made; and

() the requirerments of paragraph 2 are satisfied.

2 The manager may make a modification under paragraph 1 only with the agreement of fhe trusiee
and the frustee may not agree unless it is reasonably satisfied:

(2) that the purpose of the modification is to rectify the consequences of an error which relates
to the number of units held by the manager, or created or cancelled in conpection with the
sale or redemption of units by the manager; and

(b) that in view of the quality of the manager’s conirol systems the circumstance that resulted
in the error in question is an isolated one and is unlikely to recur.

3 A modification under paragraph 1 shall be of no effect unless the corrected number of units is
calculated by the end of the business day next following the relevant valuation point, or, if the
trustee agrees, within the payment period applicable fo the original creation or cancellation under
rule 4.06.2 or 4.08 4.

Section D Sale and Redemption

Explanation. There are two main ways in which the units in an authorised scheme can
be bought or sold by an investor. One method is by dealing with the manager as
principal, in which case units will be sold or redeemed by it. The other way is when the
manager is acting as agent for the trustee (or in the case of a company scheme, the
company) in which cose units will be sold or redeemed by the manager for the trustee
(or in the case of a company scheme, the company). These rules seek to ensure, so far
as possible, that the investor receives equitable treatment whether the manager is acting
as principal or as agent.

4,11 Introduction

1 Rules 4.12 to 4.14 and 4.16 to 4.18 apply, so far as the context permits, to creations and
cancellations of units effected or to be effected by the trustee in the case of a unit trust scheme (or
in the case of a company scheme, the company) under rule 4.15.

2 1f the manager deals under these rules in a currency other than the base currency, or the currency of
designation of a unit class, the rate of exchange as between the currencies is to be determined by it
80 as to be fair to the person with whom, or on whose behalf, it deals.

4,12  Manager’s obligation to sell

1 Subject to Part 13 and the authorised scheme having units in issue, the manager must at all times
during the dealing day be willing to sell units in the authorised scheme and, subject to paragraph 2,
it must, at the request in writing of any person, agree to sell units of at least one class or, in the case
of an umbrella fund, one class in respect of each of its sub-funds (excluding any sub-fund in
respect of which no units are in issue), to that person.

2 The manager’s obligation to sell units pursuant to paragraph 1 does not apply:
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(a) if the manager has reasonable grounds, relating to the circumstances of the person
concerned, for refiising to sell units to him; or

4.13

4.14

(b) if the number or. value of the units sought to.be.purchased-is-less-than any number-or-value

held.
The price at which the manager shall sell a unit shall be determined in accordance with Section E.

Units must be sold in the base currency or the currency of designation of the class concerned,
unless the person concerned requests and the manager agrees that the units should be sold in
another currency.

Manager’s obligation to redeem
Subject to Part 13 and except during the period of the initial offer, the manager must at all times
during the dealing day be willing to redeem units in the authorised scheme; and, accordingly, must

at the request in writing of any holder agree to redeem units owned by that holder at a price arrived
at under these rules.

Paragraph 1 does not apply:

(a) if the number or value of the units sought to be redeemed is:
i) less than the entirety of the holder’s holding of units of the class concemned; and
(i) less than any number or value stated in the scheme particulars as the minimum

number or value that may be redeemed;

{b) if the number or value of the units sought to be redeemed would result in the holder
holding less than any number or value stated in the scheme particulars as the minimum
number of units of the class concerned that may be held;

() if the manager in the case of a unit trust scheme (or in the case of a company scheme, the
corupany) ensures that the holder is able to sell his units on an investment exchange at a
price not significantly different from the price at which they would have been redeemed;
or

(d) where units are redeemed in return for property transferred or sold under rule 4.18.

The amount to be paid by the manager as the procesds of redemption of a unit shall be determined
in accordance with Section E.

Payment on redemption

On agreeing to redeerm units, the manager shall, within the period specified in paragraph 2, pay the
appropriate proceeds of redemption (less, where applicable, the cost of remitting the sum abroad)
to the holder.

The period expires at the close of business on the fourth business day next after the later of:

68 the valuation point immediately following receipt by the manager of the request to
redeem; or '
(if) the time when the manager has all duly executed instruments and authorisations

as effect (or enable the manager to effect) transfer of title fo the units.

This rule does not apply where the manager is not redeeming units in accordance with this Part of
these rules but is buying them as principal on an investment exchange and settflement will be in
accordance with the rules of that exchange.

Nothing in this rule shall require a trustee or a company to part with money in respect of a
cancellation or redemption of units where it has not yet received the money due on the earlier
creation or sale of those units, or where it considers it necessary or appropriate to camry out or
complete identification procedures in relation to the holder or ancther person pursuant to
applicable law or any other obligation.

"“stated in the scheme particulars as the minimum number or value that may be purchasedor =~



4,18 Creation and cancellation through the manager when nof acting as principal

1 At the request of any persen, the manager is obliged (1) to arrange for the trustee in the case of 2
unit trust scheme (and in the case of a company scheme, the company) to create units under this
*h——rﬂmwmhamrwmdmmmmlmmmwﬁ'mwr—_—
manager has not received payment on account of an amount estimated by it to be sufficient to meet
the price of the units, and (2} to arrange for the trustee in the case of a unit trust scheme (and in the
case of a company scheme, the cornpany) to cancel under this rule units held by that person in any
case where it would otherwise be obliged to redeem them under rule 4.13.

2 The price of a unit created or cancelled under this rule must be the price of a unit of the relevant
class nofified to the trustee in respect of the next valuation point after the request referred to in
paragraph 1.

3 {(a) In the case of a creation, the manager may require to be paid in addition to the price under
paragraph 2:

i) for the account of the trustee in the case of a unit trust scheme (or in the case of a
company scheme, the company), any dilution levy penmitted under rule 4.23; and

() for the account of the manager, any preliminary charge permitted under rule 3.03.

() In the case of a canceilation, the manager may require to be deducted from the proceeds
otherwise payable:

(1 for the account of the trustee in the case of a unit trust scheme (or in the cass of a
company scheme, the company), any dilution levy permitted under rule 4.23; and

(i) for the account of the manager, any redemptios charge permitted under rule 8.05.

4 The manager shall pay to the frustee in accordance with rule 4.06.2 the price of any units created
uader this rule whether oz not the manager has received the same from the investor.

4,16  Natification of price to the trustee

1 Forthwith upon completion of a valuation under Section G (whether regular or otherwise) the
manager shall notify the trustee of the price or prices of a unit or unit of each class or type (as the
case may be), including, in the case of an authorised scheme which has adopted a dual pricing
regime, the creation price, the cancellation price, the maximum sale price and the minimum
redemption price, as determined for the relevant valuation point and of the amount of any dilution
levy applicable in respect of any creation or cancellation of units.

2 Each notification under paragraph 1 shall inciude a statement of the number of units {or units of
pu each class) owned by the manager at that valuation point (or notified point if there is one).

4.17  Publication of prices

1 In the case of an authorised scheme which is declared to be a recognised scheme under the
provisions of the ESMA, where the manager holds itself out as willing:
(2) to sell or redeem units (or units of any class); or
(b) to arrange for the trustee in the case of a unit trust scheme (or in the case of a company

scheme, the company) to create or cancel units (or units of any class) under rule 4.15,

it must make public the prices of units of each of those classes, inclading, in the case of an
authorised scheme which has adopted a dual pricing regime, maximurm sale and minimum
redemption prices.

2 The prices made public under paragraph 1 are to be the price or prices last notified to the trustee
under rule 4,16 or, in the case of publication in a newspaper, last notified before the relevant
newspaper ceased fo accept material for publication in the relevant edition.

3 The prices to be made public under paragraph 1 must be published in at least one national
newspaper in the United Kingdom, except in respect of any class of units that is marketed
predorminantly outside of the United Kingdom.
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Where the manager holds itself out as willing to sell and redeem units {or, as the case may be, to
arrange for the trustee in the case of a unit trust scheme (or in the case of a company scheme, the
company) to create or cancel units under rule 4.15) in any other jurisdiction, it must also comply

4,18

~witlr any-ules Telating 1o the-publication of prices Which may-be-provided for-im e 1w of that

jurisdiction.
In specie cancellation

If a holder requests the cancellation of units the manager may arrange that in lieu of payment of the
price for the units in cash the manager shall cancel the units and {ransfer scheme property or, if
required by the holder, the net proceeds of sale of the relevant scheme property to him, provided
that:

(a) the scheme particulars contain a statement describing the circumstances in which the
manager is permitted o arrange for, and describing the procedures for, a cancellation of
units in the manner deseribed above;

()] the mapager gives written notice to the holder before the proceeds of the cancellation
would otherwise become payable in cash, that in lieu of such payment the trustee will
transfer scheme property (or the net proceeds of sale of the relevant scheme property) to
the holder; and

the scheme property to be transferred (or sold) is selected by the manager in consultation
with the trustee and the selection is made with a view to achieving no more advantage or
disadvantage to the holder requesting cancellation of his units than to the continuing
holders,

Notwithstanding paragraph 1, the manager shall not, acting as a principal, cancel units other than
for payment in cash.

Section E Sale and Redemption Prices

The following diagram relates only to authorised schemes which have adopted a dual
pricing regine.

In the two illustrations below, the prices in capitals (e.g. CREATION PRICE) are fixed
by the rules, and the other items are arrived at by the manager within limits so fixed.
Figure A shows how managers in an expanding fund operate, and Figure B is typical of
a contracting fund.
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EXPLANATORY DIAGRAM: DUAL PRICING

{“Creation Basis™)

LEVEL ABOVE WHICH MAXIMUM
SALE PRICE CANNOT BE FIXED

Preliminary charge ——

Normal

I dealing

spread

CREATICN PRICE \,

Minimum redemption price / Normatl
_________________________ - dealing
spread

(“Cancellation Basis™)

LEVEL ABOVE WHICH MAXIMUM
SALE PRICE CANNOT BE FIXED

Maximum sale price

CREATION PRICE

CANCELLATION PRICE BELOW
WHICH MINIMUM REDEMPTION
PRICE CANNOT BE FIXED

Note:

CANCELLATION PRICE BELOW
WHICH MINIMUM REDEMPTION
PRICE CANNOT BE FIXED

On  cancellation basis, the manager witl normally be selling units
which it has glready redecmed, and therefore it may retzin the
difference between the redemption iice and the sale price instead
of taking a preliminary charge.
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4.19

Sale price: single pricing
In the case of an authorised scheme which has adopted a single pricing regime, the manager shall

.. not sell a.unit for more than the price of a unit of the relevant class notified or to be notified to the

4.20

421

4.22

trustee in respect of the last valuation point (or, for a sale at a forward price; to be notified to the
trustee in respect of the next valuation point) to which may be added:

(a) any preliminary charge permitted under rule 8.03; and

() any dilution levy permitted under rule 4,23,

Sale price: dual pricing

In the case of an authorised scheme which has adopted a dual pricing regime, except in the case of
a large deal, the manager shall not sell a unit for more than the maximum sale price, that is the
price of a unit of the relevant class fixed by the manager and notified or to be notified to the
trustee in respect of the last valuation point (or for a sale at a forward price, to be notified to the
trustee in respect of the next valuation point): and the maximum sale price itself must not exceed
the total of:

(=) the relevant creation price; and
{b) any preliminary charge permitted under rule 8.03.

In the case of  large deal, the manager’s sale price for 2 unit may exceed the maximum sale price
but must not exceed the limit above which the maximum sale price could not have been fixed.

The manager’s sale price for 2 unit must not be less than the minimum redemption price under rule
422.1.

In applying this rule to dealings after a valuation point but before the price relating to that point
has been fixed and notified, the maximum sale price will be the one next to be notified to the
trustee in respect of that point or, where relevant, the next point.

Redemption price: single pricing

In the case of an anthorised scheme which has adopted a single pricing regime, the amount to be
paid by the manager as the proceeds of redemption of a unit shall not be less than the price of a
unit of the relevant class notified or to be notified to the trustee in respect of the last valuation
point (or, for a redemption at a forward price, to be notified in respect of the next valuation poinf)
less:

(a) any redemption charge permitted under rule 8.05; and
(b) any dilution levy permitted under rule 4.23.

Redemption price: dual pricing

In the case of an anthorised scheme which has adopted a dual pricing regime, except in the case of
a large deal, the manager’s price for redemption of a unit shall not be less than the minimum
redermption price of a unit of the relevant class notified or to be notified to the trustee in respect of
the last valuation point (or for a redemption at a forward price, to be notified in respect of the next
valuation point}: and the minfmum redetmption price shall not be less than the relevant cancellation
price.

In the case of a large deal, the manager's redemption price for a unit may be less than the
minimum redemption price but must not be less than the relevant cancellation price.

The manager’s redemption price for a unit shall not exceed the relevant creation price under rule
420.1(2).

In applying this rule to dealings after a valuation point but before the price relating to that point
has been notified, the minimurmn redemption price will be the one next to be notified to the trustee
In respect of that point, or where relevant, the next point,

The amount payable as proceeds of redemption may be arrived at after deducting any redemption
charge permitted under rule 8.05
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4.23

Dilution levy
Explanation, Ar authorised scheme may suffer dilution (reduction) in the value of ifs
scheme property as a result of the costs incurred in dealing in its underlying investments

and of any spread between the buying and selling price of such-investments. With a view
to countering this, in the case of an authorised scheme which has adopted a single
pricing regime, the manager is permitted to require the payment of a dilution levy, as an
addition to the price of units on their creation or sale, and as a deduction on their
redemption or cancellation. There are provisions to prevent the levy being imposed
twice on both the creation and sale, or redemption and cancellation of ¢ unit.

In the case of an authorised scheme which has adopted a single pricing tegime, the manager shall
have the power to require either or both of:

(a) the payment of a dilution levy in respect of the creation or sale of units or any class of
units; and
) the deduction of a dilution levy in respect of the redemption or the cancellation of units or

any class of units.

Any such payment or deduction shall become due at the same time as payment becomes due in
respect of the relevant creation, sale, redemption or cancellation,

A dilution levy may be imposed only in a manner that is, so far as practicable, fair to all holders
and potential holders, but the imposition of a dilution levy (or a higher dilution levy) in respect of
large deals in a manner described in the scheme particulars current at the time of the deal shall not
be considered unfair,

If the manager receives a dilution levy in respect of any unit sold by it, it shall forthwith pay it to
the trustee to become part of the scheme property, except to the extent that it has already been paid
by the manager to the trustee on the creation of the unit in the name of the manager.

If the manager deducts 2 dilution levy from the proceeds of redemption of 2 unit redeemed by it, it
shall forthwith pay it to the trustes to become part of the scheme property, but if the same unit
shall be cancelled, any dilution levy that would otherwise then be deducted from the proceeds of
cancellation shall be reduced to the extent that it has already been paid by the manager to the
trustee on the redemption.

Section F Forward and Historic Pricing

Explanation. There are two different ways in which a manager may sell or vedeem
units; these are at forward and historic prices. A forward price is one to be fixed at the
next valuation point, while a historic price is one fixed on the basis of the last valuation.

The two pricing systems have different characteristics. The investor knows that a
Jorward deal will be fairly priced at the next valuation point, but if he is investing a
specified sum, he does not know until then how many units he will receive (or, if ke is
seeking to redeem, how much he will receive in cash). The investor knows, by contrast,
that a historic deal may well represent an outdated price (though not by more than 2%),
but is able to know at the time of the deal how much he must pay (or will receive) or the
time of the relevant valuation which will be relevant to that price.

The rules generally express a preference for forward pricing in that there are numerous
occasions when a price must be forward, whether the manager chooses to deal in that
way or not. Creations or cancellations by the manager as agent for the trustee (or in
the case of a company scheine, the company} under rule 4.15 are always at a forward
price.
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The following diagram sets out the arrangements for creation prices and sale prices in
the period between one valuation point and the next. In doing so, it takes account of
Table 4.1 below, and also of earlier provisions in this Part, including rule 4.12.
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EXPLANATORY DIAGRAM: PRICING AT AND AFTER VALUATION POINT
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Note 1 1In this diagram:
= forward price basis
= historic price basis
= (time of) arrangements for issue
= (time of) notification of trustee of price
= {period of accrual of) obligation to sell units
= sale price
= valuation point
Note 2 Case A applies whether the valuation is completed within 2 hours or not.
Note 3 Case B applies provided that:
{a) the manager has not elected to change to forward dealing under Table 4.1, rule 5; or

)] the value of the scheme property has not varied by 2% or more.

Note 4 This diagram ignores some additional complexity, including the (voluntary) “notified point”
system for determining the amount of creations or cancellations required.
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4.24

Forward and historic pricing

1

basis of forward prices or on the basis of historic prices, and its power to choose, or ifs duty to
operate on one basis only, is conditioned by Table 4.1.

Paragraph 1 does not apply to warrant funds, geared futures and options funds, and property funds
nor to any sub-fund of an umbrella fund designated as such.

Prices for the sale and redemption of units in funds or sub-funds to which paragraph 2 applies are
1o be on a forward basis only.

Table 4.1 - Forward or historic pricing

8

RULES
Notes

In this Table “F Only” means that any price agreed upon must be a forward price; “I” means that
any price agreed upon must be a historie price unless the manager is required by the Table to deal
at & forward price. “General dealing” means in relation to all sales and redemptions agreed upon
during the remainder of the relevant dealing pericd {except those that are agreed upon individual
deviations); and an “individual deviation” is a decision, in relation to a particular transaction,
covered by the rules in Section 3 of the Table.

This Table does not apply to an initial offer.
Section 1 General dealing

Manager’s choice. The scheme particulars must state the manager’s choice for H or else for F
Only.

If the manager’s current choice under Table 4.1, rule 1 is F Only, all its deals must be at a forward
price.

A manager may not choose H if its normal amangements for valuation envisage valuations more
than one business day apart.

The remainder of this Table applies to a manager with a current choice of H.
It may at any tiroe elect for F Only in respect of the rest of the then current dealing period.

If the manager binds itself to switch from H te F Only at 2 certain point in each dealing period, this
must be stated in the scherne particulars.

An election for (or switch to) F Only will last until the end of the dealing period and will then
lapse.

For general dealing purposes, redemptions must be on the same basis as sales.

Section 2 General dealing: duty to adopt forward pricing

9

10

11

Market movement: F Only applies once the manager knows or has reason to believe that there
would be a 2% or greater difference between the current value of the scheme property, if
immediately valued and the last calculated value of the scheme property (taking that as 100% for
this purpose}, but decides not to carry out an additional valuation under rule 4.235,

Valuation taking over two hours: F Only applies if a new price for units of each class has not
been notified to the frustee (and in the case of a company scheme, the company) after two hours (or
such longer period as the trustee may agree with the manager generally or in any specific case)
from the valuation point.

In the case of an authorised scheme which bas adopted a dual pricing regime, Table 4.1, rule 10
does not apply if, within two hours (or such longer period as the trustee may agree with the
manager generally or in any specific case) of the valuation point, the manager has notified the
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trustee of the basis {creation or cancellation) on which the next prices will be fixed, and of the

spread—{reckoned-in-percentage—or—money—terms)-between—the -maximum-sale-price -and-the——————— -~
i edemption price. e A

12 F Only under Table 4.1, rules 9 and 10 will start when the relevant moment arrives, will last vntil
the end of the dealing period and will then lapse.

Section 3 Individual deviations

13 Table 4.1, rules 14 to 17 apply in relation to an individual transaction without affecting the general
position arrived at under Sections 1 and 2.

14 Request: F Only applies if the applicant for sale or redemption so requests.
i5 Large deals: F Ounly applies, if the manager so decides, in the case of a large deal.

16 Postal deals; F Only applies if the order or offer reaches the manager through the post or any
similar form of one-way communication.

17 Creation or cancellation through the manager when not acting as principal: F Only applies in
the case of a creation or cancellation under rule 4.135.

Section 4 Notification to trustee (and company)

18 The manager must notify the trustee (and in the case of a company scheme, the company) of the
fact and time of any adoption of F Only under Table 4.1, rule 5 or Section 2.

Section G Valuation

Explanation. This Section includes provisions which relate to valuation of the scheme
property of an authorised scheme for the purposes of determining the price of @ unit.

4.25  Valuation of the scheme property

] For the purposes of determining in accordance with these rules the price at which units of any class
in an authorised scheme may be created, cancelled, sold or redeemed, the manager shall carry out a
valuation of the scheme property at each valuation point for the authorised scheme or the sub-fund
{as the case may be),

2 There must be at least two valuation points in each calendar month and if there are only two
valuation points in any calendar month they niust be two weeks or more apart.

3 The frequency of regular valuation points shall be specified in the schermne particulars.

4 Notwithstanding paragraphs 2 and 3, no valuation points are required during the period of any

initial offer (but see rule 4,03).

5 The manager may determine to have an additional valuation point and to carry out an additional
valuation of the scheme property (or the schemre property related to a sub-fund) at any time if it
considers if desirable to do so.

6 Prior to any additional valuation point the manager shall inform the trustee (and in the case of a
company scheme, the company) of it.

7 Part 12 provides additional or special valuation provisions for certain categories of scheme.

8 An investment included in the scheme property for which different prices are quoted according to

whether it is being bought or sold, in the ¢case of an authorised scheme which has adopted a single
pricing regime, shall be valued af its mid-market price and, in the case of an aufhorised scheme
which has adopted a dual pricing regime, shall be valued in two parts, one at its offered or buying
price (plus dealing costs) and one at its bid or selling price {less dealing costs).
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Any part of the scheme property of an authorised scheme that is not an investment shall be valued
a.t 4 fal‘rva‘].ue S— - - wovmre e PRV P - - e e e B - e . . .

10

11

12

13

For the purposes of the preceding paragraphs, in the case of an authorised scheme which has
adopted a single pricing regime there shall be excluded from the value of an investment or other
part of the scheme property any dealing costs (that is to say fiscal charges or commissions or other
charges) that were paid or would be payable on the acquisition or disposal of the investment or
other part of the scheme property.

There shall be deducted from scheme property an estimated amount for any tax Habilities
including, but not limited to, tax on realised or unrealised capital gains, on income and any other
fiscal charges which have accrued and are payable out of the scheme property.

There shall be deducted from scheme property :-

(i) an estimated amount for any Liabilities payable out of the scheme property (ireating any
pericdic items as aceruing from day to day);

{if) the principal amount of any outstanding borrowings whenever payable and any accrued
but unpaid interest therson;

(iii)  the value of any option written if the premium for writing the aption has become part of
the scherne property;

(iv) in the case of a margined contract, any amount reasonably anticipated to be paid by way of
variation margin (that is, the difference in price between the last settlement price, whether
or not margin was then payable, and the price of the coniract at the valuation point).

There shall be added to scheme property :-

(D) an estimated amount for accrued claims for repayment of any tax levied on capital, capital
gaing or income;

(if) any other credit due to be paid into the scheme property;

(ifiy  in the case of a margined contract, any amount reasonably anticipated to be received by
way of variation margin (that is, the difference in price between the last settlement price,
whether or not variation margin was then receivable, and the price of the confract at the
valuation point).
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Part 5 - Investment and Borrowing Powers

Explanation. This Part contains provisions in respect of the investment and borrowing
powers of an authorised scheme. Section A (general), applies to all the categories of
authorised scheme described in rule 2.06: the same is also true of Sections K, L, M and
N. Section A provides the overview; Section K deals with the concept of efficient
portfolio management; Section L deals with stocklending; Section M regulates powers
of holding cash, borrowing and lending; and Section N contains miscellaneous
material. The remaining Sections (B to J) deal one by one with the different categories
of authorised scheme as follows (the initials after each are useful for the explanatory
table which follows):

B securities funds (SF);

C  money market funds (MMF};

futures and options funds (FOF);

geared fitures and aptions funds (GFOF);
property funds (FPF);

warrant funds (WE);

Sfeeder funds (FF);

I funds of funds (FFS); and

moQ m o

J umbrella finds (UF).

The general pattern emerging from this Part may be summarised in the following Table:
it is, however, indicative only and does not include all the detail in the Part. Umbrella
Junds are not treated separately in the Table.
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.~ TABLE: OVERVIEW OF INVESTMENT AND BORROWING POWERS - - <-cnee -

INDICATIVE TABLE ONLY (not to be relied upon)

TYPE OF SCHEME
POWER CONCERNING SF MMF FOF GFOF P¥ WF FF/
FF3
1 Transferable securities YES 80% YES YES 80% YES NA
1.1 Transferable but not approved 10% NA 10% 10% 10% 10% NA
1.2 GOPS 35% 35% 5% 35% 35% 35% NO
or or or or ar
100% 100% 100% 100% 100%
1.3 CIS Units 5% NO 5% 5% 5% 5% YES
1.4 Warrants % NA 5% 5% 5% 100% NO
2 Cash (and Near Cash) RRD YES YES YES RRD K RRD RRD
3 Derivatives EPM EPM YES YES EPM EPM NO
4 Immovables NO NO NO NO 80% NO NO
5 Gold NO NO 10% 10% NO NO NO
6 Efficient portfolio management YES YES YES YES YES YES YES
7 Stocklending YES YES YES YES YES YES NO
8 Underwriting YES YES YES YES YES YES NO
9 Borrowing 10% 10% 10% 10% 10% 10% 10%
Notes to Table
1 “YES" means can be invested in without specific upper limit (though there may be timits of other kinds);

“NO” means not available for investment;

A percentage means an upper limit (though there may be limits of other kinds),
“CIS" means scheme;

“EPM" means permitted ir the context of efficient portfolic management;
“FF/FFS" means a feeder fund or a fund of funds;

“GOPS" means Government and other public secusities;

“NA" means not generally applicable having regard {o the scheme’s dedication;

“RRD" means permitted if reasonable for redemption or in the context of the scheme's dedication within rule 2.06 (see rule

5.59),
2 The umbrella fund is not covered: all of its parts must fall within the table, and each of them must fall withi one column.
3 In this Table, and in the rules, investments and other items are used with the meaning relevant to these rules: these do not

always correspond with the usage in certain markets, the expression “warrant” being a particular example

34



5.01

- relevant Section.

Introduction
Each of the Sections B to J applies only to schemes of the kind mentioned in the title to the

Section A General

5.02

5.03

Explanation, This Section, which sets the scene for Sections B to J, deals with the
general investment powers for authorised schemes. The basic investment restrictions for
the different categories of scheme, covered in the following Sections, may be
supplemented by further restrictions in the principal documents or the scheme
particulars. The duties of the manager and trustee concerning rectification of any
breach of investment limits are covered in Part 7 (see rule 7.14). . . _. ..

Investment powers: general

Subject to this Part, the scheme property of an authorised scheme may comprise any property the
holding of which is consistent with the relevant dedication in rule 2.06 and in addition may include
movable or immovable property that is necessary for the direct pursuit of the authorised scheme's
business of investing in the first mentioned property.

The scheme property may be invested only in accordance with this Part and within any relevant
upper limit (such as “up to 10%”) in this Part,

Paragraphs I and 2 are subject to the obligation of the scheme to comply with any restrictions for
the time being contained in its principal documents as to:

() the range of transferable securities in which investment may be made;

)] the proportion of the capital property of the authorised scheme to be invested in assets of
any description;

(c) the descriptions of transactions permitted; or
(d) the borrowing powers of the scheme.

An authorised scheme may set up a wholly owned subsidiary if to do so would be reasonably
expected to enhance or protect the interests of investors in that scheme, and in relation to such an
authorised scheme this Part applies to the authorised scheme (the “first tier scheme™) which
beneficially owns all the units (other than management securities) of another company or unit trust
(the “second tier scheme™) with the following modifications:

(2) the receipts, expenditure, assets and liabilities of the second tier scheme shall be regarded
as the receipts, expenditure, assets and liabilities of the first tier scheme; and

{®) there shall be left out of account the interest of the first tier scheme in the second Her
scheme and any payments made by the second tier scheme to the first tier scheme or by
the first tier scheme to the second tier scherme,

Valuation

For the purpose of this Part, the value of the scheme property of the authorised scheme means the
net value of the scheme property after deducting:

{a) any outstanding borrowings whether immediately due to be repaid or not; and

(b) in the case of a property fund, any capital sum outstanding on a mortgage of an
immovable,
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5.04

5.05

5.06

In valuing the scheme praperty for the purposes of this Part:

(3 the time as at which the valuation is being carried out (the “relevant time”) is treated as if o

it were a valuation point, but the valuation and the relevant time do not count as a
valuation or a valuation point for the purposes of Pari 4;

(b initial outlay is regarded as remaining part of the scheme property; and

(c) if the manager reasonably believes that the authorised schere will become enfitled to any
unrealised profit which has been made on account of a derivatives transaction, that
prospective entitlement is regarded ag part of the scheme property.

Part to be construed as a whole

- In relation to- any-provision in-this ‘Part, whereby investment-is- permitted to -be-carried out or-

retained only if possible obligations arising out of the transaction would not cause any breach of
any limit in these rules (examples being rule 5.16,2 (nil or partly paid securities} and mule 5.65.5
(underwriting}), it is to be assumed in applying any of those provisions that the maximum possible
liability of the authorised scheme under any other such provision has also to be provided for, but
that the value of the scheme property is ascertained in the normal manner.

Transferable security

In these rules, “transferable security” means any investment falling within any of paragraphs
2(1){a) to {e) of schedule 1 to the Law, unless paragraph 2 or 4 applies.

An investment is not a transferable secwity if the title to it cannot be transferred, or can be
transferred only with the consent of a third party.

In applying paragraph 2 fo a secwrity which is issued by a body corporate, and which is an
investment falling within paragraph 2(1)(a) or (b) of schedule 1 to the Law, the need for any
consent on the part of the body or any members or debenture holders of it may be ignored.

A security is not a transferable security if the liability of the holder of it to coniribute to the debts
of the issuer is not limited to any amount for the time being unpaid by the holder of it in respect of
it.

Eligible securities and derivatives markets
The following securities markets are eligible for the purposes of these rules;
(a) The Channel Islands Stock Exchange; and

)] A market established in a member State on which transferable securities admitted to
official listing in the member State are dealt in or traded.

A securities market not falling within paragraph 1 or 2 derivatives market is, at any time, eligible
for the purposes of these rules ift

(a) the manager, after consultation with the trustee, considers that market as one which is, in
accordance with paragraphs 3 and 4, appropriate for the purpose of investment of or
dealing in the scheme property beyond, where appropriate, any limit which under these
Tules would otherwise apply;

)] that decision is notified in writing to the trustee and has not been revoked; and
{c) the market is included in a list in the scheme particulars.

For the purposes of paragraph 2, a market may be considered to be appropriate if it:
{a) is regulated;

{b) operates regularly;

{c) is recognised; and
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.......

(d) is open to the public.

~ Inconsidering whether a market is appropriate, regard shall in particular be had:

(a) to the need for adequate liquidity in the market;

(b) to the arrapgements relevant to the market for unimpeded tramsmission of income and
capital to or to the order of investors; and

{c) to any relevant guidance note of the Commission issued on, before or after the date of the
making of these niles.

Approved security

A transferable security is an “approved security” if:

5.08

5.09

5.10

(2) it s admitted to official listing on the Channel Islands Stock Bxchange, or in a member
State; or

)] it i traded on or under the rules of an eligible securities market (otherwise than by virtue
of the specific permission of the market authority).

‘Warrants

In these rules, “warrants” includes, in addition to an investment falling within paragraph 2(1)(d) of
schedule 1 to the Law, any other transferable security (not being a nil paid or partly paid security)
which is:

(2) listed on an eligible securities market; and

®) akin to an investment within that paragraph in that it involves a down payment by the then
holder and a right later to surrender the instrument and to pay more money in return for a
further transferable security.

Derivative and approved derivative
In these rules *derivative” means an option or a future or a contract for differences.

In these rules “approved derivative” means a derivative which is traded or dealt in on an eligible
derivatives market.

