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MAUUMN M.
STANDARD RULES
FOR THE OPERATIONS OF INSTITUTIONS
POR COLLECTIVE INVESTMENT
BY
COMITTEE ON FINANCIAL MARKETS
ORGKNIS&TIONI FOR ECONCMIC CO-OPERATION AND DEVELOPMENT

'PARIS 1972

A&. DEFINITION CF THE INSTITUTIONS

POR COLEECTIVE INVESTMENT TO WHICH

THE STANDARD RULES AFPLY

wpn institution for collective investment in securitics
which, applying the primciple §f risk spreading, has as its
object the managemenf of a portfolio of sccurities; which
distributes its sharcs to the public by issuing share certificates
or entering the name of a participating investor in a register;
and which is required upen the request of a participafing

investor to redeem directly or indirectly a share it has issued".

B. MINIMUM REQUIREMENTS
CONCERNING THE INFORMATION

OF INVESTORS AND SUPERVISCRY AUTHORITIES

First Kule: General Aims and Objectives
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"The general aims and objectives of the cei.i. shall Dbe
clecarly explained ir the prospectus and in any descriptive’
iiterature. They may be changed only if this possibility is
onvisaged from the outset and if the procedure to effect such
change is similarly described. Where changes are not expressly
envisaged they may be intfoduced only with the prior approvael
o% the participating investors or of the appropriate official

authorities."

o2nd Rnles Prospectus

a) "C.i.i.s shall prepare a prospectus which shell be
availeble to the public. The prospectus shall be submitted te
the supervisory authority before & c.i.i. begins to operateg the
supervisory euthority will verify that it contains all informa~
tion required, bnﬁ will not approve its substance,

b) The prospectus shall contain a description of the
general aims and objectives of the celosis BB well as informetion

concerning its legal structure and its operating rules and

regulations. It shall comprise or be aqcompaniéd by an up-to-date
financial statément which shows the size and distribution of the
assets of the c.i.i., its operating expenses and the income
Aigtributed to the participating investors for each of the last
sepee to five years or, if the c.i.i. has been -in existence for
less then three to five years for each year since its ccmmencement.
The prospectus shall be brought up to date whenever a material

chénge in the data takes place,
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3rd Rule: Disclosure of Information on Persons

Concerned with the Operation

"The propectus shall containg

a) a1l material information on the individuals or legel entities
responsible for the direction, ?anagement, investment advice,
trusteeship, custody of the por§tolio and sale of the sheres of
the Celeds; |
b) the neme and address of the agent through whom legal papers
can be served upon the cei.ij

¢) the name of any major compsny with which the investment

advigers might be assoclated.”

4th Bole: Seles and Redemption Charges and Management Fees

"pates and method of calculation of any sales and redemption
charges and of menagement fees and costs, as well as periods over
vhich they will be levied, shall be fully explained in the

prospectus."

5th Iule: FPinancial Statements and Aceounts

"At least cnce every year, within such a period after the
oni. of the year as determined by the supervisory authority,
Cui.ies shall make available to their participating investcrs and
to the supervisory authority of the country where they are
establishéd as we}l 28 of any country where their shares are

admitted for public sale;
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a) a étatement of income and expenses;

t) o statement of assets, liabilities, net sssets, total
cutstending shares and net assets per share;

¢) a statement of the evolution in net asset value per share;
a) o detailed list of securities held (st market value);
cortified as to accuracy by independent auditors acceptable to

the supervisory authority.”

6th Rule: Reporting to the Supervisory Authority

"In addition to the information furnished under the 5th
Tule, c.i.i.s shall concurrently provide the supervisory
suthority, at least once every year and within such period after
' the end of the year as determined by the supervisory authority
with & list of any securities bought or sold during that yezar,
together with the purchase costs end sales proceeds for each
such security, subject, in each case, to such aggregate reporting

of smell transactions as the supervisory auihority may permit."”

