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e:tenéing ‘heyomd the awset:w ‘f’f-ﬁf fmamml i!weatmen%. e i

Eheae mtiim't mms oﬂ‘er swers a nmnber af a.dvantageaz '&hey p:tmr da 2
- wide. Bpraa.é o imva&tmts, howwer -gnall the numbex of it heldy thay

aeleet the &eaurlt:.es placeﬁ. in the portfolic aftep c“r“ymg out careful .
acmp miﬂ@m 'bmich fos b"*tén fhfficul*b i\‘or "‘kha indivx&wzl !saVer,"‘m par"’l» L

(1) In the Bnglish text of thie Nemorandum and of the proposed Duea'kiw \
-+ the words Mmitt and ™mitholdor® are used eonven-tiona.lly to sover - -
ahares and nharehaldars respae‘bively. g
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Thers is a necd for eotrdination of Member States!' legislation in thls
£izld with a view %o sffording savers in tHe Cormuniity more uniform safow
gucrds end aleo to Wring closer7*ou€ﬁh.er‘ the‘‘anpetitive oonditions in
which collective -im veptnent - mdertakings in-the Commriity operate and to

.. promote at eommrl;y..ieve_l a more ‘thorough 'mterpenetratmn' of,ma.rketsv in
transferable’ seourities (for: further details 'seé parazreph 3).-

2. Boope of the proposal .:

a) Gollect:we investnent mdertakmgs can be diva.dad into two groupes the
. olosed=end type and those other than the closedwend type. The esse*ztial
\ B.:Lfferenca hetwean the two is that m.‘bh c}.osed-end instrbutions the
,‘ _.z,.;_‘_capita.l .'LB fixed a.nd 'the um,ta representmg thia capital are never re-
.';numhasad or redaemed a,ga.mst th@ asgets of ’ohe mat r,tutmns. The - group
' - 0f closad-end .natih;t:.ons mcludas "some ues d'mvestlasement" i
France "'mveatment trusts" sin 'Ishe Uni'ted mngdem and "socia ta mveat"
in Italy. Tnstltutmns other than of the closed=end ty'pe, however, isBue
thfalr wits gontinuously ér in blocks at short intervals a.ud/ogdzre‘ct-
' 1y rsr“ mdiz'-eoﬁ’ly "répurcha.Sé *'or‘ .:-i?eaeem 'bhem'. D.'b “the *’feqﬁesf of. the 'hémez-.

( ,'I'he propased D:Lraqtive is aonaemed only with eollective mvestment
iumie:rte.k'mgsa other than of “the oloseé-—end type, for thase are ‘the. most
important at Community level and ;.1; is also in this flel&. that sa.vers'
protection is most lllcely to fail unlass strict rules and oontrols are
applieds tmlﬂce the ‘olosedwend. ‘type, “tHese institutions oftem lie out-g
side the saope of oompany law aﬂd their units arve not’ cmoted on the
* -gtock exchange, So that- rompan;ywxm ana stmokwxmange Bafegua.rds avre not
‘applica‘bler. A R - : :

b) Two ba.sic tvpas o:E' colleatlve mvastmant mdartakmgs o:t" a‘hher than ~the
clogedwend type exist in the Membar States: those with & cor-pcmata
-@tructure and those other than with o corporate structure (i.e. ocone
tractual or "rusth), e




The - aollective m\matment mdertalkings with a eowogu’se srhrmtge {re=

ferred to in. the. propesal as ™invesiment. companms") are similar in form -
'l:o public: 11m1ted companies. The wnithelBére: are the shareholders in N

| 'the ecmpany and can therefore influence dlrectly - at least in theory -
“the decis:.ma taken by the’ cmpa.ny by exercising their voting mghta a‘t Do
mee-tmgs. As’ oompanles, these institutions have the. ‘Purther oh&macterm'bm
of being 'the legal owmers cf the asssts contrxm-ted by the- mnthnlﬁ&m

Investment compam,es exlsrb at presen“b in Denma.rk ( investment ausocia.t:.ons),

F&‘ance, Luxembowg and: the Netherlands. Of fhesa countries, only Frence

. lays down specrfm rulas for investment companies, while in the other -
' coun'brles they are, 2s & rule, govemed by the. laws on ‘public lmitad . |

eompmies. ‘PFinally; it should be noted 'tha.'t in Germany and Belgium apecla.l

rules far mvestment companies have been deliberately avoided a.nd only _

contractual mat::tu#mns are authorised. . o . S -

: P
| N

Goliec'bive invés‘bment mdez-ta.kmga other than with a em:pora’be strueture .
(referred to in the prcposal 28 Munit. trusts"} are. m&tz:tutmns Without
' legal perscna.lrty and ccnsm genzra,lly of & ma.nagement ccmpzm;y which
f\ilflls all f‘unc‘tmns connected w:,th the managemeﬁt of 'I:he tmmt, & deow
pom‘l:ary GOmpe.n,y‘ respons;ble for the eustody of the aesets of the trus't
- and. a “apec:;al fund wh:.ch collects the fumds put up 'by e mz:.‘ahgm
" ‘Th‘ese f'ands are erkher the prcperty of the mznagement conpaa,y, tha Jom‘t
‘ proper'by of the mlthaahm or zimultaneously the propez»ty cf ‘the dam -
posita.ry company and of the waittalbden according to the a.pnlicable lam. o
glslatlon in the Mum’ber “tatss where the wmit 'brusiaare establlshed. _

Unl:u.ke mvestment camnauias, unit trusts now exist in a11 the Member
States ézcept Italy and Denmarka *mey a.re suh:}ected to speclﬁc regula—
- tions wh:.ch 'i:a,ka accmmt of +4heir part:.cular legal s‘hwtus in Gemeny, o
o Belgmm, France’ and the lh:.“ted Kingﬁom. Such regula:bions are. be:mg' pla.rmed.

v



in Denma:rk Italy, Ireland, Luxembourg’ aad. the' Netherlands. ‘In the

Netherla.nde however, the regula‘bzons will also appl; to investment

companies .

"The proposed li;c—eetive covers. these two forms of coileetifré investment

undertaking, but does not.apply to those which do not invest their
capital essentially in securities. The last mentioned wndertakings,
and m'mticuler those which invest their capital in property, raise
special "p’;'obleme which will have to be examined at & later stage.

In conclusion, the ,propoeed‘ nﬂreotive: is concerned with gollective
investment undertakings for trensforable securities other than of the -

.glosed~end typs ("CIUTS"), i.e. investment companies (collective inw

vestment wndertakings with & corporate structure) end wnit trusts
(collective investment und.erta.k:‘mge with a. nOn-corporete structure)s

- whoee obj,eot is gollective ;mveetment in transferable securities or

retention as liﬂmd assets of at least 8% of the capital they collects

- which »cpgfaec~ this ea.pi'l:a.ll by means of offers to the publics

= which operate on 'l:he EEECiRIG of risik sgreading

R - and whose um.'bs are or have been issued cen'l:muouslx or in blocke at

short J.ntervale and/cr are d.irec'l:ly or md:.rec'l:ly repurchased Or I'ow

deemed at the request of the holder usmg 'bh.e a.seets of theee under-
takmge.

It cen be seen from this definition that the proposal also covers

' Luxembourg investment compan1ee which indireetly repurchase then'

wmits through repurchase eompa.nme which they have set up and alse
oertein Dutch J.nveetment conmpanies whmh 1ssue wnits continuously ‘withm
the limit of the:r authorized capital ‘but w’m.ch are not obliged to rew~
purchase the:.r tm::.te although they in fa.ct do 8o on -l'.he gtock exchange.

Vo




‘r,'-.'The follcmmg, howe ver, -are mme of the mstltutmns whieh do not fail
wlthm tha ﬁoope of the pmposed pirectives

a)

ool],actlve invastmant miderta.kmgs more. 'bhan 20% of dhose funds are

-‘mvasted in asee'{:a other than transferable semzrrtles or Icept li.qtud <o

, (he. most of the mixed uni-h 'hmsts, proper’oy rund;s, holiday i’unds,

b)

'proper‘by developmen't ﬂmds and commodity truats ,;

_ms'b:.tut:mns such ass o B : : 5

- _portfolic companies w‘hcsa object is to- ob'bain the par’oiolpatioq
of & nmnber of mvestors in fma:ncmg firms’ whose a.acess to\thg
fmancla.l market is ‘barred by 1&@9.1 or economic o’ostanlss; BN

" & holding companias, ‘whose object is to acquire through’ tradmg

mves*hments 3 sontrolling and Bupervisary holding m firpst

- secm-i,hea nanagement depaartments throngh which banlés or i.nst:,- :

| c‘*),

tutions sneclalimed i portfallo mana@ment adm:.nls't;ar, on hehalf
of the:.r customers and ‘without issumg represeutatwa cert:.fme,tea, -
L3 fund nede up of the deposits of a number of eustﬂmers; '

s

% mvestment clubs, - mada w of a sme.ll num‘ber of - investors who are

lmown 40’ ohe encther and. grouped -bogether for the: purpose af‘ '
3om-t1y imrestmg fxmds, w1thcm‘t advartmmg‘ '

certam speeml colleotive investmen‘h mdwtaséngs suoh aa "forx.ds

-d'mtsressemen‘k*‘ {in Fraace) and "mmptad” unit trusts (in the -

lhited Kingdmn), for these institutions do not ralse their cap:l.ta.l

by offers to th¢ pn‘bli@ ot by offers to speeifw carhegcrrms of
invastors. T o ST R ‘



‘3“

Finally, CIU‘I'p whose assets are ma:.nl,y mves'tcd through suos:.diary
companies, in assets other than’ tranaz"erable securitics or which are

;kept llquld are expliciily excluded from the Bcope of the proposed

Direc.t:.ve. 'I'his exclusion, wh:.ch takes specna.l aocount of certain
Luxembourg instltutmns wa.s deemed des:.ra.ble in vi ow of the fact
that, from an egoncnic vz.ewpomt, these mstltutlons fa.ll within the
cetegory of funds referred to under a) above,

The oase for occordination

The purpose of the proposed Directive is to coordinate the regulations

governing the CIUTS defined above. To this end, ‘it requires Member

‘States to apply a number of minlmum rules when such institutions are
‘situa.ted on their territory. '

*" There are Beveral objectives which this oaordmat:.on Birective is

| desighed. to meet. The basie situation is that thepe are differences

between regulations applymg to CIUTS in the various Mem_ber Statea.
In fact, the systems of legislation in the Member States, when they

exist, vary considerebly between each other, particularly as regards
the obligations and. controls imposed updn these institutions. More=-

dver, the ‘diff'erenoes between the legislative systems relating to CIUTS
in the Community are widened 8till f‘urther by the fact that certain -

’ Mem"oer S'ta.tes do not ha.ve speciflc leg:.sla.txon relating to thele ine

étltutions.