An investment is not a derivative if it is a transferable security,

Off-exchange derivatives

In these rules off-exchange derivative means a future or an option or a contract for differences
resemibling an option which is:

{a) with an approved counterparty under paragraph 2;

{b) on approved terms under paragraph 3; and

(c) capable of valuation under paragraph 4.

A counterparty to a derivatives transaction is approved for the purposes of paragraph 1 only if it is:
(a) an approved bank;

(b) an authorised person who is regulated by the Financial Services Authority in the United
Kingdom in respect of investment business of a kind which includes the writing or
purchasing of off-exchange derivatives as principal.
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The terms of a derivatives transaction are approved for the purposes of paragraph 1 only if, before
the transaction is entered info, the trustee is satisfied that the counterparty has agreed with it (or in
the case-of-a-company-scheme; the-company): - —--—-=--v—

(a) to provide a valuation in respect of that transaction:
{d) at least once a week; and
{ii) at any other time at the request of the trustee (or in the case of a company scheme,

the company); and

{b) that it will, at the request of the trustee (or in the case of a company scheme, the
company), enter into a further transaction to close out that transaction at a reasomable
price,

511

A derivatives transaction is capable of valuation for the purposes of paragraph 1 only if the
manager reasonably believes that, throughout the time of the life of the derivative (if the
transaction is emtered into), it will be able to value the investment concerned with reasonable
accuracy on the basis of a pricing model which has been agreed between the manager and the
fustee, or on some other reliable basis refiecting an up-to-date market value which has been so
agreed.

Synthetic futures

In these rules synthetic future means a derivative fransaction in the mature of a composite
derivative created out of two options in one of the following ways:

{2 a bought call option coupled with a writien put option will create a synthetic bought
future; and

(b) a bought put option coupled with a written call option will create a synthetic sold future,
provided that the two options:

(i) are bought and written, whether simultaneously or mot, on a single eligible
derivatives market;

(ii) relate to the same underlying security or other asset;

(i) give the purchasers of the options the same rights of exercise (whether at the same
price or not); and

(iv) will expire, if not exercised, together,

Section B Securities Funds

512

Explanation. These authorised schemes include schemes investing wholly or largely in
Government and other public securities.

Securities funds: general
Except where otherwise provided in these rules, the scheme property of a securities fund shall
consist of transferable securities.

Up to 10% in value of the scheme property may consist of transferable securities which are not
approved securities, but there is no limit on the value of the scheme property which may consist of
approved securities.

Up to 5% in value of the scheme property may consist of transferable securities which are units in
schemes but only if they fall within rule 5.15.

Investment under paragraph 3 counts towards the Jimit in paragraph 2 (except where the units are
approved securities).
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5

5.13

5.14

Rules 5.13 and 5.14 do not apply until whichever is the earlier of:

. {a) ____the expiry of a period of six months after the date of the declaration of authorisation in_. .

respect of the authorised scheme; or

{b) the date when the value of the scheme property of the authorised scheme first exceeds
£1million (or the equivalent in the base cuurency of the authorised scheme) or on which
the initial offer ends, if later,

but the manager, in the case of a unit trust scheme (and in the case of a company scheme, the
company) shall ensure, so far as practicable, during the period prior to the application of rules 5.13
and 5.14 that the scherne property is invested with the aim of spreading risk.

e 6 Without prejudice to paragraph 5, the. manager shall ensure_that, taking.account of the investment

objectives and policy of the authorised scheme as stated in the most recently published scheme
particulars relating to the authorised scheme, the scheme property of the authorised scheme
provides a prudent spread of risk,

Spread: general
This rule does not apply to Government and other public securities as defined in rule 5.14.5.

Up o 5% in value of the schems property may consist of transferable securifies issued by any one
issuer.

In applying paragraph 2, investments within paragraph 2(1)(e) of schedule 1 to the Law(certificates
representing securities} are treated as equivalent to the underlying security.

The figure of 5% in paragraph 2 may be regarded as 10% in respect of up to 40% of the value of
the scheme property.

Spread: Government and other public securities

This rule applies to Government and other public securities only and in this rule they are described
as “such securities”.

As long as 35% or less of the scheme property of an authorised scheme is invested in such
securities issued by any one issuer, there is no limit on the amount which may be invested in:

{a) such securities; or
() such securities issued by any one issuer or of any one issue.

Where, however, scheme property is invested as to more than 35% in such securities issued by any
one issuer, then:

{(a) up to 30% of the scheme property may consist of such securities of any ope issue;

{b) the scheme property must include such securities issued by that or another issuer of at
least six different issues; and

(c) the disclosures in paragraph 4 must have been duly made.

Where it is intended or anticipated that paragraph 3 may apply, the principal documents, and the
most recently published scheme particulars, must clearly state:

(2) the fact that more than 35% of the scheme property is or may be invested in Government
and other public securifies issued by one issuer; and

{b) the identity of the issuer.

39



e ————al50-includes-any-investrment-which-would- have -been-such-an-investment-had-it-heen-issued,-as

5 In these rules, “Government and other public securities” means transferable securities which are

investments falling within paragraph 2(1)(b) of schedule 1 to the Law which are issued by or on
o behalfof.

(a) the Government of the United Kingdom, of Northemn Ireland or of a member State other
than the United Kingdom;

{h) a local authority in the United Kingdom or int any other member State;
{c) the Government of any of the countries Hsted in paragraph 6; or

{d) an international organisation of which the United Kingdom or another member State is a
member, and

opposed to merely guaranteed, by a Government or local euthority specified in paragraph (2), (b) or

(e).
6 The countries relevant for paragraph 5(c) are:
(&) Australia;
)] Canada;
{c) Japan;

{d New Zealand;
{e) Switzerland; and
& United States of America.

7 In paragraphs 2, 3 and 4 (but not in paragraph 5), in relation to Govermnment and other public
securities:
(a) issue, issued and issuer include guarantee, guaranteed and pguarantor; and

(b} an issue differs from another if there is a difference as to repayment date, rate of interest,
guarantor or other terms of the issue.

5.15 Investment in schemes

1 A securities fund may invest in units in a scheme only if the second scheme is either an authorised
scheme or is a scheme that complies with the conditions necessary for it to enjoy the rights
conferred by the UCITS Directive or is a scheme that:

{a} is either:
() a recognised scheme; or
(ii) a scheme in which the investment of the authorised scheme consists of units

which are approved securities;

(b) is dedicated to investing funds raised from the public in transferable securities or money
market fund assets (as defined in rule 5.19);

{c) operaies on the principle of risk spreading; and

(d) has terms which prohibit more than 5% in valtue of the property of the scheme consisting
of units in schemes,

2 For the purposes of this rule, 2 sub-fund of an umbrella fund shall be treated as if it were a
separate scheme and a securities fund may invest in units in a sub-fund which is invested as if it
was a scheme to which paragraph 1 applies.
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5.16

Investment in warrants and in nil paid or partly paid securities
A warrant falls within any power of investment only if, on the assumption that the right conferred

by the warrant will be exercised (whether or not it is intended that it will be), it is reasonably

foreseeable that the right conferred by the warrant could be exercised by the authorised scheme
without contravening these rules.

A transferable security on which any sum is unpaid falls within any power of investment only if it
is reasonably foreseeable that the amount of any existing and potential call for any sum unpaid
could be paid by the authorised scheme, at the fime when payment is required, without
contravening these rules.

Up to 5% of the value of the scheme property may consist of warrants, but there is no sirmilar Hmit
in respect of securities on which any sum is unpaid.

5.17

5.18

A warzant (as defined inrule 5,08) which is an investment falling within paragraph 5 of schedule 1
to the FSA, which is akin to an investment falling within paragraph 4 of that schedule, may not be
included in the scheme property unless it is listed on an eligible securities market.

Significant influence

Subject to rule 5.02.4, an authorised scheme may only acquire transferable securities issued by a
body corporate carrying rights to vote (whether or not on substantially all matters) at a general
meeting of that body if:

{a) immediately before the acquisition the aggregate of any such securities held by the
authorised scheme does not give the authorised scheme power significantly to influence
the conduct of business of that body; and

(b) the acquisition will not give the authorised scheme that power,

For the purpose of paragraph 1 an authorised scherne shall be taken to have power significantly to
influence the conduct of business of a body corporate if it can, by virtue of the transferable
securities held by it, exercise or control the exercise of 20% or more of the voting rights in that
body (disregarding for this purpose any ternporary suspension of voting rights in respect of the
securities of that body).

An authorised scheme must not hold:

{(a) transferable securities (other than debt securities) which do not carry 2 right to vote on any
matter at a general meeting of the body corporate that issued them and represent more than
10% of those securities issued by that body corporate;

(b) more than 10% of the debt securities issued by any single issuing body; or

(c) more than 10% of the issued units of a scheme.

Investment in associated schemes

Units in a scheme do not fall within rule 5.15 if that scheme is managed or operated by the
manager of the investing scheme or an associate of that manager unfess:

(a) the principal docurents constituting that scheme state that its investment will be restricted
to a particular geogzaphic area or economic sector;

()] the principal documents constituting the investing scheme and its scheme particulars
clearly state that the property of the investing scheme may include such units; and

() rule 5.67 is comphled with.
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Section C Money Market Funds

5.19

Explanation. The money market fund is an authorised scheme invested in cash and

~-near-cash-and,-subject-to specified restrictions;-in-bills-of -exchange-and-debentures.-
Rules in this Section governing the invesiment limits of money market funds ensure that
such schemes maintain a high level of liquidity.

Money market funds: general

Except where otherwise provided in these rules, the property of a money market fiind shall consist
of “money market fund assets”.

For this purpose, “money market fund assets” means any of the following:

(a) cash and near cash;

5.21

® bills of exchange accepted by an approved bank, if repayable within twelve months;
{c) investments within paragraph 2 (1)(b) of schedule 1 to the Law (debentures) which are:
@ repayable within twelve months;
(if) not subordinated; and

(iif) either approved securities within rule 5.07.1(a) or (b), or else are issued by an
approved bank otherwise than in return for a deposit in paragraph (a); and

(d) a deposit which would be within paragraph (a) except that it is repayable within six
months {instead of immediately and without payment of a penalty exceeding seven days’
interest calculated at ordinary cormmercial rates).

At least 35% in value of the scheme property must consist of instruments or deposits which are:
(a) redeemable or repayable within two weeks; or

{b) capable of being transferred without the consent of a third party (any issuer being
regarded as a third party for this purpose).

Up to 80% in value of the scheme property may consist of transferable securities.

Rule 5.12.5 applies to this Section as if references to rules 5.13 and 5.14 therein were references to
rule 5.20.

Spread

Paragraph 2 does not apply to ingtruments which are Government and other public securities (as
defined in rule 5.14.5), to which rule 5.14 applies.

Up to 5% in value of the scheme property may cousist of instruments issued by any one issuer.
Up to 10% in value of the scheme property may be kept on deposit with any one person.

For the purposes of paragraph 3, the trustee and the associates of the trustee are regarded as one
person, and the manager and the associates of the manager as another.

The figure of 10% in paragraph 3 may be regarded as 20% if the person is an approved bank which
is not included within paragraph 4, provided that the amount of the deposit does not exceed 10% of
that person’s issued capital and reserves as shown in its most recently published annual accounts.

Paragraphs 3, 4 and 5 do not apply in respect of any deposit of up to £1,000,000 or the equivalent
amount in the base currency of the authorised scheme other than sterling with any one person.

Other provisions
The following rules apply to money market funds:

(a) 5.16.2 (investment in nil paid or partly paid securities); and
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(b) 5.17 (significant influence) (where relevant).

 Sastion D FuturesandOptlonsFunds S

Explanation. This Section and Section E establish a framework for authorised schemes
which can be invested in derivatives, that is futures, options, and contracts for
differences, not simply by way of efficient porifolio management, but as part of the
general investment management policy applicable to the scheme, This Section deals
with the fitures and options fund as such, and Sectlon E with the geared futures and
options fund. While the types of property are virtually the same for both of these
categories, there are important differences between them in the degree to which
exposure is permitted and in the manner in which the exposure is measured.

The futures and options fund Is “covered”, in the sense that it is permitted to invest in
Jutures, options etc, as long as the exposure itself is suitably covered from within the
property of the scheme (including permitted borrowing as to which see rules 5.60-5.61).
Some limited investment without cover is permitted, in the form of purchased options.
The geared futures and options fund, on the other hand, is permitted to invest and retain
20% of the property of the scheme in initial outlay (as defined in rule 5.52.2), and this
may therefore lead in volatile markets to a greater exposure to profit or loss than in the
case of a fitures and options fund.

The purpose of cover is to ensure that a futures and options fund is not and can not
become exposed to the risk of loss of property, or money, or both, to an extent greater
than the value of the fund together with permitted borrowings of 10%. A the time when
a derivative is bought, sold or written, therefore, the scheme must hold property which is
of the right kind and sufficient in value or amount to match the exposure which exisis or
may arise as a result of the derivative. Since purchased options result in no exposure
except that of loss of the premium paid, they can be held on an uncovered basis, but with
a cash “set aside” to ensure that holdings of such derivatives do not unbalance the fund,

The following table sets out in diagrammatic form the various stages in defining the
“cover” requirement. The table is indicative only and does not include all the detail:
Jor example the special rules for currencies are not stated, nor the extent to which
derivatives may cover derivatives.
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Stages-in-defining“cover’:

1 Take the property
of the scheme

2  ADD borrowing
facilities to make a
maximum of 110%

3 SUBTRACT property
not eligible to provide
cover to reach total of
Y%

4 Find the total available T=110% - Y%

5 Take T and subdivide:

AVAILABLE
PROPERTY OF
SCHEME (T)

EXPOSURE TO BE
COVERED

100%
Transferable Cash (& Rights obtained Stock
Securities (TS) o Gold  through Lent
Cash) derivatives
10% 100%
Stock
TS Cash Gold | | Rights oc
Lent
{used as (used as {used as (used (unless
cover) cover or cover) &S obtainable
MNote 1) as cover) in time)
deposit)
110% - Y%
Rights Allowable
Property to Cash | substitutes for | TS
property cash
cover for cover for

exposure in terms of
property

exposure in terms of money

Note1 TS, Cash, Gold or Rights are not eligible if they are being used as cover under this
Section or under Section K (Efficient Portfolio Managerrent).
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shall consist of any or ali of the following:

(a) transferable securities available to a securities fund;

) derivatives under this Section;

(c) forward transactions in currencies or gold under this Section;
{d) cash or near cash (fo which no limit applies);

{e) units in schernes under rule 5.24; and

) gold.

In respect of investment within paragraph 1(a), Section B shall apply as if the scheme were 2
securities fund, but subject to any specific modification in this Section.

In respect of investment within paragraph 1(b) or (c), a derivatives or forward transaction may be
effected under this Section only if:

() the transaction is of the kind specified in rule 5.50;
&) the transaction is fully covered, as required by rule 5.51 (but subject to rule 5.25); and
{(c) the transaction complies with rules 5.52, rule 5.53 and rule 5.54.

Up to 10% in value of the scheme property may be used for derivatives transactions in the form of
uncovered purchased options (taking the current market value of the option as its value for this
purpose), but the manager must deduct from that figure of 10% any percentage of the value of the
authorised scheme invested in transferable securities in the form of warranis.

Up to 10% in value of the scheme property may be held in the form of gold.

Rule 5.12.5 applies to this Section as if referances to rules 5.13 and 5.14 therein were references to
Tule 5.23.

Spread

Up to 10% in value of the scheme property may be kept as cash on deposit with any one person.

For the purposes of paragraph 1, the trusiee and the associates of the trustes are regarded as one
person, and the manager and the associates of the manager as another.

The figure of 10% in paragraph | may be regarded as 20% if the person is an approved bank which
is not included within paragraph 2, provided that the amount of the deposit does not exceed 10% of
that person’s issued capital and reserves as shown in its most recently published annual accounts.

Paragraphs 1, 2 and 3 do not apply in respect of any deposit up to £1,000,000 or the equivalent
amount in the base currency of the authorised scheme other than sterling with any one person.
Investment in schemes

Up to 5% in value of the scheme property may consist of units in a scheme (or a sub-fund of an
umbrella fund) only if the second scheme {or sub-fund) is a scheme (or sub-fund) to which rule
5.15 applies, or would apply if rule 5.15.1(b) were extended to cover derivatives.

Units in a scheme do not fall within paragraph 1 if that scheme is managed or operated by the
manager or an associate of the manager of the investing scheme, unless:

(2) the principal documents constituting the imvesting scheme and iis scheme particulars
clearly state that the property of the investing scheme may include such units; and

) rule 5.67 is complied with.
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Derivativescovering-derivatives

derivatives on the same underlying asset or security as cover for each other.
The main features are that:

(a) only a countervailing exposure can provide adequate cover,

@) written options may be used as cover for futures only where the option is in the money fo
the purchaser: if the option is out of the money to him, the option and the future each
have to be covered in the ordinary way, though the premium acquired for writing the
option will count as cash for that purpose; and

{c) contracts for differences, such as index contracts, are included in the cover arrangements
50 far as they resemble futures or options.

The general gffect of the rule can be summarised in the following diagram. In applying
this rule and the rules it creates in the Table, it may help io regard a future as an
obligation, (in that, unless closed out, the future will require something to be delivered,
or accepted and paid for); a bought option as a right (in that the purchaser can, but
need not, exercise the right to require the writer to deliver or accept and pay for
something); and a written option as a potential obligation (in that it both creates
exposure and gives the right of exercise to another).

Multi cover as between derivatives: diagram

DERIVATIVE A DERIVATIVE B

({covers/ is covered (6] (iD (iif)

by)

Bought Future Sold Future Bought Put Option Written Call Option
(if in the money)

Sold Future Bought Future Bought Call Option Written Put Option (if

in the money)

Bought Call Option Written Call Option | - -

Bought Put Option Written Put Option - -

Note:  Column B(i) shows the effect of ground rule 1 in Table 5.1. Column B(ii) shows the
effect of ground rule 2(a). Column B(iii) shows the effect of ground rules 2(b) and 6.

Where the manager proposes to use a position resulting from a derivatives transaction as cover
{whether in whole or in part) for the exposure of another derivatives transaction, rule 5.51 shall
have effect as modified by this rule.

In this rule “countervailing” means that one of the two derivatives has an exposure which, in terms
of risk, is equal and opposite to the exposure of the other, and “offset” means that there is an equal
and opposite coverage in terms of risk.

On the basis that the requirements of rule 5.51 about the amount and right kind of assets used as
cover are satisfied, the following Table contains the rules for the purposes of paragraph 1:
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Table 5.1 = Derivatives covering derivaiives: ground rules

1 A dervative of one type provides cover for a countervailing derivative of the same type {e.g. a
bought future covers a sold future, and a bought call option covers a written call option).

2 A derivative of one type provides cover for a countervailing derivative of a different type if, but
only ift

(2) the right under one offsets and is offset by the obligation under the other; or
(o) Table 5.1, rule 6 applies.

3 In applying Table 5.1, rules 1 and 2, differences between the derivatives in terms of price, maturity
and exercise price may be ignored, except where Table 5.1, rule 4 applies.

4 Table 5.1, rule 1 does not apply if an opportunity to exercise the right under the one derivative will
become available fo the authorised scheme only after the first date on which the potential
obligation under the other may become an actual obligation.

5 Where, under Table 5.1, rule 1, the manager decides that a written option and a purchased option
should provide mutual coves, the manager roust arrange for the trustee to deposit and set aside with
an approved bank (and the manager may not use for the purposes of providing cover under these
rules) the whole amount of the difference between the exercise value of the two optons (that is the
amount which would be payable by or to the authorised scheme on exercise of the options)
inclusive of any margin requirements of the exchange.

6 A written option provides cover for, and is covered by, a countervailing future only if the option is
in the money to the purchaser of the option; but if the written option is out of the money to the
purchaser, then both it and the future must each be separately covered under rule 5.51.

7 A confract for differences may be included in these rules if and to the extent that it has the
characteristics of a future or an option.

47



| - Section B Geared Futures and Options Funds

Explanation.” As mentioned at the outset of Section I above, the geared futures and ~ =~~~

options fund is permitted to take on exposure to the extent of puiting 20% of its property
into initial outlay on derivatives. There is no limit on the amount of cash that can be
held by the scheme.

The following diagram sets out the various stages in defining the limit on initial outlay.
The diagram is indicative only and does not include all the detail: for example, the
special rules on an increase in initial margin are not stated, nor those for index based

derivatives.
(a) Stages in using limit on initial outlay
100%
1 Take the property of the | Transferable Cash Gold Rights Stock fent
scheme securities (TS} (& near obtained
cash) through
derivatives
2 DeNOT add for
botrowing
3 DIVIDE property to find 20% limit 20%
4  Find total available T = 20% of 100% = 20%
5 Initial outlay will MULTIPLY potential exposure of the scheme
T EXPOSURETOLOSS |
T EXPOSURETOGAIN
{b) Position at a later stage after sales, purchases, exercise of options, closing out, etc.
(i) Successful scheme (i1  Unsuccessful scheme
120% Derivatives s Cash (& near | Gold Rights Stock lent 80%
‘ cash) obtained
through
derivatives
Scheme now, say, worth 120% Scheme now, say, worth 80%
of total at (a)l above of total at {a}1 above
T =20% of 120% = 24% T = 20% of 80% = 16%
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Except where otherwise provided in these rules, the scheme property of a geared futures and
options fimd shall consist of any or all of the following;

(a) transferable securities available to a securities fund;

(&) derivatives or forward transactions which are covered on the basis available to a futures
and options fund;

(c) derivatives under this Section;

Q) forward transactions in currencies or gold under this Section;
(e) cash or near cash (to which no limit applies);

@ units in schemes under rute 5.29; and

(8  gold.

In respect of investment within paragraph 1(a}, Section B shall apply as if the authorised scheme
were a securities fund, but subject to any special modification in this Section.

In respect of derivatives and forward transactions under paragraph 1(b), rules 5.22 and 5.23 shall
apply as if the authorised scheme were a futures and options fund, but subject to any special
modifications in this Section.

In respect of derivatives within paragraph 1{c):

{a) any derivatives transaction must be in an approved derivative or in an off-exchange
derivative; and

(b) any transaction in an approved derivative must be effected on or under the rules of an
eligible derivatives market.

In respect of transactions within paragraph 1(d), this Section, except paragraph 4 and rule 5.27.3,
shall apply as if any forward transaction were a derivatives transaction; and the transaction must be
with a counterparty which is within rule 5.10.2,

Up to 10% in value of the scheme property may be held in the form of gold.

The trustee of a geared futures and options fund does not have power to borrow whether by virtue
of this Section or Section M or otherwise.

Limits on investment in initial outlay

Subject to paragraph 2, up to 20% in value of the scheme property at any time may be devoted to
initial outlay in any derivatives transactions which are at any time outstanding.

Up to 10% in value of the scheme property may be used for initial outlay on derivatives
transactions in the form of purchased options without it counting towards the 20% in paragraph 1,
but the manager must deduct from the figure of 10% any percentage of the value of the authorised
scheme invested in transferable securities in the form of warrants.

Where an off-exchange option is written for the authorised scheme the manager shall ascertain at
the outset and at each valuation point the amount which is the sum of;

(2) 5% of the exercise value of the option (that is the amount which weuld be payable by the
purchaser of the option, on exercige of the option); and

b the amount, if any, by which the option is “in the money” to the purchaser of the option.

Subject to paragraphs 1, 2 and 3, rule 5.52 shall apply to this Section.
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i 528 Spread
i

There is no limit on the value of the scheme property which may be devoted to initial outlay m

5.29

5.30

factor.

Notwithstanding paragraph 1, the manager must exercise reasonable prudence in relation to the
diversification of the scheme property so far as it is devoted to derivatives, account being taken of
the extent to which diversification is already achieved by use of derivatives which by their nature
are broadly diversified (such as, for instance, derivatives related to a broadly based index).

Up to 5% in value of the scheme property may be devoted to initial outlay in respect of off-
exchange transactions with any one counterparty.

In paragraph 2, “diversification” relates to diversification in terms of geographical sectors,
economic sectors, currencies, commodities, maturity of instruments, exercise price under
instruments and any other form of spreading of risk undertaken by a reasonably prudent manager.

Up to 10% in value of the scheme property may be kept as cash on deposit with any one person,

For the purposes of paragraph 3, the trustee and the associates of the trustee are regarded as one
person, and the manager and the associates of the trustee as another.

The figure of 10% in paragraph 5 may be regarded as 20% if the person is an approved bank which
is not included within paragraph 6, provided that the amount of the deposit does not exceed 10% of
that person’s issued capital and reserves as shown in its most recently published annual accounts.

Paragraphs 5, 6 and 7 do not apply in respect of any deposit of up to £1,000,000 or the equivalent
amount in the base currency of the authorised scheme other than sterling with any one person.

Investment in schemes

Up to 5% in value of the scheme property may consist of units in a scheme {or a sub-fund of an
umbrella fund) only if the second scheme (or sub-fund) is a scheme (or a sub-fund) to which rule
5.15 applies, or would apply if rule 5.15,1(b) were exiended to cover derivatives.

Units in a scheme do not fall within paragraph 1 if that scheme is managed or operated by the
manager or an associafe of the manager of the investing scheme, unless:

(a) the principal documents constituting the investing scheme and its scheme particulars
clearly state that the property of the investing scheme may include such units; and

{b) rule 5.67 is complied with.

Delivery of property pursuant to a derivatives fransaction

When entering into any derivatives transaction as a result of which any investment or asset may
become part of the scheme property, the manager must comply with paragraph 2 (where the
investment or asset is one of which the scheme property could in some measure consist) or with
paragraph 3 (in any other case).

Where this parapraph applies, the manager must reasonably believe that the fransaction will not
result in any breach of any other of these rules:

(a) either because it can readily be closed ouf; or

(b) because the investment or asset concerned will at the expected time be included within the
scheme property in a manner which conformus with these rules.

Where this paragraph applies, the manager must reasonably believe that the transaction can readily
be closed out.

Where, in the event, the belief in paragraph 2 or 3 proves unjustified, and the manager decides with
the consent of the trustee, pursuant to rule 7.14, that it is in the interests of the holders that the
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property-should-temporarily-be-acquired,-then-the-property-concemmed-may;-notwithstanding any — ..

ptiter of theve Tules, forri part of the schieTne property Wt the position cat be rectified:

Section F Property Funds

Explanation, This Section establishes a framework for authorised schemes to be
invested in property. "A property fund must obtain £5 million during the initial offer
period: if it does not, an application for revocation of the scheme s authorisation must
be made. If the fund obtains £35 million or more, it may then be invested within a band
of 20%-80% in approved immovables as described in rule 5.32. For funds below £15
million in size there is, for up to two years, some transitional relief from some of the
limits: in the early period a fund of small size may not be able to achieve the spread
between different properties etc appropriate for ongoing funds.

The remainder of the property {also 20%-80%) must be either in so-called property
related assets (typically shares in a property fund which must themselves be approved
securities or else within one of the other special limits in this Section) or in Government
and other public securities, but subject to a maximum of 35% for such securities. In
addition 5% may be invested in property related schemes.

To assist in tlluminating this Section, the Table below takes two notional schemes
{schemes A and B) each at opposite ends of the 20%-80% band. Scheme A is invested in
immaovables to the maximum extent permitted, while scheme B is invested in immovables
to the minimum extent permitted.  Both schemes are assumed to be fully invested in
immovables and transferable securities, although in practice both would be likely to
hold some cash as permitted by Section M, and the cash held could tkerefore'drive down
to some lower figure the 20% minimum discussed above. The same effect would be
produced if the scheme were taking advantage of Section K (efficient portfolio
management).
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invested in Scheme A Scheme B invested in transferable
immovables) securities)
up to 10% leases 20-60 years up to 10%
up to 25% vacant, repairs etc up to 20%
80% | Immovables up te 12% mortgaged irmmovables any up to 3% Tmmovables 20%
up to 15% one immovable up o 15%
up to 20% rent from any one group up to 20%
“up to 20% transferable securities up to 80%
20% Transferable which are property Transferable 80%
seeuritics related assets (if approved) securities
0% {if non approved} up to 10%
up to 20% Govemment and other up to 35%
public securities
up to 5% collective investment up to 5%
schemes
up to 5% any one issue of up to 5%
securities

Note: this Table is indicative only and does not include all the detail in Section F.

5.31 Property funds: general

1 Except where otherwise provided in these rules, the scheme property of a property fund shall
consist of:

(a) approved immovables, as defined in rule 5.32; or
(b) property related assets, as defined in rule 5.33; or
{c) Government and other public securities; and

{d) units in schemes under paragraph 5.

2 Up to 80% in value of the scheme property may consist of approved immovables, but this limit is
subject to paragraph 6.

3 Up to 80% in value of the scheme property may consist of transferable securities, but these must be
property 1elated assets which are approved securities or else separately permitted within
paragraphs 4, 5 or 6.

4 Up to 35% in value of the scheme property may consist of Government and other public securities.

5 Up to 5% in value of the scheme property may consist of units in schemes under rule 5.34.

6 Up to 10% in value of the scheme property may consist of shares which are property related assets

but are pot approved securities, under rule 5.33.2; but any shares included pursuant to this
paragraph must be included within the 80% limit in paragraph 2, which may therefore on occasion
produce a limit of 70% for approved immovables.
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) Up to_5%-in-valuie.of the scheme.property-may.consist of transferable securities-within. paragraph-3
which are-warrantsy but these st berproperty related assets which are approved secutities:

5.32 Permitted and approved immovables

1 In these rules “permitted immovable” means any interest in any land or building which falls within
paragraph 2; and an approved immovable is a permitted immovable:

(=) which is regarded as iransferable or having marriage value within patagraph 3 or 4;

®) which is accessible within paragraph 3;

(c) which has a good root of title within paragraph 6;

(d) which is unencumbered (or adequately unencumbered) within paragraph 7; and

(e) which has been or is to be bought promptly and at a reasonable price within paragraph 8.

2 An interest in land or a building qualiffes for this purpose if:

(a) it is, in England and Wales or in Northern Ireland, a freehold or leasehold interest, or, in
Scotland, any interest or estate in or over land or heritable right including 2 long lease (or
the equivalent outside England and Wales, Scotland and Northern Ireland);

(b) the land or building is situated in the United Kingdom, or another member State, or a
country listed in paragraph 9; and

(< where the interest is leasehold (or its equivalent) it has an unexpired term of 20 years or
more;

and furniture, fittings or other contents of any building may for this purpese be regarded as part of
it.

3 Axn immovable is regarded as transferable if the manager has received a report from an appropriate
valuer (as to which see paragraph 10) valuing the immovable (with and without any relevant
subsisting mortgage) and stating that, in his opinjon, the immovable would, if acquired for the
scheme, be capable of being disposed of reasonably expeditiously at that valuation.

4 An immovable is regarded as having marmriage value if the manager has received a report from an
appropriate valuer valuing the immovable and stating that:

(a) it is adjacent to or contiguous with an immoevable included in the scheme property of the
authorised scheme; and

() in his opinion, the total value of the immovable, if acquired for the authorised scheme, and
of the other immovable in paragraph (a), would be at least equal to the sum of the price
payable for the fmmovable and the existing value of the other immovable in paragraph (a).

5 An immovable is regarded as accessible if the manager (after consulting the trustee in any case of
substantial doubt) is satisfied that reasonable access to it is assured.

6 An immovable is regarded as having a good root of title if the manager (after consulting the trustee
in any case of substantial doubt and taking such advice as appears to it {or in such a case both of
them) appropriate) reasonably believes that the title to the immovable is a good marketable title.