7th Rule: Publication of the Net Asset Value,

Seles Price and Redemption Price per Share

" c.i.i. shall meke available for publication and to
any person on demend, free of charge, the net asset valae per
shere, the sales price per share and the redemption price per

ghare, Its prospectus shall mention this obligation and state

where and how this information can be obtained."
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C.MINIMUM REQUIREMENTS

CONCERNING THE INVESTMENT PRACTICES

8th Rule: Distribution of Assets

"k c.i.i. shall not invest mowe then 5 to 15§ of its

egsets in the secarities of any one issuer"

9th Rule: Aequigsition of Effective Control

A c.ill, shall not acquire more then 5 to 15% of the
voting securities of any ome enterprise. Where several Ceieies
are operated by the same management not more than 5.to 155 of
the voting securities of any one enterprise shaell be held jointly

by such Ceiod o8

10th Rule: Investment in other Institutions for Collective

Investment

"j ¢,i.i. 8hall not invest more than an aggregate of 5
%0 15% of its assets in securities issued by other c.iesiese It

chall not invest in other c.i.i.s which do not comply with this

rale M
11th Hule: Participation by other Institutions for Collective
- Investment

"A c.i.i. shall refuse to sell its shares if it is aware

thut the buyer is another c.i.i. and that the sale would cause
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the buying ceieis, either individually or with other Coloied
belonging to the same group, to become the holder of more ihan

5 to 15% of the shares of the selling ce.i.i,"

12th Rule: Caculetion of the Percentages

"The maximum percentages prescribed in Ranles 8 to 13
shall be. calculated at the time of each purchase, but need not

necesserily be maintained thereafter."”

13th Rale: Shoxt Sales

"4 c,i.ie. shall not sell securities short.”
14th Rale: Borrowing

%A c.i.i. shall never have outstanding borrowings in an

omwount exceeding 20% of its total assets."

15th Rule: Options

"A c.i.i. may write call options for securities in its
portfolio only to the extent that it is actually the owner of
the securities in question, It shall not write call optiong

for its own shares,"

16th Bule: Liquidity

"A high percentage of the assets of a cei.ie (754 to

90%) shall be in reedily realizable form."
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D. MINIMUM REQUIREMENTS CONCERNING

MANAGEMENT METHODS AND GENERAL OBLIGATIONS

17th Rale: Minimum Capital Reguirements

"A c.i.i. or, as the case may be, its related management
companf,shall have, subject to the requirements of the
supervisory authority, a minjimum capitel of the equivalent of

10,000 to 125,000 units of accounts,
18th Rule: Custody

njasets or titles to assets of & Ceioi. shall be held

in a manner acceptable to the supervisory authority."
19th Rule: Valuation of Assets

"Method and procedure of the veluation of the assets of
5 Ceieis must be satisfactory to the supervisory authorlty and
uet be set out clearly in the prospectus. Compliance of
voluation with such methods and procedures shall be verified

periodicelly by an independent auditor."

20th Bule: Management and Distribation Agreements

"Where they are separate entities, the relationships
among the c.i.ie, the menagement company, the distribution
company, the trustee and the custodian shall be regulated by

written agreements. Such agrecments shall contain details
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concerning the services to be fendered and the payments tc be
received by each such entity, as well as the allocation of the

various expenses., These agreements shall be filed with the
gsupervisory authority. Any assignment of a maﬁagement contract
éhall be subject to prior approval by supervisory authority or

by a mejority of the participating investors.“

21st Rule: Change of Management

"If the directors of a management company change, dvhen,
ag the case may be: '
1) the participeting investors, or
2) the authorized trustees, or
3) the supervisory anthoritie s shall have the possibility to:
a) withhold approval of the new menagement, or
b) withhold authorization for the new menagement t0
operate for the c.i.i., or

¢) liguidate the c.i.i."

22nd Rule: Incentive Fees

®Incentive or performence management fees shall be
permitted only subject to close scrutiny by the supervisory
authority as to their reasonableness, their method of calculation

and the identity of those againet whom they are charged."
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23rd Rule: Conflict of Interest

3Un1esa the supervisory asuthority egrees that the
interests of the participating investors of a c.i.is are not
prejudiced thereby, the following shéll not directly or indirectly
cngage in transactions witk the c.ieie itself, the management
company or the distribution compény which involve the buying or
selling of securities for their own account, or the granting or
receiving of loans for their own account:

- directors,oi!lcers*or employees of the c.i.i. itself, the

* trustee, the management company or the distribution company as
well as their spouses and children;

- persons or corporations which own a substantial part (over 10%)
of the voting stock of the c.i.i. itself, the management
company or the distribution company; |