: ’I‘his,_ai‘l:uation =~ determined by historical factors, such as whether

these institutions have existed for a long time in a Member State or
wvhether they are a recent immovation and the dii‘ferences_ between the
structures of the finencial markets in these States = leads, at

Commmm ity leveI. to appreciable differences in‘ the protection offered
to persons investing their funds in these institutions. By coordmating,
the na'tlona.l legislation or regulations e.pplymg to CIUTS, it should
therefore be possible to render this protection nore effective at
Oommmify level and to provide mare uniforn safeguards for all savers.




t

‘ Coordmating the. 1egisla:hmn m questiou shauld alan enable tho condrtlons
"of competition. in which the collective investment underta@:mgs :l‘.‘or transe
‘ferable securities’ operatsa to be improved, which is not the case af. the
present rtime, - the obligations imposed on these mst:.tntiona va.rymg with
the. national leglslat:.on or. regulatlcm,s govemmg 'them.
Fina.lly, 'th:.s coordmatmn ams at ma.lc:.ng ea.sler the rea.hsa.tian of anoe
ther f‘tmdamen‘ba.l ob;jeotwe: remov:mg rastm.ctions on 'tne free mcvement i
’w1thin the Gommuni‘ty of unxts of collectwe investment: undar‘ba.;cings fbr o
. »transfgrable securities."l‘he f:.rst a.nd second ﬁu»ectlvee adoptea by the
‘ ;__Gomcil w:,th a v:.ew to the removal of res‘trictiona on ca.pita.l novements - |
A con*ba.med no pl'OVlBlOn covering the free movemen'!: of wnita of colleatlve
investment mdertakmgsl} Ona ‘of the reasons for this. was thq.t the Mo

o ber Sta'bes’ laws govemmg these undertakings aré sq différent that they

‘do not prov1de equwalent safeguards f‘or smrs and equivalent condn,tima
. of hea.lthy oompetltmn Yotwoen such mdertakings. The Member States have.
~ therefore, generally been. raluotmt to allow wmits of cellective invest—
‘ment wndertakings from the other Member States to be traded Precly within
Vtheir borders. The ccordmat:.on of_ legislation, a8 ennsa.ged by the
'preaent proposal is aimed at remedymg this pesition and should therefore
remove +this obstac"le to the openmg up of frontiers as 'regar&a “the mita |
o CIUDS. Coordma.tion is thus a prior condition for establishing the
f'rae movement of ca.pltal in th:.s Bector. In order that the emrxsaged 0om -
. ~.ordmat1m oan be rea.lly effective it appears essential that’ the- neoessary
measures nmst e tahm in respect of movemente in paz-ellel with the
mplementatlon of the present Pireotive to ensure freedom of movexnent |

cqmmi%ae in acourdanoe wyzh g’tlcle;: 59 o; the

Hirective aimed at
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Tha 'pla.mied bo&rdmatimi' ‘should therefore lead to the attainment of a
number of ob,]ectwas. provide better ‘pafeguards for savers, make for
heaithier conditions of competition in which CIUTS operate, and perm:.t
the removal of restrictions on dealings in their units within. the

- Community. When this-third objective has boen attained, building on the .
foundatzor; provzded by the attainment of the other two objectives, it
_will then be pOBBTLble for CIUTS to step up” the:l:c '—»c'tunties throughout

. the Connmmlty in view of the :morease ‘in the number of savers they will

. be a.ble to ca.ll on. Moreover, if these institutions are permitied to
extend. their Operatlons 'l:o the enta,re Commzmity, savers in the Comumty
- W111 find it eas:.er to use 'th:.s form of saving. which should be encouraged,
‘ and. at the same ‘bme, the outlock for the market in trangferable sec'ur:.-
: t:.es will mprmre, this will help to a.chieve oné of the fundamental aims
-of the Common Marke-b - namely tha.t of ensurmg ‘fuller: :.nterpene'bration
of oa.pi.‘ta.l markets in the Commity. :

o "4._ Genera.l 21‘1.11012168 wnderlying OI{JTS doordination
A. mgle sed_of logal 2ro*_f_i_$ions

B .The prnposed. n:.ractwe is deaig,ned to make CIUI'S located in any Member

State sub;;ect to. a amgle set of 1ege.1 prov:.a:.ons, regardless of whe'hher
'l:hey opere:t:e in only one country or throrughout ‘the Gommunlty. There will
llkemse be a single set of ‘rules for the suthorisation of CIUTS and the
: sup@rnsmn of then- actlvitles. The ' arrangements can bhe smmnarwed as

' follows o ’ N

~ Each Mamber State muat a.pply the Enreotlve to CIU"S s:Ltuated in its -

1) but. will be free to apply atr:.c‘her and/or add.:nt:.onal requzre-

'berritcry
'ments, provzded tha.'b such requuemen'bs are of genera‘l appla_cation and do
not cmﬂmt with the bireotzve. But a- Member S'bate may not a.pply pro-
visions of any kind to CIUTS situated in another Member State even if
they market their wits in its own territory, with the except:.on of the .
provisions governing oaplta]. movementa and the marketmg of tnits (see

B. below).

1) For the purposes of the proposed directive a CIUTS is deemed to be
situated in the Member State vhere its menagement is effaohvely
carried on (Art. 3).



- ‘I‘o enable tbe campetevxt authm'ities to i‘ulfml theu- supemscry ﬁmetiom
_ nrs:per].y, the prct»posed Bwec’nve prov:tdas that they ‘ehould be :;:-anted all
the powers neoessary (Ar’hmle 58(4)) and must ‘be able to rely o the olose.

In brief, it may be said that CLUIS ‘of Memver States will, subjeet o this
lagt resaxmtim, be, &o verned, exclw*velf, ragardless of tha Hember utaﬁas
in wh:.ch they opera*ﬁe, Y the: legislation of the Merber ‘State in whmh

'they are Bltuated,. and. that this 1egwla.tion wust cemply with ‘the mimmnn
‘rules 1a:d douny in ‘bhe prapcsed Birective (Ar-klole 1) ’ o

' The’ proposed Hz.reotlve further providea 'bhat a CIUI‘S nay not trade tmless -
it had been anthorlsed (Artlcle 5(1)), end that the only autharitmes having - -
"Ipomer to gva.nt va.}.la antharisatmn are 'those of the -Membver. uta:b*e in vhioh’

the CIU"‘S is. sLtuatcd (Arholo 4(’1 J). -Such a.u'thorisa.‘tmn wnce yanted is
valid for all the Member Statess once 2 CIUTS im authoriaed it may, . therew.
fore, operats not mlgr in the anthor:,smg Merbor State but also in the _
Fthar Member 8‘batas, without having to o'btam anthorm&tim& in thase o’bher

GIUI‘S 1& srhuated ares

s,) au‘bhorzsad and requlred to supervme the actlvztles of 'the undertakmg, o

aven if they are. oarrled. on in another Member S‘ka:be, and in partieular
" ensurs ‘r.ha't it complies wlth the rules la.J.d d.own in 'the proposed nirea- ‘
.tlve (Artlcle 53(1));

b) authorlsed to +take a,ll a.porc»prmte mea.aures 9meemmg the mﬁertaking, .
melmi_w.g withdrawal of ma.umm ‘a8 pmmrmwuﬁmwahn -

4 ft_hon, shou.ld tha CIUTE infringe laws, regulations or- admims-bratwa o *_
: prox 15:.0115 or the fxmﬂ. rﬁlu of the wmnit trust or the mmorsndum ang
ticles’ :1f associat"on of the investmeut cmpamy (Art‘m}.e 6}.(1))

i Likew:.se, only tbe competen‘b au‘thcm'i.’nes, of tha hemaer Sta:l:e in whmh the - -'

‘mellaboration of the suthorities of the Member States where. the wnits of -ﬁf(? o

CIUTS are marketed whc-m such um.ts a.re subject to theu- supervn.s:.on ’
(Amﬁcle 59)a
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It has besn felt reasondble- to stipulate that Conmuﬁity‘GIUTS ‘should nore
mally be Bubject en;y to tha regulatlens of the Member State in which they
are eitusted. This is bec"use the minipum rules laid down in the ‘proposed
!ureotlve would appear to form an adequate basis for safeguarding Bavers
and ensuring sound conditions of eompetltlon betusen the various CTUTS.

The single 8ystem of authorisation’ and eupervx31on mentioned above is also

based on ﬁhe mutual confidence whlch the competent authormtles of the Member '

'~ States should extend to each other aa regards the dillgence w1th which each
of them w111 ensure that the Blrectlve is properly app11ed and, generally
lpeekxng, that ell savers will be aéequately protected.