7 An immovable is regarded:

(a) as unencumbered if there is no subsisting mortgage over or on it; and

(b) as adequately unencumbered if the only mortgages over or on it are one or more approved
mortgages within rule 5,36 which secures or together secure on the immovable repayment
of a sum or sums not exceeding 50% of the value at paragraph 3 (that is that part of the
value which is valued on the assumption that the immovable is not mortgaged).
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8 An immowable.is regarded as bonght promptly.and at areasonable price if:

e k@), it is bought or agreed by enforceable contract to be bought within six months after receipt . ... _

of a report by the manager within paragraph 3 or 4;

(b) at the time of the purchase or agreement it would not reasonably have been apparent to the
manager that the report could no longer reasonably be relied upon; and

{c) it is baught at no moze than 105% of the valuation in the report.
9 The countries relevant for paragraph 2(b) are:

(a) Australia;

)] Canada;

(c) Japan,

@ New Zealand;

(e) Switzerland; and

(6] United States of America.
10 In these rules, a person is an appropriate valuer ift

(a) he has knowledge of and experience in the valuation of immovables of the relevant kind in
the relevant area;

(b} ke is or is qualified to be the standing independent valuer of a property fund or is
reasonably considered by the scheme’s standing independent valuer to hold equivalent
qualifications;

(] he is independent of the manager and the trustee, in the sense required for a standing
independent valuer under rule 12,06 of Part 12; and

() neither he nor any partner (if any) nor fellow director (if any) of his has been engaged,
whether as principal or as agent, in relation to the finding of the immovable for the
authorised scheme or the finding of the authorised scheme for the immovable.

533  Property related asseis

1 In these rules, “property related assets” means:
prop

(a) investments falling within paragraph 2(1)(a), 2(1}(b}, or 2(1)(d) of schedule 1 to the Law
which are issued by 2 property company; or

{(b) investments falling within paragraph 2(1)(e) of that schedule which confer rights in
respect of an investment within paragraph (a),

and “property company” means a body corporate a substantial activity of which relates to
permitted immovables (whether by way of investing in, dealing in, developing, redeveloping or
refurbishing them and whether directly or indirectly).

2 Even if not approved securities, property related assets may qualify for investment purposes (under
rule 5.31.6}ift

(a) they are investments falling within paragraph 2(1}(a) of schedule 1 to theLaw;
)] they are transferable securities; and

(c) they are shares in a body corporate at least 753% of whose total assets (before deduction of
labilities and as shown in the most recently published accounts) consists of permitted
immovables.
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(=) the authorised scheme owns at least 90% of the rights to vote which are exercisable in all
circurnstances at general meetings of the body corporate;

)] the shares are or were bought within six months after receipt by the manager of:

(i) a report from an appropriate valuer relating to permitted irmmovables owned by
the body corporate, indicating that they are transferable (as at rule 5.32.3) or have
marriage value (as at rule 5.32.4); and

(i) a report, on the value of any assets other than permitted immovables, from a
person then qualified to be an auditor of such company under applicable law;

{c) at the time of the purchase it would not have been reasonably apparent to the manager that
the report at paragraph (b)(i) or (ii} could no longer reasonably be relied on; and

GA] the shares were bought at no more than 105% of the total of the values in the reports at
paragraph (b){i) or (ii).

Investment in schemes

A property fund may invest in units in a scheme only if the second scheme:

() is an authorised scheme or a recognised scheme;

)] complies or is treated as complying with paragraph 4 of Schedule 3 to the Law (units
redeemable at a price related to valuation); and

(c) is dedicated to approved immovables, with or without transferable securities which are
property Telated assets or Govermment and other public securities.

Units in a scheme do not fall within paragraph 1 if the scheme is managed or operated by the
manager or an associate of the manager of the investing scherne, unless;

(a) the principal documents constituting the investing scheme and its scheme particulars
clearly state that the property of the investing scheme may include such units; and

(b) rule 5.67 is complied with.

For the purposes of this rule, a sub-fund of an umbrella fund shall be treated as if it were a separate
scheme and a property fund may invest in units in a sub-fund which is invested as if it were a
scheme to which paragraph 1 applies,

Property related limits

Up to 10% in value of the scheme property may consist of approved immovables which are
leasehold interests (or the equivalent: see rule 5.32.2(a}) having an unexpired term of less than 60
years.

Up to 25% in value of the scheme property may consist of approved immovables which are
unoccupied and non-income producing or in course of substantial development, redevelopment or
refurbishiment.

Mortgaged property

Up to 15% of that part of the scheme property which for the time being consists of immovables
may consist of mortgaged immovables.

An immovable subject to one or more mortgages may be refained in the scheme property only so
long as the mortgage or each of the mortgages is an approved mortgage, the total sums outstanding
under which do not exceed 50% of the value of the immovable (assuming for this purpose that the
immovable is not mortgaged).
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3 In these rules,-a-mortgage-is-an-approved-mortgage-only-if the-trustee-reasonably-believes-that the — .

TOTtgagE can be discharged on demmnd of within 28 days by repayinent of il tie THoney secured
w e emhyethemortgage™ (including; - where ~appropriate; ~any ~additionalsuny-provided ~for—under “the ==
mortgage) and that the mortgage is a “non-recourse” morfgage, that is that there is no property on
which the mortgage is secured, whether immediately or contingently, other than the approved
immovable in question.

5.37  Spread

1 Up to 15% in value of the scheme property may consist of any one immovable.

2 In paragraph 1 “one immovable” includes adjacent or contiguous immovables,

3 The figure of 15% in paragraph 1 may be regarded as 25% once the immovable has been included
in the scheme property in compliance with that paragraph.

4 Up to 5% in value of the scheme property may consist of properiy related assets issued {or
conferring rights to investment issued) by any one issuer.

5 The figure of 5% in paragraph 4 may be regarded as 10% in respect of up to 40% of the value of
the scheme property.

6 Up to 20% of the income receivable in any accounting period may derive from members of any
group; but there is no restriction on the income receivable from any Government or body within
rile 5.14.5,

538  Initial periods
1 During the period of the initial offer, no immovable may be:

(a) bought or leased; or
(b) agreed, by enforceable contract, to be bought or leased,

unless it appears to the manager and to the trustee that more than £5 million (or the equivalent
amount in the base currency of the authorised scheme) has been paid or agreed to be paid for units
to be created or sold.

2 Subject to paragraph 3, during the first two years starting with the date of the declaration of
authorisation in respect of the authorised scheme (or on which the period of the initial offer
commenced, if later):

() rules 5,35 and 5.37 do not apply; and

(b) the obligation, derived from rule 5.31, that (unless properly held or invested elsewhere) at
Ieast 20% in value of the scheme property must consist of approved immovables, does not
apply.

3 Paragraph 2 ceases to apply if, at any time during the two year period, six months have elapsed
from the first date on which the scheme property exceeds £15 million in value (or equivalent
amount in the base currency of the authorised schems).

4 Paragraph 2 postpones the application of rule 5.37.4 for a maximum of six montks only ffom the
date there mentioned, and not of two years,

5 This rule applies, where there is no initial offer, as if:
{a) the period of the process of unitisation; or

(b) the period of 21 days after the date on which persons are first invited to become
participants,

were the period of the initial offer.
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5,39 Grant of options, mortgages-etc.

1 No option may be granted to buy any immovable comprised In the scheme property, whether under
- Qechon K 6r Sikermisg T o T m e e ST e
2 No mortgage other than an approved mortgage may be created on or over any such immovable.
5.40  Other provisions
The following rules apply to property funds:
(2) 5.16 (investment in warrants and in nil or partly paid securities); and
(b) subject to rule 5.33.3, 5.17 (significant influence).
Section G Warrant Funds
Explanation. A warrant fund is an authorised scheme which is akin in all respects to a
securities fund (as to which see Section B} except that it has an unlimited power to
invest in warrants. In this context, “warram” bears a slightly wider meaning than in
paragraph 2(1)(d) of schedule 1 to the Law, and is designed to include any other listed
transferable security (not being a nil paid or partly paid security) which is akin to a
warrant in the statutory sense, in that it involves a down payment and a right to pay
more in due course in order to obtain a transferable security.
541  ‘Warrant funds: general
1 Subject to Sections A and K and to the subsequent Sections of this Part, the scheme property of a
warrant fund shall consist of property which could be the scheme property of a securities fund,
except that up to 100% in value of the scheme property may consist of warrants,
2 Acc'ordingly, Section B applies to a warrant fund as if applies to a securities fund, except that rules
5.16.1, 5.16.2 and 5.16.3 do not apply.
Section H Feeder Funds
Explanation. 4 feeder fund is an authorised scheme, the scheme property of which
cousists of units in a single quthorised or recagnised scheme.
542  Feeder funds: general
1 Except where otherwise provided in these rules, the scheme property of a feeder fund shall consist
of units in a single authorised or recognised scheme.
2 The scheme property of a feeder fund may consist of cash or near cash provided that the holding

of such cash or near cash may reasonably be regarded as necessary in order to enable units to be
redeemed or for the efficient management of the authorised scheme or for other purposes which
may reasonzbly be regarded as ancillary to the objects of the authorised scheme.

Section I Funds of Funds

Explanation. A4 fiund of funds must invest in at least five authorised and/or recognised
schemes and the combinations for those five or more schemes are that any fund of funds
may combine investment in money market funds with investment in any one other
permitied category of scheme. Alfernatively, a fund of funds may invest only in money
market funds or only in authorised and/or recognised schemes from any one other
permitted category of scheme. These requirements preserve product distinctiveness in
the case of funds of funds in the circumsiances of the variegation permitted with funds
dedicated to futures and options, properly etc. For the purposes of this Section each
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separate-part-ofan-wmbrellafund-or-equivalent-recognised-scheme-shall-be-treated-as-if-

5.43

5.44

it were a separate scheme.

Funds of funds: general

Except where otherwise provided in these rules, the scheme property of a fund of funds shall
consist of upits in authorised and/or recognised schermes.

A furd of funds may not invest in:
(a) a feeder fund,
(b) a fund of funds;

(<) any part of an umbrella fund which is invesied as if it were a fund within paragraph (a) or
(b); or

(d) a recognised scheme which would, if authorised, fall within paragraph (a) oz (b).

Up to 20% in value of the scheme property may consist in uniis in any one scheme,

Eligible combinations of schemes

A fund of funds may invest in unijts in schemes within any one only of Sections B, C, D, E,F or G,
except as provided in paragraph 2.

A fund of funds may invest in units in one or more money market funds (within Section C) and in
units in any one or more schemes within any one only of the other Sections mentioned in
paragraph 1.

Each constituent part of an umbrella fund and sach separate part or sub-fund of any other
recognised scheme equivalent to an umbrella fund shall be treated for the purposes of this rule and
rule 5.43.3 as if it were a separate schemne,

A recognised scheme which is not an authorised scheme may be treated for the purposes of this
tule ag if it were a scheme falling within the Section which would be the relevant Section if the
recognised scheme were an authorised scheme.

Section J Umbrella Funds

545

546

Explanation. An umbrella fund is a single authorised scheme with at least two sub-
Jfunds, providing the opportunity for holders to switch all or part of their investment from
one sub-fund to another. Part 12 and other of these rules enable the umbrella fund to be
treated as a single scheme and/or as a collection of separate sub-funds as appropriate.

Umbrella funds: general

Subject to wile 5.46, each of the sub-funds of an wmbrella fund shall be invested as if it were a
single fund within one only of Sections B to L.

Restriction on investment

No sub-fund of an umbrella fund may invest in wnits in another sub-fund of the same umbrella
fund.
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Section K Efficient Portfolio Management

Explanation. This Section provides machinery to enable the scheme property to be
used for efficient portfolio management.

There are three broadly based requivements. First, the tramsaction must be
economically apprepriate; second, the exposure must be fully covered; and third the
transactions must be entered into for one or more of three specific aims.

On the first of these, this Section requires that the transaction must be economically
appropriate for the purposes of efficient portfolio management. On the second, the
exposure must be fully covered by cash or other scheme property sufficient to meet any
obligation to pay or deliver that could arise. On the third, the specific aims, set out in
rule 5.47.2 are:

{a)  the reduction of risk;

(b)  the reduction of cost; and/or

(c)  the generation of additional capital or income for the authorised scheme
with no, or with an acceptably low level of; risk.

The first two aims, together or separately, allow for tactical asset allocation, thatis a
switch in exposure through use of derivatives rather than through sale ond purchase of
underlying property. The limits on this are set out in rules 5.48.1 and 5.48.2(a).
Authorised schemes have to be, generally speaking, invested in transferable securities,
and it therefore follows that an alternative exposure obtained through derivatives in the
portfolio should not remain there indefinitely: the authorised scheme must revert fo
transferable securities of some kind within a reasonable time. Accordingly, any taetical
asset allocation of an authorised scheme must be femporary.

Similarly, the aim of reduction of risk allows for the use of derivatives with a view lo
switching the currency exposure of all or part of the scheme property away from a
currency which is considered to be unduly prone io risk.

The third aim, of taling a no-risk or low-risk gain, is further defined in rule 5.49: the
gains are to be devived from arbitrage and from writing covered options. Gains from
stocklending are covered in Section L.

Cover is fully delineated in rule 5.51. There is a general requirement for “individual”
cover of the right kind (stock for stock, or cash sum for cash sum) and rule 5.51.10
provides examples of how the cover is to be found. There is also a “global” cover
requirement, to prevent or limit gearing. Property or cash can be used once only for
cover, and there must be sufficient available cover for all the transactions concerned.

Rule 5.53 deals with two aspects of cover in the context of borrowing. First, borrowed
cash, including cash made available for borrowing, goes to swell the scheme property
Jor the purpose of providing cover in the form of cash. Effectively an additional 10% of
cover can be found in this way.

Second, a back to back currency loan can be regarded as switching the borrowed
currency into the scheme property, and switching the deposited currency out. The
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lending . transaction_does_not-requive~cover,_as_ii-is-a-loan-rather. than-a—forward..or

547

5.48

Juture.

Buz it enables the authorised scheme by borrowing to have cash in another currency fo
use as cover. Although rule 5.51.2(b) does not require cash cover to be in a currency
matching the exposure, it requires the manager to monilor currency rates, and
borrowing in the right currency may thus make the cover more simple to operate.

The transactions contemplated in this Part are approved derivatives entered into on, or
under the rules of an eligible derivatives market; off-exchange derivatives; and
currency forwards.

In brief, therefore, this Section contains provisions to enable derivatives and currency
based techniques to be used for the efficient portfolio management of the authorised
scheme. It also contains provisions to ensure that mere speculation is not classified as
efficient portfolio management, that the purpose is to control or manage risk rather than
to aitempt to profit by taking risk, and that, in particular, so called enhancement
strategies may be undertaken only where the company is reasonably certain to obtain
benefit thereby.

Appropriate transactions

This Section enables the authorised scheme to enter into transactions of the kind specified in rule
5.50 for the purpose of efficient portfolio management, but only when each of the following two
conditions is satisfied:

(a) the transaction is economically appropriate to that purpose, as required by rule 5.48; and
(b) the transaction is fully covered, as required by rule 5.51.

The purpose of efficient portfolio management is io achieve one or more of the following in
respect of the authorised scheme:

(=) the reduction of risk;
® the reduction of cost; and/or

(c) the generation of additional capital or income for the authorised scheme with no, or with
an acceptably low level of, risk.

The purpose in paragraph 2 relates to:
(a) the scheme property of the authorised scheme;

(b) property (whether precisely identified or not) which is to be or is proposed to be acquired
for the authorised scheme; and

(€) anticipated cash receipts of the authorised scheme, if due to be received at some time and
likely to be received within one month.

Economic appropriateness

Any transaction under this Section must be one which (alone or in combination with one or more
others) is reasonably believed by the manager to be economically appropriate to the efficient
portfolio management of the authorised scheme.

Accordingly the manager must have a reasonable belief that:

(a) for transactions undertaken to reduce risk or cost {or both), the transaction (alone or in
combination) will diminish a risk or cost of a kind or level which it is sensible to reduce;
and
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(b) for transactions undertaken to generate additional capital or income, fhe anthorised scheme

5.49

5.50

is—certain \UL certain udm.ug events~which—are-not 1easonably-foresceable)—to—denvc a
benefit from the transaction. ' e

‘Where, for example, the manager wishes to achieve a switch in the authorised scheme exposure, it
may do so, rather than throngh sale and purchase of scheme property, by use of derivatives (a
technique commuonly called “tactical asset allocation™) if the fransactions concerned reasonably
appear to if to satisfy paragraphs 1 and 2(a).

A transaction may not be entered into under this Section if its purpose could reasonably be
regarded as speculative.

Where the transaction relates to the actual or potential acquisition of transferable securities, then
the manager must intend that the authorised scheme ghould invest in transferable securities within
a reasonable time; and it must thereafter ensure that, unless the position has itself been closed out,
that intention is realised within that reasonable time.

Generation of additional capital or income

There is an acceptably low level of risk, for the purposes of rule 5.47.2(c), in any case where the
manager reasonably believes that the authorised scheme is certain (or certain barring events which
are not reasonably foreseeable) to derive a benefit:

(a) on a basis set out in paragraph 2 or 3; or
{b) pursuant to Section L.

The first basis is taking advantage of pricing imperfections in relation to the acquisition and
disposal (or disposal and acquisition) of rights in relation to the same or equivalent property, being
property which the authorised scheme helds or may properly hold,

The second basis is receiving a premium for the writing of a covered call option or a covered put
option, even if that benefit is obtained at the expense of surrendering the chance of yet greater
benefit,

Permitted fransaetions
A transaction under this Section must be:

(2) a derivatives transaction; or

(b) a forward transaction in1 2 currency.,

A derivatives transaction under paragraph 1(a) must be:

(2) in an approved derivative (as defined in mle 5.09.2);

(b) in an off-exchange derivative (as defined in rule 5.10); or
(c) in a synthetic future (as defined in rule 5.11).

Any transaction in an approved derivative must be effected on or under the rules of an eligible
derivatives market.

Any forward transaction must be with a counterparty which is:
(2) an approved bank;

(b) oran authorised person who is regulated by the Financial Services Authorityin the United
Kingdom in respect of investment business of a kind which includes the writing or
purchasing of off-exchange derivatives as principal.

A derivatives or forward transaction which would or could lead to delivery of property to the
trustee may be entered inte only if:

(a) such property can be held by the authorised scheme; or
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() the manager reasonably helieves that delivery of the property pursnant to_the fransaction

5.51

willnot Teadto-abreach-oftheserules:

A transaction permitted under this rule may at any time be closed out.

Cover for transactions under this Section

No transaction may be entered into under this Section unless the maximum potential exposure
created by the transaction, in terms of the principal or notional principal of the derivative or
forward confract, is:

(2) covered individually under paragraph 2 or 3; or

) covered globally under paragraph 4,

and for this purpose the examples in paragraph 10 may be relevant.

Subject to paragraph 3, exposure is covered individually if there is, in the scheme property:

{(2) (in the case of an exposure in terms of property) a transferable security or other property
which is the right kind, and sufficient in amount, to match the exposure; and

®) (in the case of an exposure in terms of money), cash or near cash (or borrowing pursuant
to rule 5.53) or transferable securities which is or ate, or, on being turned into money in
the right currency, will be, sufficient in amount to match the exposure,

Exposure to an index or basket of securities or other assets is covered individually only if the
authorised scheme holds securities or other property which (taking into account the closeness of
the relationship between fluctuations in the price of the two) can reasonably be regarded as
appropriate to provide cover for the exposure, and they may be so regarded even if there is not
complete congruence between the cover and the exposure.

Exposure is covered globally for the purposes of this Section if, after taking account of all the
cover required under paragrapk 2 or 3 for other positions already in existence, there is available
adequate cover from within the scheme property to enable the fresh transaction to be entered into.

A derivative or forward transaction is not available to provide cover for another derivative or
forward transaction under this Section, but;

(2) the two transactions involved in a synthetic foture are to be treated as if they were a single
derivative, and the net exposure from the combination is to be covered on the basis of the
higher of the cover requirements of the options which make up the synthetic firture;

()] synthetic cash (that is where a position in a derivative offsets an exposure in property to
the point where that exposure has effectively been neutralised, and the effect of the
combined holding of both property and the position in the derivative is the same as if the
authorised scheme had received or stood to receive the value of the property in cash) is
available to provide cover for a transaction as if it were cash; and

(c) a covered currency forward or a covered currency derivative may provide cover for a
derivative.

Cash not yet received into the scheme property but due to be received within one month is
available as cover for the purposes of paragraphs 2(b) and 3.

Subject to paragraph 5, to the extent that scheme property has been used for cover in respect of
one exposure (whether under this Section or otherwise), it is ntot available for cover in respect of
another.

Property anticipated under a derivative transaction does not count as property under paragraph

2(a}.
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5.52

manager-reasonably-believes-that-it-is-obtainable-(by-return-or-reacquisition}-in-time-to-meet-the-

obligation for which cover is required.

Examples of the cover requirements are as follows:

(a)

(b)

(c)

@

(e)

a bought put option (or a written call option) on 1,000 ordivary £1 shares (fully paid) of
ABC ple has to be covered by an existing holding in the company of 1,000 ordinary £1
shares (fully paid) of ABC ple (paragraph 2(a));

a bought call option (or written put option) on 1,000 ordinary £1 shares (fully paid) of
ABC ple has to be coversd by cover (in the form of cash or near cash or transferable
securities) which is sufficient in amount to meet the purchase price of the shares on
exercise of the option (paragraph 2{b));

a sold contract for differences on short-dated sterling has to be covered by cash or near
cash or transferable securities, the valuss of which together at least match the notional
principal of the contract (e.g. a LIFFE short sterling contract, or a successive series of such
contracts, is covered by £500,000) (paragraphs 2(b) and 7);

a sold future on the FT-SE 100 Index has to be covered by holdings of equities, which
satisfy the test of appropriateness for cover in paragraph 3 in relation to that future, and
the values of which together at least match the current mark to market valuation of the
future (e.g. if the multiplier per full index point is £25, and if the eventual obligation under
the future is cuwrrently at 2,300, the valuation of the futures position is 2,800 x £25 =
£70,000) {paragraph 3); and

where an authorised scheme has holdings in “blue chip” UK shares and the manager
wishes to provide more exposure fo the US market and decides to sell 2 FT-SE index
future to the value of those shares (this transaction satisfying the test of appropriateness
for cover in paragraph 3), then the sterling “synthetic cash” position created may
thereupon be used as cover for a S&P 500 index future provided that the manager ensures
that the cover remains sufficient (s.g. by reference to the sterling/US dollar exchange rate)

{paragraphs 3 and 5(b}}.

Limits on initial outlay

No more than 5% of the value of the scheme property may be directed to initial outlay in respect of
off-exchange transactions with any one counterparty.

In these rules, “initial outlay” means the amount which the authorised scheme is required to pay,
transfer or deposit as 2 fidelity deposit or otherwise in order to obtain rights under 2 derivatives
transaction; and, for these purposes:

(a)

®)

©

(d)

(e)

ity

variation margin (that is an additioral sum required to be paid to retain the rights
following a movement in prices ete.) is not initial outlay;

premimmn which may become payable in the future pursuant to the transaction in respect of
an option is regarded as initial outlay from the outsef;

in the case of a purchased option, the amount mentioned in paragraph 3 is to be regarded
as initial outlay;

in the case of 2 written off-exchange option, the amount mentioned in paragraph 4 is to be
regarded as initial outlay;

in the case of an off-exchange future, the amount mentioned in paragraph 5 is to be
regarded as initial outlay; and

in the case of a forward transaction, the amount mentioned in paragraph 6 is to be
regarded as initial outlay.
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P 3 -.-...Where an option is purchased for the account of the authorised scheme, the manager shall ascertain .. .
I ‘""‘—‘”““_the amount; if any; by which 5% of the exercise value-of the option-(that-is “th&‘amount'whlch—'“ —
i ~———would-be payable by the authorised scheme onexercise of the option) exceeds the amount paid by —
way of premium.

4 Where an off-exchange option is written for the account of the authorised scheme the manager
shall ascertain at the outset and as at each valuation point the amount which is the sum of:

(a) 5% of the exercise value of the option (that is the amount which would be payable by the
purchaser of the option, on exercise of the option); and

(d) the amount, if any, by which the option is “in the money” to the purchaser of the option.

5 Where a transaction in an off-exchange future is entered into for the account of the authorised
scheme, the manager shall ascertain at the outset and as at each valuation point the amount which
is the sum of:

(=) 5% of the value of the amount of property to be bought or sold pursuant to the contract;
and

(b) the amount, if any, by which the futwre wonld cause a loss to the authorised scheme if it
were to be closed out,

6 Where a forward transaction is entered into for the account of the authorised scheme, the manager
shall ascertain at the outset and as at each valuation point the amount which is 5% of the value of
the forward contract (that is the amount of currency to be purchased or sold pursuant to the
transaction at the cument valuation in the currency or one of the curremcies relevant for the
purposes of the transaction) for each peried of three months (or part thereof) between the date of
the latest valuation and the date of maturity,

553  Borrowing in the context of efficient portfolio management

1 Cash obtained by borrowing, and borrowings which the manager reasonably regards an approved
bank to be commifted to provide, are available for cover under rule 5.51 as long as the normal
limits on borrowing (as to which see rules 5.60 and 5.61) are observed.

2 Where, for the purposes of this Section, the authorised scheme:
(a) borzows an amount of currency from an approved bank; and
(b) keeps an amount in another currency, at least equal to the borrowing for the time being in

paragraph (a), on deposit with the lender {or its agent or nominee),

then this Section shall apply as if the borrowed currency, and not the deposited currency, were part
of the scheme property, and the normal limits on borrowing under rules 5.60 and 5.61 do not apply
to that borrowing,

5.54  Continuing nature of limits and requirements

1 The manager must, at each valuation point (and more frequently if necessary), recalculate the
amount of cover required in respect of positions already in existence under this Section, and
derivatives and rights under forward transactions under this Section may be retained in the scheme
property only so long as they remain covered both individually and globally under rule 5.51.

2 If at any time:
(2) any fact or matter relating to the authorised scheme or its economic environment; or
b the aggregate of all outstanding positions under this Section,

is such that at least one of the relevant transactions (assuming it did not exist) could not then
properly have been effected, either in that size or at all, the manager must forthwith on becoming
aware of that fact take such steps as are necessary to rectify the situation, whether by closing out or
by providing additional cover or otherwise.
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5,56

(efficient portfolio management). Its purpose is to allow authorised schemes io employ
the technigue kmown as stocklending subject o the conditions contained within this
Section. The specified method of stocklending permitted is in fact not a transaction
which is a loan in the normal sense, but rather an arrangement of the kind described in
section 263B of the UK Taxation of Chargeable Gains Act 1992, under which the lender
transfers securities to the borrower otherwise than by way of sale and the borrower is to
transfer thase securities, or securities of the sume type and amount, back to the lender at
a later date. In accordance with good market practice, a separate transaction by way of
transfer of assets is also involved for the purpose of providing collateral to the "lender”
t0 cover him against the risk that the future transfer back of the securities may not be
satisfactorily completed.

Other forms of stocklending, whether combined with stock borrowing or by way of loan
or fransfer of a beneficial interest in stock, are not envisaged in this Section, and,
indeed, are prohibited by rule 5.63.

Stocklending: general

"The powers conferred by this Section may be exercised by an authorised scheme for the purpose of
efficient portfolio management, that is when it reasonably appears to it to be economically
appropriate to do so with a view fo' geperating additional income for the authorised scheme with
1o, or an acceptable degree of, risk.

Paragraph 1 is subject to the obligation of the authorised scheme to comply with any restrictions in
the principal documents or scheme particulars.

Permitted stocklending

The trustee, at the request of the manager {or in the case of a company scheme, the company), may
enter into a stocklending arrangement of the kind described in section 263B of the UK Taxation of
Chargeable Gains Act 1992 of the United Kingdom (without extension by section 263C), but only
it

(a) all the terms of the agreement under which securities are to be reacquired by the trustee
(or in the case of a company scheme, the company) are in a form which is acceptable to
the trustee and in accordance with good market practice;

) the counterparty is:

i) an authorised person regulated by the FSA with the relevant permission under
Part IV of FSMA to enter into stocklending and borrowing arrangments; or

(if) a person approved by the Commission for the purposes of this mle, either
generally or in any particular case; and

(c) collateral is obtained to secure the obligation of the counterparty under the terms referred
to in paragraph (2) and the collateral is:

6] acceptable to the trustee;
(if) adequate within rule 5.57.1; and
(iify  sufficiently immediate within rule 5.57.2.
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..—The. counterparty for the.purpose of paragraph 1 is the person who is obliged pursuant to the

agmemenﬁefened to-in-paragraph-1(a)-to-transfer-to-the- trustec~the—secunt1es -transferred- by -the
~trustee under the-stocklending arrangement or securities of the same kind: - =

Treatment of collateral

1

Explanation, Where a “stocklending” arrangement is entgred into, the scheme
property remains unchanged in terms of value: the securities transferred cease to be
part of the property, but there is obtained in return an obligation on the part of the
counterparty to transfer back equivalent securities. The trustee will also receive
collateral to set against the risk of default in transfer, and that collateral is equally
irrelevant to the valuation of the scheme property (because it is transferred against an
obligation of equivalent value by way of re-transfer). This rule accordingly makes
provision for the treatment of the collateral in that context.

Collateral is adequate only if it:

(a) is at least equal in value, at the time of the fransfer to the trustee, to the value of the
securities transferred by the trustee;

() is transferred to the trustee or its agent;

{c) is the subject of an agreement for transfer of the collateral, or of assets equivalent to the
collateral, by the trustee as soon as the need for it has disappeared; and

{d) ig in the form of one or more of the following:
(i) cash;
(i) near cash;

(iii) Government and other public securities;

{iv) a certificate of deposit;

) a letter of credit; or

(vi)  securities transferred in CREST or through the CGO system by a DBV,
Collateral is sufficiently immediate ift
(a) it is ransferred before or at the time of the transfer of the securities by the trustee; or

(b) the trustee reasonably believes at that time that it will be transferred at the latest by the
close of business on the day of the transfer,

The trustee shall take such steps as are necessary to ensure that the value of the collateral at afl
times is at least equal to the value of the securities transferred by the trustee.

Any agreement for transfer of securities or of collateral (or of the equivalent of either) under this
Section at a firfure date may be regarded, for the purposes of valeation under Part 4 or this Part, as
an unconditional agreement for the sale or transfer of property, whether or not the property is part
of the scheme property of the authorised scheme.

Coliateral transferred to the frustee is part of the scheme property for the purposes of these rules
except in the following respects:

(a) it does not fall to be included in any valuation for the purposes of Part 4 or this Par,
because it is offset under paragraph 4 by an obligation to transfer; or

(b} it does not count as property for any purpose of Part 5 (other than this Section).
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. Paragraphs 4 and. 5(a) do_not apply to any valuation.of collateral itself for the purposes of this

5.58

Section;

The dutym ée[rééféph 3 ﬁay be rega.rEled as satisfied in respect of collateral the vaiidit? of which

is about to expire or has expired, where the trustee reasonably believes that sufficient collateral
will again be transferred at the latest by the close of business on the day of expiry.

Limitation by value

There is no limit on the value of the scheme property which may be the subject of transactions
within this Section.

Section M Cash, Borrowing, Lending etc.

5.59
1

5.60

5.61

Cash and near cash

Scheme property may consist of cash and near cash, where this may reasonably be regarded as
necessary in order to enable:

(2) redemption of units;

() efficient management of the authorised scheme in accordance with its investment
objectives; or

() other purposes which may reasonably be regarded as ancillary to the investment objectives
of the authorised scheme.

Paragraph 1 does not apply during the period of the initial offer, during which the scheme property
may consist of cash and near cash without limitation.

General power to borrow
Subject to the obligation of the authorised scheme to comply with any restriction in the principal

. documents, the trustee, in the case of a unit trust scheme {or in the case of a corpany scheme, the

company) may, in accordance with these rules, borrow money for the use of the authorised scheme
on terrns that the borrowing is to be repayable out of the scheme property.