- 811 persons who through affiliation are liable to come dircctly

or indirectly under the influence of any of the above."
24kth Rale: Sales Price

"The saleg price per share for participation in a Coeielae
shall equal the aet agset value per share, as establighed under
the 19th Rale, the last tiuwe before or the next time after-as
approved by the supervisof&?aﬁthorityche request for pariicipa-

tion is received by the c.i.i. plus any charges which the tuyer

is'required to pay."
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25th Rules Frequenty of Caleulation of Net Asset Value, Soles

Price and Redemption Price

8} c.i.i. shall reasonably frequently, but at least once
& wmonth, calculate the net asset value of its individual sbhares.
The sales price and the redemption priée per share shall be
calculated as frequently as the supervisory authority may determine.
The prospectus of the c.i.i., shall state how frequently any of the
above calculations will be made."

26th Rule: Redemption

"Redemption of shares of a c.i.i. shall be at the option

of the participating investor,

The redemption price per share for all participating
investors shall equel the net asset velue per share of the Coeloie,
less any redemption chatge, calculated in accordance with the
19th Rule the last time before or the next time after the request
for redemption is received by the cei.i., as approved by the

supervisory authority.

Payment shall be made as soon as possible but in any

case nct laker than 5 to %0 days after receipt of the reguest

redemption.
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Payment sball be made in cash in tﬁe currency in which
the C.i.i.'s asgets are valued, unless redemption by means oI
portfolio securities is expresély authorized by the supervisory
authority 2s being fair and not detrimental to either the

redeeming or the remaining participating investors."”
27th Bule: Suspension of Redemption Right

"Redemption or paymen£ of the redemption price shall not
be suspended unless exceptionel circumstances prevail under which
it is, in particular, not reasonably practicable to ascertain the
value of the assets of the ce.i.i. or to dispose of them and unless
the approval of such suspemsion by the supervisory authority of

the country where the c.i.i. is established has been obtaincd,"

28th Rule: Distributions

“Ircome and realized capital gains of a c.i.i. shall de
¢istributed to its participeting investors in accordance with

the provisions set forth in its prospectus. Unrealized capital

zaing may not be distributed."”

29th Rule: Issue of Werrants and Rights or Options

"% 6.i.i. shall not issue warrants, rights orloptions waich

entitle their holders to purchase its shares,"
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© 30th Rale: Legal Service

"Before — and as long as — its shares are being publicly
offered in & Member country in which it is not establiuned,
@ Ceioie sholl designate 2nd maintain a representative in that
country, upon whom legal service can be made.on behalf of that
Ceioei., its management or distribution company, and who ic

acceptable to the supervisory authority of that country."

E. MINIMUM REQUIREMENTS
CONCERNING CANVASSING,ADVERTISING AND SALES

31st Fmle: Advertising and Additional Sales Literature

"Shares of c.i.i.s shall be advertised only if admitted
to public sale in the country concernmed and in conformity with
rales laid down by the locel supervisory anthority. This super-
vicory authority should ensure that such advertising is not
fulee, misleading or reckless and may moreover prescribe conditions

ag to form,contents and media."

32nd Pnle: Salesmen

' "Any person selling shares of a ¢.,i.i. in a Member couvatry

shall have an accepteble standard of professional qualification.”



3%rd Rule: Rescission Right

"Door-to-door sales shell only be permitted if the
purcheser has the right to vescind the sale during & period of
at leest 7 days after he has signed an indication of his inteniion

to purchase.

In the case of such resci;sion the purchaser shall be
entitled to be refunded:
a) any comaission or sales charge in full; and
b) the net asset value of the shares as at the time of
purchase, 2s at the time of rescission or a&s at the
time notification of rescission is received by tie
Ceio.is, 88 determined by the supervisory authority

of the Member country where the sale took place.”

F. PROVISIONS CONCERNING THE APPLICATION

CF THE PRESENT REGULATION
%4th Bule: C(fficial Surveillance

"The supervisory authority of each Member country shounld
cnsure that there is edequate official surveillance to ascertain
thet the mles set forth in this report are observed by c.isi.s

estebiished in its country.
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The supervisory euthority of each Member country where
8 foreign ce.i.i. sells its shares may exercise official

gurveillance with rcapect to that ceieie®

BSth Rule: Contact betwesn Supervisory Authorities

"There should be contact between national supervisory
aothorities of Member countries in order:
a) to obtain compliance in substance with the present
rales; and
b) to emsure full understanding of the methods used in

cech Member country to implement the present ruiea."”
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