B, Marioting re@;at ions

There is, however, as stated above, one important exception to: the pr1n01ple
of a s1ngle set of legal provisioms gOVernlng the CIULS and of the ex clusmve
competence of the authorities cf the Member State in which the undertaking
is situated for Buperv131on purposes, even if the GIUTS opcrates in other

- ‘Mémber States. This exception ‘eencarns the rules for marketlng CItﬂS unlts
and the- BuperVIslon of the applleatlon of these rules. In thls conneotlcn,
the proposed Birective provides that a Member State may appgy 1ts own
marketing rcgulations to CIUTS situatad in other Member Statos but marketing
or .- Intendzng to, market their wnits on its. territory (artlole 55Y and that

.. the supervision: of the proper application of these merketlng reguletions is
the responsit ilzty of the eompetent authorities of the Member State in whmch
the units are marketed, these authoritics being in the best pos1t10n to
 exercise thle superviezon since they will in fact Ye chec{lng that: their

own rules are being correctly applled (Artlcle 58(3))



A\

_‘ 'I'he ma:u’: a.rgtmen’t a.gamst coorﬂine,tmg tha ma.rketmg ragulwba.ons as we}.l
:1_1.3 tha.t any a‘ttemp'l; to do 86 combmaa mttr tha cﬂard na:tﬂon ‘Teasures *}*‘o-»
-.-v:.ded fcr in the pi'oposed au.rect.we, would., m vzew of 'the ma.rket S

- d f‘ferences between the Membe:r Sta-tes in 'tlus f‘:.eld, have slguflcantly

,delayed the 1atter‘ Furthemore, the proolem of' the coorﬁmhon of the

) m*k.ei:mg regula'tlons conr-erns transferaale secumhea a8 a mhcle and not

- only the ‘wmits of CIUTS: it wae. thus fblt that this problem should Ye
_resolved in a more ccmprehenslve mamer, and should therefore be dealt

wrth sepa;rately. ‘ S S Ll __ R w

‘A Member State cannoﬁ in a.n;y oase, use the rxght to appl:;r its- mm ma.rket-—

ing ragulations to CIUTS situated in the other Member State: to ol.rewwant

~ the ob;;ectives of--the directive. This stipulates that the marketing .
regulatlzms in guestion must e a.ppla.ed ina. non-discrmm&%ory manner L
 and nmay- not have the effect of imposing on- CEUTS situsted in the . o‘hher

. Member States strmter ccndi‘ﬁions 'than those envisage@. by 'the preaent L
pmpoaal (Arbmle 55(3)) Thus, if a Member State. provides in the freame=-

work of its legmlatn.on that oanvassing of. units af GII?I’S cannot take nla.ce o
unless these: instltut:.ons puslish four reports. per. financidl year. it wcmlﬂ

not be a‘nle to app! ,y this "eﬂ'ula.t.sou to C*UFS situa.teﬂ fm other Ngmber -
| States because the pronosed !hreoti‘ve prov:.d.es that GIUTS muz«:-t publlsh a
vma.x:.mum of three repor'ts per fmanoa.al year (Article 31) ’

~ . . -

i G; S'Eribfei' or addltimalreW

) Fmal]y it would appeam tmeful to give o emples ta deuonstrate wha.t

| is meant-by the terms. “ptrioter réqus nememts“ snd "adﬂrtwn&l rnquuveman"'s”

which- Momber States may apply to GIUI'S situated within their terr:.tory -
 (artiole 1(3))s |

a\ S*!:rmter requiremenh Articls 26 of the proposed @rec ive provides -
" that a CIUI‘S may not invest more than 5% of its assets. in securities

issned bgr the same lssuer. A Member State could apply this provision

/ nore - atrmtly by la,ying down tha:t OIUX‘S situa.'be& within its ‘&ex‘mtory
‘ may‘ not i.nveét Lore. tharn A% of the:.r asaets in sueh sec.:rrties.



b) additional roquirerent: Article 10 of: the proposal lists the funotischs
1hidh a’mit trustls dopositary oowvany must fulfil. A Membér State’
would be fres to impose*an‘adﬁifionél'reqﬁirement that the depositary

"compan1es of mnit trusts 51tuated within ite terr1tory nust fulle
other funotions such as, for instance, exercising vis-d-vis the
management ccmpuny or a prev1ous dep081tary company the ?:ghgs o¢ LJLt*
holders deriv1ng from the un1ts thay hold In the unlt trust.

5. Reagons for and e;planatlon of certaln provisions. in the prqposed
”Dtrectlve

' In addltion to the general prlncinles descrlbed above, the proposed
Elrectlve contains a number of rulca relatxng to:

- the structure of anit trusis and investment- companles, ‘ .o -

= the restr;ctxons 1mposed on the 1nvestment pol1cy that CIUTS pursue°

_l- the informatlon they nust disclose,
i;— a number of general oingations they muat fulfils

- CIUTS whloh merket their units in Member State other than that
which they ere 81tuated,

~ the competent authorltlas resﬁénéible for anjhgrigingﬁané”Quﬁé}ﬁ{%ing
CIUTS; '

-

= the setting up of & Cantact Committea.

Some of fheseﬂru;eavwhichrréﬁuife,further_clarification are dealt with -
below. '




A Re;nm'}r:s eonceming the managemen'j; cormanyr se-b ulbwﬂ trus‘ts
(Artmles 8, 9 and 67) ' : )

Vi ~

R

1. The proposed @uectlve provzdss that the a,ctlvna.es of the unit tmst

- mmagement company nust be confined to 'l:he manage-nent o‘f unit trusts ;
(nr'ba.cle 8) Th:.s rile is des:gneﬂ. to protect unit!ml&em as it aims 0.
ensure an ont:.mum 1eve1 of specialization- by 'managenent comp‘aniea and -

i also 0 avoid any llke"llhood of & clash of mtez-est w1th any ather ’
actit iviti 1es . ‘ | '

The rﬁle ‘i;a,' however, subject to two exceptions. The first. ma.inly cc’:ﬁceﬁﬁs
. Belgian ma.nagement companms wiich may also issue bea.:-er cefr-b:.fma‘tes ‘
representing registered. securitiss of. fcreign companlese They may- continue
»m‘hh thls additional actw:.‘ty sub,;ec.t to. authorlsatmn by Belgium ‘
(Artlcle 5761

The second excep*h:.on mainly concerns managemen‘t oompam.es in Irela.nd, -
‘the United K:mgdom and the Hetherland.s which nay at pz‘esent ca.nw cu%
other ‘activities such &s banking or insurance. To take. account of 'Ehis o
sltuatlon, “the proposal provmes thet Momher Siates may, authorise BEANAZT =
ment: companies which, at the t:re of notification of the Birective, also
oarry out other aatn.v:.tles to ocontinue these other activities vrovided
| that they do not: pre,]ud.lce the jnterests of unit hGlders (Art:.ele 7?(2))
4 d:.d not: ‘appesr advisable to prehinit these compam.es whmh have , m;:
aoquu-ed remarkable experience in the mann.gmant of trus’ts, from ot
Adnming to carry out this ‘nenagenent. activity not on]gr in res;:ec*c of the
fruste- they: mcna.ge ‘8t 'the time -of no"zficat:.on of the hareotwe bux also
in respect of new truste set mp afber such notifiaa:tlon. Such a ban
'would have ha.d 'bhe following drawbackss:

N
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-~ in thexp§Sc;tht#ﬁsts.exisfing‘at fhe'timé‘df notification of the
Birective: the obligation to ohange nenagement companies in‘fh;a |
o event of their. management companies not‘having decided to discontinue
these other activxtles, such change heing no easy rattefor a wmit
~ trust; ' ‘

- in the case of trusts set up after notlflcation of tha &urectlve° the
mpcssiblhty for them to benefrt from the experience a.oqulred by the
oompanies in questlon in the management of trusts.

2. The proposed Directive provides that the management company must ine
- form the tompefont authorities of the names of all its members and of
Athe amounts of their-respective participation in the company
‘ (Article, 9(1)). This rule is necessary in order to enable these authori-

| ties to sa:bisfy themse'lves- ag to the gbod stending of all the members .
and $o ensure 'tha't there is no posslble clash of interest between the

members and mlthhfmérm -

‘I‘hefproposed Directive, however, lays down less strict rules in cases -
© . vhere, as meri-tipned in 1. above, a unit trust is managed ‘.yyvé credit
:ihstirtution or an insurance. under'l:al.;ing,r the latter heing retuired to
report .the names of their major sharcholders only (Article 67(3)). as
these bodies arc already subject to very strict controls laid dom by
national bonking and insurence legislation, it was felt that less strict
requirements could be -imposed on -them as regards ihe mana.gémen't of
trusts. Tt must, in any oase, be pointed out that these bodies are often
ndt_'in a position to establish the iéeﬁ“titié of 211 the shareholders

when the securities issued are hearer securities..

B. Remarks concerning the depositary compeny of unit trusts and invest-
ment oowpanies (Articles 10, 11, 19, 20 and. 63)

1, The depositary company cplays a very important part in protecting
the interests of unithoeiderss. In additicn to keeping oustody of the




: W . . A, . .
'

Jom Lie e

assets cﬁ" CIUTY, to 'c:zn"ying out a ‘n.umbx.i" of 'bechni:ca.i transactions
‘ralatmg to .the da.y—-‘to-ddm' adz.d..;ulbtr atior of ‘thuosc assois’ \among other
<things, the collec'tlon ‘of @ividends and interest, and re&eemmg

' _secnrities which have patured}and to paying. out dm‘br:.bu-bmns, the
duposz.tarv company will be required :to supervise a. number of the .
activities of ‘the mana.gement company or mves tment ‘coupany to: ensure

tnat they are in .conformity with the law. and the "fund rules" of the -

wmit trus'ts or the: memorandum and’ art:.cles of asaoc:.ation of 'l:he mvest-

ment- cémpfmy (Ar’blclc.l lG and 19).

«2: The. proposad directive. provided (Ar't:.cle 11(1) and. Ar'bicle 20(}.))tha-!: '

tha’ depos:.tary conpany ‘must erbher-

Y oare

) h;wn i'bs rcgistered offices in the game Member: S-ba,te as that where
the CLUTS is situated, 1i.e. the’ ‘aiamber Stete where its mmerrt 8
c“fec*t:.vely oarr:.ud on, or ‘ ' ’ :

) Be estarlishe a- i or f.,t least have a p»&afa 94‘ buﬂmss in that F.’Lember

: ..»tat‘., if ;t has 1ts reglstered o:E‘f:.ce in another Mcmbcr Sta‘te.

‘ 'f‘h:.s z-ulh aires into o.ccmm-l: the fact that the arranganents for e.uthorxm
';::ti 1 and sum’“*ls*on proy '1ded far in the nropos a1 r,,re to me a .-.,mﬂ‘le
..,yhen. The cqnpe'tpn‘* autaomtzce in 'tne Lem er D'tr..t@ in hhlch the CIUTS

, .is smua;bed (i.c. the Meruer State in wh:.ch its mana.gameﬁt 18 oa.rried

. on) ane. responsitle for amroving the choice of depositary ‘Gompany ‘and

ator sunarvs.smb its: opem:tloqs ond also for anthorising:the wm
‘co*ﬂpany or the mvestmem: ecmpany The rule a.lso takess aocovnt of f;ne

%ct -tha.t, owing, tn the 'tasks entms'ted to ity -!:he aepoenta.ry eompany U
N '_must remam in aongtant. toach wrbh tae oentra where the managenen‘b of the :

C.LU“S is ca:crled on, beca.use it mus-b mxperviam thxs ma.na.gyment 1o sa-t:.aﬂy
1tse1f tha-t it complles v'ith contractual a.nd statutory reou:.remen'bs.