The trustee (or the company, as appropriate} may borrow under paragraph 1 only from an approved
bank.

The manager must ensure that any borrowing is on a temporary basis and that borrowings are not
persistent, and, for this purpose:

{a) the manager shall have regard in particular to:
) the duration of any period of borrowing; and
(i) the number of occasions on which resort is had to borrowing in any period; and

(b} without prejudice to paragraph (a), the manager must ensure that no period of borrowing
exceeds three months, whether in respect of any specific sum or at all, without the prior
consent of the trustee which may be given only on such conditions as appear to the trustee
appropriate to ensure that the borrowing does not cease to be on a temporary basis only.

This rule does not apply to “back to back” borrowing under rule 5,53.2.

A company scheme shall not issue any debenture falling within paragraph 2 (1)(b) of schedule 1 to
the Law.

Borrowing limits

The manager must ensure that the authorised scheme’s borrowing does not, on any business day,
exceed 10% of the value of the scheme property.
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.. In the case of a_property fund, the manager must ensure that the borrowing does not, on any_

5.62

5.63

5.64

---for the time being-does-not consist of immovables—---

business-day;exceed-10%of the-value-of-that- part“of the—pmpcrty -of-the-autherised-scheme-which

In relation to a property fund, an approved mortgage under rule 5.36 does not count as borrowing
for the purposes of paragraph 2.

This rule does not apply to “back to back” borrowing under rule 5.53.2.

In this rule, “borrowing” includes, as well as borrowing in a conventional manner, any other
arrangement designed to achieve a temporary injection of money into the scheme property, in the
expectation that the sum will be repaid, for example by way of a combination of derivatives which
produces an effect similar to a borrowing, but does not include any arrangement for the authorised
scheme to pay to a third party (including the manager) any costs which the anthorised scherme is
entitled to amortise under rule 8,10 and which were paid on behalf of the authorised scheme by
such third party.

Restriction on lending of money

None of the money in the scheme property of an authorised scheme may be lent and, for the
purposes of this rule, money is lent by the authorised scheme if it is paid to a person {the “payee”)
on the basis that it should be repaid, whether or not by the payee.

Purchasing a debenture is not lending for the purposes of paragraph 1; nor is the placing of money
on deposit or in a current account.

Paragraph 1 does not prevent a company scheme from providing an officer of the company with
funds to meet expenditure to be incwred by him for the purposes of the company scheme (or for
the purposes of enabling him properly to perform his duties as an officer of the company) or from
doing anything to enable an officer to avoid incurring such expenditure.

Restriction on lending of properfy other than money

None of the scheme property of an authorised scheme other than money may be lent by way of
deposit or gtherwise,

Transactions falling within Section L, are not lending for the purposes of paragraph 1.
Noae of the scheme property of an authorised scheme may be mortgaged except under Section F.

Nothing in this rule prevents the authoriced scheme or its tmstee at the request of the manager, in
the case of a unit trust scheme (or in the case of a company scheme, the company) from lending,
depositing, pledging or charging scheme property for margin requirements where the authorised
scheme is using derivatives or forward transactions pursuant to any other of these rules.

General power fo underwrite or accept placings

Subject to the obligation of the authorised scheme to comply with any restriction in the principal
documentis, any power in this Part to invest in iransferable securitics may be used for the purpose
of entering into fransactions to which this rule applies. '

Subject to paragraph 3, this rule applies fo any agreement or understanding (whereby transferable
securities will or may become part of the scheme property):

(a) which is an underwriting or sub-underwriting agreement; or

{b) which conternplates that securities will or may be issued to or subscribed for or acquired
by the authorised scheme.

This rule does not apply to:

(a) an option; or

(B) purchase of a transferable security which confers a right:

(D to subscribe for or acquire a transferable security; or

68




(i) to.convert one fransferable security into_another

4 .. Noagreement or undertaking to which this rule applies may be entered into if it relates to units ima
scheme.
5 The exposure of an authorised scheme to agreements and undertakings within paragraph 2 must, on

any business day:

(a) be covered under rule 5.51 as if the exposure had been incurred in the context of Section K
by means of transactions in approved derivatives; and

(b) be such that, if all possible obligations arising under them had immediately to be met in
full, there would be no breach of any limit in these rules.

5.5  Guarantees and indemnities

1 Subject 1o paragraph 2, in the case of an anthorised scheme which is a company scheme, the
company shall not provide any guarantes or indemnity in respect of the obligation of any person
and, in the case of any authorised scheme, none of the scheme property may be used to discharge
any obligation arising under a guarantee or indemnity with respect to the obligation of any person.

2 Paragraph 1 does not apply to:

(a) in the case of a company scheme, an indemnity falling within the provisions of section
67F(2) of the Companies Law;

(b subject in the case of a company scheme to section 67F of the Companies Law, an
indemnity given to the trustee against any Hability incurred by it as a consequence of its
safe keeping of any of the scheme property or incurred by it as a consequence of the safe
keeping of any of the deposited property by anyone retained by it to assist it to performrits
function of the safe keeping of the scheme property;

{<) any indernnity or guarantee given for margin requirements where the authorised scheme is
using derivatives or forward transactions pursuant to Part 5 of these rules; or

{d) an indemnity given to a person winding-up a scheme if the indemnity is given for the
purposes of amangements whereby the whale or part of the property of that scheme
becomes the first property of the authorised scheme and the holders of units in that scheme
become the first holders in the authorised scheme.

Section N Miscellaneous

5.66  Requirement fo cover sales

1 No agreement by or on behalf of an anthorised scheme to dispose of scheme property may be
made:

(a) unfess that obligation, and any other similar obligation, could immediately be honoured by
the trustee {or in the case of a company scheme; the company) by delivery of property or
the assignment of rights {or like arrangement under the law applicable to the scheme
property); and

(b) the property and rights at paragraph (a) are owned by the authorised scheme at the time of
the agreement.

2 Paragraph 1 does not apply to a derivatives or forward transaction under Section K.
3 Paragraph 1 does not apply to a futures and options fund or to a geared futures and options fund,
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1

No authorised scheme may invest.in or dispose of units in another scheme (the “second scheme”),
which is managed by the manager of such authorised scheme or an associate of that manager,
unless the manager of the authorised scheme is under a duty to pay to the authorised scheme by the
close of business on the fourth business day next afier the agreement to buy or to sell:

(a) on investment, either any amount by which the consideration paid by the authorised
scheme for the units in the second scheme exceeds the price that would have been paid for
the benefit of the second scheme had the units been newly created or issued by it or, if
such price cannot be ascertained by the manager, the maximum amount of any charge
permitted to be made by the issuer of units in the second scheme; and

(b) on disposal, the amount of any charge made in respect of the disposal.
For the purposes of this rale:

(a) any addition to or deduction from the consideration paid on the acquisition or disposal of
units in the second scheme, which is applied for the benefit of the second scheme and is,
or is akin to, a dilution levy made pursuant to rule 4,23, shall be ireated as part of the price
of the units and not as part of any charge; and

(b} any charge made in respect of an exchange of units in one sub-fund or separate part of the
second scheme for units in another sub-fund or separate part of that scheme shall be
included as part of the consideration paid for the wmits.

70



6.01
1

, .. Part 6 -Title to Units and Dealings therem

Explanation. Thix Part deals (at rules 6.01-6.04) with the register of holders, kept by
the trustee (or in the case of a company scheme, the company), and the supply efc of
certificates. It should be noted that although this Part includes standard provisions for
the issue of bearer certificates, the Commission will not normally authorise any scheme
which makes provision to issue certificates to bearer. Thereafter, this Part deals (at
rules 6.10-6.12) with the transferability of units, whether by act of the parties (e.g.
trading) or by operation of law (death or bankruptcy). Other maiters relating io
ownership and documentation are also covered,

The register

The trastee (or in the case of a company scheme, the company) shall establish and maintain in
Guemsey a register of the holders (the “register”) in accordance with this rule.

The trustee (or in the case of a company scheme, the company) may appoint some other person
(including the manager and, in the case of & compamny schems, the trustee) (the “registrar™) to
establish and maintain the register on its behalf in a form and manner approved by the trustee (or in
the case of a company scheme, the company) and, if the trustee (or in the case of a company
scheme, the company) does so:

() the trustee {or in the case of a company scheme, the company) will remain responsible for
the discharge of all its duties in relation to the register under these rules; and

(b) anything required or authorised under these rules to be done in relation to the register by,
to or before the trustee (or in the case of a company scheme, the company) may be done
by, to or before the registrar.

The register shall be maintained in a legible form or in 2 manner capable of being reproduced in a
legible form.

There shall be entered in the register:

(2) the name and address (being, in the case of a body corporate, the address of its registered
office or principal place of business) of each holder (but so that for any second or
subsequent forename an initial shall suffice} and in the case of joint holders the first name
shall suffice for any second or subsequent holders, other than one whose units are all for
the time being represented by bearer certificates;

(b) the number of units (including fractions of a unit) of each class held by each such holder,
other than units the title to which is for the time being represented by bearer certificates,
and the serial numbers, if anty, of the certificates issued in respect of those units;

)] the date on which the holder was registered in the register in respect of the units standing
in his name; *

@ the number of units (including fractions of a unit) of each class for the time being in issue
and represented by bearer certificates and the serial nurmnbers of those certificates; and

(e) the date on which any transfer is registered (and a sufficient reference to enable the name
and address of the transferee to be identified).

The trustee (or in the case of 2 company, the company) will not be bound to register more than four
persons as the joint holders of any units.
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6 ‘The-manager-and-the-rustee-{or-in-the-case-of-a-company-scheme;-the-manager-and-the
directors) must:

6.02

3

6.03

6,04

(a) take all reasonable steps; and

£)] exercise all due diligence,

to ensure that the information contained in the register is at all imes complete and up to date.
In pursuance of paragraph 6, the manager must in particular: .

{a) take such steps as are necessary to obtain and supply information from or concerning any
new holder of units to enable the entry in the register to be made; and

(b) forthwith notify to the frustee (or in the case of a company scheme, the company) any
information which the manager receives relating to the accuracy of or any change to any
entry in the register.

Nothing in this Part of these rules requires the manager or frustee {or in the case of a company
scheme, the company) to make or alter any entry in the register or to issue any certificate or other
docurment or to accept any transfer or conversion in any case where either of them congiders it
hecessary or appropriate to carry out or complete identification procedures in relation to the holder
or another person pursuant to 2 statutory or regulatory obligation,

The register as evidence of title

Subject to rule 6.07, the register shall be conclusive evidence as to the persons entitled to  the
units entered therein,

No notice of any trust {express, implied or constructive), which may be entered in the register in
respect of any unit shall be binding on the manager or the trustee (or in the case of a company
scheme, the company).

A body corporate may be registered as a holder or as one of joint holders.

The manager as holder

The manager may become registered as a holder of units and shall be deemed to hold each unit
(other than a unit the title to which is for the time being represented by a bearer certificate) during
such times as neither the manager nor any other person is entered in the register as the holder
thereof.

Certificates

Subject to paragraph 3, the manager or the trustee {or in the case of a company scheme, the
company) shall within 21 days after the issue to a person of units in an authorised scheme (or, if it
be later, within five business days after receipt by the manager of cleared funds and registration
details by way of consideration for the issue of those units) provide that person with a certificate
Tepresenting those units in such form as may from time to time be agreed between the manager and
the trustee (or in the case of a company scheme, the directors) and, subject to paragraph 3, each
such certificate shall:

(a) bear the name of the zuthorised scheme and, in the case of an umbrella fund, the name of
the sub-fund;

(b) be dated;

(©) bear the names and addresses of the manager and the trustee;

(d) subject to paragraph (g), bear a distinctive number in serjes;

(e) specify the number of units represented thereby and, where more than one class of unit in

the authorised scheme is available, the class of unit represented thereby;
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6.05

6.06

more than one, the name and address of the holder first named in the register and the
names only of the others; and

{g) be signed on behalf of the frustee (or in the case of a company scheme, be signed on
behalf of the cormpany or be issuzed under seal (if such sealing is required under applicable
law)) in such manner as is specified in the principal documents (which may in addition
dispense with the need for distinguishing numbers on such basis as is therein prescribed).

If permitted under applicable law the principal documents may authozise the issue of bearer
certificates; and in this case a certificate issued under paragraph I shall, if the holder to whom it is
issued so requests, instead of stating his name and address, state that the bearer of the certificate is
entitled to the units represented by the certificate.

The principal documents may authorise the manager and the trustee (or in the case of a company
scheme, the company) to dispense with all or any of the requirements of this rule but may
nonetheless authorise the manager and the trustee (or in the case of a company scheme, the
company) 1o issue bearer certificates and, if they do so, the manager and the trustee (or in the case
of a company scheme, the company) shall be obliged to deliver bearer certificates representing
such of a holder’s units as the holder has requesied be so represented.

Certificates shall be valid and binding notwithstanding that before the delivery thereof any person
whose signature appears thereon as a duly authorised signatory ceases to be an authorised
signatory,

Conversion of units

This rule applies to any authorised scheme in which there are units of more than one type or class,
and governs the conditions of conversion of units of one type into units of another or of units of
one class into units of another.

Conversion is possible under this rule only if more than one type or class of units is in existence
and is offered for issue or sale at the time of the request for conversion.

If a holder requests the manager to convert units, the manager shall make a request in writing to
the trustee (or in the case of a company scheme, the company); but it need not do 50, nor need the
trustee (or in the case of a company scheme, the company) comply with the request if it does, if
the conversion would result in the holder holding less than any number or value of units of any
type or class stated in the scheme particulars as the minimum number or value that may be held,

If the manager makes a request under paragraph 3, the trustee (or in the case of a company
scheme, the company) shall, unless excused by paragraph 3, convert the relevant units info the
appropriate number of units of another type or class (in the case of a company scheme, by
cancellation of the existing units and creation of new units), and that number shall be determined
by the manager, after consulting the trustee (or in the case of a company scheme, the company), on
terms that are fair to the holder requesting conversion and to other holders.

Part 4 daes not apply when units are converted uader this rule,

Subdivision and consolidation of unifs

The manager may, unless expressly forbidden to do so by the principal documents, at any time or
times when no bearer certificates are in issue with the approval of the trustee {or in the case of a
company scheme, the company) determine:

(a) that each unit shall be subdivided into two or more units (whereupon each unit shall stand
subdivided accordingly); or

() that two or more units shall be consolidated (whereupon those units shall stand
consolidated).

Upon & sub-division of units in accordance with paragraph 6, the trusiee (or in the case of 2
company scheme, the company) shall:
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6.07

thé number of additional units to which he has become enfified by reason of the sub-
division ar endorse his existing certificate to indicate that it represents the original and that
additional number of units; and

{t) forthwith give notice of the sub-division to each holder (or to the first named of joint
holders) whose name is entered in the register accompanied, except where the principal
documents have dispensed with this requirement, by an additional ceriificate or an
jovitztion to submit his certificate for endorsement.

Upon a consolidation of umits in accordance with paragraph 6, the trustee {or in the case of a
company scherne, the company} shall:

(2) either endorse existing certificates to indicate that they represent the consolidated number
of units or cancel existing certificates and issue new certificates; and

(b) forthwith pive notice of the consolidation to each holder (or to the first named of joint
holders) whose name is entered in the register accompanied, except where the principal
documents have dispensed with this requirement, by an invitation to submit his certificate
for endorsement or for cancellation upon the issue of a new certificate.

If the principal documents relieve the manager and the trustee {or in the case of a company
scheme, the company) from any obligation to issue certificates representing units other than bearer
units, the manager and the trustee (or in the case of a company scheme, the company) shall be
obliged to deliver bearer certificates representing such of a holder’s units as the holder has
requested, but shall not issue any certificates representing units other than bearer certificates,

In the case of joint holders, the trustee (or in the case of a company scheme, the company) shall not
be bound to issue more than one certificate, and delivery to one such person shall be delivery to all.

This rule does not require the manager and the trustee (or in the case of a company scheme, the
company) to issue certificates in respect of units purchased under an arrangement for the purchase
of units at regular intervals unless the holder has requested the issue of certificates in respect of
them.

If the authorised scheme is a “participating issuer” for the purposes of CREST, the manager and
the trusiee {or in the case of a company scheme, the company) shall not issue certificates
representing any units of the authorised scheme which are held in uncertificated form within
CREST.

Default by holder
If:

(2) such evidence is furnished to the trustee (or in the case of a company scheme, the
company) as the trustee (or the company) shall require to show that default has been made
by a holder in making any payment in money or a transfer of property due to the manager
or the trustee (or in the case of 2 company schems, the company) under the provisions of
these or any other rules made by the Cormmission or the principal documents in respect of
the creation and issue of units to that holder; and

(b) any certificate in respect of those units which has been signed on behalf of the trustee (or
i the case of a company scheme, the company) is received by the trustee (or the
company),

the trustee (or in the case of a company scheme, the company) shall cancel or make any necessary
amendments to that certificate and make any necessary deletion or alteration in the register and
thereafter the manager shall be entitled to the units in respect of which the defaulting holder’s
name has been removed from the register until the same be cancelled or issued by the manager and
the name of the purchaser entered in the register.
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6.09

6.10

This rule applies where the principal documents authorise the issue of bearer certificates as
permitted by applicable law,

A holder whose units are for the time being evidenced by an entry in the register may apply to the
trustee (or in the case of a company scheme, the company) for his name to be struck out of the
register in respect of some or all of those units and:

(a) if be does so; and

(b) where certificates evidencing title to those units have been issued upon surrender to the
trustee (or in the case of a company scheme, the company) of those certificates,

his name shall be so struck out and he shall be issued with a bearer ceriificate n substitution
therefor,

A holder whose units or some of them are for the time being represented by bearer certificates may
apply to the trustee (or in the case of a company scheme, the company) for his name to be entered
in the register in respect of some or all of those units and, upon surrender to the trustee (or in the
case of a company scheme, the company) of the bearer certificates representing title to those units,
the trustee (or in the case of a company scheme, the company) shall enter the name of that holder in
fne register in respect of those units and, unless the principal documents relieve the manager and
the trustee (or in the case of a compamy scheme, the company) fiom any obligation to issue
certificates representing units, issue to him certificates evidencing his title to those units.

Exchange and replacement of certificates

Every holder whose units are represented by certificates shall be entitled to exchange any or all of
his certificates for one or more certificates of such denominations as he may require representing
the same aggregate number of units of the same class but, before any such exchange is carried out,
the holder shall surrender the certificate or ceriificates to be exchanged or shall furnish the
evidence required in paragraph 2(a) and shall pay the sum payable (if any) in respect of the issue of
a new certificate or certificates.

If a certificate is defaced, mutilated, lost, stolen or destroyed the trustee (or in the case of a
company scheme, the company) may in its discretion issue to the person entitled a new certificate
in lieu thereof but no such new certificate shall be issued unless the applicant has:

{a) furnished to the trustee (or in the case of a company scheme, the company) evidence
satisfactory to the trustee (or the company) of the defacement, mutilation, loss, theft or
destruction of the original certificate;

{b) paid all expenses incurred in connection with the investigation of the facts thereof;

{c) in the case of defacement or mutilation, produced and surrendered to the trustee {or in the
case of a company scheme, the company) the defaced or mutilated certificate; and

{d) if required by the trustee or the manager (or in the case of a company scheme, the
company) so to do, furnished to the trustee (or in the case of a company scheme, the
company) such indemnity as the trustee or manager {or the company) may require.

Every certificate issued under this rule shall be in the name of the holder of the units represented
by the certificate or certificates surrendered, defaced, mutilated, lost, stolen or destroyed.

Transfer of units by act of parties

Subject to paragraph 2, every holder shall be entitled to transfer units held by him in respect of
which he is entered in the register by an instrument of transfer in any usual or common form or in
such other form as the trustee and the manager {or in the case of a company scheme, the directors)
may from time to time approve.
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6.11

6.12

fransrer:

(a) if the transfer is of some only of the units of any class held by a holder if such transfer
would result in the holder, or the transferee, being a holder of such number or value of the
units of the class in question as would be less than any number or value stated in the
scheme particulars as the minimum nurnber or value that may be held;

{(b) if the principal documents contain a limitation upon the categories of persons who may be
holders and the transferee is not within one of those categories;

(c) urless and until the trusiee (or in the case of a company scheme, the company) has been
furnished with such evidence and declarations as to status, residence or otherwise as it
may require;

(d) of units over which the trustee, the manager or the authorised scheme may kave a Hen; or
{e) if the instrument of transfer relates to units of more than one class.

Every ipstrument of transfer of units shall be signed by or on behalf of the holder transferring the
units {or in the case of 2 body corporate, sealed by that body or signed by one of its officers) but
need not be signed by the transferee unless the units are partly paid; and, unless the transferee is
the manager, the transferor shall be deemed to remain the holder until the name of the transferee
has been entered in the register.

Every instrument of transfer which is required to be stamped by applicable law must be duly
stamped and left with the trustee (or in the case of a company scheme, the company) for
registration accompanied by any necessary declarations or other documents that may be required
by applicable law and by the certificate or certificates relating to the units to be transferred and by
such other evidence as the trustee (or in the case of a company scheme, the company) may require
to prove the title of the transferor or his right fo transfer the units or, in the case of a body
corporate, the authority of the signatory on its behalf. The trustee (or in thé case of a company
scheme, the company) may dispense with the nroduction of any certificate which has been lost,
stolen or destroyed, upon compliance by the transferor with the requirements which apply in the
case of an application by him for the replacement thereof,

All instruments of transfer which are registered shall be retained by the trustee {or in the case of 2
company scheme, fhe company) for a period of six years and a reference on the register enabling
the name of the transferor and the transferee and the date of transfer to be identified.

Subject to rule 6.12, no fee shall be charged for the registration of any transfer or the issue of a
new certificate in the name of the transferee; and if some only of the units represented by a
certificate are transferred, the framsferor shall be entitled free of charge to a mew certificate in
respect of the balance.

Registration of a transfer in favour of the manager

Upon the registration of  transfer in favour of the manager, the certificate or certificates in respect
of the units transferred shall be cancelled and the name of the holder removed from the register in
respect of such units, but the name of the manager need not be entered in the register as the holder
of such units nor a certificate issued therefor.

Such removal shall not be treated for any purposes as a cancellation, withdrawal or redemption of
the units and such units may, after the registration of such transfer, be sold by the manager or be
registered in its name so long as such units have not been cancelled.

Transfer of units by operation of Jaw
Subject to applicable law:

{a) on the death of any one of joint holders the survivor or survivors shall be the only person
or persons recognised by the trustee and the manager (and in the case of a company
scheme, the company) as having any title to or any interest in the umits; and upon
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company rmay require-and-deliverimg upthe-relevant-certificate;the-survivor-or-survivors
shall be entitled to have such certificate duly marked or to have a fresh certificate issued in
his name or their names as may be appropriate;

the legal personal representative of a deceased holder (not being one of two or more joint
holders) shall be the only person recognised by the trustee and the manager (and in the
case of a company scheme, the company) as having titfe to the units held by him; and

i) any person becoming entitled to a unit in consequence of the death of any sole
holder or of the survivor of joint holders, in consequence of bankruptcy, désastre,
curatelle or similar proceedings or under an order of a2 Guemnsey court may,
subject as hereafter provided, upon producing such evidence as to his title as the
trustee (or in the case of a company scheme, the company) may reasonabiy
require, either be registered himself as holder of such unit upon giving to the
trustee (or in the case of a company scheme, the company) notice in writing of
such his desire or transfer such unit to some other person;

(i) all the provisions of these rules relating to the transfer of units shall be applicable
to any such notice or transfer as if it were a transfer signed by such holder; and

(iif)y  the trustee (or in the case of a company scheme, the company) may at its
diseretion retain any monies payable in respect of any unit of which any person
under the provisioas of this paragraph is entitled to be registered as the holder, or
is entitled to transfer, until such person is registered as the holder of such unit or
duly transfers it,

Change of name or address of holder

The principal documents shall require any change of name or address on the part of any holder to
be forthwith notified to the trustee (or in the case of a company scheme, the company) by the
holder or the manager as the case may be.

The trustee (or in the case of a company scheme, the company) shall:

(a)

(b)
(©)

upon receipt of notice in writing of a change of name, or of a change of address, of any
holder;

upon being satisfied thereof, and

on compliance with such formalities, including in the case of a change of name, the
surrender of any certificate previously issued to such holder, as the trustee (or in the case
of a company scheme, the company) may require,

alter the register accordingly and either issue a new certificate to the holder or make an appropriate
endorsement to the holder’s existing certificate.

Payment of fees on issue of certificates

If authorised by the principal documents to do so, the trustee (or in the case of 2 company scheme,
the company) or the registrar on the trustee’s {or company’s) behalf may make:

(2)
(b)

the issue of a certificate under these rules other than rule 6.04; and

the registration of any document relating to or affecting the fitle to any unit,

conditional upon the payment to it of such reasonable fee as the manager and the trustee {or in the
case of a company scheme, the company) may agree.
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The trustee {or in the case of a company scheme, the company) shall deliver to or to the order of the
manager certificates evidencing title to units in such denorninations and, unless they are bearer
certificates, in the names of such persons as holders of the units, as the manager may require for the
purpose of delivering them to those to whom the manager has issued units; and they shall do so
forthwith upon the request of the manager:

(a) in the case of units to be issued on their creation, upon payment to the trustee of the
consideration payable in connection with their issue; or

(b) in the case of units which are to be issued otherwise than on their creation, upon the
surrender to the frustee (or in the case of a company scheme, the company) of certificates
representing that number of units of the relevant class which are to be re-issued.

Inspection of the register and copies of eniries

The trustee {or in the case of a company scheme, the company) shall make the register available
for inspection in Guernsey by or on behalf of the holders or the mamager free of charge during
ordinary office howrs (subject to such reasonable restrictions as the trustee (or in the case of a
company scheme, the company) may impose but so that not less than two hours in each business
day shall be allowed for inspection) except that the register may be closed at such times and for
such periods (not exceeding 30 days in any one year) as the trustee (or in the case of a company
scheme, the company) may from time to time determine.

The trustee (or in the case of a company scheme, the company) shall supply the manager (and in
the case of a company scheme, the trustee) with a copy of the register or any part of it on request.

The trustee {or in the case of a company scheme, the company) shall supply a holder or his
anthorised representative fiee of charge with a copy in print of the entries on the register relating to
that holder.
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Part 7 - Powers and Duties of the Manager, the Directors and the Trustee

7.01

Explanation. This Pari deals with the powers, duties and responsibilities of the
manager, the directors and the trustee. The manager (and in the case of a company
scheme, the directors} and trustee have fiduciary duties stemming from the general law,
Jrom the principal documents and other documents relating to the individual scheme
(scheme particulars) and from these rules. Generally the manager has the executive
responsibility for the authorised scheme, in that he manages the investments, performs
the valuations and determines the prices. The trustee has the duty of oversight and
supervision and safeguards the fitle to the investments and the interests of the holders in
them.

The manager of a company Scheme is entitled to discharge all the powers, duties and
discretions of the directors, subject to rule 7.02.1 and applicable law. The directors of a
company scheme may also delegate to any director, or any committee consisting of one
or more directors, any of the directors ' powers or duties.

The manager or directors may retain the services of anyone, including the trustee, to
assist them and, subject to rules 7.15.4 and 7.15.5, the trustee may retain the services of
anyone, including the manager (and in the case of a company scheme, a director of the
company} to assist it.

This Part also contains requirements relating to transactions entered inio between the
authorised scheme and certain persons directly or indirectly connected with it.

Finally, this Part includes provisions concerning the appointment and termination of the
appointment of the manager.

Introduction

This Part defines the relationship between the manager and the trustee, in the case of a unit trust
scheme, and the manager, the trstee and the directors, in the case of a company scheme.

Section A The Manager

7.02
1

Management of the authorised scheme
It is the duty of the manager to manage the authorised scheme in accordance with:

(a) the principal documents;
{b) these rules; and
(c) the most recently published scheme particulars.

Subject to paragraph I, it is the manager’s right and duty to make decisions as to the constifuents
of the scheme property of the authorised scheme in such a way as appears to it likely to secure that
the abjectives of the schere are attained and that any particular objectives specified in the scheme
pariiculars are achieved, subject in the case of a company scheme, to any directions from time to
time given by the directors.

In the case of a company scheme, it is the duty of the directors not to give any directions or
exercise any powers, duties or discretions which would or might cause the company to operate
otherwise than in accordance with the principal documents or these rules.
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" the directars, subject to paragraph 1 and to any provisions of applicable law; and, if so required, '
- the-directors shall execute @l such insttuments and documents and ‘do’ everything necessary or
desirable to give full effect to this provision.

5 The duty at paragraph 1 extends to taking all reasonable steps, and exercising due diligence, to
ensure that the units in the authorised scheme are priced in accordance with the pravisions of Part
4.

6 The duty at paragraph 1 extends to taking action forthwith to rectify any breach of Part 4 and,

where the breach relates to the incorrect pricing or late payment in respect of the sale of units,
rectification shall, unlegg the trustee otherwise directs, extend to the reimbursement or payment, or
arranging the reimbursement or payment, of money:

(a) by the manager to holders or former holders;
(b) by the manager to the authorised scheme; or

{c) by the anthorised scheme to the manager,

but rectification need not, unless the trustee otherwise directs, extend {o any such reimbursement
or payment where it appears to the trustee that the incorrect pricing, or late payment in respect of
sale, is of minimal significance.

7 The manager must instruct the trustee from time to time in writing as to how rights aftaching to the
ownership of scheme property are to be exercised; but not in the case where, under rule 7.11.2, the
trustee has the right to decide after consultation with the manager.

703  Dealings in scheme property

1 The manager may without the specific authority of the trustee give instructions as to the acquisition
or disposal of property for the account of the authorised scheme.

2 Where the trusiee is of the opinion that a particular acquisition or disposal of property for the
aceount of the authorised scheme exceeds the powers conferred on the manager (o1 in the case of 2
company scheme, the company) by these rules, the trustee may require the manager to cancel the
transaction or make 2 corresponding disposal or acquisition to secure restoration of the previously
existing situation and to meet any resulting expense.

3 Where the trustee is of the opinion that:

(a) an acquisition of property for the account of the authorised scheme necessarily involves
documents of tiile or documents evidencing title being kept in the custody of a person
other than the trustee; and

) the trustee cammot reasonably be expected to accept the responsibility which would
otherwise be placed upon it if it were to permit custody by such other person,

the trustee may require the mamager (for the account of the authorised scheme) to cancel the
transaction or make a corresponding disposal.

7.04 Maintenance of records ete.

1 The manager must keep such accounting and other records as are necessary:
(a) to enable it to comply with these rules; and
(b) to demonstrate at any time that such compliance has been achieved.
2 The manager must keep a daily record of the units held, acquired or disposed of by the manager,

including the classes of such units, and of the balance of any acquisitions and disposals and such
accounting and other records as are necessary:

{(a) to enable the manager to comply with these rules; and
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The manager must make the daily record available for inspection by.the. trustee in Guernsey free of
charge at all times during ordinary office howrss and must supply the trustee with a copy of the
record or any part of it on request free of charge.

Audit

(a) In the case of a unit trust scheme, the manager shall, at the outset and upon any vacancy,
with the approval of the trustee appoint a qualified auditor as auditor for the authorised
scheme.

(b) In the case of a company scheme, the directors shall, at the outset and upon any vacancy,
with the approval of the trustee and in accordance with the principal documents and
applicable law appoint a qualified auditor as auditor for the authorised scheme.