For all thcse a.rrangements %0 be fully effect:m, a,nd pr,actlcuble, the

| -\da.poaitary company ‘must hHe located in the same Hem wr State as that :-.n

" which the OII}TS is s:.tua.ted, which is ‘also the Member State where 11:5

: cffact ive manat,e'aen‘t 13 carried on. It will be deemed.toc be Iocated
’c‘ﬂ.e'*e J,f it has in thaﬁ Member State either its reg:.ste*ed cf,:t‘lce or
at leaat a place. of: b“&‘é"@” , if the reglstered office iz situnted in
a.no+hz,r Mem’ )er State.

s N . . S .
- 1 ok . L .o . -

-
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3. The provision discussed in 2. ahove will not however, anplj ‘Tor a
temporary perlod to depOSLtary companles whlch, at the tlme of notiflca-
tion of the Directlve, ‘are not ‘located in the Momber State ‘where the -
CIUTS is situated (Artlcle &3). Tnls exceptlon is de51gned mainly -to

take account of the sltuatxon in Luxembourg, where a subatantlal nun%er
of CIUTS have chosen credit establlshmentslocated outside Luxembourg as
'&deposltary companies. The proposal prov1des that this situation must he
regularised no/later than 5 years after entry into force of the Birective.

714; The directive stipulates that'the_dépoéitafy‘oompanj must be respons-
ible for the custody of the transferablé‘securities and li¢uid asseta ‘
which constitute the assets of a CIUTS. This does not, however, mean that
rtheéeytransferablefsecﬁrities and liquid assets cannot »e held Ty 2
credit institution other than the depositary company provided that this B

'._,institutiqn_acts ag the agent of the depositary conpany, vhich alone

remains responsible for carrying out the duties entrusted 1o it uﬁder

the proposed Dircctive.

' It is alao %0 be noted that traﬁéfaraole sscuritics férninﬁ part of tho
-assets of a CIUTS need not necessarlly he physically held Ly the deﬂosxt-

ary corpany, wh1ch may entrust them, for 1nstance, to a denosxtary )ody

such ag the Sicovan in Prance.

5 The pronosed Dlreotive dces not specify the- 1egal form cf tne d80031t~

ary companys; this questlon will remain within the competence of the

Member Stato,subgeot %o the rlght for undertaklngs of Mezber States to

. establish tnemselves in another liember State without having to lncorporete :

a company thers in accordance with local law. At present in the Memﬁe*
Sates where such legislgtlon exists, only the followxng can act as

dep031tary oompanle»:

a) In Germanys
die inl¥ndischen Kreditinstitute;




'the ccmpamies gmremed oy Belr*lﬁ.n law ‘which amear orl “tha’ 1151; of |
banks drawn up in’ accordam‘:e with Iar‘bmle 2 of Roya.l ‘Docree No, lu5

of 9 July ‘1935 5 on the control of bangsmd 1he ,arrmgements goverfnmgl ‘-
“the 1ssump- of securitles,

" c) In Frarce. .

.

'the oa.nks ard fm,anola.l mstm’cu‘bions referred to m 'bhe Acts of 13
and 14 Jum. 19ﬂl, agents de ch ange, comnw;nms d'assurmces, .
: etabhsﬂements du. geoteur publlc ou sem:.—pu‘ol'-c habl}.:rtes 3 exercer :' R

1es fcanotlons de deuomtalre,
a) InIreland J.rela.né
" a trustee-as ‘desoribed m uectlon 3(1)(0) of the Unit Trus-b Act 1972°

T e) In Lux\,mbourg.

. banlkcing and gavings msta.tutmns m‘ahm the meaning of !&rtm‘le T of
'the Gram&-—])uca.l Deeree-of 19 June 19053

' _f) In the Unlteé‘ King_d')m:

a trustee a8 descrl )ed in Sectlon 1"’ of the Preventlon of Fra.ud
Inve s’cr.ﬁn‘b.a) aot, 1958

4 .F

6. 'I‘ho propose.d @uectue also provﬁes 'bhat the deposzlt'try corrp;m.,r of

_ﬁan mvestwent ‘company will have 1esa extengive, rcspons...blhties 4‘ha.n }
thoee borne by Jche deposi'barv compzmy of o wmit trust. Article: 19 doas _
'ncr!; repaat the - du'b:.es refewred to in Artmle 10(2)Lc) aml (d) Less ' ‘
extensive: resnonslhilities have been allocated to the deposltary compa.ny '
' of {nvestnent oompan*es sixwe:

a) uni‘bhnld#rs in mvaetment companies are covercd by’ coﬁfpany—law,
- gafepuards and, in particular, are able to exert direct influenoe -
B and control over:tha mranagement of” such a company by taLing part in-
| ‘meetmgs, this 19 not so in the case of unﬂhz}.m in wit trusts’
'smce the;r do not have any control over: the mama.gement cf the" fund .
-‘as carried ou'l: by -l:he ma.na.{,ement company,

[C
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b) in the case of an investment company, there is no danger of a clash
'of intereste, 25 is possihle in the case of a unit trust, between
the management company and the unitholders, since th° unitbolders

vy

- and the shareholders of the investment company are the same peoole.

c. Coggositipn of the assets of CIUTS (Article 25) = . ‘ ,

1. Since it must be possible to’assess easily the investments of a.CIUTS
“and to realize them without difficulty in the event, for instance, of

a massive demanﬂ for- the redemption of units, the proposed Directive provides
(Article ?5(1) that the assets of a CIUTS must exclusively consist of:

2) transferable securities admitted to official stock exchange ‘quotation
in a Member State and, sukbject to certain conditions, transferable |
- securities for which quotation has heen sought; '

b) transferable securities traded on anather regulated market of 1onbcr
State which ooerates regularly and is recoqnized and open to the nublic,
‘this_covers inter_alia the "goregelter Freiverkehr" in Germany, the
"marché hors cote" in France and the market in Belgium on which additional
public sales of securities take place; '

¢} transferable securities admitted to official stock exchanae quotation
in,a non=-Member State or traded on another regulated market of a non~
‘Member State which‘Operates regutarly and is recoanized and open to
the public, provided that the choice of this stock exchanne or market
‘has been approved by the competent authorities;

) liquid assets, including deht securities which having regard to their
short term nature and the guarantees attaching_to them, renk as liquid
assets. thig category of sccurities includes cash and .also nedium*term v
certificates’ issued by credit 1nstitutions and Treasury bills due to ‘
mature in the very near future. '




'2. Prov:.s:.on is, however, nade fqr tuo mportant axceptmns 1o the
nrmc ml.. r%‘f,rr\ *to m 1. :z 07e 11 o“r’.y" tQ 11% sore Cagree of‘

f‘lexlbll"'ty m the nana.gemant of a GIUI‘S,, the ’ﬂlruct;we prcv:.des tha'{:

4(31'1;1016 25(2)) _ .

a) a CYUTS may mvgst 2 maximum of 10% of its asseis in trmférab_l;e

" securitios other than those refeérred to in 1. above; this category:
of sécurities includes inter plia mediumwterm certificates. which are '

"ot due to mature in ;"ahe very near futilre.,

b) Memoer Sta‘tes nay authorlsc CIUI‘° to :.mfest a ma,xmun of 5% of 'bhelr
. »funds in sssets other thon -bho:se referred to in 1. and 2(a) above. '

' This last ‘provision, which will meke it poss;n.ble for CIUTS to invest
in- such 'i{.eﬁS' as gold and nronerty, ‘prbvided that it receives .
a.uthorisation frop- the Mcmber Statc. in guestion, -should not-entail
a.ny sizealble risks for unltholdsm gwen the very tight restriction

~ provided for in respect of such forns of investnent (& meximum of 5%
-of its fimds). “mo, .Lf it siould he notad that ‘195'* securition -
* represcrﬁ;mg loa.ns wade under Ar'hlcle 47(2) are mclzdeﬁ in 'bh:.s
‘ ca’begory of a-sse'ts. ' ' o :

R N

D. L vrs )e‘h’:cn ‘.r‘tﬂcle 2 -.md. Ar‘t:.cla 25 o*F' tbe proposeé mrechve

" rticTe. 2(1), whlch defmes the CTUTS, referre& to in- the' progoser}. mrect-”
“iye) stipniates inter al:.a that this &efmxtioh covers unit trusts and
‘mvestment companies wm_c‘l mvest at least '%O’Z o.» L el::' fmda in 'I:ro.ns—- .

ferable sccurlt*es a.nd. llcguld a,ssets.

On’ the other hand wder Artzc}.e 25 of the proposed Direct:we, CIUI‘S .
- must. invest at least: 95% of their funds in transferable securities and
11cru1d assets. . There is an a.pparemt jnconsistency betuesn the two -

B x‘.rtloles, but: it should. be remepbered that thev pursue two quite. amstmct‘

obgectwes .
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Artiels 2(z *‘ ines the scope of upllcatzon of <ho nrovosed inrectlve
and, within thzs frameworg, atlpulates that it applles not only to -
collective investment undertak1ngs whioh inveat all their funde in trans-
ferable securities and ligquid assets, but also to those which invert a
substantial proportion of their funda (mnder the proposed Birective, at
least .80%) in transferable gecurities. The proposed Dircotive is based
on the absumpticn that all such bodies pursue, from an economic view=
p01nt the same objectives, that the investor thus considers them to he
,sznllar and that they must,. therefore, be subject to the samevrulea.

Article 25 ig one. of the provisions relating to CIUTS investment policy,
and here the interests of unithodders: require that CIUTS should not e
allowed to invest more than 5% of'fheir‘funda in assets other than trans-
ferable securities and liquid assets. = '

"It should also be pointed out that any problens rasulting from these two
perceﬁtagps w%ll,"in‘essénce,‘arise only for CIUTS in existonce at the
moment of entfy‘into force of the proposed Eirectivel), since CIUTS set
up at a later date will have to comply with Article 25 from the outset.
If, therefore, at the time of enfry into force of the proposed Directive, -
a collective investment wnderteling satisfies the criteriz lzid down in

~ Artiecle 2(1) of the proposed Directive and holds, for example, 12%.of
itgafunds in ﬁSSQts other'than'transferable Securities'and licquid assete:

- 1t will fall w1th1n the scoPe of the proposed mureotlve in pursuance
of Article 2(1);

- but, in order to comply with Article 25 of the proposed Directive, will
have to reduce itse investmentrin assets other than trensferable scouri-
ties and liquid assets to not more than 5% of funds (provided, of -
course, that the Member State in which the wdertaking in question lS
located, authorises this form of investment). )

1) These problems must not be overestimated because exarples of CIUTS
investing nore than 5% of their funds in assets other than transferable
aecuritles and liqgudd assets appear very exceptional,




As ragards the sizeable dlffrrence between ths 20¢ 11m 4 prov1dee for in .
'Artlﬂle'Z(l) and the 5% limit provided for in hrtncle 25(2)(5) in ro sncct'
of 1nvegtment in assets other than-transfera&le"ecur;tmes and: 11quh¢;_.
assets, this is n5cessary'to prevcntrcollectiVuhinvestﬁent under{akihgs,
which are abie to invest their funds in assets other than transferable’
securities and llquld assets, dellbﬂrately avoxdlng the appllcatmon of
. the proposed Directive hy mbdifying slightly ‘the compesition of their
portfollcs where +this is not proﬁlblted by natlonal 1eglslatxon.. o

'Thus;iif both limits were identical,:or if the gap beﬁWeoh them was
narrowed - for exmple, by fixing them at 10% and 5% respectively = a_ |

CIUTS 1nvest1ng 5% of its funds in aggets other than tranaferable seourln, s

ties and ligquid assets could easily move outside the scone of the pro~
rosed c‘ﬂlrectlv\., merely Ty investing a further %% of its funds in these
other ‘assets. Given the limits laid down in Artlcle 2 of the propbsed
@wrective, ‘the CTUTS in guestion would, however, have to place a furthe“-~

1% of its " funds in assets other than transferable ‘sgourities and liqui d
‘assets to move outside the Bcope of the aurectlves sugh an operatzon is
; unllkely ag it would have far-reaching repercussions on the fundamental'

| natuﬁe of the investment undertaking in gqueation.

Fxnally 1% mst be neted that the: dlffurence between the limlts mentloned ;,
above. can ‘he Just1fied Dy the fact that Article -30 of. the proposal pro- '
vides that in certain cases the limit of 5% provided Yy Artlcle 25(2)(b) B

- can be exceeded. _
- !

E. Investment policy of CIUTS (nrtlcles 27, 27, 25, 29, 30 end %9)

The iproposed Pirective lays down a number of rules 6onéerning:CIUTS4“‘
investment- pollcy with particular regard to securlmg the preteotlon of
- unlthmdﬂﬁrs
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1. For inetance, a cmrs nay not invest more than 5% of its assets in
transferable securitles of the seme imsuer (Article 2% (1)) There are,’
however, the folthlng exceptlons to thie rule, ‘the:aim of uhzch is to
ensure that the prlnclple of rlsk spreaﬂlng is observed in respect of
1nvestments by CIUTS' ‘ ' L

- The limit of 5% pay by raised by Momber States to a maximum of 104
provided that the total value of:the transferable securities held by'
the CIUTS in.issuer=‘in which it invests more than 54 of its'assets‘
does not exceed 40% of the value of those assets (Article 27(2)).

This exéeption could apply in perticulsr to CIUIS in Denmark and Ire-
land, whera the market in securltles is emall and whore there are
relativeky fow quoted issuing bodies in which CIUTS can invest +he1r
assets. -

- The linit of_5%.need not be applied in reepect of securities issug

inect

.oP guaranteed Ty a Member_State or its local authorities or in rg
- of seourities issued by publio internationa.l organisa;tions of which
ons or more Member States are members (Artiole 27(3)). Generally}
speaking, investnent in these securifies should be free of risks.j

‘2. It‘h - also deened desirable, w1th a view to protectlng unithie Dby
to limit the soope avallahle to a CIUTS for invasting\ln units of $Hther
CIUTS. Conlequently, a CIUTS may not invest in 211 more than 10% of its
assets in units issued by other CIUTS, irresepciive of whether the.e

units are quoted or not (Article 27(1)) and, within this limit, a ¢
‘collective investment undertaking may not invest more than 57 of if
assets in the units of other wnit trusts managed by the same manasd
company as its own (Article 27(2)). In addltion 0 thll llmlt the &
propoged durectlve provides thats



\

~.2 unit trust may- not’ charqe furtbar costs whnre 1t 1nvasts i*s s*eté‘.

- in units éf -other trusts mananed by the same nanaﬁemﬁnt company as its
- own’ (Art1cle 27(2)) '

-fCIUTS ﬁay not jnvest the1r assats in- securities ﬂf a coLLect1ve s
vestment undertaking not ranx:nq as a CIUTS for the PUrPOSE of the® proaoqed

»‘D1rect?ve. Thws prorihit1on conferns ma1nty securities 1ssued by coitective
1nves;ment undnrtak1ngs which are of the ovﬂn-ended type ‘but wH1cP do’

'_not 1nvest their funds essenf1ally in transfﬁra le spcurities and” tvqu1d
_assets (such as undertakings far celtect1ve inves*nent 1n property: or '
comwodittes, or mixed or open-ended undert akinas), Th1s rute does not !
apply to $2 cur1ties issued by cto;ed—end investnent companfes sfnce these_  )

Srank as. trangferable securit1es as referreﬁ to in Art1tle 25 (#rtwﬂte 28) '

3. Fvnaaty, ‘the pronoss d Directive cfoviﬂéS'that'a‘GIUIS nay hbf"héidfmofe‘
xban.sx of the secur1ties of the~ same tyne of sh issuar and may ncf have

i respact of each matter.on which|a wete may. be taken, nore than 5% of
the totaL vates attaching to the sgcur?txes ‘of this issuer.-The aim of +hws’{
rule is to ensure that a CIUTS does hot. nursue a.policy of taking ever 7" ?w‘
control of - smmpantes in which. it 1Hves+s, -ag this is.no* -one’ of the rasks
entrusted to it. The Limit, wh1ch ﬁay'hn raised to a raximum of 10 by the :

mber Statas in exceat1onal cases decided by the competent author1t1es,r
does not, however, acoLy to securities issued or guaranteed by a Memher ]
‘State ar 1ts Local authorities: or, by public internationat oraanisations of “f”“ﬁfl~
'_which one. or more Member States are membe s or to hotdings RLE cer*ain , ;‘
1nV°stment ccmnan1es in non-Member. Btates when this is the onty possible way?i*
to invest in~secur1ties of issuers of the countries "oncerred Carticle L9)

‘4 The timfts La1d down for the cam#os1+won ef tho assets of CIUT° (Afticle .25

2)) and those relat1ﬂq to the leVﬂL of investment. of these. asséts in the o

‘,transfnrabte schri ies of the some‘assuer (A~t1cte 26) or in units of J;.» i
other CIUTS (Article 27 may, however, be excesded in the event of pr7ce

: variat1ons 1n the ass~ts of the CIU#S tbo exerc1so by 1t of subscr1ptron




- 2% -

r1ahts,‘or a contraction in the size of the CIUTS following the redemot

an or reourchasa o* units, nrov1ded that the totat value of the coxcess “is
not more then 10% of the value of the nssets of the CIUTS (Article 3D): .
there would be Little justification for requiring a_CIUTS to liguicate.
~investments in. order.to. comnly with - Limits which it had not deliberately
,derstepbéd,'uhen_they-may be ‘sound investments which it would be in the

best iﬁtereStsfof the CIUTS to retain in its portfolio. This exception

does not. concern the 5% ceiLing?on the holding of securities {ssued hyAthé
samz issuer, for in the cases wher? CIUTS are authorised to axceed the liﬁ%ts
mentioned, the.percentaga of szcurities held by the CIUTS will not very.

Se For the same reason as-that justifying the retention of the excess
marg1ns referred to in 4., it was deemed desirable to provide that Hember
States may suthorise CIUTS which, at the time notification of the Directive,
exceed the Limits referred %o in 4. above, including tha maximum Linit of -
5% imposed on the holdinq of securities issusc by the same issuer, te continue
exceeding these Limits provided that the total amount by which these Liwits ‘
are .exceeded does not exceed 10% of the value of the assets of tha CIUTS |
(Articlz 69). Such leeway is not, houever,-pérmitfed in respect of the limits
Laid down on the COMOO'1L10H of assets (Artigle ?5(2)) in view of thﬁl1qufﬂ1ty
oroblems relating to the assets of the €IUTS which could arise if the Lindts
were oxceeded. ﬂf cnurse, if the excess amounts authorised in this monner are
subsequently reduced, they cannot ance again come into existence. Thus, a2
CIUTS which at ‘the moment of notif1cat1on of the Directive holds 8% of the
securities of the same issuer and subsequently reduces this percentage‘to &%,
cannot oxceed this latter percentagd’ in the future, unless the conditions "
of Article’'30 spply (see pnint 2 above),

F. Authorisation to withhold particulars roferred to in Schedule A snnexed
to the directive (Atticles 34 and 57)

The propesed directive specifics the inforrmation to be pﬁblished by CIUTS,
j.2. 2 qrospéctus'setting aut the basic particulars of th: CIUTS (its
structure, objéctives, procédures for issuing and reburchasinq shares and
units, etc.), an annual report and tuwo hélf-yearLy reports (or, if_
anoropriate one half-yearly report) containing,;in the main, finandfal

!

A o
£l




" inforration reloting . iﬁs'ﬁo*&ivity;. q;he information that must appear

in thesa @ogurents is listed in the Anne:;, as in the oase of the proposad
@mectlve's -other provisa,ons, this provm*on a..i.so can‘l: ing - mm zvu}.ea,“"
‘m the sense that each hember State is free to shpulate that CIU’I‘S
located in “that State, and tnose only', mmat publlsih a.(iultional :Lnforma-‘

S

‘hlon.