The audit fees of the auditor shall be determined or fixed by the manager and the trustee and, in the
case of a coropany scheme, with the sanction of any resolution of holders required under applicable
law,

The manager shall have the accounts required to be included in the annual report in accordance
with rule 10.01 audited by the auditor; and that report shall be accompanied by a report of the
anditor to the holders that those accounts have been audited in accordance with approved auditing
standards and stating whether or not in their opinion they give a true and fair view of the financial
position of the authorised scheme as at the end of the annual accounting period.

An auditor may at any time be removed by:
(a) the manager with the approval of the trustee in the case of a unit trust scheme; or

() the directors in the case of a company scheme with the approval of the trustee and in
accordance with the principal documents and applicable law,

notwithstanding anything in any agreement between the persons concerned, but subject to
applicable law. The manager shall forthwith give notice to the Commission of any such removal
with a statement of the reasons therefor.

Tax returns

The manager must from time to time prepare and supply to the trustee such returns relating to the
scheme property as are required to be submitted by the trustee {or in the case of a company
scheme, by the company) to any fiscal authority.

Review of scheme’s constitution

The manager must keep under review the principal documents and the scheme particulars with a
view to ensuring that they are in compliance with applicable law, including these rules, and from
time to time must make or propose the making of such changes therein as are necessary or
desirable in the infterests of holders,

Manager to supply information

The manager must on the request of the trusiee (and in the case of a company scheme, the
directors) forthwith supply such information concerning the management and administration of the
authorised scheme as may be reasonably required.

Section B The Trustee

7.09
1

General duties of the trustee
It is the duty of the trustee to take reasonable care to ensure:

(a) except in relation to Part 5, that the authorised scheme is managed by the manager in

accordance with rule 7.02.1; and
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© 777 authorised schenie do not exceed the powers conferred on the manager (or in the cdse of 4

" Company scherie, the company).”
The trustee must satisfy itself on reasonable grounds and on a continuing basis that:

(a) the manager is adopting such procedures and methods as are appropriate to ensure that the
price of a unit is calculated for each valuation point in accordance with Part 4; and

(b) the manager has maintained sufficient records to show compliance with Part 4.
The frustee, in the context of its role as such, must act solely in the interests of holders.

The trustee shall inform the Commission immediately upon becoming aware of any circumstance
as a result of which the trustee is not satisfied that:

(a) except in relation to Part 5, the authorised scheme is managed by the manager in
accordance with rule 7.02.1; and

(b) decisions about the constituents of the property of the scheme do not exceed the powers
conferred on the manager,

unless the trustee is satisfied that the circumstance in question is not, and is not likely to becorne,
materially significant.

Without prejudice to paragraph 4, if the trustee becomes aware of a circumstance which it needs to
investigate in order to ascertain whether its duty to inforrn under paragraph 4 arises and it has not
satisfied itself within 90 days of becoming aware of that circumstance that its duty under
paragraph 4 has not arisen, then immediately upon the expiration of the 90 days the trustee shall
inform the Commission of that circumstance,

The trusiee shall not retire voluntarily untess, prior to its retirement, it has ensured that the new
trustee has been informed of any circumstance of which the retiring trustee has informed the
Commission in accordance with paragraph 4 or paragraph 5 or which is being investigated for the
purpose of paragraph 5.

The person appointed as the trustee must:

(a) in the case of a company scheme, be independent of the company and of the persons
appointed as directors of the company; and

(b) in the case of an authorised scheme, be independent of the manager.

Control by the trustee over the scheme property

The trustee shall be responsible for the safekeeping of all of the schems property of the authorised
scheme (other than tangible movable property) entrusted to it and shall ensure that any of that
scheme property in registered form shall, as soon as practicable, be registered in the name of the
trustee, or without prejudice to rule 7.13, its nominee and that any transaction entered into for the
purposes of Section K of Part 5 is entered into in such manner as to ensure that any resulting
benefit is received by the trustee and held by it as part of the scheme property.

The trustee is responsible for the collection of any income due to be paid for the account of the
authorised scheme and shall hold and deal with any income so collected in accordance with these
rules,

The trustee must take all steps and execute all documents which are necessary to ensure that
fransactions properly entered into for the account of the authorised scheme in accordance with
Section A are completed.

The trustee must keep such records as are necessary:
(a) to enable it to comply with these rules; and

{b) to demonstrate that such compliance by it has been achieved.
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instructions properly given to it by the manager as to the exercise of rights (including votmg' o

rights) attaching to the ownership of scheme property are carried out.

The frustee may exercise (or not exercise) any right of voting conferred by any of the scheme
property of the authorised scheme which is in units or shares in other schemes managed or
otherwise operated by the manager or by an associate of the manager, or in the case of a cornpany
scheme, by any director of the company or by an associate of any such director, but only after
consultation with the manager or the director (as the case may be).

The trustee must upon the written request of the manager from time to time execute and deliver or
cause to be executed and delivered to the manager or its nominees such powers of attorney or
proxies as the manager may reasonably require, in such name or names as the manager may
request, authorising such attorneys and proxies to vote, consent or otherwise act in respect of all or
any part of the scheme property not included in paragraph 2.

The trustee must without undue delay forward to the manager all notices of meetings, reports,
circulars, proxy solicitations and other documents of a like nature received by it as registered
kolder of any investment.

In this rmle “voting™ includes giving any consent to or approval of any arrangement, scheme or
resolution or any alteration in or abandonment of any righis afiaching to any part of the scheme
property and “right” includes a requisition or joining in a requisition to convene any meeting or to
give notice of any resolution or to circulate any statement or to consent to any short notice of any
meeting,

Section C The Manager, the Trustee and the Directors

7.12
1

7.13

7.14

2

Duties of the manager, the frustee and the directors under applicable law

Subject to paragraph 4, the duties of the manager, the trustee and the directors imposed on them by
these rules and by the principal documents are in addition to and not in derogation from the duties
which are otherwise imposed on them by applicable law.

Subject to paragraph 4, the manager, the trustee and the directors are required to fulfil those other
duties by these rules as well as by applicable law,

Subject to paragraph 4, the manager, the trustee and the directors have, by virtue of these rules, all
the powers conferred on them by applicable law,

Paragraphs 1, 2 and 3 apply only in so far as the duties imposed or powers conferred by applicable
law are not qualified or restricted by these rules in a manner which is effective under applicable
law,

Timely performance of duties

The manager, the trustee and the directors must perform the functions and fulfil the duties
conferred upon them by these rules in a timely manner unless deley is both lawful and in the
interests of the holders.

Duties of the manager and the trustee: investment and borrowing powers

Subject to paragraphs 6 and 7, it is the duty of the manager:

(2) to take all reasonable steps; and

(b) to exercise all due diligence,

to avoid the scheme property being used or invested contrary to any provision in Part 5.

It is the duty of the trustee:
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(b} .. ... to.exercize all due diligence, . R

to monitor the management of the scheme property sufficiently to ensure that the manager
complies with paragraph 1.

Without prejudice to paragraph 1, it is the duty of the manager, forthwith upon becoming awate of
apy breach of any provision in Part 5, to take action, at its own expense, to rectify that breach,
unless the breach occurred as the result of a circumstance of one of the types described in
paragraphs 4 and 5.

Paragraph 6(b) applies:

(a) where the scheme property is used or invested at any time contrary to any provision of
Part 5 (other than a provision excusing a failure to comply on a temporary basis); and

(b) the reason for the confraveation is beyond the control of both the manager and the trustee.

(a) Paragraph 6 applies to a transaction (“subsequent transaction™) deriving from a right (such
as the right to convert stock or subscribe to a rights issue) atiributable to an investment
(“original investment”) of the authorised scheme, which subsequent transaction, but for
this rule, would constitute a breach of Part 5, provided that, at the time of the acquisition
of the original investment, it was reasonable for the manager, on the assumption that any
right attached to the original investment when it was acquired would be exercised, to
expect that a breach would not be caused by the subsequent transaction.

(b) In this paragraph 5 the exercise of a right shall be deemed to include the taking effect of a
right without any action by or on behalf of the trustee or the authorised scheme.

(a) Nothing in Part 5 prevents the manager (or in the case of a company scheme, the
company) from entering info a transaction of the type described in paragraph 5 provided
that the manager obtains the prior consent of the trustee in writing,

)] When this paragraph applies by virfue of paragraph 4 or 5, the manager must take such
steps as are necessary fo ensure a restoration of compliance with Part 5 as soon as is
reasonably practicable having regard to the interests of the holders and, in any event,
within the period specified in paragraph 8.

Forthwith upon the trustee becoming aware of any circurnstance described in paragraph 4 or any
breach resulting ffom the exercise of, or receipt of a benefit from, a right in the circumstance
described in paragraph 5, it must take such steps as are necessary to ensure that the manager
coraplies with paragraph 6(b).

Subject to paragraph 9, the maximum period for restoration of compliance under paragraph 6(b)
starts at the date of discovery of the relevant circumstance and lasts:

(a) where the transaction in question was enfered into under Section K of Part 5, until the
close of business five business days later; and

(b) in any other case, for six months.

The period at paragraph 8(a) (five business days) is extended if the reason for the contravention in
paragraph 4 is the inability of the manager to close out a transaction because of a limit in the
nurmber or value of transactions imposed by an eligible derivatives market, until five business days
after:

(2) the inability resulting from any such lmit is removed; or
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Delegatmn and appomtments

Subject to applicable law, the directors may delegate to any director, or any committee consisting
of one or more directors, any of the directors’ powers or duties, but the directors shall remain
responsible for the acts or omissions of any such director or committee as if they were acts or
omissions of the directors.

The manager or the directors may retain the services of anyone, including the trustee, to assist the
manager or the directors (as the case may be), to perform their respective functions.

Subject to paragraphs 4 and 5, the trustee may retain the services of anyone, including the manager
(and in the case of a company scheme, a director of the company) to assist the trustee to perform
its functions.

The trustee may not retain the services of the manager (or in the case of a company scheme, the
company or any director of the corpany) to assist the trustee to perform:

{a) any function of oversight in respect of the manager (or in the case of a company scheme,
the company, its directors or any of them); or

(b) any function of custody or control of the scheme property,

nor may the trustee retain the services of an associate of the manager (or in the case of a company
scheme, the company or of any of the directors of the company) to assist the trustee to perform
any function in (a).

The trustee may not retain the services of a nominee or anyone else to assist it to perform the
function of being a custodian of documents of title or documents evidencing title to scheme
property unless the ammangements with the custodian prohibit the custodian from releasing the
documents into the possession of a third party without the consent of the trustee.

If:

(2) the manager retains the services of (or in the case of a company scheme, causes the
company to retain the services of) anyone to assist the manager to perform any function
conceming the management of the scheme property;

{b) the manager (or in the case of a company scheme, the directors of the company) retains
the services of (or cause the company to retain the services of) the trustee (or in the case of
a company scheme, an associate of any of the directors of the company or of the trustee) to
assist the manager or the directors {as the case may be) to perform any of their respective
functions; or

(c) in the case of a company scheme, the trustee retains the services of a director of the
company or an asscciate of such a director or of the trustee to assist the trustee to perform
the functions of the trustee,

then in the case of (a), the manager and in the case of (b), the manager or the directors and in the
case of (c), the trustee, remains responsible for the acts or omissions of the person retained as if
they were the acts or omissions of the manager or of the directors or of the trustee (as the case may
be).

Subject to the provisions of applicable law and to paragraphs 1 and 6, the manager (and in the case
of a company scheme, the directors of the company) or the frustes (as the case may be) are not
responsible by virtue of these rules for any act or omission of any person whose services are
retained by any of them to assist them (or if) to perform their (or its) respective functions if such
person can show:

(&) that it was reasonable for such person to obtain assistance to perform the function in
question;

85

it-becomes;~to-the~knowledge -of -the-manager;-reasonably pracncable "and reasonably e




7.16

“performance of the functxon in quesnon, and - —

(c) that the mana ger (and in the case of a company scﬁcine, the di‘i'éc'td'réj or the trustes ("as the
case may be) had taken reasonable care fo ensure that the assistance in question was
provided by the person refained in a competent manner.

Conflict of interest ete,

The manager (and in the case of a company scheme, the company and its directors) and the trustee
must each take all reasonable steps to ensure that there is no breach of any of the foliowing
requirements of this rule by any “affected person®, that is to say:

{2) the trustee;

(b} any investment adviser;

(c) in the case of a company scheme, the company;

(d) in the case of a company scherne, a director of the company; and
(e) arty associate of any person in paragraph (a), (b), {c} or (d).

Cash forming part of the scheme property or standing to the credit of the distribution account may
be placed in any current, deposit or loan account with an affected person only if it is an approved
bank and the arm’s length requirement in paragraph 8 is satisfied.

An affected person may lend money to the authorised scheme only if he is an approved bank and
the arm’s length requirement in paragraph 8 is satisfied.

An affected person may not sell or deal in the sale of property to the authorised scheme unless
paragraph 9 applies and for the purpose of this paragraph a sale shall include any lease or other
transaction under which movable or immovable property is made available by the authorized
scheme.

An affected person may not vest property in the authorised scheme against the issue of units,
unless:

(a) paragraph 9 applies; or

(b it is vested for the purpose of arangements whereby the whole or part of such property
becomes the first property of the authorised scheme.

An affected person may not purchase scheme property from the trustee acting for the account of
the authorised scheme unless rule 4.18 applies or unless paragraph 9 applies and for the purpose of
this paragraph a purchase shali include any lease or other transaction under which scheme property
that is movable or immovable property is made available by the trustee.

An affected person may not enter into transactions within Section L of Part 5 in relation to the
authorised scheme unless the arm’s length requirement in paragraph 8 is satisfied,

8 An affected person within paragraph 1b, 1d, or 1f above may not provide services for the authorised

scheme unless the trustee has reliable evidence that the services are provided on terms which
satisfy the arm’s length requirement in paragraph 9.

9 The arm’s length requirement is that the amangements are at least as favourable to the authorised

10

11

scheme as would be any comparable arrangement effected on normal commercial terms negotiated
at arm’s length between the affected person and an independent party.

There is no breach of paragraphs 4, 5 or 6 if paragraph 11 (best execution on exchange) or
paragraph 12 (independent valuation) or paragraph 13 (arm’s length transaction) applies.

There is best execution on exchange for the purposes of paragraph 10 ift

(a) the property is an approved security or an approved derivative;

86



12

13

13

i4

717

(c) there is evidence in writing of the effecting of the transaction and of its terms; and

(d) the manager has taken all reasonable steps to effect the transaction or to ensure that it is
effected on the terms which are the best available for the authorised scheme in the
circumstances.

There is independent valuation for the purposes of paragraph 10 ift

(a) the value of the property is certified in writing for the purpose of the transaction by a
person selected or approved by the trustee as;

(i) independent of any affected person; and
(i) qualified to value property of the relevant kind; and

b the trustee is of the opinion that the terms of the transaction are not likely to result in any
material prejudice to holders.

There is an arm’s length transaction for the purposes of paragraph 10 ift
(a) paragraph 11(a) is not satisfied;
(b} it is not reasonably practicable to obtain an independent valuation under paragraph 12; and

(c) the trustee has reliable evidence that the transaction is or will be on terms which satisfy the
arm’s length requirement in paragraph 9.

Paragraphs 2 fo 7 are subject to any provision in the principal documents forbidding the taking of
advantage of all or any of them.

Nothing in this rule shall prevent the fulfilment of the relevant provisions of Part 4.

General provisions applicable to the manager and the trustee

(a) The manager and the trustee of an authorised scheme shall:
6] be different persons and act independently of each other;
(i) each be licensed under the Law and administered, and have a place of business, in
Guermsey;

(i)  not be a subsidiary of the other; and
(iv)  nothave directors or other officers in common.

(b} In the case of a company scheme, the trustee shall not have directors or other officers in
common with those of the company.

{c) The Commission shall be entitled to require such undertakings, bonds, guarantees and

assurances as the Commission may determine to secure compliance with paragraphs 1{a)
and (b) of this rule.

The manager of an authorised scheme shall give written notice to the Commission of:
{a) any proposed aleration to the authorised scheme; and
(b) any proposal to replace the trustee of the authorised scheme.

Any notice given in respect of a proposed alteration invelving a change in the principal documents
shall be accompanied by 2 certificate from an approved law firm either confirming that following
the alteration the principal documents will continue to comply with such of these rules as relate to
the contents of the principal documents or giving such confirmation subject to such exceptions as
are detailed in that certificate (in which case rule 14.02.2 shall apply).
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... The trustee of an authorised scheme shall give written notice to the Commission of any proposal to

replace the manager of the authorised scheme.
No effect shall be given to any such proposal as is mentioned in paragraph 2 or 3 unless:
{a} the Commission has given its approval to the proposal; or

(b) one month has elapsed since the notice was given without the Comunission having notified
the person servicing the notice that the propoesal is not approved.

Section D New Managers and Trustees

7.18
1

7.19

Replacement of the manager

Subject to rule 7.17, the manager for the time being shall be subject to removal by notice in writing
given by the trustee to the manager in any of the following events:

{a) an order is made or a resolution ig passed for the winding-up of the manager (except a
voluntary liguidation for the purpose of reconstuction or unitisation wupom ierms

previously approved in writing by the trustee) or if its affairs are declared to be en
désastre;

{b) a receiver is appointed of the undertaking of the manager or any part thereof;

(c) for good and sufficient reason the trustee is of the opinion and so states in writing that a
change of manager is desirable in the interest of the holders;

{(d) an extraordinary resolution is passed removing the manager (or to determine that it be
removed as soon as this is permitted by law);

(e) the holders of a three-quarters majoﬁty in value of the units in existence (excluding units
held or deemed to be held by the manager or by any associate of the manager) make a
request in writing to the trustee that the manager be removed; or

) the manager ceases to be licensed under the Law,

Subject to rule 7.17 on receipt of a notice by the trustee under paragraph 1 the manager shall cease
to be the manager; and in the case of a unit trust scheme the trustee shall by writing under its seal
{or in the case of a company scheme, the company shall by a new management agreement) appoint
some other person licensed under the Law to be the manager of the authorised scheme in
accordance with rule 7,17 upon and subject to that other person entering into such document or
documents as the trustee or the Commission may require in order to secure the due performance of
its duties as a manager.

If the name of the authorised scheme contains a reference to the name of the former manager, the
{former mamager shall be entitled to require the new manager and the trustee forthwith to propose a
change in the name of the authorised scheme,

Retirement of the manager

Subject to rule 7.17, the manager shall have the right to retire in favour of some other person
licensed under the Law and approved in writing by the trustee upon and subject to fulfilment of the
conditions set out in rule 7.18.2.

Upon retirement, the retiring manager:

{(a) is absolved and released from all further obligations under these rules and under the
principal documents but without prejudice to the rights of any person in respect of any act
or omission on the part of the retiring manager prior to such retirement; and

(b) may retain for its own benefit, and without having to account therefore to the holders or
any of them, any consideration paid to it in connection with the change of manager.
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7.2 1

~_Upon the retirement of the retiring manager, the new manager may exercise all the powers and

enjoy all rights and shall be subject to all the duties and obligations of the manager under these
tules and under the principal documents as fully as if it had originally been a party to the principal
documents.

Supplementary

Upon the removal or refirement of the manager, the removed or retiring manager:

(a) remains entitled to all units held or deemed to be held by it;

(b) may require the issue to it of a certificate or certificates in respect thereof (if not
previcusly issued);

(e is to be registered in the register in respect thereof, and

(d) thereafter has and may exercise all rights of a holder.

The removed or retiring manager shall, in the case of 2 company schems, transfer or procure the
transfer at cost to the new manager of any management securities held for its benefit immediately
prior to such removal or retirement. If the removed or retiring manager refuses or fails to effect or
procure such transfer within 30 days after the date of its removal or retirement the company shall
be entitled to transfer such securities o behalf of the removed or retiring manager or its associate,
and to account to such person for the proceeds less any costs incurred.

‘Unless the termination of the appointment of the manager is coferminous with the appointment of &
successor manager, the trustee shall ensure that the termination is publicised in such mapner as the
trustee considers appropriate and the trustee shall be reimbursed for its ouf-of-pocket expenses in
so doing out of the scheme property.

Replacement and retirement of the {rustee

Except with the prior consent of the Commission, a trustee shall not be entitled to retire voluntarily
other than upon the appointment of a new trustee.

Subject to mle 7.17.4 in the event of the trustee:

(2) desiring to retire;

1)) having an order made or a resolution passed for the winding-up of the trustee {except a
voluntary liquidation for the purpose of recomstruction or umitisation upon terms

previously approved in writing by the manager) or if its affairs are declared to be en
désastre;

{c) having a receiver appointed of the undertaking of the trustee or any part thereof;
(d) ceasing to be licensed under the Law; or
(&) being removed from office by an exiracrdinary resolution,

then in the case of a unit trust scheme, the manager may by an instrument supplemental to the trust
instrument (or in the case of a company scheme, the company may by a new trustee agreement)
appoint another person licensed under the Law to be the trustee in place of the retiring trustee in
accordance with the provisions of rule 7.17 and any such instrument or agreement shall contain
such provisions as the manager is advised are necessary or desirable or as the Commission requires
to be entered into by the new trustee in order to secure the due performance of its duties as trustee.
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8.01

8.02

Part 8 - Charges and Expenses

Explanation. This Part contains some provisions relating to charges and expenses that
may be paid out of scheme property and to charges of the manager that are not payable
out of the scheme property, but may be payable by investors upon their acquisition or
disposal of units. There are no limits on the amounts of the preliminary, redemption or
annual charges of the manager, but, in accordance with Part 3 and Schedule 2, all
categories of charges and expenses must be disclosed in the scheme particulars.

The only payments that are specifically prohibited by this Part to be made out of scheme
property are payments to anyone other than the manager for acquiring or promoting the
sale of units, and performance fees, whether paid to the manager or anyone else.

Payments by the authorised scheme to the manager

No payment may be made or benefit given to the manager {whether as such or in any other
capacity) out of the scheme property whether by way of remuneration for its services,
reimbursement of expenses or otherwise, unless the scheme particulars specify each type of
payment or benefit that may be made or given, each type of expense that may be so reimbursed
and, in the case of each catepory of remumeration {or remuneration related to a class of unit)
specifies:

{a) how it will be calculated and accrue and when it will be paid; and

)] the maximum and current rates or amount of such remuneration,

Remuneration of the trustee and reimbursement of trustee’s expenses

No payment may be made to the frustee out of the property of the scheme, whether by way of
retmbursement of expenses or otherwise, except -

(a) remuneration for the trastee in respect of its services and in respect of which the following
have been stated in the scheme partjculars-
(i) the actual amount or rate of the remuneration; and
(iD) the periods in respect of which the remuneration is to be paid; and
(iit) how the remuneration is to accrue; and
(iv) when the remuneration is to be paid; and
(b) reimbursement of expenses properly incurred by the trustee in performing or arranging for

the performance of the functions conferred on the trustee by these mules.

Paragraph 1(a) (I) may be taken to be complied with if the scheme particulars contain -

(a) the maximum amount or rate of the remuneration which may become payable to the
trustee, and
(b) an explanation as to how the actual amount or rate is fo be determined, including the

mathematical basis and the relevani factors involved.
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8.04

8.05

The manager may make a charge (“preliminary charge”) upon a sale of units by the manager
whether acting as a principal or not and the itrustee shall account to the mamnager for any
preliminary charge received by the authorised scheme as part of a payment to it.

Preliminary charge e J— e

The preliminary charge shall not in respect of a unit of any class exceed an amount or rate
calculated in accordance with a statement in the scheme particulars as to the current charge.

The manager shall not make any charge or levy in connection with the sale of unifs except a
preliminary charge in accordance with this rule and, in the case of an authorised scheme which has
adopted a single pricing regime, a dilution levy in accordance with rule 4.23.

Paragraph 1 does not apply on an exchange of units within an umbrella fund, but nothing in this

rule shall prevent the manager from making a charge on such an exchange in accordance with rule
8.06.

Increase in remuneration or preliminary charge

The manager may not rely on any introduction of a new category of remuneration for its services
or any increase in the cwrrent rate or amount of ifs remuneration payable out of the scheme
property up to or towards any maximum stated in the scheme particulars or any infroduction of or
increase in the preliminary charge payable under rule 8.03, unless not less than 90 days before the
introduction or increase:

(@ the manager has given notice in writing of that introduction or increase and of the date of
its commencement (in the case of remuneration payable out of the scheme property) to all
holders or (in the case of a preliminary charge) to all the persons who ought reasonably to
be known to it to have made an arrangement for the purchase of units at regular intervals;
and

b) the manager has revised the scheme particulars to reflect the introduction or new current
rate or amount of remuneration or preliminary charge and the date of its commencerrent
and has made the revised scheme particulars available in accordance with rule 3,04,

Redemption charge
The manager may make a charge (“redemption charge™) upon:

{a) a redemption of umits by the manager as a principal; or
)] a cancellation of units in accordance with rule 4,15,

In the case of paragraph (b} the frustee, in the case of a unit trust scheme (or in the case of a
company scheme, the company) shall deduct the amount of the redemption charge from the
payment otherwise due to the holder and pay the redemption charge to the manager.

A redemption charge shall not exceed an amount calculated by reference to the amounts or rates of
redemption charge stated in the scheme particulars current at the date when the relevant units were
sold by the manager or created by the frustee, in the case of a unit trust scheme (or in the case of a
company scheme, the company) (other than units to be held by the manager) and, if there was no

such statement, the redemption or cancellation of such units shall not be subject to any redemption
charge.

The manager may not implement the introduction of a redemption charge or a change to the
amount or rate or method of calculation of a current redemption charge which is adverse to holders
unless not less than 90 days before the introduction or change:

{a) the manager has given notice in writing of that introduction or change and of the date of
its commencement to 21l the persons who ought reasonably to be known to it {o have made
an arrangement for the purchase of units at regular intervals; and
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8.06
1

8.07

8.08

8.09

8.10

-.—{b).. .. _the manager has revised the‘scheme'wparticulaxs to.reflect the introduction or.change and

the date of its commencement and has made the revised scheme particulars available, in
accordance with rule 3.04.

If scheme particulars contain a statement relating to the amount, or the calculation of the amount,
of a redemption charge, they shall also contain a statement as to the determination of the order (if
any) in which units, which have been acquired at different times by a holder, are taken to be
redeemed or cancelled for the purpose of the imposition of the redemption charge.

Umbrella funds

In the case of an umbrella fund, the manager may make a charge on an exchange of units in one
sub-fund for units in another sub-fund, but the charge shall not exceed the agpregate of:

{a) any excess of the amount of the preliminary charge that would be applicable to a sale of
the units being acquired (by reference to the current preliminary charge stated in the most
recently published scheme particulars) over the preliminary charge actally paid on the
original acquisition of the units being redeemed plus any redemption charge actually
levied on the redemption of the units being redeemed; and

(&) the amount of any fee payable on switching stated in those scheme particulars.

The manager may not make a charge in excess of the fee referred to in paragraph 1(b), unless the
scheme particulars contain a statement as to the determination of the order in which units which
have been acquired at different times by a holder are to be taken to be redeemed or cancelled is to
be determined in so far as necessary for calculating the maximum charge for an exchange of units
in one sub-fund for units in another sub-fund.

Restricted payments

No payment or benefit, other than a payment or benefit to the manager not prohibited by any other
of these rules, may be made out of or given at the expense of the scheme property to any person in
consideration of that person acquiring (whether directly, indirectly, absolutely or conditionally) or

promoting the sale of, or agreeing so fo acquire or promote the sale of, units in the authorised
scheme,

Performance fees

No payment may be made out of the scheme property and no redemption charge may be made if
the amount or frequency of the payment or the amount of the redemption charge is intended to
depend upon fluctuations in the value of the scheme property or the income atfributable thereto or
in the price of a unit of any class as compared with fluctuations in the value or price of property of
any description or in an index or other factor designated for the purpose.

Movable and immovable property

An authorised scheme shall not incur any expense for the use of any movable or immovable
property except to the extent that such property is necessary for the direct pursuit of its business.

Payment of liabilities on transfer of assets

Where the property of 2 body or schems is ansferred to the anthorised scheme (or 1o the trustee
for the account of the authorised scheme) in consideration of the issue of units in the authorised
scheme to holders of shares or units in that body or scheme, the authorised scheme, as the
successor in title to the property transferred, may pay out of the scheme property any liability
arising after the transfer which, had it arisen before the transfer, could properly have been paid out
of the property transferred, but only ift

{(a) there is nothing in its principal documents expressly forbidding the payment; and

{b) the manager (after consulting the trustee) is of the opinion that proper provision was made
for meeting such Habilities as were known or could reasonably have been anticipated at
the time of the transfer.
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8.12

8.13

Amortisation

Without prejudice to rule 8.07, costs of the authorisation and establishment of an authorised
scheme and of its initial offer or creation of units {or initial offer or creation of units in respect of a
sub-fund) may be amortised over a period not exceeding five years.

Tax

The restrictions contained in this Part shall not affect anty Hability for any value added or gimilar
tax related to a charge or expense, but any notice given in accordance with this Part and any
statement in scheme particulars relating to any charge or expense payable out of the scheme
property or by any holder or potential holder shall, if the person liable for the charge or expense
may also be liable for such tax, contain a staternent to this effect,

Allecation of payments to capital or income

Any broker’s commission, fiscal charges and other disbursements which are necessary to be
incurred in effecting transactions for the authorised scheme, and normally shown in contract notes,
confirmation notes or difference accounts as appropriate may be charged to the capital account.

Any interest on borrowings and charges incurred in effecting, terminating, negotiating or varying
the terms of borrowings and taxation and duties payable in respect of scheme property and costs of
the types described in rule 8.10 may be paid from capital property or income property as the
trustee, in the case of a unit trust scheme {or in the case of a company scheme, the directors)
considers appropriate.

A1l other payments out of the scheme property shall be made from income property in the first
instance, but a transfer of the debit item from the income account to the capital account may be
made if the expense is considered to be capital in nature.

‘Where it is clear from the scheme particulars that the investment objectives of the authorised
scheme or the sub-fund of an umbrella fund are:

{a) to treat the generation of income as a higher priority than capital growth; or
() to place an equal emphasis on the generation of income and on capital growth,

all or the relevant part of the remuneration of the manager permitted by rule 8.01 may be treated as
a capital charge, and a transfer of the relevant debit item from the income account to the capital
account made, if the manager and the trustee in the case of a unit trust scheme (or in the case of a
company scheme, the directors) so agree.

An authorised scheme shall not commence (except when the commencement is on the first
relevant occasion after the first creation of its units) to charge all or part of the remmuneration of the
manager to capital in accordance with paragraph 4 or increase the proportion of the remuneration
of the manager so charged above the maximum amount or part stated in the scheme particulars,
unless that commencement or increase is:

() made with the prior approval of a resolution of the holders or (as the ¢ase may be) holders
of the class of units concerned; or

(b) after the expiration of not less than 90 days’ written notice to the holders or (as the case
may be) holders of the class of units, concerned.
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9.01

Part 9 - Income

Explanation. Each authorised scheme must have an annual and a half-yeorly
accounting period and may have additional interim accounting periods each year. Other
than in the case of roll-up funds, the manager calculates (or in the case of a company
scheme, the directors ealculate} income in vespect of each accounting period and it is
distributed fo the holders of income units or allocated to the holders of accumulation
units in proportion to their respective interests in the property of the authorised scheme.
Rules in this Part relate fo the caleulation of the amount available for income
allocation; how distributions or allocations are to be made and when; income
equalisation, and the provision of distribution statements. An authorised scheme may
malke interim allocations of income, which may be less than, but must not exceed, the
income available for allocation in respect of the relevant period.

Accounting periods
An authorised scheme must have an annual and a half-yearly accounting period, and this rule
determines what they are.

An authorised scheme must also have an accounting reference date, which is the date or day in any
year stated in the most recently published scheme particulars as the date or day on which the
authorised scheme’s annual accounting period is to end.