; "I'ne comne*tent authorities ray, houevor, where the le gislation of -that
 State includzd detailed reguja.t: on of :CIUTS gituated in that State,’.
-authorise sush under‘takmgs 4o linit the mformatlon 4o.be. con“tamed in _
 the prospéetus Ao informetion which- is not regulated by such legislation
(Artiele: 3¢(b)): This rule, which is gesigned to avoid r@qun.rfmg publlca,—" |

- tion of eny information of which the public is already deamed to be ine ‘

- formed; s dlrected, for example, at the preeent situation m Franoe and
" in 'bhe Tnited ngdom, .qhere saveral points in the "statug" of "3 SICAYs"
\and in the fund rules nf unit trusts reSpoctwler are overned by law. B
| It should houvever, be noted that if these un&ar‘tukmgs should nle:a‘k:et
their unrbs in a Member State other than 'I:ha.’n in which the;r are srtua.‘aec“.,;‘
~the prospaotu.s to: he- publ_:.shed... in respsot of sueh marke}ing in the other g
Memher State chould be comprehonsive, i.e. should contain at least all
‘the information 1lsted m Sc‘ledule A ennexed to the prbpoééd f@iraqﬁi_ve ;
(Arﬁlcle 57(2)) BRI

G Ghecakin_gthg_ infornetion given bx CIUTS (ﬁrt-icle 3T)

- The proposea alrec‘tlva p:-avides thgt the pro%pectus %o be puhlished ’by a o
: GIU’I‘S and any changés to rf must a:te atibmitted for prior cheé:k:mg: Yy 'l:he
compe‘ten’b author ities. Ghecking of the annual and” half-yeaz-ly reports

- ey, howevar, be carried out at & la'ber date by tnese a.uthorrbies, In

_ )oth casas, -I:he oompetent aufhomtlee hava a. perlod of one month wit}vm
.wbioh to ma}'a amr aomzents (Artlcle 37(1))

-
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The psason vhy the propoged Directive lays down different checking arronje S
" nents for the prospectus, on the one hand, end- for the periodical renorts,
on the other, is as follows:.

’ovideé'(ﬁrficie:31(2)} that the ﬁeriodicallfepofts o
very strict time-limit§ (annual report: four _ .:g':%
rts: ﬁwoimontﬁs). If these repofts héd hagd tq‘ﬁq
hecking by the competent authorities, this would have

months, halfw
subnitted for pri
neant that the time-limit for publication wduld have\héd to be longer than
those mentioned above. The prospectus is, however; a "one-of f" dooument .
which need not necess_rily he: puhllshed within extremely strict t1me-11m1ts
Buch as those laid down - for the oerlodlcal reports. A prior check by the
Aqompetentrauthorltles -of - the information contained in the prospectus is,: ' o |
therefore, possible} consequently, it should be made compulsory, particﬁlarky '
‘amthe information contained in the-?rOSpactus:is of great.impcftaqcelfor
“the poteritial investor with regard to his investment decimion. -  A ;

1. Borrdvings hy CIUTS (Artioles 41 and 70)
‘The“propoaed-iﬁréctivE Btipuiates thathIUTS’may not borrov, (with the ex-
ception, sthject to certain limits and conditions, of borrowings for the - »ii
repurchesa’ op redemption of units),for the excrcise of subécription rights | '/‘ﬁ
or, as regards investment companies, the'acquisition of buildings neoéssafy SR
for the carfying on of their activities (Article 41). It should he pointed o
out that the following are not to be cqnsidergd as borrowings within the = '\ e
meaning of this provision: - o R '
a) the openlng of a current account w1th a credlt institution on behalf
of a CIUTS, with overdraft fa0111tlea;

b) the acqulrlng by a CIUTS of the forelgn currenqy necessary to purchase
foreign securltles, whera the CIUTS lodges ag scourity for suoh a
transaction an amount, in national currency, matchlnv or excee&lng the

foreign currency acquired (back-to-back loans).




Tﬁe*baﬁ'bn‘bdrfowinq will not, however, apoty to CIUTS whose fund rules 7
* or- memorandur and artvctes of aSsociatwon 1netuded @ﬁ A Jatuspy 1&?&apTOV1-
 “gions permftting borrowing for 1nvestment purposes, and’uhich during the, :
two years preced1ng ‘this date, actually made use of these prov1sibns t'f’ S
l(Artlcle 70). Apnlicat1on of ‘this ban on- bnrrou1nqs by such CIUTS would
undulyjdisrupt their cha*actar, and also un1thalders fay have taken this
poésibil1ty of borrou1ng into consideration when making their invastment,'
Simitarly, the rule whereby all units of a CIUTS must carry'éeaétlriéﬁts"
(Art1cl°\A6) wvll not aopLy to such CIBTS since the unitholders Lending
funds”are’ subject, by virtue of their’ ten*ina, ‘to laws d1fferent frnm that
. aaplicable to ord1nary uhwtholders. ”;: T I R IR \\

4

I.&Sggggn§{6nﬁéf‘%ke'?eéUrcha§§7ni redéhgtigh o?f‘ j § (Art1cte 12)

The propased Birective prov1des that a CIUTS iy, in. cases prov1ded for
by law, fhe “fund. rutes or the memorenéum and articles of association of !
lthe Anvéstment eomnany, susvend the repurcﬁase or redemption»of 1ts unﬁts
“(Article 42(2)(a)) For instance, this might arise if the CIUTS was to -

susnend calculat1on of the list value of its units on one of the following

o PR
' e
. i = - 7

qrounds‘ f - L ;;“.;g;zgf'f'ff\

" a) the ctnsure of one or more “stock axchanges on uhwch a tarae number of :
the secur1ties held in the portfotio of the CIUTS; n

'b) 1nabi11ty of the CIHT8 tn enjoy normal dispmsa{ qf its assets on account

- of thn pnliticat economic, nititary, manetary er soc1al svtuation, or

P
w i

‘ any~other case of force ma;eure,

c) a breakdoun aof the ‘means of eommunicatian used to determine the vatue of
the assets of the CIUTS-

d): exchange pgsfbictiéns‘oi the spplication of abnormal exchange rates.



.. Income ;ecewad bx 2 cmrs (Ar'b:l.cle 44)

5

‘-The prqposed Ihrective provudes that the 1ncone recelved hy a CIUTS must

' either be distributed to unlthgaaaqns or rexnvested (urtlcle 41) "Income"

refers, in partlcular, to d;vxdends, lnterest and other financlal accruals.

K. articularlx sgébulatiéé tranaactibns ﬁhich CIUE§>éannot underfake
(Article 43) ' * : v

" The propased @ifactive préhibits CcTUTS . froﬁ carfying dut pérficﬁiafly _"
speculative transactions, such as uncovared ‘dealings in. uransferable ,:'
gecurities (Art1cle 43). The definition of transactions deemed to be par-
ticularly spcculative is the responsibility of the natlonal authorities,

‘ although ‘uncovered déallngs in transférahle seouritiesars in any aaae
snongst the. transaotions prohibited: teking into account the differences
between the . Member . States conoerning the fxnanclal market structure end
the nature of pernitied transactlons in securities, no common deflnlflon i
“of "partlcularly Speculatlve transactlons" has been 00851b1e, ‘

.o_-_-"‘---

L. Regulations éoncerning nameé-(Artiola 53): o

 Paragraphg 1 and 2 of Article 53‘of_fhe‘pr0poééd.Directive_hayq“diffarent

objectives.

_Paragraph 1 is aimed at preventlng a CIUTS falllng within the scope of
this proposed Directive from.tradlng under a name whloh mlght mlslead the
publlc. Such would he the case if, ‘for 1nstance, a unit trust investlnv
its ngsets in a very small number of countries descrlbed 1tse1f‘as a

. "world-wide unit trust”.




X

-Paraqraph 2, on tre o*her hand provides that Mcmbar Statos must prohiait
L'undertak1nqs not mﬁet1nq thé-defiﬂntaanlp#ovicad for. nn»krticte.Z{il,of the
proposed Direct1ve and rema1n1nq therefore outside it from using names -
-simitar to those ‘uséd by. undértakinqs covered by the scope of the proposed
D1rect1ve. Tbﬂ aim of th1s ban is to pnevant investors from Being misled.
'into believing that undertak1ngs not rankinq ‘as CIUTS cuvared by this ~

Directive do 1n fact enjoy th1s status. ‘ :

. M. ingncjal f§c1ljtie (Art1cte 54)

"In order that un1tholders may exercise theip finaneial pights without :
‘difficulty, the proposed Directive .provides that if a CIUTS markatsuwta un1ts
'in another Mnnber ‘State to that in which it is. s1tuated At must BOSSeSS _
fvnanc1al facilities in that other Member- State CArticle 54(2))., This. require~ -
‘ment witt normatly be compiied with ipso facto. when marketing, of .the units e
in.that’ other Fember State is carried out by a credit . instltutvon..

A

N s@ﬁhgé " Q,l’ahﬁsi- (APt c!‘(.ék _555

The prOposed Birective mentions, amongst the marketinn regulations, the
’rules governinq verinus forms of saV1ngs plan» (Article 55€¢21). It should
bz pointed out, by way of example, that the exnression "the var1ous forms
of savines ptan" covers, amongst others. .

ia) the tynvcat sav1ngs ﬁtlﬁ, .e. a contract between-tba saver and the )
formulator of the savings plan, for secur1ng, by & sinqle oayment or

S

L by recular or irrEqular paywents un1ts 1n one or more CIUTS w1th a o
i iou to achwev1nq a spec1f1c savinqs obJect1ve, o
'ﬁi‘the withdrawal plan, i.e. a nlan prov1dinq fcr the oer1odicat payment Co-
‘"‘to the subscribnr of a fixed’ amount deducted from the income from units
“and, if such income is.not sufficient, from the unvested cap1tal by
" -repurchasing units.



-;Q- ' ' . b

- 0. .Special scheme for certain ;gvestméﬁt.coﬁégpies (irticles 63 to 35) L

By virtue of. Seétioﬁ X of the proposed Iﬁrective, invéstment companies
dﬂhlﬂh'ﬂﬂrkﬁt their nnlts excluslveax through one or more off101a1 stock

, exohanges are exempt fron certaln obllgations‘ In partloular, these

e

companies are subject neither to the prcv1slons of the proposed ereotlve
oconcerning the depositary company (Artlclea 19 to 24 znclu31ve) nor to

the legal obligation to repurchase their wnits at the request of the unit B
holder (which obligation is provided for im Article 42(1)). . |

The reasdn that: it appeared useful to exempt the compenies in question o
.- ‘frém the obligation of having a deébositiry corpany like other invesiment |

' companies stems ‘from the fact that certain responsibilities applicable

--to depositary companies of invesiment companies (see Article 19) are not
“applicdble to investment companies ‘which market- their shares exclusively
through thé mediwn of ‘the stock exchange. However, the fundamental
function of the depositary company which ‘is to safeguard the assets of
the investment company, has been retained;'in this connection it is pro=- ) -

vided that the assets of these investment companies must be képt in a
special accoumt with one or more credit institutions (Article 5031) : -

In éddition;'tﬁé obiigatibn %o repurchase ie meaningless in view of the
use of this form of exclusive marketing; but, in order to pfdtect the
.aaver, the proposed Dlrectlve provides that the investment companies

concerned must 1ntervene on the market to prevent the quotatlon of their units
finons devinting. by 25 more than 5% from thelr net asset value. Nevertheless,

the competent authorlties may exempt these investment companles from 1nter~
vening on the market in exceptional clroumstances, which ought normally to

be the same as those justifying the4suspen31on of the repurchase or Tew ;
demption of units by & CIUTS (Article £4). In other words, this means that

these companies will, if need be, havelto“intervene on the stock exchange:



= %0 repurchasa their. unlts 80 that, at-aﬁy given tine,- an investor nay,

if he wishes to sell his units, cbtain a stock sxchange: pmce equal to
at least 95% of their aseet valué, ‘ N

Thhii 6w . wwsed

Tivew e At S e

- to sell their mits (or to 1ssue other units) so that, at any given time,.

an investor may, if he wishes to buy wmits, obtain a stock exthange prme

-~

equal to not more than 105% of their asset value.. - - -
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Propesal for 2 Council Pirective
for the coordinatien of .laows, regulétions and '
edministrative hrovisibns_regarding collectiyé
investment undertakings fon_ﬁranéferablevsecqrifigs“

‘THE COUNCIL OF THE EUROPEAN COHMUNITIES, o S o

Having regard to the Treaty establ%&hfng the Européan Economic Community
and in particular Article 57(2), S

Having regard to the Proposal from the Commission,
Having regard to the Opinion of the Eurcpean Parliament, , R
Having regard to the Opinion of the £conomic and Social Committee,

Yhereas under. the Treéty any discriminatory treatment based on nationality

cancerning establishment and provision of services has been prohibited

since the end of fhe transitional period; whereas the Council Directive

of 28 June 1973 concernine the abolition of restrictions on freedom of

establishﬁent and freedom te provide services in respect of self-employed

activities of banks and other financiat institutions1) regards as coming

within the scone of this prohibition the obligation for 2 company intending |
to carry on the activity of mananer or trustee of a unit trust in another ' ;
Member State to be incornorated in that State; ' o

Hhereas’the lews of the Member States relating to collective investment
undertakings differ appreciably from onc State to another, particularly as
regards the extent of the obliaations and controls which are imnosed on

these undertakings; whercas these differences disturh competitive conditions
between undértakings and'do not ensure equivaledt protection fer unitholders;

Yhereas notional laws governing investment undertakings should therafore be
coordinated with a view to approximating the conditions of competition
between these undertakinas at Community Level, and at the same time ensuring
the effective and more uniform protection4of unitholders; vhereas such
coordination would also facilitate accesé by CIUTS situated in one Member
State to activities in the other Member States;

1) 0.J. No. L 194 of 16.7.1973, p. 1/10 ' J o



: o
. whereas the attainmnnt of these objectives 1s essential for the removat

of restrvctions on the’ free circutatian of un1ts nf coltnct1Ve *nvnstnent
“undertakings in the Community and consequ ntly this coord1natinn ccmes

within the: terms of'the creation of a Eureoean cap1tal mar&et,

Whereas ta ensure- these obiectives, nrcv1ajon shouLd be mademfor common

rinimum: rulés for cottect1ve 1nvestment undertakings situated in the ‘Member ~

States conterning the1r authorisatron, SUperv1sian, structure, actiyit1es

L ARE S

und the information they must publish-'

R s

~ i

Whercas the appt1cat1on of these common rules 1s a sufficient guarantee
to collective’ investment undertak1ngs situated in a Member State to pérmit
them,: suhjact to: tﬁ@ provfs1ons retat1ng to the movement of cap1tal, tu mgrket
their un1ts “in other Member States without “these Hembnr States beinq abte 7"_” f 1
to make the undertakings or their units sub:ect to any prov1svon whetsoever e
other than marketing reoulat*nns, whereas, aevertheless, if a CIUTS markats

_"1t° urits in.e dvffbreqt Member State than th one in wh1ch it is situated .l
it mu&t‘pdﬁsess in that dther Verber State the nec*SS”rY f1nanc1al faqitit1es N

to enable unithotders in that ether Mombar State to exercise ‘their f1ﬁancaat

_r1ahts u1thout dmff1culty,

~

‘fl'.u!.l*

Uhnraa%, 26 first steo, thc ccnrdinat1on of tha taws of ! ember Statds should
be confinad to cotleetiva 1nvestment undérttk1ngs other ‘than of the "dlos d—end"
type-uhigh” {Avase maiaty in transferable securities, wbersas, nh’ acvouﬂt af the'varieus
oroblems raised hy collective 1nvestm~ﬂt undertak1ngs which do. not 1nwést

ma1nly 1n transferable securities and by thcse which. are of the closed»end type,
“these should:.be cooedinated at ‘2" Later dat o R

.-Q,.A
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' HAS 'ADOPTED' THIS DINECTIVE:



. R TN

Proposal for & Council pircctive |
for the coord1nat1on of , o
Laws, requLations and administratwve provasions
reqard1ng collective invostment undertakings
for transferabk? securities

. Segtiph 1- Geheralfﬁrovisionsiand'ffeLd'of application

A:;icle 1
1. Member States shaLt apply the orov1s1ons of this Direct1ve to -

‘ coLLect1ve investment undertak1ngs for. transferable sanuritfas("CIUTS")
‘usituated within the1r territorlas.

2; o Subject to provisions nelat1no to the movement of. cap1tal and -
to Articles 55(1) anrt 61(2) of this 01rect1ve, 2 Merber Stato -shall not

apnly any prov1s1ons whatsoever to CIUTS situated in another hember State
or to the units 1ssued by such CIUTS

3. - Member States ﬁéy apply to CIUTS situctsd within thaip tonnis torias
requirements which are str1ctar than or sdditional to these orovided in-
Articte 5 nt seo of this D1rect1ve, prov1dod that they: are of general

o aoplicat1on and do not confl1ct with the prov1siqns of this Directwve.;g, et
Articl "2 e
1. For the purposes of this Direct1ve, CIUTS aré hercby defined as

1nvestment comoanies and unit trusts:

- whose object is the coliective iﬁvestmcnt, mainly in transferable
securities and liquid assets, of canital raised by means of offers
to the oublic and whose operations are based on the principles of
spreadfng the investment risk. "Investment mainly in transferable
securities and liquid assets” is'hereby defined as the investment in




.

-

~ such® transferahte securities and liquidtassets of at least 801 of the

Ca RS

Cap1t~al rai§ed |
-, end whose units are or have been issued continuously or 1n blocks ﬁt .
short. intervals, and/or wWitl be d\rectLy or 1ndirectly repurchaSed or

= redeemed at the request of the holﬁer out of their assets.

2.7 . FoF the pqub§és.ﬁf this'birécfiﬁé'fhémfd[tduiﬁg'shafl 5}? be’ deemed
to be CIUTS: Co o B L
() closed-end investment comnanies,

(b) CIUTS whose assets are mainLy invested throuqh the medium of subsidvary :
comnanies otheru1se ‘than 1n transferab[e securities and L1qufd.assets.

PR

Ar 1c 2 3

Forvthe purposes of this bire¢t1ve, 2 CIUTS shafl be deemed to be ; _
~situated 1n the Henber Stzte wherz its management is effectlvely carr19§,gp.
‘ [t1cLe

Fop the - purnnses of ‘this. btracmive,'the fo(loﬂ1ng deffnitfons shall

4

apbl?'

. (a) 1nvc;tmﬁnt cgmganx:

1CIUT3 with a corporate structure, t.e. estabt1shad as.a _compahy;- o

(b)>un1tq;rg§¢s- ‘ .
- CIUTS w1th‘a nonacorporatﬂ structure,
'(c),managemg_g cgngang:'f'*f 4
' the company entrusted uith managinq 2 unit trUst,
(d) degog_;__x _gnganz: . _A-[' . PR R
'the comnany entrusted uith custody of the assets of a un1t trust or.
investmeht qompany,”_

NTS) fund rg;eg. S : :
' »Pli the cuntractual rutes,or*“trust rutes governfng the legal

P
Do rsl
B

N
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relationshio, within the framework of 2 unit trust, betwcen the
-Management comocny, the dennsitary company and the unitholders;

(1) unit: | . | g
any ohysical representation of dnitholders' rights in CIUTS asscts, ‘ ‘;i;
" whether such representation ‘take the form of securities issued by the ‘ w'_
CIUTS or by the rea1strat1on of the unithalders in 2 registep kept by- o 'f~]W
“the CIUTS; R . '

{a) directors: ’ _ .. . _
- persons who by virtue of the Law or the nemorandum and articles of
'associat1on represent the manaqement investnent or dooosatary company,
or who carry on their manaaement at a sen1or level-

Ch) competent authorities:
those of the Member.States in.uﬁich the CIUTS is situated.

§§§tion I - Authorisat1on of the CIUTS
r;iclg 5

1. CA_CIUTS shall not carry on activitics unless it hes been authorised
by the comoetent authorit1es. Such authorisation shall be valid for all
Member States.

2. A unit trust shall onty be autbor1seﬂ if the competent authorities
have approved the management company, the fund rules and the chotce. of '
depositary comnany. An investment company shat | only be nuthorised §f the
competent authorities have apnroved both the memorandur and articles of
association and the choico of depos1tary company.

»3. ‘ The competent authorities shall not author1se a CIUTS if the

- directors of the management company, the investment company or the

depositary company are not of good repute or are not competent to carry
out their duties. To this end, the names of the directors of the nenaqement v,
company and of the investrent company and of every nerson succeeding them




S

~

ot

An cff?ee shalt be not1fied 1nmediately to the competent authorities. The ;

'seme shalt apply to the directors of the depasitary company, unless such

notification Has.already been given. to othef ‘authorities uf ‘the Member State
in: which the CIUTS is 51tuated SRS ' e e

4L The manaqement comoany or the depositary company may not be replaced

or. tha Ffund.rules orwmemnrandum and articles of assotiatfon of the 1nvestment

company awendod,~u1thuut‘the approval of the ‘compotent autharities. ER

5. . Any amendnend of the memorandum and articles of assoc1ation of
the . management comoany shall be reported immediately to the competeat
authorit1es.. T RO A S ;;1

bligetions regapding the

Secf%on’lilu;

© Apticle 6' S o j  I TR S

For the nurposes of th1s D1rect1ve & unit trust shall be deemed Q
to 1nctuda, 1nraddftwon to the cap1t?l ra1sed by it, a maneqement camoany ‘&

" and a denosit ) comoany.