The first annnal accounting period shall begin:

(a) where the authorised scheme makes an initial offer, on the first day of the period of the
initial offer; or

(b) in any ofher case, the date of effect of the declaration of authorisation in respect of the
authorised scheme.

Each annual accounting period shall end either at the end of the day arrived at under paragraph 5
or, if the manager so determines, at the valuation point last preceding the end of that day and each
subsequent period shall begin immediately after the end of the one before.

The day for paragraph 4 is:
(2) the next accounting reference date after the beginning of the periecd in question; or

{b) if that period is the first period or a period in the course of which a change in the
accounting reference date takes place, and the next accounting reference date in either case
is less than six months after the beginning of the period, and the manager after consulting

the anditor so determines, subject to applicable law, the next but one accounting reference
date.

A thalf-yearly accounting period is a period beginning with the first day of an annual accounting
period and ending on the day which is:

(a) six months before the next accounting reference date; or

® if the next accounting reference date is less than six months after that first day, six months
before the next accounting reference date but one after that first day.

Notwithstanding paragraphs 4, 5 and 6, if the manager notifies the trustee that a particular annual

- or half-yearly accounting period shall end on a specified day which is not more than seven days

after and not more than seven days before the day on which the period would otherwise end, such
notice shall have effect provided it was given prior to the last mentioned day,
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9.03

w.A_&_{l_r__lmlwmi income allocation date

Arn authorised scheme other than a rollup fund must have an anmial income allocation date, which
is the date in any year stated in the most recently published scheme particulars as the date on or
before which, in respect of each annual accounting period, an allocation of income is to be made.

The annual income allocation date must be a date within four calendar months after the relevant
accounting reference date.

Annual allecation of income

At the end of each annual accounting period, the manager in the case of 2 unit trust scheme (or in
the case of a company scheme, the directors) shall arrange for the trustes to transfer the income
property of the authorised scheme to an account to be known as “the distribution account”.

The manager (or the directors, as appropriate) is not gbliged to comply with paragraph 1 if it
appears to it (or them) that the average of the allocations of income to the holders (distegarding
holders of bearer units and holders who are the manager or the irustee or associates of either of
them) would be less than £5.00 (or the equivalent amount in the base currency).

Any income that in accordance with paragraph 2 is not fransferred to the distribution account must
be carried forward to the next accounting period and be regarded as received at the start of that
period.

On or before each annual income allocation date the manager in the case of 2 unit trust scheme (or
in the case of a company scheme, the directors) shall calculate the amount available for income
allocation in respect of the immediately preceding annual accounting period.

The calculation of available income is as follows:

(2) take the aggregate of the income property received or receivable for the account of the
authorised scheme in respect of the period;

{o) deduct the charges and expenses of the authorised scheme paid or payable out of income
property in respect of the period;

(c) add the managet’s best estimate of any relief from tax on such charges and expenses;

(@) make such other adjustments that the manager considers appropriate (in the case of
paragraph (i} and (ii}, after consulting the auditor) in relation to:

@) taxation;

(i) the proportion of the price received or paid for units that is related fo income
(taking account of any provisions in the principal documents relating to income
equalisation};

{(iily  potential income which is unlikely to be received until 12 months after the income
allocation date;

(iv)  income which should not be accounted for on an accrual basis because of lack of
information about how it accrues; and

{v) any transfer between income and capital account under rule 8.12; and

(e) make any other adjustments (including for amortisation under rule 8.10) that the manager
considers appropriate after consulting the auditor.

On or before the annual income allocation date, the manager shall allocate the available income to
the units of each class in issue taking account of the provisions of its principal documents relating
to the proportion of available income atiributable to each class.

This rule will not apply to roll-up funds.

g5



5.04

9.05

9.06

Annual alloeation to accumulation units

The amount of income allocated to accumulation units (if any) shall, with effect from the end of
the annual accounting period, become part of the capital property and the interests of the holders
in that amount shall be satisfied by an adjustment, as at the end of the period, in the proportion of
the value of the scheme property to which the price of a unit of the relevant class is related.

The adjustment under paragraph ! shall be such as will ensure that the price of an accumulation
unit of the relevant class remains unchanged notwithstanding the transfer of the income to the

capital property.

Annual distribution to holders of income units

Subject to paragraph 2, where the units in issue in an authorised scheme are or include income
units, on or before each anmual income allocation date the manager in the case of a umit trost
scheme (or in the case of a company scheme, the directors) shall give the frustee timely
instructions sufficient io enable the trustee to distribute the income allocated to income units
amongst their holders in accordance with the number of such units held by them respectively at the
end of the relevant annuwal accoumting period and the trustee shall pay the distribution in
accordance with the instructions.

In calculating the amount to be distributed under paragraph 1, the manager in the case of a unit
trust scheme (or in the case of a company scheme, the directors) shall:

(a) deduct any amounts previously allocated by way of interim allocation of income in respect
of that annual accounting period; and

(b) deduct and carry forward in the income account such amount as shall be necessary to
adjust that allocation of income to the nearest one-hundredth of a penny (or the equivalent
amount in the base cwtency) per income unit or such lesser fraction as the manager in the
case of a unit frust scheme (or in the case of 2 company scheme, the directors) may from
time to time determine,

and the available amount of income for the annual distribution shall be a sum determined by the
trustee in the case of a umit frust scheme {or in the case of a company scheme, the directors) which
may be less than, but does not exceed, the amount so calculated.

Nothing in this Part of these niles requires the manager in the case of a unit trust scheme {or in the
case of a company scheme, the directors) or the trustee to distribute income allocated to any units
in any case where the manager in the case of & unit trust scheme (or in the case of a company
scheme, the directors) or the trustee considers it necessary or appropriate to carry out or complete
identification procedures in relation to the holder or another person pursuant to applicable law or
any other obligation.

Interim allocations of income
This rule applies if at any time the most recently published scheme particulars:

(a) state that an allocation of income will be made before the annual income allocation date in
any year in respect of a period (an “interim accounting period”) within the annual
accounting period; and

L) specifies a date as the interim income allocation date in relation to that interim accounting
period.

In such a case, rules 9.03 to 9.05 shall apply so as to secure the making of an interim allocation of
income as ift

(a) the interim accounting period in question and all previous interim accounting periods in
the same anmial accounting period taken together, were the annual accounting period;

(b) the interim income allocation date were the annual income allocation date; and
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2.08

9.09

{(c) the manager in the case of a unit trust scheme (or in the case of a company scheme, the
directors) were to treat as the available amount of income for the interim allocation a sum
which may be less than, but does not exceed the amount which, in the opinion of the
manager (or the directors, as appropriate), would be available for allocation of income if
the jnterim accounting period and all previous interim accounting periods in the same
annual accounting period taken together were an annual accounting period.

Income equalisation

The principal documents may provide that an allocation of income (whether annual or interim) to
be made in respect of each unit created or sold during the accounting peried in respect of which
that income allocation is made shall include a capital sum (“income equalisation™).

Distribution statements

On or before each interim income allocation date and on or before each annual income allocation
date the trustee in the case of a unit trust scheme (or in the case of a company scheme, the
company) shall send to each holder (or to the first named of joint holders) entered in the register as
at the end of the relevant annual accounting period and shall on request give to a holder of uniis the
title to which is represented by a bearer certificate:

(2) a statement prepared by the manager showing the calculation of the amount to which the
holder is entitled, whether or not the income is distributed fo him or allocated to
accumulation units, and, where applicable, a statement of how much of the amount to
which he is entitled represents income equalisation; and

®) if the manager so determines, a statement prepared by the manager identifying the sources
of income attributable to the holders by country and the amount of tax (if any) withheld
from, or accountable in respect of, such amount.

In the case of any distribution on dissolution of the authorised scheme, any statement prepared
under paragraph 1 shall show what proportion of the distribution represents capital and what
proportion represents income.

This rule will not apply to roll-up funds.

How distributions may be made

Any monies payable by the trustee to 2 holder in yespect of any unit the title fo which is for the
time being represented by a bearer certificate may be paid by crossed cheque or wamrant made
payable to the order of the person who, in such manner 2% is prescribed in the principal documents,
has identified himself to the trustee (or his agent for payment) as the person entitled to that
distribution and may be sent by post io such address as that person has disclosed to the trustes for
that purpose.

Any monies payable by the trustee to the manager or fo a registered holder in respect of any unit
may be paid by crossed cheque or warrant made payable to the oxder of, and sent through the post
to the usual business address of, the manager or the registered address of such holder (or the first
named of joint holders), as the case may be.

The payment of any cheque or warrant to the first named of joint holders shall be as effective a
discharge to the trustee and the manager as if such first named joint holder were a sole holder.

Every such cheque or warrant which is so sent shall be a satisfaction of the monies payable and
shall be a good discharge to the person making the payment.

Where an authority in writing in that behalf has been received by the trustee from the manager or
the registered holder or in the case of joint holders from all of them in such form as the trustee {or
in the case of a company scheme, the directors) considers sufficient, the trustee shall arrange the
payment of the amount due to the manager or the holder or joint holders, as the case may be, to his
or their approved bank or other agent in accordance with this rule (but including payment by the
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electronic transmission of funds) as though such approved bank or other agent were the sole
holder.

Any digtribution paymtent which remains unclaimed shall be dealt with in accordance with the
provisions of the principal documents or, if there are no such provisions, after a period of six years
from the date of payment shall then be transferred io and become part of the capital property; and
from that time neither the payee nor the holder nor any successor in title of his shall have any right
in respect of such distribution payment except as part of the capital property.

The trustee shall be entitled to appoint a paying agent, with the approval of the manager (and in the
case of a company scheme, the directors) and, if the trustee does so:

(2) the trustee remains responsible for the discharge of all of the trustee’s duties under this
rule; and

)] anything required or authorised under this rule to be done by the trustee may be done by
the paying agent.
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Part 10 - Reports and Accounts

Explanation. These rules contain a number of requirements relating to reports and
accounts in respect of an authorised scheme. In particular:

(i) the manager must prepare annual and half-yearly reports, although a half-yearly
report need not be prepared where an authorised schemel first annual accounting
perfod is less than 12 months;

(i} every annual report is fo contain accounts of the authorised scheme and a report by
the auditor to the holders on the accounts.

This Part 10 builds upon the requirements in Part 9 of these rules (which provides how
the annual and half-yearly accounting periods shall be determined). It covers the
content of reports, including the annual report of the trustee.

10.01  Annual and half-yearly reports

1

The manager shall, in relation to each annual and half-yearly accounting period, prepare a report
stating the matters set out in Part I of Schedule 3 and otherwise complying with the following
requirernenis of this mle, However, a half-yearly report need not be prepared in relation to the first
half-yearly accounting period if the first annual accounting period is a period of less than one year.

A report which relates to an annual accounting period shall contain:

{a) a comparative table relating to that period stating the matters set out in Part II of Schedule
3;

{b) a copy of a report of the auditor to the holders on the accounts contained in the report
stating the matters set out in Part ITI of Schedule 3; and

(cj a copy of a report of the trusiee to the holders stating the matters set out in Part IV of
Schedule 3 and supplied to the manager by the trustes in accordance with rule 10.04.

A report which relates to any accounting period shall contain the accounts of the authorised
scheme for the period to which the report relates, which shall, in addition to any matters required
by applicable law, consist of:

{(a) a balance sheet stating the matters set out in Part I of Schedule 4;
(b a statement of total return stating the matters set out in Part II of Schedule 4;

(c) a portfolio statement stating the matters set out in Part IIT of Schedule 4; and

(d) if that period is an annual accounting period:
(i) a statement of movement in holders® funds stating the matters sef out in Part IV of
Schedule 4; and

(ii) nofes to the accounts stating the matters set out in Patt V of Schedule 4,

and shall be prepared in accordance with generally accepted accounting practice and shall give a
true and fair view of the financial position of the authorised scheme as at the end of the period to
which the accounts relate. The foregoing information may be set out separately or may be
incorporated into any accounts required by applicable law.
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10.02

10.03

A report of an umbrella fund shall contain:

(2) reports relating to each of its sub-funds which shall each, so far as practicable, contain the
accounts and the information that would be required by paragraphs I, 2(a) and 3, if the
sub-fund were a separate authorised scheme; and

{b) except insofar as contzined in a report relating to the sub-fund in accordance with that
paragraph:

(D the information referred to in paragraphs 1 and 2(a); and

(iD) the copy reports relating to the umbrellz fund referred to in paragraphs 2(b) and
2(c).

A report relating to a sub-fund which is not contained in a report under paragraph 4 shall contain:

(2) so far as practicable, the accounts and the information that would be required by
paragraphs 1, 2(z) and 3 if the sub-fund were a separate authorised scheme;

(b) the statements required by paragraph 15 of Part I of Schedule 3; and
(c) the copy reports referred to in paragraphs 2(b) and 2(c).

A report which relates to any accounting period shall be signed by two directors of the manager or,
if the manager has only one director, by that director and in the case of a company scheme in
accordance with applicable law.

Subject to applicable law, the manager may elect to prepare short form accounts as set out in Part
VI of Schedule 4 for ant authorised scheme in respect of any accounting period, and if the manager
does so elect it may decide that the accounts to be included in a report sent to or given to holders in
accordance with rule 10,02.2 shall be short form accounts except to the extent that, in respect of
any particular accounting period, a holder (or the first named of joint holders) has requested that a
report containing the full accounts referred to in rule 10.01.3 be sent or given to him.

Publication of manager’s reports

The manager shall, within four months after the end of each anowal accounting period and within
the two months after the end of each half-yearly accounting period, respectively, publish the
manager’s annual and half~yearly reports in accordance with paragraphs 2 and 4,

Subject to paragraph 3, the manager shall send a copy of the report to each holder (or to the first
named of joint holders) entered in the register as at the end of the relevant annual accounting
period (or, if the report relates to a an accounting period for which no interim allocation of income
is made, as at the last day of that period) and shall give a copy of the report to each holder of bearer
units on Tequest by the holder.

In the case of an umbrella fund, if the manager and the trustee {or in the case of a company
scheme, the directors) so determine for any accounting period, the reports sent or supplied to

‘holders in accordapce with paragraph 2 may be the reports complying with rule 10.01.5 relating to

the respective sub-fund to which their holdings relate, but if requested to do so by any holder in
respect of any particular accounting period, the manager shali send or supply to that holder {or to
the first named of joint holders), a report complying with rule 10.01.4.

The manager and the trustee shall make the most recent annual report and the most recent half-
yearly report (unless it has been superseded by an annual report) available in English for inspection
by the public free of charge at each place specified for the purpose in the most recently published
scheme particulars during ordinary office hours.

The manager shall send a copy of the report in English to the Commission when it is published.

Reports to be offered to purchasers of units

Subject to paragraph 2, an authorised scheme shall not effect any sale of its units to any person
other than a person who is already a holder of units in the authorised scheme until it has offered
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10.04

that person free of charge a copy in English of the most recent annual report of the manager and
the most recent half-yearly report of the manager (unless it has been superseded by an annual
report}.

Paragraph 1 does not apply where the sale is effected otherwise than in the course of a
conversation conducted face to face or by telephone, but the manager must send free of charge a
copy of the documents mentioned in paragraph 1 to the purchaser if he asks for them.

Anmnual report by the trustee

It is the duty of the trustee to enquire into the conduct of the manager in the management of the
authorised scheme in each annual accounting period and to report thereon to the holders.

The trustee’s report shall contain the matters set out in Part IV of Schedule 3 and shall be delivered
to the manager in good tie to enable it to include a copy of the report in its report fo the holders.
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Part 11 - Meetings and Modifications

Explanation. This Part contains requirements relating to meetings of the holders of
units in the authorised scheme. Detailed procedures are left to be covered by the
principal documents.

This Part also includes provisions relating to the amendment of the principal documents.
It should be noted that rule 3.05 covers certain changes to the scheme particulars that
require the approval of the holders.

Section A Meetings

11.01
1

Convening of meetings, attendance and voting

The trustee or the manager in the case of a unit trust scheme (or in the case of a company scheme,
the company) may at any timee subject to applicable law convene a meeting of holders on such day,
and at such time and place, as may be thought fit.

The manager in the case of a unit trust scheme (or in the case of 2 company scheme, the directors)
shall, on a request in writing which complies with paragraph 6, in accordance with applicable law
convene a meeting of holders on such day, and at such time and place, as may be thought fit.

The manager, or {being a holder) any associate of the manager, shall be entitled to receive notice of
and attend at any such meeting and may be counted in the quorum therefor, but, subject to
paragraph 4, shall not be entitled to vote and accordingly for the purposes of this Part of these rules
the units held or deemed to be held by the manager or any associate of the manager shall not be
regarded as being in issue.

The manager or any associate of the manager shall be entitled to vote at any such meeting in
respect of units which it holds as a bare trustec or nominee on behalf of a person entitled to vote
and from whom it has received voting instructions.

The manager, the trustee and their respective legal advisers shall be entitled to attend and be heard
at every such meeting,

The request in writing referred to in paragraph 2 must state the objects of the meeting, be dated, be
signed by such number of holders as may be specified in the principal docursents and be deposited
at the registered office of the manager in the case of a unit trust scheme (or in the case of a
company scheme, the company). It may consist of several documents deposited at the same time,
each being in like form and signed by one or more holders.

Any such meeting shall be held in Guemsey or at such place as the manager and the trustee (or in
the case of a company scheme, the company) may determine or approve, subject to applicable law.

For the purposes of this Part “holders” shall mean only:

(a) the persons who were holders on the date seven days before the notice of the relevant
meeting was deemed to have been served in accordance with rule 11.13, but excluding any
persons who are known not to be holders at the time of the meeting; or

(b) in the case of bearer units, holders of bearer units which were in issue on the date seven

days before the notice of the relevant meeting was deemed to have been served in
accordance with rule 11.13.
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11.02

11.03

11.04

11.05

Powers of a meeting of holders

A meeting of holders duly convened and beld in accordance with this Part of these rules shall,
subject to applicable law, be competent by extraordinary resolution to require, authorise or approve
any act, matter or document in respect of which any such resolution is required or expressly
conternplated by these rules, but shall not have any other powers, except such as are permitted by
applicable law and not inconsistent with these rules, or required by applicable law.

If a meeting of holders is convened by the manager or the trustee (or in the case of a company
scheme, the company) to consider a resolution for the removal of the trustee or the manager, the
person convening the meeting shall ensure that the notice is accompanied by a statement of the
reasons for proposing the resolution.

Notices of meetings of holders

Fourteen days’ written notice (or any longer period of notice specified for the purpose in the
principal documents or by applicable law), inclusive of the day on which the notice is served and
of the day for which the notice is given, of every meeting shall be given to the holders in the
manner provided in rule 11,13,

The notice shall specify the place, day and howr of the meeting and the terms of the resolutions o
be proposed.

A copy of the notice shall be gent by post by the manager fo the trustee or by the trustee to the
manager, as the case may be (and in the case of a company scheme, by the company to both the
manager and the trustee).

Subject to applicable law, the accidental omission to give notice to or the non-receipt of notice by
any of the holders shall not invalidate the proceedings at any meeting.

Quorum

Subject to applicable law, the quorum at a teeeting of holders shall be such number of holders

present in person or by proxy or, in the case of a corporation, by a duly authorised representative
as is specified in the principal documents.

Subject to paragraph 3, no business shall be transacted at any meeting unless the requisite quorum
is present at the commencement of business.

If within half an hour from the time appointed for the meeting a quorum is not present the meeting
shall stand adjourned in accordance with applicable law to such day and time (not being less than
seven days thereafter) and to such place as may be appointed by the chairman; and (if permitted
under applicable law) at such adjourned meeting the holders present in person or by proxy or by
duly authorised representative shall be a quorum,

Ten days’ notice of any adjourned meeting of holders shall be given in the same manner as for an
original meeting where such meeting is adjourned for 14 days or more and such notice shall state
(if permitted under applicable law) that the holders present at the adjourned meeting whatever
their number and the value of units held by them will form a quorum. Save as aforesaid, it shall
not be necessary to give separate notice of an adjournment or of the business to be transacted at an
adjourned meeting provided such notice is given in the origiral notice of meeting,

The chairman

Some person who, if applicable law so permits, need not be a holder, either nominated in writing
by the trustee or if applicable law does not so permit, elected in accordance with applicable law,
shall preside at every meeting of holders; and, if no such person is nominated or if at any meeting
the person nominated is not present within 15 minutes after the time appointed for holding the
meeting, the holders present shall elect one of their number fo be chairman.
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11.06

Adjournment

11.07

10
11

i2

The chairman may, with the consent of any meeting of holders at which a quorum is present, and
shall if so directed by the meeting, adjourn the meeting from time to time and from place to place,
but no business shall be transacted at any adjourned meeting except business which might lawfully
have been transacted at the meeting from which the adjourmment took place.

Votes at meetings

At any meeting of holders a resolution put to the vote of the meeting shall be decided on a show of
hands unless (before or on the declaration of the result of the show of hands} a poll is demanded
by the chairman or by one or more holders present in person or, if permitted under applicable law,
by proxy and holding or representing such number or value of units as may be specified for this
purpose in the principal documents in accordance with applicable law.,

Unless a poll is so demanded a declaration by the chairman that a resolution has been carried or
carried unanimously or by a pariicular majority or lost shall be conclusive evidence of the fact
without proof of the number or proportion of the votes recorded in favour or against such
resolution.

If a poll is duly demanded it shall be taken in such manner as the chairman may direct and the
result of a poll shall be deemed to be the resolution in respect of which the poll was demanded.

A poll demanded on the election of a chairman or on a question of adjournment shall be taken
forthwith and a poll demanded on any other question shall be taken at such day, time and place as

specified under applicable law or as the chairman may direct. A demand for a poll may be
withdrawn at any time.

The demand for a poll shall not prevent the continuance of a meeting for the transaction of any
business other than the question on which the poll has been demanded.

On a show of hands every helder who (being an individual) is present in person or, if permitted
under applicable law, by proxy or (being a corporation} is present by one of its officers as its
proxy shall have one vote.

On a poll every holder who is present in person or by proxy, if permitted under applicable law,
shall have one vete for every complete unit and a further part of one vote proportionate to any
fraction of a unit of which he is the holder. A person entitled to more than one vote need not, if he
votes, use all his votes or cast all the votes he uses in the same way.

A body corporate being a holder may authorise such person as it thinks fit to act as its
representative at any meeting and the person so authorised shall be entitled to exercise the same
powers on behalf of the corporation which he represents as the corporation could exercise if it
were an individual holder.

In the case of joint holders the vote of the senior who tenders a vote whether in person or by
proxy, if permitted under applicable law, shall be accepted to the exclusion of the votes of the
other joint holders (unless agreed otherwise by the joint holders); and for this purpose seniority
shall be determined by the order in which the names stand in the register of holders,

On a poll, subject to applicable law, votes may be given either personally or by proxy.

Except where an extraordinary resolution is specifically required ar permitted by these rules and
subject to applicable law, any resolution required under these rules shall be passed by a simple
majority of the votes validly cast for and against the resolution at a meeting of holders.

In the case of an equality of votes cast (whether on a show of hands or on a poll) in respect of 2
resolution put to a meeting, any chaimman appointed pursuant to the principal documents shall be
entitled, subject to applicable law, to a casting vote in addition to any other vote he may have,
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11.08

Proxies

11.09

11.10

11.11

A holder entitled to attend and vote at a meeting of holders is, subject to applicable law, entitled to
appoint another person (a “proxy™) to attend and vote in his place (whether a holder or not).

The instrament appointing a proxy shall be in writing under the hand of the appointor or of his
attorney being anthorised in writing or, if the appointor is a corporation, either under the common
seal or under the hand of an officer or attorney so authorised.

The instrumnent appointing a proxy and the power of attorney or other authority (if any) under
which it is signed or a notarially certified copy of such power or authority shall be deposited at

‘such place as the trustee or the manager with the approval of the trustee may in the notice

convening the meeting direct, or if no such place is appointed then at the registered office of the
manager in the case of a unit trust scheme (or in the case of a company scheme, the company), not
less than 48 hours before the time appointed for holding the meeting or adjoumed meeting (or in
the case of a poll before the time appointed for the taking of the poll) at which the person named in
the instrument proposes to vote; and in default the instrument of proxy shall not be treated as
valid.

No instrument for appointing a proxy shall be valid after the expiration of 12 months from the date
named in it as the date of its execution,

An insfrument of proxy may be in the usual common form or in a form prescribed in the principal
documents or any other form which the trustee approves.

A vote given in accordance with the terms of an instrumenf of proxy shall be valid
notwithstanding the previous death or insanity of the principal or revocation of the proxy or of the
anthority under which the proxy was executed or the transfer of the units in respect of which the
proxy is given, provided that no intimation in writing of such death, insanity, revocation or
transfer has been received at the place appointed for the deposit of proxies (or if no such place is
appointed at the registered office of the manager) before the commencement of the mesting or
adjourned meeting at which the proxy is used.

Minutes

Minutes of all resolutions and proceedings at every meeting of the holders shall be made and duly
entered in books to be from time to time provided for the purpose by and at the expense of the
manager (and in the case of a company scheme, books shall be kept in accordance with the
provisions of applicable law). Any such minute signed in accordance with applicable law and, if
necessary, confirmed at a subsequent meeting shall be conclusive evidence of the matiers therein
stated and until the confrary is proved every such meeting in respect of the proceedings of which
minutes have been made shall be deemed to have been duly held and convened and all resolutions
passed thereat to have been duly passed,

Class meetings

If the trustee is of the opinion that the extraordinary resolution to be proposed is one in relation to
which there is or might be a conflict of interest between the holders of one class of units and the
holders of another class of units, such resolntion shall be deemed to have been duly passed only if
in lieu of being passed at a single meeting of all holders it shall be duly passed at separate
meetings respectively of the holders of each class of units.

This Part of these rules shall apply to each scparate meeting of holders of each class of units as
though references in this Part to units and to holders were references respectively to units of the
class in question and to the holders of such units,

Variation of class rights

The rights attached to a class of units shall not be varied except with the sanction of a resolution
passed at a class meeting of the holders of that class; and the principal documents may require

such a resolution to be passed by more than a simple majority of the votes validly cast for and
against it.
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11.12

Umbrelia funds

11.13

This Part of these rules shall apply in the case of an umbrella fund to each sub-fund as well as to
the umbrella fund as a whole and shall so apply as if the reference to the holders were a reference
to the holders of units in that sub-fund. However, a meeting of holders of units iz one sub-fund
only may, in pursuance of rule 11.02.1;

(a) sanction a modification, alteration or addition to a provision of the principal documents
only if the provision relates only fo that sub-fund;

(b) sanction a departure by the manager from a policy statement included in scheme
particulars as long as that statement relates only to that sub-fund; or

(c) sanction a reconstruction or unitisation or winding-up of that sub-fund.

Service of notices and other documents

Amny notice or document required to be served upon a holder shall be deemed to have been duly
served:

(a) in the case of units held by a registered holder, if it is sent by post to or left at his address
as appearing in the register; or

(b) in the case of units for the time being represented by bearer certificates, if it is given in the
manner provided for in the most recently published scheme particulars.

Any notice required to be served or information to be supplied or given to any other person,
including the Commission, shall be in writing or in such other form as enables the recipient to
know or to record the time of receipt and to preserve a legible copy of the notice.

Any notice or document served by post shall, unless the contrary is shown, be deemed to have
been served, in the case of a notice or document sent to an address in the United Kingdom, the
Channel Islands or the Isle of Man, on the third day following that on which the same is posted
and, in the case of a notice or document sent elsewhere by aimmail, on the seventh day following
that on which the same is posted {(excluding in each case any day which is not a business day) and
in proving such service it shall be sufficient to prove the date of posting, the address and the fact
of prepayment; and any notice or document left at a registered address or delivered other than by
post shall be deersted to have been served on the day it was so left or delivered.

Service of a notice or document on any one of the joint holders shall be deemed effective service
on the other joint holders.

Section B Amendment to Principal Documents

11.14 Amendment to principal decuments

1

The principal documents may, subject to applicable law, be amended by an extraordinary
resolution.

Notwithstanding paragraph 1 an amendment to the principal documents that relates o a particular
class of units or particular classes and does not prejudice the holders of any other class may be
made, subject to applicable law, by an extraordinary resolution passed at a class meeting or class
meetings.

Notwithstanding paragraph 1 an amendment may be made to the principal documents without a
meeting, subject to applicable law, if:

{a) the amendment is required solely:

@) to implement any change in the law, including 2 change brought about by an
amendment of these rules;

(i1) as a direct consequence of any such change;
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{iii) to change the name of the authorised scheme;

{iv) to remove from. the principal documents obsolete provisions;

82] to replace the manager or the trustee when it hias been removed or wishes to retire
or has retired;

(vi) to include a provision to enable the manager to deduct a charge on redemption;

{vil)  toremove references to a sub-fund of an wmbrella fund, following the approval of

the Commission to 2 propesal to alter the authorised scheme by removing that
sub-fund;

(viii)  to make any other change to the principal documents which the manager and the
trustee in the case of a unit trust scheme (or in the case of a company scheme, the
directors) have agreed in writing does not involve any holder or potential holder
in any material prejudice, excluding a change to the category of the authorised
scheme; or

{ix) by virtue of rule 15.02.3, rule 15.05.3 orrule 15.08 (transitionals); and

®) it is made solely to reflect the introduction of a new sub-fund.
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.......

12.01

Part 12 - Special Provisions for Certain Categories of Scheme

Efficient portfolio management: off-exchange options

Rule 12.02 applies to any authorised scheme (whether or not it is a futures and options fund) in so
far as it engages in transactions for efficient portfolio management involving off-exchange
derivatives.

Section A Futures and Options Funds

12.02

12.03

Off-exchange derivatives: discrepancy in valuation

If at any time it appears to the manager that the latest valuation provided to it under rule 5.10.3(a)
and the latest valuation under rule 5.10.4 are not reasonably similar in amount then the manager
must:

() take, after consulting the trustee (and in the case of a company scheme, the directors),
‘ whatever action relating to the transaction which appears to be in the best interests of the
holders; and

(b) consider with the trustee (and in the case of a company scheme, the directors) whether the
discrepancy requires them to consider the validity of the pricing model relevant to further
off-exchange wansactions under mie 5.10.1.

Special rule for issues and redemptions
This rule modifies Part 4 for futures and options finds.

Rules 4.12.1 and 4.13.1 do not apply in the 15 minutes immediately before a regular valuation
point, or, if the regular valuation points are less than one hour apart, in the last quarter of the
interval between them, if the manager has stated in the scheme particulars that it is not obliged to
issue or redeem in the 15 minutes {or lesser period) immmediately preceding a regular valuation
point.

Where the manager has so stated in the scheme particulars, then it may not, during the period,
agree or decide to sell or redeem uvnits for itself as principal, or arrange for the creation or
cancellation of units, when not acting as principal.

Section B Geared Futures and Options Funds

12.04  Special rules for pricing

1 This rule modifies Part 4 for geared futures and options finds.

2 Prices for issue and redemption are to be on a forward basis only, and rule 4.24 does not apply.
3 Valuation of the scheme property is to be carried out at least once on every business day.
12.05 Special rule for issues and redemptions

1 This rule modifies Part 4 for geared futures and options funds.

2 Rules 12,03.2 and 12.03.3 shall apply fo such funds.

Section C Property Funds

12.06 Standing independent valuer

1

The manager shall, at the outset and upon any vacancy, with the approval of the trustee appoint as
the standing independent valuer for the scheme a person who is qualified under paragraph 2.
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A person is qualified to be the standing independent valuer if he ig:

12.07

(a) a fellow or professional associate of the Royal Institution of Chartered Surveyors;
(b) a fellow or associate of the Incorporated Society of Valuers and Auctioneers;

() a fellow or associate of the Institute of Revenues, Rating and Valuation; or

1G] a ember of a professional body approved by the Commission for these purposes.

A person is eligible to be appointed, or to retain appointment, as the standing independent valuer
only if he is independent of the manager and trustee, inthat:

(2) neither he nor any partner (if any) or fellow director (if any) of his:
@ ig an officer, servant or controller of; or
(i) has a financial interest which it is reasonable to regard as significant in,

the trustee or manager or any body corporate in the same group as the trustee or manager;
and

(o) neither the trustee nor the manager nor any body corporate in the same group as the trustee
or mapager has a financial interest which it is reagsonable to regard as significant in any
partnership of which the person is a member or in any body corporate of which he is a
director or controller.

The standing independent valuer may be removed from office by notice in writing given by the
manager or by the trustee (o1 in the case of a company scheme, by the company); the manager
may not give any such notice without the agreement of the trustee, and the trustee must inform the
manager of any notice given by it.

Any pariner of the person appointed to be the standing independent valuer who would himself be
eligible for appointment may act on his behalf and, if the standing independent valuer considers it

“expedient that another person who is an appropriate valuer should act on his behalf, he may

appoint that other as his delegate for the purpose of any specific valuation.

Details of the standing independent valuer shall be given in the scheme particulars.

Functions of the standing independent valuer

The standing independent valuer shall value all the immovables held within the scheme property,
on the basis of a full valuation with physical inspection (including, where the immovable is or
includes a building, infernal inspection), at least once a year.

The standing independent valuer shall also value the immovables, on the basis of a review of the
last fufl valuation, at least once a month,

The trustee may at any time require the manager to procure an additional valuation under
paragraph 1 or under paragraph 2 as the frustee may specify.

Where, since the last valuation under paragraph 1, any new immovable has been purchased for the
aunthorised scheme, and any appropriate valuer under rule 5.32.10 was not the standing
independent valuer, the standing independent valuer shall;

(a) if the report of the appropriate valuer was on the basis of full valuation with internal
inspection, review that valuation as part of any valuation under paragraph 2 until the next
fuall valuation under paragraph 1; and

(b)y if the report of the appropriate valuer was not on the basis in (a), value the immovable on
that basis as part of his next valuation under paragraph 2.
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The manager and trustee (or in the case of a company scheme, the company) shall inform the

12.08

12.09

12,10

standing independent valuer forthwith upon its becoming aware of any matter appearing likely to:

() affect the outcome of a valuation of an immovable;

(b) cause the valuer to decide to value under paragraph 1 instead of under paragraph 2; or

{c) cause the valuer to recommend to the trustee that it should make a requirement under
paragraph 3.

The manager and trustee shail each use its best endeavours to ensure that any affected person
reports to the valuer forthwith upon that person becoming aware of any matter within paragraph 5.

Any valuation by the standing independent valuer (except one under paragraph 4(a)) shall be on
the basis prescribed as an ‘open market value’ in the current Statements of Asset Valuation
Practice and guidance notes on the valuation of assets published by the Assets Valuation
Standards Committee of the Royal Institution of Chartered Surveyors of the United Kingdom.

Special rules for pricing
This rule modifies Part 4 for property funds.

Any valuation under rule 12.07 shall have effect, until the next valuation under that rule, for the
purposes of ascertaining the value of immovables under Part 4.

Prices for the issue and redemption are to be on a forward basis only, and rule 4.24 does not apply.

An agreement to transfer an immovable or an interest in an immmovable is to be disregarded for the
purpose of the valuation of the scheme property unless it appears to be legally enforceable,

Dealing costs are to be those estimated by the standing independent valuer, and his estimate must
have regard to any special reduction which he believes should be available to the manager in the
amount or rate of charges or commission payable.

Rule 4,04 (compulsory termination of initial offer) does not apply to property funds.

Fajlure to obtain minimum subscriptions

Where, immediately upon the expiry of the period of the initial offer, it appears to the manager (or
in the case of a company scheme, the company) that the aggregate of monies paid or agreed to be
paid for units to be created or sold is less than £5m (or the equivalent in the base currency):

(a) the manager may not deduct any preliminary or pericdic charge in respect of any units to
be created on or after that expiry;

(b)  the manager must credit back to the account of the holder any preliminary or periodic
charge deducted on creating units during the initial period; and

{c} the manager and the trustee (or in the case of a company scheme, the company) must
apply to the Commission for revocation of the declaration of authorisation.

Paragraph 1 applies, where there is no initial offer, as if:

(a)  the period of the process of unitisation; or

(h)  the period of 21 days after the date on which persons are first invited to become holders,
were the period of the initial offer.

Notification of breaches etc,

If the manager of a property fund is at any time of the opinion that there has been:

(a) a breach of any provision of Part 5; or

(B a circumstance within the meaning of rule 7.14.4 or 7.14.5,
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the manager must forthwith notify that breach (or circumstance) together with the manager’s

12.11

proposals for rectification (or restoration of cornphiance) to:
(i) the trustee {(and in the case of a company scheme, the company); and
(if) the Commission.

Suspension of dealings

This rule applies, without prejudice to rule 13.01, if at any time it appears to the trustee that there
is insufficient property in the authorised scheme by way of:

(a) cash or near cash;
()] property related assets; or
(c)‘ other assets capable of early liquidation,

to enable the trustee in the case of a unit trust scheme (or in the case of a company schere, the

company} to cancel units as necessary to enable the manager to meet the demand or likely demand
for redemption of units.

In such a case, the trustee in the case of a unit frust scheme (or in the case of a company scheme,
the company):

(a) shall require the manager to suspend dealings in units (whether by way of issue,
redemption, purchase or sale);

b) shall not, while the suspension remains in force, create or cancel units;

()] shall forthwith inform the Commission of the suspension, stating the reasons for its action;
and

(d) shall thereupon confirm the suspension by giving notice in writing:
{ to the manager;
(i1} to the Commission; and

(iiiy  to the authorities in any jurisdiction in which the authorised scheme is registersd
for public sale.

The manager shall comply with a requirement under paragraph 2(a) and shall notify the
suspensions to the authorities in any jurisdiction in which the autherised scheme is registered for
public sale,

Following the suspension, the manager shall report to the Commission with such frequency ag the
Commission shall require (and in writing if so required) giving particulars of the action being
taken to enable dealings in units to be resumed.

.The suspension shall expire on the close of business on the 28th day after the date of the

suspension, unless extended under paragraph 6.

If it appears to the manager, or to the trustee {or to the company, as appropriate) that it is desirable
in the interests of the holders that the suspension should be extended {or further extended} it may,
not less than five business days before the date of expiry of the suspension, apply to the
Commission requesting such extension.

Rules 4.12 and 4.13 (obligation to sell and redeem) are subject to this rule.

Section D Warrant Funds

1212
1

Special rules for pricing
This rule modifies Part 4 for warrant funds,
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2 Prices for issue and redemption are to be on a forward basis only, and rule 4.24 doesnot.apply. .

3 Valuation of the property of the scheme is fo be carried out at least once on every business day.

Section E Feeder Funds and Funds of Funds

12.13  Pricing and valuatien of feeder funds

1 The manager of a feeder fund shall deal on the same basis {forward or historic) as the scheme into
which the feeder fund feeds.
2 The normal valuation point for a feeder fund must be within two hours after each normal valuation

point for the scheme into which the feeder fimd feeds.

12.14  Valuation of funds of funds

1 A fund of funds shall be valued no less frequently than would be required if the fund of funds
were itself an authorised scheme within the relevant Section (out of Sections B, C, D, E,F or G)
which is appropriate for the choice of investment by the aufhorised scheme under rule 5.44.1, and
the manager of a fund of funds shall deal on the basis of forward prices if this would be applicable
if it were a scheme within that relevant Section.

......

2 Where a fund of funds invests in money market funds (within Section C), Section C is appropriate
within paragraph 1 only if the authorised scheme does not invest in any other category of scherme.

Section F Umbrella Funds
Explanation. An umbrella fund provides a number of sub-funds in which contributions
Jrom holders are pooled separately and enables investors to switch all or part of their
investment from one sub<fund to any other.

In general except as stated in these rules and, in particular, below, these rules apply lo
an umbrella fund as they apply to other authorised schemes.

1215 Qualification to be authorised as an umbrella fund

A proposed umbrella fund does not qualify for a declaration of authorisation unless, if each of its
sub-funds were a separate scheme, each would qualify for a separate declaration of authorisation.

12.16  Base currency

In the case of an umbrella fiund any reference to base currency shall in the context of a valuation of
a sub-fund or the price of a unit in respect of a sub-fund or a payment in respect of such a unit
respectively be treated as if the reference were to the currency stated in the scheme particulars as
being the currency to be used for the purpose in question in relation to that sub-fund.

12.17  Allocation of scheme property

In so far as any of the scheme property of an umbrella fund, or any assets to be received as part of
the scheme property, or any costs, charges or expenses to be paid out of the scheme property, are
not attributable to oune sub-fund only, subject to applicable law the authorised scheme must
atlocate such scheme property, assets, costs, charges or expenses between the sub-funds in a
manner which is fair to the holders of the umbrella fund generally,

12.18 Investment and borrowing powers
Except in the case of rule 5.17 (significant influence), the rules contained in Part 5 shall be applied
as if each sub-fund were a separate authorised scheme.

12.19 Income

Except in the case of rules 9.01 and 9.02, the rules contained in Part 9 shall be applied as if each
sub-fund were a separate authorised scheme.
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Part-13---Suspension-and-Termination

Section A Suspension and Resumption of Dealings in Units

13.01
1

Explanation. This Section sets out the circumstances in which a manager must or may
suspend dealing in units in the authorised scheme and the manner in which a suspension
" is to be carried into effect.

Suspension and resumption of dealings in units

The manager may, at any time, with the prior agreement of the trustee, or shall without delay, if
the frustee so requires, suspend the creation, cancellation, sale and redemption of units (referred to
in this rule as “dealings in units™} if it, or the trustee in the case of any requirement by the trustee,
is of the opinion that due to exceptional circumstances there is good and sufficient reason to do so
having regard to the interests of holders.

At the time of suspension under paragraph 1 the manager, or the trustee if it has required the
manager to suspend dealings in units, shall:

(2) inform the Commission of the suspension, stating the reason for its action; and
() forthwith give written confirmation of the suspension and the reasons for it to:
{ the Commission; and
(i) the authorities in any jurisdiction in which the authorised scheme is registered for
public sale.

During the period of a suspension, none of the obligations in Part 4 relating to the creation,
cancellation, sale or redemption of units or to the valuation of scheme property shall apply.

The suspension of dealings in units shall cease as soon as practicable after the manager or the
trustee in the case of a requirement by it is no longer of the opinion referred to in paragraph 1 and
in any event within 28 days of the commencement of the suspension of dealings in units.

Before the suspension of dealings in units ceases, the manager shall inform the Commission of the
proposed resumption and forthwith after the resumption shall confirm the resumption by giving
notice in writing to the authorities specified in paragraph 2(b).

Nothing in this rule shall prevent the manager from agreeing, during the period of the suspension,
to sell or to redeem units or to arrange for the trustee in the case of a unit trust scheme (or in the
case of 2 company scheme, the company) to create or cancel them at a price calculated by
reference to the first valnation point after resumption of dealings in wmits.

This rule may be applied to one or moze classes of unit without being applied to other classes of
unit in an authorised scheme and shall apply to a sub-fund (of an umbrella fund) as it applies to an
authorised scheme, but by reference to the frustee of the class or classes related to the sub-fund
and to the scheme property atiributable to the sub-fund; however, for the purpose of paragraph 1,
the manager or the trustee {as the case may be) shall have regard to the interests of all of the
holders in the authorised scheme (or umbrella fund).

Section B Termination

Explanation. This Section coniains provisions relating to the winding-up of an
authorised scheme, including the circumsiances in which a scheme falls to be wound up.
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13.02

13.03

13.04

13.05

13.06

When-a unit-trust-scheme-is-fo-be-wound-up

Forthwith upon the happening of any of the events specified in rule 13.06 the trustee shall cease
the creation and cancellation of units in the authorised scheme, the manager shall cease the sale
and redemption of units in the authorised scheme and the trustee shall proceed to wind up the
authorised scheme in accordance with rule 13.03.

Manner of winding-up a unit trust scheme

Upon the passing of an extragrdinary resolution approving the reconstruction of the authorised
scheme with another body or scheme the trustee shall wind up the authorised scheme in
accordance with that resolution or the terms of the approved reconstruction,

In any other case the trustee shall as soon as practicable after the aunthorised scheme falls to be
wound up under rule 13.02 realise the scheme property and, afier paying or providing for all
liabilities properly payable and retaining provision for the costs of the winding-up, distribute the
proceeds of that realisation to the holders and the manager as they may direct (upor production by
them of evidence as to their entitlement thereto) proportionately to their respective interests in the
authorised scheme. Provided that if the manager so directs or the principal documents so require,
the trustee shall rather than realising any of the scheme property distribute it in specie amongst the
holders in satisfaction of their proportionate entitlements,

'Any unclaimed net proceeds or ofher cash held by the trustee after the expiration of 12 months
from the date on which the same became payable shall be distributed by the tmstee in accordance
with applicable law subject to the trustee having a right, if applicable law o permits, to Tetain
thereout any expenses incurred by it in making that distribution.

‘When 4 company scheme is to be wound up

Forthwith upon the happening of any of the events specified in rule 13.06 the company shall cease
the creation and cancellation of units in the authorised scheme, the manager shall cease the sale
and repurchase of units in the authorised scheme and:

(2) where rule 13.06(a) applies, the directors of the company shall convene an extraordinary
general meeting of the authorised scheme for a date not later than one month after the

happening of the event in question for the purpose of considering a resolution to wind up
the company; or

(1)) where either rule 13.06(b), {c), (d} or (e) applies, the authorised scheme shall be wound up
in accordance with the terms of the principal documents and applicable law,

Manner of winding-up a company scheme

On a winding-up, subject to applicable law the assets available for distribution among the holders
of units in a company scheme shall be applied first in the payment to the holders of units in the
company scheme of shares of the scheme property in accordance with their respective interests,
and thereafter in the payment to the holders of management securities and nominal securities of
sums in accordance with their respective entitlements as provided in the principal documents.

‘Winding-up events
The events referred to in rule 13.02, 13.04 and 13.07 are:

(a) when the anthorisation of the authorised scheme is revoked or, in the case of the sub-fund
: of an umbrella fund, when the authorisation of that sub-fund is revoked, where there is a
separate authorisation for that sub-fund, or when the anthorisation of the umbrella fund is
amended to refer only to the other sub-funds, where there is not a separate authorisation

for that sub-fund (unless the Commission in any particular case otherwise directs);

b when an extraordinary resolution passed by the holders determines that the authorised
scheme shall be wound up;
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where-the. principal..documents—so—provide,—when-the-date--for-the-termination- of~the—oo e
authorised scheme is reached without an extraordinary resolution passed by the holders
postponing the termination; '

(d) when any agreement by the Commission to a request by the manager in the case of a unit
trust scheme (or in the case of a company scheme, the directors) for the revocation of the
declaration of authorisation in respect of the authorised scheme {or, in the case of the sub-
fund of an umbrella fund, for the revocation of the declaration of authorisation in respect
of that sub-fund, where there is'a separate declaration of authorisation in respect of that
sub-fund, or for the amendment of the declaration of authorisation in respect of the
umbrella fund to refer only to the other sub-funds, where there is not a separate declaration
of anthorisation in respect of that sub-fund) becomes effective, albeit that such agreement

is subject to there being no material change in any relevant factor prior to the date of
revocation; or

{e) where the principal documents so provide, when the value of the scheme property
calculated in accordance with Part 5 falls below the value prescribed in the principal
documents and scheme particulars for the requisite period (if any) and the manager, in the
case of a unit trust scheme (or in the case of a company scheme, the directors), elect to

wind up the authorised scheme.
13.67 'Winding-up of a sub-fund of an umbrella fund

1 For the purposes of this rule, mles 13.02, 13.03 and 13.06 shall, except where the context
atherwise requires, be construed as if references to:

{(a) “holders” were references to holders of units of the class(es) related to the sub-fund to be
terminated;

(b) “the authorised scheme” were references to the sub-fund to be terminated;

(c) “extraordinary resolution” were references to an extraordinary resolution passed at a

meeting of holders as defined in (a);

(d) “scheme property” were references to the scheme property allocated or attributable to the
sub-fund to be terminated;

(e) “liabilities” were references to liabilities of the umbrella fund allocated or attributable to
the sub-fund to be terminated; and

@ “trustee” were references to the trustee in the case of a unit trust scheme, or to the
cornpany in the case of a company scheme.

2 A sob-fund of an umbrella fund shall be wound-up in accordance with rules 13.02 and 13.03, in
the case of a unit trust scheme, and rules 13.04 and 13.035, in the case of a company scheme,

13.08 Additional provisions applicable to certain umbrella funds

1 In the case of a company scheme and subject to applicable law, liabilities of an umbrella fund
attributable, or allocated in accordance with rule 12.17, fo a particular sub-fund shall be met first
out of the scheme property attributable or allocated to such sub-fund.

2 In the case of a company scheme and subject to applicable law, if the liabilities to be met out of a
particular sub-fund of an wmbrella fund are greater than the proceeds of the realisation of the
scheme property attributable or allocated to that sub-fund, the deficit shall be met ont of the
scheme property attributable or allocated to sub-funds (the “solvent sub-funds”) of the umbrella
fund in respect of which the proceeds of realisation exceed liabilities and divided between those
sub-funds in a manner that is fair to the holders in the solvent sub-funds.

3 In the case of a company scheme and subject to applicable law, paragraph 2 shall apply in respect
of any deficit arising as a result of additional liabilities accruing to a sub-fund through the
operation of paragraph 2.
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Section C Reconstrction and Unitisation

13.09 Reconstruction and unitisation

1

Where, for the purpose of a reconsiruction, it is proposed that the scheme property of an
anthorised scheme, or scheme property attributable to a sub-fund of an umbrella fund, should
become the property of another body or scheme, the proposal shall not be implemented without
the sanction of an extraczdinary resolution of the holders of the authorised scheme or (as the case
may be) of the class(es) of units related to the sub-fund and the prior written approval of the
Compmission. '

Where it is proposed that an authorised scheme or sub-fund of an umbrella fund should receive
property as a result of a unitisation, then (without prejudice to rule 4.06} the proposal shall not be
implemented without the sanction of an extraordinary resolution of the holders of the authorised
scheme or (as the case may be) of the class(es) of unifs related to the sub-fund and the priox
written approval of the Commission unless paragraph 3 applies.

This paragraph applies if the trustee in the case of a unit trust scheme {or in the case of a company
scheme, the directors) is {or are) reasonably satisfied that the inclusion of the property concerned:

(2) is not likely to result in any material prejudice to the interests of the holders in the
authorised scheme;
{b) is consistent with the objectives or the authorised scheme or the sub-fund; and

(c) could be effected without any breach of Part 3.
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14.01

14.02

14.03

14.04

Part 14 - Authorisation

Application

The manager of a scheme secking a Class A Scheme declaration of authorisation from the
Commission shall submit to the Commission:

(a) the appropriate application form;

(b) a certificate from an approved law firm stating that the principal documents comply with
all of these rules relating to their conients;

(c) signed or certified copies of the principal documents, the scheme particulars, and other
agreements material to the scheme;

(d) the application fee as prescribed from time to time by Rules made under section 22 of the

Law; and
(e) such other information as the Commission may require.
Declaration

Each declaration of anthorisation shall state that the authorised scheme is a Class A Scheme, and
which category of anthorised scheme the Class A Scheme falls into.

Where a Class A Scheme seeks to make an alteration to its principal documents, the submission of
a certificate from an approved law firm under rule 7.17.2 which does not give an vnqualified
confirmation that the principal documents will continue to comply with such of these rules as

relate to the contents of the principal documents, shall be treated as an application for a Class B
Scheme declaration.

Undertakings

As a condition of authorisation of a Class A Scheme the Commission shall be entitled to require
such undertakings, indemmnities, bonds, guarantees and assurances as the Commission may
determine to secure compliance with these rules,

Continuing eompliance obligation

In the case of a Class A Scheme which is not incorporated or established under the law of
Guernsey (a2 “non-Guernsey Scheme”) the manager must notify the Commission immediately if
applicable law is changed or if the principal documents are amended to comply with applicable
law, with the result that the principal documents no longer comply with such of these rules as
relate to the contents of the principal documents,

Notice pursuant to paragraph 1 must identify which of these rules the principal documents, in
complying with requirements of applicable law, no longer comply with, and rmust include a
statement to the effect that the manager, afler taking proper advice, considers that the scheme
overall affords to investors protection at least equivalent to these rules.

On 1eceipt of notice pursuant to paragraph 1 the Commission may, at its diseretion confirm, in
writing, the declaration of authorisation of the non-Guermnsey Scheme as a Class A Scheme, or
may revoke the declaration of authorisation, or may make such other declaration as it may deem
appropriate, including that the non-Guermnsey Scheme should continue as a Class B Scheme if the
manager specifically so requests.
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15.81

15.02

Part 15 - Transitionals

Transitional: general

In this Part:

(a) “the effective date” is the date on which the previous rules will be revoked by the
Commission;

(b) “the previous mles™ means the Collective Investment Schemes Rules 1988;

(9] “the Schedule” means Schedule 1 to the Collective Investment Schemes Rules 1988; and

(d) “Schedule 4” means Schedule 4 to the Collective Investment Schemes Rules 1988,

Transitional: deeds ete.

In relation to any scheme in existence (or treated for transitional purposes as in existence) on the

day before the effective date:

(a) the principal documents shall have effect as if the information, statements and provisions
required or enabled by the following paragraphs of the Schedule were deleted from such
principal docaments on the effective date:

Tn Part I: Matters which must be contained in the principal documents:
8 Anmual accounting period;

9 Half-yearly accounting period;

10 Amnnual income allocation date;

13 Variation of principal documents;

In Part IT: Matters which may be contained in the principal documents:
4 Initial price;

5 Period of the initial offer;

9 Interim income allocation date;

10 Cash deposits with trustee, manager or associates;

18 Dealings by manager, trustee and other persons;

24 Borrowing from trustee or associates;

26 Investment adviser;

(b) the principal documents shall have effect on and after the effective date and until the first
date thereafter on which a change is made to the principal docwinents as if the provision
required by paragraph 7 of Schedule 4 (Scheme Particulars - the constitution and
objectives of the scheme) were regarded as a restriction imposed by the principal
documents under rule 2.02.2;

(c) the principal documents shall have effect:

(i) on and after the effective date and until the first occasion on or after that date
when the scheme particulars relating to the scheme are revised under rule 3.04 (as
to which see rule 15.03 below) as if no change had been made by thege rules in
respect of the information enabled by paragraph 1 of Part Il (Remuneration and
disbursements of the manager and the trustee) of the Schedule; and
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{ii) on and after the revision mentioned in sub-paragraph (i}, until the first date

15.03

15.04

thereafter on which a change is made to the principal documents, as if the

information enabled by that paragraph of the Schedule were deleted from the
principal documents;

(d) if the scheme is described in the principal documents as a securities fund, the principal

documents may be freated on and after the effective date as if it included a provision
describing it as a securities fimd;

(&) where on the effective date a fund of funds has the power to invest in securities funds
{including for this purpose a predecessor of such a fund) or in money market funds, or in
one or more of both those types of scheme, the principal documents shall be deemed to
Incorporate a statement identifying that type or as the case may be those types of scheme
as the category or categories of scheme in which the fund of funds may invest; and

3] references to the previous rules or anything in them may be treated as references to these
rules or to the equivalent provision in these rules.

The manager (and, in the case of a company scheme, the directors) and the trustee shall ensure
that, on the first occasion on or after the effective date on which a change is made to the principal
documents, the principal documents are amended so as to ensure that the principal documents
have the content which they would have had, had the scheme not been governed by this Part.

No amendment to the principal documents refating only to matters which are attributable to the
replacement of the previpus rules by these rules shall require any resolution of the holders, unless

the scheme is a fund of funds which is proposed to invest in any category of fund not currently
open to it.

For the purposes of paragraph 3:

(a) the provisions of Section K in Part 5 (efficient portfolio management) may be regarded ag
replacing the provisions in the previous rules relating to hedging; and

() that parapraph shall apply to any replacement by way of amendment of these rules as it
applies to replacement of the previous rules.

Transitional: scheme particulars

In relation to any scheme in existence on the day before the effective date, there shall be no
obligation to revise the scheme particulars as a result of these rules until the first occasion when
the scheme particulars would otherwise be required to be revised under rule 3.04, and no revision
required solely as a result of these rules shall require any resolution of the holders.

Paragraph 22{d) in Schedule 2 shall apply to any scheme particulars issned or revised after the
effective date.

A revision to the scheme particulars solely to comply with paragraph 22{d) in Schedule 2 is not a
revision for the purposes of rule 15.05 below.

Transitional: investment and borrowing powers

Where any scheme which was lawfully invested before the cffective date becomes, by virtue of
any provision of Part 5, unlawfully invested on the effective date, rules 7.14.6 and 7 shall apply as
if the change in the rules were a circumstance envisaged by 7.14.4, or 5.

In relation to any scheme in existence on the effective date, the commencement of Part 5 shall not,
of itself, enlarge the powers of investment or of berrowing, until the scheme particnlars have been
revised ag a resnlt of these miles; and that revision will entail an exiraordinary resolution under rule

11.14 if, but only if, the scheme particulars in force immediately before the effective date
Tepresent 2 restriction:
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{a) as a result of which the scheme does not have fully available to it the investment and

15.05

15.06

15.07

15.08

bomowing powers which otherwise would have been available to it under the previous
rules; and

()] which would be reduced or abolished in its effect if the revision were made.

A restriction is not reduced or abolished for the purposes of paragraph 2 by virtue only of a

replacement of a refeience, however phrased, to hedging by a reference, however phrased, to
efficient portfolic management. '

Transitional: trustee and manager’s remuneration, charges and expenses

Until the first occasion on which the scheme particulars of any scheme are revised, the provisions
relating to trustee and manager’s remuneration, charges and expenses shall be governed by the
regime int force until the previous rules

Transitional: efficient portfolio management

Until the first occasion on which the scheme particulars of any scheme are revised, these rules
may be taken to apply to that scheme as if the 1egime in force under the previous rles relating to

hedging continual in force in place of the regime relating to efficient portfolio management
contained in Section K in Part 5 above.

Transitional: off-exchange futures

No amendment to the principal documents or to the scheme particulars relating only to the
introduction into Part 5 of off-exchange futures shall require any resolution of the holders.

Transitional: investment in units of authorised schemes

Subject to paragraph 2 until the effective date or any earlier date on which the principal documents
are modified a fimd of funds may invest in a securities fund, a warmrant find and an umbrella fund
to the exfent that a statement in its principal documents as at the effective date permits it to invest

in an authorised scheme of equivalent category and such statement shall, insofar as necessary, be
deemed to be amended accordingly.

Paragraph 1 shall only apply after:

(a) the manager (and, in the case of a company scheme, the directors) has given to the holders
the requisite period of notice in writing of the categories of authorised scheme deemed to
be included in the statement in the principal documents; and

(b) the scheme particulars have been revised to take account of the references to the

equivalent categories of authorised scheme deemed to be included in the statement in the
principal documents.

The requisite period referred to in paragraph 2 shall be twenty-one days except to the extent that it
is impracticable for the manager (and, in the case of a company scheme, the directors) to give
twenty-one days’ notice because the manager (and in the case of a company scheme, the directors)
could not reasonably have been expected to have known sufficiently early of a change proposed to
be made o an existing investment of the fund of funds in which case the requisite period shall be
as long a period of notice as is reasonably practicable.

Subject to paragraph 5, until the effective date or any earlier date on which the principal
documents are modified a scheme which is not a fund of funds may invest in a securities
company, a warrant company and an umbrella company to the extent that 2 statement in its
principal documents as at the effective date permits it to invest in an authorised scheme of

equivalent category and such staterpent shail, insofar as necessary, be deemed to be amended
accordingly.

Paragraph 4 shall only apply after the manager (and, in the case of a company scheme, the

directors) has given the trustee notice in writing of the categories of authorised company deemed
to be included in the staterment in the principal documents.
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1509 Transitional: annual or half-yearly accounting periods

In respect of any annnal or half-yearly accounting period commencing before the effective date,
the manager (and, in the case of a2 company scheme, the directors) may choose between the rules
contained in Schedule 3 and Schedule 4 in these mles or the equivalent rules contained in
Schedule 2 and Schedule 3 under the previous rules.
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Sehedule 1

Contents of Principal Documents

Part I - Matters which must be Contained in the Principal Documents

The following matters must be contained in the principal documents of an anthorised scheme, and where
there is more than one of such documents it shall be sufficient for these purposes if the relevant matter is
included in at least one of those documents.

1 Name of antherised scheme

A statement of the name of the avthorised scheme being a name not inconsistent with the
objectives of the authorised scheme.

2 Governing law

A statement of the applicable law under which the principal documents are made and governed.

3 Principal documents to be binding and anthoritative

A statement that the principal documenis are binding on each holder, as if he had been a party to
them, and authorise and require the trustee and the manager (and in the case of a company scheme,
the directors) to do the things required of them under the terms of the principal documents,

4 Status of anthorised scheme

A statement of which of the categories of authorised scheme specified by the Commission the
authorised scheme belongs to or is infended to belong to: 2nd, in the case of an umbrella fimd, this
statement ig to be made separately in relation to each sub-fund.

5 Feeder funds

If the authorised scheme {or in the case of an umbrella fund any sub-fund) is a feeder fund, a
statement of the name of the scheme into which it is to feed.

G Funds of funds

If the authorised scheme is a fund of funds, a statement of the category ar categories of scheme in
which the fund of funds may invest.

7 Base currency

A statement of what currency is the base currency. of the authorised scheme, and, in the case of an
umbrella fund, this statement is to be made separately in relation to each sub-fund.

8 Investment powers in eligible markets

Except in the case of a feeder fund or a fund of funds, a statement that, subiect to any testriction in
these rules or the principal documents, the authorised scheme has the power to invest in any
securities market or deal on any derivatives market:

(a) which is an eligible securities or derivativeg market for that authorised scheme by virtue of
these rules; or

(b) to the extent that power to do so is conferred by these rules irrespective of any issue of
cligibility.
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Declaration of trust
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11

12

13

14

15

A declaration that, subject to the provisions of the prineipal documents and to all applicable rules
for the time being in force under the Law:

(a) the scheme property (other than sums standing to the credit of the distribution account) is
held by the trustee in the case of a unit trust scheme on trust for the holders of the units
{and in the case of a company scheme, for the company,} and pari passu according to the
number of units held by each holder or, in the case where income units and accumulation
units are both in issue, according to the number of undivided shares in the scheme
property represented by the units held by each holder; and

{b) the sums stending to the credit of the distribution account are held by the frustee on trust to
distribute or apply them in accordance with these mules; and in the case of an umbrella
fund the declaration shall be so framed that it will apply to each sub-fund separately.

Certificates

(a) Unless provision i3 contained in the principal documents dispensing with all or any of the
requirements of rule 6.04, provision as to the form and content of, and the manner of
anthenticating and sealing, certificates evidencing title to a holding of units.

(b) A tequirement that any change of the name and address on the part of any holders shall
. forthwith be notified to the trustee by the holder or the manager as the case may be,

Holder’s liability to pay

Subject to paragraph 12, a provision that a holder is not liable to make any further payment after
he has paid the purchase price of his units and that no further liability can be imposed on him in
respect of the units which be holds,

Partly paid units

In the case of an authorised scheme which issues partly paid units, a provision specifying the
rights and obligations of the holder in respect of such partly paid units.

Meetings

{a) A statement of the number of holders competent to requisition a meeting of holders under
rule 11.01.

()] A statement of the number of holders required to constitute a quorum under rule 11.04,

(c) A staternent of the number of holders competent to demand a poll under rule 11.07,

Umbrella funds
In the case of an umbrella fund:

{2) a description of the different sub-funds and how units related to each such sub-fund are to
be distinguished from units related to the other sub-funds; and

(b) a statement that holders may exchange rights in one sub-fund for rights in another.

Bearcr units

If the authorised scheme is to be able to issue bearer units, a statement to that effect together with
details of any limnitations on the classes of units which are to inciude bearer units.
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that effect together with an mdncanon of any class of unit which is a class of participating
securities. :

Frequency of valuation points
A statement of the frequency of regular valuation points.
Types of Unit ' &

A statement of the type or types of unit of which the authorised scherae will consist.

Part H - Matters which may be Contained in the Principai Documents
The following matters may be contained in the principal documents of an authorised schesme.

1

Duration of the authorised scheme

If the authorised scheme is to terminate after the expiration of a particular period, a statement to
that effect.

Constituents of property, perinitted transactions and borrowing powers

If the descriptions of assets of which the capital property of the authorised scheme may consist or
the proportion of the capital property of the authorised scheme which may consist of an asset of
any description or the descriptions of transactions which may be effected on behalf of the
anfhorised scheme or the borrowing powers exercisable in relation to the authorised scheme are
narrower than those permitted for the category of scheme to which the authorised scheme belongs

under Part 5, a statement of those narrower descriptions of assets, proportions, transactions or
borrowing powers.

Restricted economic or geographic objectives

If there are to be any resfrictions on the geographic areas or economic sectors in which investment
of the capital property of the authorised scheme may be made, a statement of what they are,

Classes of units

If the authorised schems is to have more than one class of units, a statement of the differing rights

applicable to the classes; and, in the case of an umbrella fund this statement is to be made
separately in relation to each sub-fund.

Limited categories of holder

A provision that holders of units in the authorised scheme apart from the manager shall be
confined to such persons as are described in the principal docwments and a provision dealing with

the compulsory redemption or sale by the trustee or manager of units held by persons falling
outside such descriptions.

Company scheme siructure

(a)  In the case of a company scheme, a provision creating one or more classes of nominal
securities and providing for their conversion into units.

b In the case of a company scheme, a provision setting out the basis upon which holders of
] ’ P 1 P
units are entitled to have therr units redeemed or repurchagsed by, or out of the funds
provided by, the authorised scheme or out of funds represented hy nominal securities.

Compulsory redemption, cancellation or transfer

A provision that if any units are owned or held by any person in circumstances which the manager
(or in the case of a company scheme, the company) considers might result in the authorised
scheme or any holder incurring any liability to taxation or infringing any law or rule or saffering
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any regulatory, pecuniary or administrative disadvantape which the authorised scheme or holder

10

. _might_not_otherwise have_incurred. or.suffered, the units shall be . redeemed, cancelled or

transferred and, if the principal documents contain such a provision, they shall also provide the
procedure for that redemption, cancellation or transfer.

Exemption from lability

A provision exempiing any person camying on a restricted activity in relation to an authorised
scheme, and, in the case of a company scheme, the directors, from lability for failure in
discharging their functions in respect of the authorised scheme to the extent that due care and
diligence has been exercised.

Enabling and restricting provisions
Any provision;

{(a) dealing with a matter not referred to earlier in this Schedule the inclusion of which serves
to enable the authorised scheme, the manager or the {rustee (or in the case of a company
scheme, the company) to obtain any privilege or power conferred by these rules;

{b) which is expressly contermnplated in these rules; or

{c) which in all material respects has the same effect as a provision contained, at the time
when the provision is made, in these rules. :

Commission’s discretion

Any provision which does not conflict with applicable law and these rules and which the
Commission approves in writing and which the manager certifies is not unfairly prejudicial to the
interests of holders generally or to the holders of any class of units.
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Scheme Particulars

Prominent statement

The scheme particulars must include a prominent statement that these are the scheme particulars
valid as at (and date them).

The manager

The following particulars of the manager shall be stated:

@
®)

(©)
@

(e)
6]
(g)

®).

@

o

()

®

its name;

the nature of its corporate form (including any limit on the duration of its limited status, if
applicable);

the couniry or territory of its incorporation;

if it is a subsidiary, the name of its ultimate holding company and the country of territory
in which that holding company is incorporated;

the address of it registered office;

the address of its head office if that is.different from the address of its registered office;
the date of its incorporation;

the amount of its authorised and issued share capital and how much of it is paid up;

the names of its directors and any significant activities of any directors which are not
contected with the business of the manager;

where the manager is the manager of any other anthorised scheme and the Commission so
yequires, the names of each of those schemes, the investment objectives of those schemes
and the fact that the manager is the manager of each of them;

a summary of the material provisions of any contract entered into by the manager in
connection wifh the authorised scheme which may be relevant to holders, inchuding

provisions (if any) relating to termination, compensation on termination and indernity;
and

if it is Hicensed to carry on controlled invesiment business in the Bailiwick of Guemsey,
that fact.

The trustee

The following particulars of the trustee shall be stated:

(2)
{b)
©
(d)

()
)
(g}

its name;
the nature of its corporate form;
the country or territory of ifs incorporation;

if it is a subsidiary, fhe name of its ultimate holding company and the country or territory
in which that holding company is incorporated;

the address of its registered office;

the address of its head office if that is different from the address of its registered office;

the date of its incorporation;
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(h)

&)

the amount of its issued share capital and how much of it is paid up;
a description of its principal business activity, =~
a summary of the material provisions of any contract entered into by the trustee in

connection with the authorised scheme which may be relevant to holders, including

provisions (if any) relating to termination, compensation on termination, and indemnity;
and

if it is licensed to camy on controlled investment business in the Bailiwick of Guemsey,
that fact.

The directors

In the case of a company scheme, the following particulars of the directors shall be stated:

(2)
()

(c)
(d)

(e

thelr names and positions in the company;

the main business activities of each of them (other than those connected with the business
of the company) where these are significant to the company’s business;

the manner, amount and calculation of their remuneration;

in summary form, the main ferms of each contract of service between the company and a
director; and

if the director is a body corporate in a group of which any other corporate director of the
company is a member, a statement of that fact.

The investment adviser

If an investment adviser is retained in connection with the authorised scheme, the following shall

be stated:

(@) its name;

(b) if it is a body corporate, the address of its repistered office, or, if otherwise, the address of
its principal place of business;

{c) if it is a body corporate in a group of which the manager or trustee is a member, that fact;

(d) if its principal activity is other than providing services as an investment adviser, what that
principal activity is; and B

{e) the main terms of the agreement or arrangement under which it is retained {other than

those relating to its remuneration except where such remuneration is paid directly out of
the scheme property) and, if it has any discretionary authority, that fact and a description
of the matters in relation to which it has that authority.

The registrar

If a repistrar is employed, the name and address of the person who maintains the register of
holders shall be stated.
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The auditor

The nate and address of the auditor of the anthorised scheme shall be stated.

The UK representative

The name and address, if any, of the UK representative of the anthorised scheme for the purposes
of section 270 of the FSMA shall be stated.

The register of holders

The address in Guernsey where the register of holders can be inspected shall be stated.

The constitufion of the authorised scheme

The following shall be stated:

(a)
{b)

©

(@)
(e

®

(&)

()
®

@)

the name of the authorised scheme;

the date on which the authorised scheme was established and, if the duration of the
authorised scheme is not unlimited, when it will or may terminate;

that the authorised scheme is an authorised scheme and a statement of which of the classes
of authorised scheme declared by the Commission the authorised scheme belongs to;

the date of effect of the declaration of authorisation in respect of the authorised scheme;

if the authorised scheme is a feeder fund, a statement of the name and status of the scheme
into which it is to feed;

if the authorised scheme is a company scheme, particulars oft
(i) its capital structure;
(ii) the names of its directors;

(iif) any significant activities of any directors which are not connected with the
business of the authorised scheme; and

(iv) the manner, amount and calenlation of the remuneration of directors, and the main
terms of any service contracts between the company scheme and its directors;

the circumstances in which the winding-up of the aufhorised scheme can be decided on, a

description of the procedure to be followed in a winding-up and what the rights of holders
will be in a winding-up;

the accounting dates;

whether the authorised scheme has adopted a single pricing regime or a dual pricing
regime and, if notice has been given to helders of a change in the pricing regime adopted
by the fund, particulars of that change and when it will take place; and

the base currency of the authorised scheme.’

Envestment objectives and policy

Sufficient information shall be stated to enable a holder to ascertain:

(@)

(i) the investment objectives (e.g. capital growth or income) of the authorised
scheme or of each sub-fund of an umbrella fund;

{ii} the authorised scheme’s investment policy for achieving those investment
objectives, including the general nature of the portfolio and any intended
specialisation (e.g. economic sector, geographical area or type of investment); and

(iiiy  the extent (if any) to which that pblicy does not envisage remaining fully invested
at all times;
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(®)

{©

(d)

(e)

®

(g)

(h)

where, in accordance with rule 8.12.4 all or part of the remuneration of the manager is to
be treated as a capital charge, it must be made clear that the investment objectives of the
authorised scheme are to treat the generation of income as a higher priority than capital

growth or (as the case may be) to place equal emphasis on the generation of income and
growth;

any restrictions in the range of transferable securities in which investment may be made,
including resirictions in the extent to which the authorised scheme may invest in any
category of investmnent, indicating (where appropriate) where the restrictions are tighter
than those imposed by the rules;

any individual eligible securities and derivatives markets through which the authorised
scheme may invest or deal by virfue of rule 5.06.2 (any securities market in a member
State which is eligible by virtue of rule 5.06.1 may be included in the list or referred to in
general terms);

whether it is intended that the authorised scheme will have an interest in any immovable
property (e.g. its office) or tangible movable propeity (e.g. office equipment};

the names of the member States, local authorities and/or public international bodies in
whose securities the authorised scheme may invest more than 35% of ifs assets and
whether or not it has done so;

the policy in relation to the exercise of borrowing powers by the authorised scheme and to
enter into fransactions for the purpose of efficient porifolio management; and

in the case of an authorised scheme which may invest in other schemes, the extent to
which the property of the authorised scheme may be invested in the units of scheres
which are managed by the manager or by an associate of the manager.

The characteristics of units in the authorised scheme

The following shall be stated:

(a)

(b
(©)

(d)

(€

®

in relation to each available class of unit in the authorised scheme, the entitlement of the
holder of that unit to participate in the scheme property and the income thereof, a
statement of the nominal value (if any) of each class of unit and, where there is more than

one clags of unit, the names given to each class and the characteristics of each class which
distingnish it from the others;

if the title to the units or to some of the units will be evidenced by the issue of bearer
certificates, that fact;

if the title to the units or to some of the units is to be evidenced by entries on a register of
unit holders, whether or not certificates evidencing title to those units will be issued;

in the case of a unit trust scheme, the fact that the nature of the right represented by units
is that of a beneficial interest under a trust and, in the case of any other type of authorised
scheme, the nature of the right represented by the units in the scheme;

(i) what voting= rights are exercisable by holders at meetings of holders and, if
different rights attach to different classes of units, what those different rights are;
and

{ii) whether persons other than holders can vote at meetings of holders and who those

persons are; and

in what circumstances, if any, a mandatory redemption, cancellation or conversion of units
from one class to another may be required.
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Valuation of property

The following shall be stated:

(2)

®
(c)

how frequently and at what time of day the scheme property wiil be regularly valued for
the purpose of determining prices at which units in the authorised scheme may be
purchased from or redeemed by the manager or the avthorised scheme and a description of
any circumstances in which the authorised scheme may be specially valued;

the basis on which the scheme property will be valued; and

how the price(s) of units of each class will be determined.

Charges and expenses

The folowing shall be stated:;

(2)

®)

©

@

if the price at which units may be issued by the manager or created by the authorised
scheme includes a preliminary charge a statement of the maximum and current armount of
that charge expressed as a percentage of the price of those units (being the creation price
in the case of an authorised schieme which has adopted a dual pricing regime);

the payments that may be made to the manager (whether as such or in any other capacity)
out of the scheme property whether by way of remuneration for its services, or

reimbursement of expenses. For each category of remuneration, the following shall be
stated:

(D the maximum and current rates or amounts of such remuneration;
(ii) how it will be calenlated and acerue and when it will be paid;

(it}  if notice has been given to holders of the manager’s intention to intyoduce a new
category of remuneration for its services or to increase any rate or amount
currently charged, particulars of that introduction or increase and when it will take
place;

(iv) if, in accordance with rule 8.12.4 all or part of the remmuneration is to be treated as
a capital charge:

(a) that fact; and
(b) the actual of maximum amount of the charge which may be so treated; and

(v) if notice has been given to holders of an intention to propose an increase in the
maximum amount of that charge at a meeting of holders, particulars of that
proposal;

where the authorised scheme is a company scheme, the remuneration and expenses of the
directors or other members of the company’s governing body payable out of the scheme
property; and

details of:

(i) any Hability of the authorised scheme to reimburse costs incurred by its trustee or

any third party or, in the case of a company scheme, any of its directors or other
memibers of the company’s governing body;

{ii) any remuneration payable out of the scheme property to any third party or the
trusiee; '

(iii) any remuneration, to which paragraph (if) does not apply, payable out of the
scheme property for services provided by an affected person; and
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(iv) the types of any other charges and expenses that may be taken out of the scheme
property.

Distributions

If applicable, the following shall be stated:

(=)
(b)

(©}

(d)
(€
®

the date on which the authorised scheme’s annual accounting period is to end in each year;

if there are interim accounting periods, what they are and the policy in relation to interim
distributions (e.g. whether interim distributions will be made and, if so, the policy on
smoothing of income distributions within an annual accounting period);

the date or dates in each year on or before which payment or accumulation of income is to
be made or take place and, if there are holders of bearer units, how they are to identify
themselves for the purposes of receiving payment of income;

if applicable, the policy on payment of income equalisation;
how distributable income is determined; and

if applicable, that unclaimed distributions may be forfeited and summarise the relevant
provisions of the principal documents,

Movable and immovable property

Give an estimate of any expenses likely to be incurred by the authorised scheme in respect of
movable and immovable property in which the authorised scheme has an interest.

Amortisation

State the amount of any cosis remaining to be amortised under rule 8.10 as at the date of the
scheme particulars and the method of amortisation.

The sale and redemption of units in the scheme

The following shall be stated:

(a)

(®)

(©

(d)

(e)

the days and times on which the manager will be available to receive requests for the issue
and redemption of units and the procedures for the {ransaction and settlement of the issue
and redemption of units;

whether certificates will be issued in respect of registered units;

the steps required to be taken by a holder in redeeming units befare he can receive the
proceeds;

the steps required to be taken by a holder in redeeming units before he can receive the
proceeds of redemption

the amounts of the follewing minima and/or maxima (if they apply} for each class of unit
in the authorised scheme:

(i) the minimum and/or maximum number of units which any one person may hold;
(ii) the minimum and/or maximum value of units which any one person may hold;

(iii) the minimum and/or maximum number of wnits which may be the subject of one
transaction of purchase;

(iv) the minimum and/for maximum value of wnits which may be the subject of one
transaction of purchase;

(v) the minimum and/or maximum nwmber of units which may be the subject of one
act of redemption; and
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(vi) the minimum and/or maximum value of units which may be the subject of one act

of redemption;
B the circumstances in which the redemption of units may be suspended;
(z) following a suspension, the days and times on which the recalculation of creation and
cancellation prices will commence;
(h) the investment exchanges (if any) on which units in the authorised scheme are listed or
dealt; ’
{D) the circumstances in which the manager may arrange for, and the procedure for, a

cancellation of units in specie;
{H in the case of a large deal, what greater sum (if any) is applicable;

) to what number of significant figures a price may be calculaied if approved by the
Commission; and

§)) the name of any national newspaper in which prices will be published and the frequency
thereof.

Redemption charge
If the manaper may make a rederaption charge state:
(a) the amoumt of that charge or, if it is variable, the rate or method of arriving at it;

(b) if the amount or rate or method has been chanpged, that details of any previous amount or
rate or method may be obtained from the manager on request;

() if notice has been given of an intention to introduce a redemption charge or to propose a
change in the amount or rate or method which is adverse to holders, particulars of that
proposal; and

{d) how the order in which units acquired at di'r"ferent times by a holder shall be determined
insofar as necessary for the purposes of the imposition of the redemption charge.

Dilution levy
In the case of an authorised scheme which has adopted a single pricing regime, state:

(a) what is meant by dilution, dilution levy and by large deals; and

(b) the manager’s policy on imposing a dilution.levy including its policy on large deals.
Forward and historic pricing

State the manager’s normal basis of dealing (whether at 2 forward price, or at an historic price, or
on the basis of a switch from the latter to the former in every dealing period).

General information
The following shall be stated:
{(a) when annual and half-yearly reports will be published;

(b) if the manager has elected to produce short form accounts, a statement that a report
containing the full accounts is available on request;

(c) the address at which copies of the principal documents (including any amending
documents) and of the most recent annual and half-yearly reports may be inspected and
from which copies of them may be obtained,;

{d) that the cancellation price last notified to the trnstee is available on request;
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how the manager or the authorised scheme, as the case may be, will publish, for the
benefit of holders holding bearer certificates, notice:

(i) that annual and half-yearly reports are available for inspection;
(1) that 2 distribution has been declared;
(iii)  ofthe calling of 2 meeting of holders;

(iv) of the winding-up or termination of the authorised scheme or the revocation or
suspension of its authorisation;

) that amendments have been made to the principal decuments;

(vi) that a significant alteration has been made to the scheme particulars; and
(vii)  of any sub-division or consolidation of units; and

the extent to which and the circumstances in which;

(i) there is any lability to tax on any appreciation in the value of the authorised
scheme property or on the income of the scheme property; and

(i) deductions by way of withholding tax may be made in respect of distributions of
income to or from the anthorised scheme and in respect of other payments made
to the aunthorised scheme or by the authorised scheme to holders on the
redemption of units.

Additional information

Any other material information:

(a) which investors and their professional advisers would reasonably require, and reasonably
expect to find in the scheme particulars, for the purpose of making an informed judgement
about the merits of investing in the authorised scheme and the extent of the risks accepted
by so investing;

1)) including a staternent of any risks investment in the authorised scheme may reasonably be
regarded as presenting for reasonably pradent investors of moderate means; and

{c) which is within the knowledge of the manager (or in the case of a company scheme, the
directors) or which, such person would have obtained by the making of reasonable
enquiries,

Umbrella funds

{a) State, in the case of an wmbrella fund:

(i) that a holder is entitled to exchange units in one sub-fund for units in any other
sub-fund; :
(i) that an exchange of units in one sub-fund for units in any other sub-fund is treated

as a redemption and sale;

(iii)  that in no circumstances will a holder who exchanges units in one sub-fund for
units in any other sub-fund be given a right to withdraw from or cancet the
fransaction;

(iv) what charges, if any, may be made on exchanging units in one sub-fund for units
in any other sub-fund;

(v) the policy for allocating between sub-funds any assets of, or costs, charges and

expenses payable out of the scheme property which are not attributable fo any
particular sub-fund;
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(vi)  how the method of amortisation of any costs to be amortised under rule 8.10 may
be affected by the introduction or termination of a sub-fund; and

(vii}  in respect of each sub-fund, the currency in which the scheme property allocated
to it will be valued and the price of units calculated and payments made, if this
currency is not the base currency of the umbrella fund.

L) In the application of this Schedule to an umbrella fund, information required:

(i) shail be stated in relation to each sub-fund where the information for any sub-find
differs from that for any other;

(i) shall be stated for the umbrella fund as a whole, but only where the information is
relevant to the umbrella fund as 2 whole; and

(ifiy  shall contain in the case of a company scheme and subject to applicable law, a
statement 2s jo whether the sub-funds of an umbrella fund are “ring fenced” and
whether, in the event of an umbrella fund being unable to meet liabilities
atiribuiable to any particular sub-fund out of the assets attributable to such sub-
fund, the excess labilities may have to be met out of the assets attributable to the
other sub-funds.

Property Funds

State in the case of a property fund:

(a) the maximmm extent to which scheme property may be invested in:

§3) immovables; and
i) property related assets;

(b) where the manager expects that the property will be invested (during the period when that
version of the scheme particulars may be in circulation) in Govermment and other public
securities:

@ the fact that the property may be so invested; and
(i) the maximum limit permitted for such investment (whether by virtue of these
rules or a decision by the manager to adopt a lower maximumy); and

(c) the following particulars of the standing independent valuer:

(i) his name;
(i1 particulars of his professional qualification;

(tii) if he is a member of a professional regulatory organisation, its name, and the
status of his membership if relevani; and

(iv) the main terms of the agreement or arrangement between him and the manager (or

in the case of a company scheme, the company) (other than those relating to his
remuneration),
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Schedule 3

Annual and Half-Yearly Reports

Part 1 - Repori of the Manager

1

th & W

10

11

12

13

14

The following matters shall be set out in every annual and half-yearly report of the manager:

The names and addresses of the following:

{a) the manager;

)] the trustee;

© any investment adviser;

(a) any registrar;

(=) the auditor;

€3] in the case of 2 company scheme, the directors; and

{g) in the case of a property fund, the standing independent valuer.

The objectives of the anthorised scheme.

The manager’s policy for achieving the objectives of the authorised scheme.
A statement that the authorised scheme is an authorised scheme within the meaning of the Law.

A statement of which of the classes of authorised scheme the authorised scheme belongs to; and in
the case of an umbrella fund this statement is to be made separately in relation to each sub-fimd.

A review of the manager’s or investment adviser’s investment activities daring the period to which
the report relates. '

Where the manager has elected to produce a report including short form accounts, a statement that
a report containing the full accounis is available on request.

Particulars of any significant changes in the scheme particulars made since the making of the last
report by the manager.

A staternent of the total number of the units of each class in existence or deemed to be in existence
at the beginning of the period to which the report relates and at the end of that period.

A staternent of the mid-market value per unit of the scheme property at the beginning and end of
the period to which the report relates.

A statement of any subdivision, consolidation or bonus or rights issue of uniis which has been
effected during the period to which the report relates.

The items prepared in accordance with Part I1.

Apy other significant information which would enable holders to make an informed judgement on
the development of the activities of the anthorised scheme during this period and the resulis of
those activities as at the end of this period.

In the case of an umbrella fund, statements to the effect that:

(2) there are and/or (as the case may be), in the future there may be, other sub-funds of that
umbrella fund; and :

{b) if the assets aftributable to any sub-fund were insufficient to meet the lizbilities
attributable to it, whether the shortfall might have to be met out of the assets attributable to
one or more other sub-funds of the umbrella fund.
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15 In the case of a report relating to a sub-fund which is not contained in a report relating to the
umbrella fund of which the sub-fund is part:

(a) statements equivalent to those required by paragraph 14 and, in the case of the statement
under paragraph 14(b), stating whether the shortfall, or part of it, might have to be met out
of the sub-fund to which the report relates; and

{b) a statement of whether the auditor’s report on the annual accounts of the authorised
scheme for the period in question was unqualified or qualified and, if it was qualified,
contain a copy of that report in full together with any further material needed to

undezstand the qualification.
Part 1 - Comparative Table
The comparative table set out in the report of the manager mmust include:
1 A performance record over the last three annnal accounting periods, or if the authorised scheme

has not been in existence during the. whole of that time, a performance record over the whole
period in which it has been in existence, showing:

(a) the total net asset value of the scheme property at the end of each of those periods;

)] the net asset value per unit and the number of units in existence or deemed fo be in
existence at the end of each of those periods;

{c) the highest issue and lowest redemption prices of the units during each of those periods;
and

(d) if applicable, the net income per unit distibuted or, in the case of accurnulation units,

allocated during each of those periods,

taking account of any sub-division or consolidation or bonus issue or rights issue of units that
occurred during that time.

2 If, in the period covered by the table:

{(a) the anthorised scheme has been the subject of any event (such as a reconstruction or
unitisation but excluding any issue or cancellation of units for cash), having a material
effect on the size of the authorised scheme; or

(b) there have been changes in the investment objectives of the authorised scheme,

an jndication, related in the body of the table to the relevant year in the table, of the date of the
event or change in the investment objectives and a brief description of its nature.

3 In the case of an umbrella fund paragraphs 1 and 2 shall not apply and the information required

under each of paragraphs 1 and 2 shall instead be given in respect of each sub-fund of the umbrella
fund,

Part IIT - Report of the Auditer
The report of the auditor to the holders for any annual accounting period shall state:

1 Whether in the auditor’s opinion the accounts prepared for that period have been properly prepared
in accordance with these rules and the principal documenits.

2 Without prejudice to the foregoing, whether in the auditor’s opinion a true and fair view is given of
the financial position of the scheme as at the end of that period.

3 If the auditor is of opinion that proper accounting records have not been kept by the manager or
that the accounts are not in agreement with the manager’s accounting records, that fact.

4 If the aunditor has not been given all the information and explanations which, to the best of his
knowledge and belief, are necessary for the purposes of his audit, that fact.
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5 If the anditor is of opinion that the information given in the report of the manages for that period is
inconsistent with the accounts, that fact.

Part IV - Report of the Trustee

The report of the trustee to the holders for any annmal accounting period shall state whether in the
trustee’s opinion the manager has managed the authorised scheme in that period:

(a) in accordance with the limitations imposed on the investment and borrowing powers of the
authorised scheme by the principal documents, by the scheme particulars and by
applicable law; and

(b) in accordance with the provisions of the principal documents and these rules,

and if it has not done so, the respects in which the manager has not done so and the steps which the
trustee has taken in respect thereof,

Part V - Short Form Accounts

1 A report of the manager which contains short form accounts for any annual accounting period
. shall: :

{(2) state whether the report of the anditor on the full accounts was unqualified or qualified
and, if it was gualified, set out the audit report in full; and

(b) state whether the report of the auditor on the full accounts contained a statement under
paragraphs 3 or 4 of Part III of this Schedule and, if so, set out the statement(s) in full.

2 Short form accounts shall include the information set out in Part VI of Schedule 4.

Part VI - Report of the Auditor relating to Short Form Accounts

1 In relation to short form accounts for any annual accounting period, the auditor shall prepare a
report stating whether, in the auditor’s opinion, the short form accounts are consistent with the full
accounts and with these rules, so far as they relate to short form accounts.

2 The auditor’s report referred to in paragraph 1 shall be included in a report of the manager which
contains short form accounts for any annual accounting period.
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Schedule 4

Accounts

Part I - Balance Sheet
The balance sheet included in the accounts shall set out a statement of assets and Habilities as at the end of
the period to which the report relates including a portfolio statement representing the different description

of assets in which the scheme property is invested, grouped according to a classification appropriate to the
stated investinent objectives and showing:

1
2

The total value of all assets of the authorised scheme at the end of the peried.

The total value of all the assets of the authorised scheme at the end of the period less the value of
the liabilities of the authorised scheme.

The total value of holders® funds.

The percentage of the value of the scheme property that each holding represents. The percentage
should also be shown for each category of holding in the property of the authorised scheme,
together with comparative percentages for each of the categories.

The percentage of the value of the scheme property represented by holdings which are listed on an
eligible securities market and holdings which are not listed on an eligible securities market.

Instruments creating or acknowledging indebtedness.

Bank balances.

Any other assets or liabilities of the authorised scheme which are necessary to ensure proper
disclosure,

Part 11 - Statement of Total Return
The following matters shall be set out in the statement of total return included in the accounts:

1
2
3

Net gains/losses on the investments of the authoriséd scheme during the period.
Other gains/losses of the authorised scheme during the period.

Net income/expenses of the authorised scheme during the period, showing separately gross income
and total expenses,

Total return for the period.
Distributions paid or to be paid.
Net increase/decrease in holders” funds from investment activities during the period.

The above main components will require more detailed analysis in the notes to the accounts as
follows:

() investment gains/losses should be analysed to show realised gains/losses, together with the
change in unrealised gains/losses during the period;

(b) other gains/losses should be described;

{c) details of individual components of gross income, total expenses and any taxation charges
should be included in relation to the statement of net income/expenses;

(d) details of the distributions paid or to be paid, including a reconciliation, if applicable, of
the amount of incorme available for allocation to holders should be included; and
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(e) where any fees or expenses of the tustee have been paid by the manager out of the

manager’s own resources and not out of the scheme property, the amount should be
disclosed.

Part II1 - Portfolio Statement

A portfolio statement shall be included in the accounts and shall specify the investments cornprised in the
scheme property at the end of the relevant accounting period and give a full description of the significant
changes in the portfolio during that period. In determining whether there have heen any significant changes
in the portfolio, the manager shall have regard to any guidance note issued by the Commission containing
guidance as to what constitutes a significant change for these purposes.

Part IV - Statement of Movemenis in Holders’ Funds
The following matters shall alse be included in the acconnts:

LR I - T 7 B - RV R

The value of the holders’ funds at the beginning of the period.

The amount of cash or the value of assets received on the creation of new units.

The amount of cash or the value of assets paid out on the cancellation of units.

The net increase/decrease in the aggregate value of holders” funds from investment activities.
The value of the holders® funds at the end of the period.

Details of distributions during the period.

Any other information required by the Commission.

Part V - Notes to the Accounts
The following matters shall be set out in the notes to the accounts:

1

Accounting policies

() The policy regarding dividends and other income received and receivable.

() The basis of valuation of the scheme property.

()] If applicable, a statement of the basis for converting amounts in cuitencies other than the
base currency into amounts in the base currency.

(d) An explanation of any tax charge or refund appeating in the income and distribution
account. '

(e} If applicable, an explanation of the basis for valning unlisted or suspended securities.

D Any other items which are material to the accounts,

Holders’ Funds

In the case of a corporate scheme the following analysis should be shown in in a note to the
accounts:

(a) share capital;

{b) share premium; and

{c) reserves, including analysis where apﬁ)ropriate.
Properiies

The name and qualifications of the person valuing the properties (if any) and the basis of valuation.
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10

i1

12

Income equalisation
A definition and explanation of income equalisation if it is to apply.
Units in issue '

The pumber of units in existence or deemed to be in existence at the end of the period to which the
account relates.

Net liquid assets

An apalysis of net Howid assets as at the end of the period to which the accounts relate {unless they
are shown in the balance sheet) including the following items where applicable:

() amounts receivable from brokers for sales of securities;

(b) amnounts payahle to brokers for purchases of securities; and
{c) amounts receivable/payable on creations/cancellations.
Back to back leans

Details of any back to back loans including the terms and interest rate margins.
Contingent }abilities

A statement showing the contingent liabilities in respect of any underwriting commitments, placing
arrangements, nil paid rfghts, or partly paid units, and other material items.

Forward exchange transactions
A statement of open forward exchange positions and the unrealised profit or loss thereon,

Financial instruments

The objectives, policies and strategies for holding or issuing derivatives and other financial
instruments should be disclosed, together with appropriate numerical disclosures in respect of those
held or issued. Some of this information may be included in the investment adviser’s or manager’s
report.

Steck lending activities/repuréhase agreements

Details of the aggregate value of securities on loan to third parties, and the value of collateral held
for the account of the authorised scheme in respect of those securities, and similar details in respect
of repurchase agreements.

Post accounting reference date events

An indication of any material post accounting reference date events which have a bearing on the
understanding of the financial statements.

13

14

Dealing commission

The average rate of dealing commission incurred in dealing in the scheme property.

Related party disclosures

Details of amounts paid or owing to the trustee, manager or investment adviser, or their associates.

Part VI - Short Form Accounts
The following matters shall be included in short form accounts for any annual accounting period:

1
2
3

. The statement of total return required by Part 11 of this Schedule.

The portfolio statement required by Part I1I of this Schedule.

The statement of movements in holders’ funds required by Part IV of this Schedule.
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4 Details of the distributions paid or to be paid.
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