,,rArtécLe;“q" N

1. The managemant comnany shall have 1ts reqist red office in the o
ﬂ@nber'State Hhere the’ unit trust is situat d or shaLL be. estﬁblished
there 1F its registered off1ce 1s in another Mewber State.l'

2. The management campany shatL have luffigtent pa1d-up canimat to ,7‘k~wj

“enable it to carry on its business effectively and -£o ,meet, 1ts L1abilities.’

S, - . o ’ -_ ‘ . O Tl e . ¥
Artwc T B ST ‘ - o : e £

' The activities of the manaqement ccmpany shalL be Limited to ,
the manaaement of unit trusts._. - T ‘

i



i, L

R

Agticge 9

1. . The manacement- comnany shall 1nform the. compatent “authorities
of the names of all its members and of tha amounts of their respective
holdings in the company.

- 2. -Shares in the management company shall not he solé or other-
wise disposed of without the approval of the -competent organs of the"
. management company,

Article 10

1. The custody of transferable securities and licuid assots which

- form part of the assete of the unit trust éhall be the rosconsibility of
the depositary comp any which shalt hold them in a separate account. This
shall apoly also to all other asscts. of. the- unit trust whose safekeepinq s
can be physically assured by the depositary comoany.

2. - The depositary company shall, moreover, be reSpons1ble for the
follouing dut1es'

-(a) takinq all necessery measures to ensure the day-to=day adninistrat1on
of the unit trust's assets for vhose custody it is responsibley”

-

(b) tak1nq all necessary measures to ensure that the saLe, issue,. repurchase,
redemptton and cancellation of units by the unit trust is carried:
out in’ compliance w1th the law and the fund rules;

te) taking all necessary measures to ensure that the value of the units
is caleulated in comoliance with the Law and the fund rulos,

(d) carrying out the instructions of the ménaqement company relating to
the assets of the unit trust, uhtess these are not in compliance with
the law or the fund rulns, ‘ '

e) takinq all necessary measurcs to ensure that:

= the transfer of securities sold on behalf of the unit trust takes place
only on payment of their equivalent value and that such equivalent
value is deposited with it; '

Rl e e e




= payment for the sedurities purchased on behalf of the unit. t'??fh’;ﬂ;Q
is made only on tbe B1 ys1c?t trars.er cf such secur:t:es and that
the sa*tér “ba deaositﬂd wwtﬁ it to the extenn that thc1r safekeep1ng

: ‘can be physically assurnd by +t'

¥ . .
o .

3 ta kinﬂ HLF necessary, mcasuras %0 ensure that distrihmmfons are madq in
cnmwlvance with the nfocedurﬂs Laid down ¥n the fund ruteﬁ. : ‘
.a.'rti‘cte '11' :
1. . The dﬂpnsitarv cnmnany shaLt eithrr have its reg1stereﬂ nff1ce _
1n the same Member State as that wheee tha untf trust is situateﬂ or he
stabl1shed in or at least have a nlace of businzss in that fember State .”7

if it has its registered off1ce in ancther ﬁember State.

2. . The denos1tary cGMpﬂnv shatl have sufficient paid uo cénita' e
anable it to carry on its businass effectively and to meot it t1ab1l1ties.

T*e-*ewositary comrnany shalt he’ tTEble to tbﬂ ma h?ﬁ;ﬁgﬁg ééﬁp=ﬁy'
and the unitholders for all less suffered by them as a result of faiLure
to carry out or pronerty execute its duties. Liability towards. un1tho[ders -
shall be direct, or indirect- through the,managément company, depend%nq on
the. legal nature of the ralationship between the: eobsiterv corpany and
‘the unithﬂlders. Clauses in the fund rules er any cther agraemcnt aimed”

"at extluding nr rastricting such liab1l1~y shall have no effect.

-Lzlsighl? ¥ e L e P
e Th@«sﬂme company shatl not ébf~a§-mahﬁécﬁént'cbﬁhany“éﬁﬂidcpositary
- company, o | ‘ PR
‘ 2._.-. rhe manaqement company and the depos1tary ccmnany shall act, in-

A

carryinq out their. résoectave rolcs in the unit trust, in the soLe interest ‘
of th° unithnlders. _ N ey



- 4Bw

Article 16 "o 0 .
. B - . ‘r - N f
1. The ; rocedures for the *reotaccment nf the maraqnment comnany and

. the deoository conoany shaL[ be lajd doun by the law or by the. fund rules.
The law shall nrovide, 1in aﬁy event, that the competewt cuthor1t1es will
require the-replacement of the mﬂnﬂuemﬂnt company or the deohswtary company
when thesc companies are no-longer capable of carfydng out thair dutios.

Za The . Law or the fund ruleﬁ‘sbatl nrnvide renulstions to ﬂnsu;e

- the protecti01 ov thu unitholders nhere the manaqemcnt .company..or the
depositary ccmoany xs reptaced

ArtithVTS
The asscts of 2 unit trust may not be the suanct of any claim
uhatsoever by persons ather than the manaﬁement cnmpany and thﬁ un1thﬂld°rs.

In all crses claims by the'manaqennnt company or the unitholdﬁrs

may -only be satisfied frem the assets of the unit trust where there are. . o
charqes expretsly att»chfnq to these assets under the Low or the.fund rules.

[;icte 1

mbcr Statas shal{ take ‘measurcs to ensurc that the zgsats of a

oy

unit trust are protected if the management conoany or the dopoe1tary conpany;

are wound up.-»

Section 1V - Obligations regarding the structure of investment comoébﬁe§ e

- and their depositary comnanies . .
Article 17

The 1nvestment company shall have suffic1ent 1n1t1at paid up capital
to enable 1t to carrv on 1ts busine s effect1vely.}v

.

i
!
N
!
|
t



- of 2 depositary comoany which shall hold them 1n a separate eccount. Th1sz

s
St
L
By
»
2

_r;ticle 18 o o o T
' Tha! %nvéstnaﬂt coﬂsany may hot nﬁaqe i act1vﬁties athEr tkan
that referred to 1n Art1cte 2. ‘It shall be- resnonsibie for the manaqement

of its assets.~‘. R R

Artigle 19

e Tﬁe custndy of transferabte securit1es and tjuu1d assets wh1ch

form part of the assets of an invéstment camoany shall be the resoonsibility ’ | o
1A

shatl apply alsn to all other assets of the investment company whose" safe*i'"

keep1ng can be ohysicatty assureﬂ by the depositary comnany. ’ - '

2. - The depositary company shall, moreover, be respcnsible fur the

fnllousng duties: R S A _-"‘ Lo -

(a) taking atl n@sessary measures to ansure 'the Aay-te-day adrinistration
‘of the investment company s assats for uhose custady ft ‘s resoanaibte,

tb) taking atl nacessary measures to ensure that the saLe, issue, resurshase,
_ redempt1on and cancailatfan of units hy the 1nvestment company is .
‘,carr1ed out in compliance with the low ?nd with the nemorandum and
'art1ctes of asscc1ation of the investment company,

(c) takinq all necessarv measures to ensure that- o s T

- tbn transfer of securitias sold en hehslf of ths investment oonpany
takes place onty on paymegt of. the1r equ1valent-vatue and that such we
- equivalent vatue is depos1ted w:th it;. ‘

- payment for the securities purchased on behalf of the investment f__
 comany is made only. on thn phys1cal transfer of such securities and
© that the Latter be deposfted w1tﬁ 1t to the extent tha» tbe1r safe~ ’

s

keepfng can bo physichtly assured by ELY

._-"l-.

(d) tak1na att AeCessary. reasures to enSUre that distr1butinns are made in
como Liarfice with the procedures Laid down in the memnrandum and art1cles
of as$ociation of the inveStmﬁnt cdnpany‘



Argicge 20

1. dEpositary company shall either have .its. reﬂistered office
/in the same ”embar State as thet whero .th2 investment comeany is situsted,
or be established’ in or at Least have 2 place of business in that Member
State if 1t has its rec1stered office in another Momber State,

2 The denositary company shalt “have sufficient paid up. caoital to
enable 1t to carry on its bu51ness effectivelv ?nd to meet its Liabt{tties.

r;1cl° 21
1. . The depositary comany shall act, in carrying out its pale as
depositary company, in the sole interest of the unitholders,

,_.I . .

2. The depceitary company shatt be liublo to the investment company
for all loss suffered by the latter as a result of failure to carry out
or nroperly execute its dutiss. Any aorccment aimed at excluding ér
restricting;such Liability‘shall have no effect, ' '

Article 22
The same company shall not act as inveatnent cowpany and depositary
¢omnany. - e ' '

Apticle 23

1. The orocedures for the reptacement of the depositary cornany shall

" be laid down by the lew or the memorandum and erticles of association of
“the investment company. The law shall provide, in any event, that the
competent authorities will require the replacement of the dcpo*itary comnany
whgn this comnany is no lonqer capable of carrying out its duties.

2. The law or the memorandum and art1cles of association‘of the
investment Comoany ‘shalt prov1de requlations to ensure the protection
. of unitholders where the depositary company is reptaced

.




rtwcge 24
o Nember Stotes shall take measures- to ensure’ that the resets
of an investment company are’ protactad if the depasitarv cQNpany 13 wound
up. ‘

' egt;on Vo Obligationg conterging the investment ggt1cy of CI TS
Article gS ' ' : ' ‘

1. The assets of CIUTS shall exclusively cons1st of-'

- (a) transfsrable securities admitted to afficisl stnck exchanne quntation'
in a Mgmber State ar fcr which ouotation has been sought. and also .
-recently issued transferabic securities of the same tyne as those
already/adm1tted to official quotation, provided that the admission of .
the new transfer bLe sccur1t1es to off1ci 'k quatat1on 1s applicd for,'

(b).transferable sucur1ties traded on another regulated murket of a Fember ‘: 
State thch spepates. reqularly and is reconnized. and: cpen th ‘the publ1c,_

"(g)#traneferable securit:es edmittad to off1c1aL stock exch@nge cuatation

" in é non-Member 8tate or tpaded on arlother reﬂulated market of a non~

Hember State which operates reqularly and is recoqnized an4 opch to the

publ1c, provided that the cho1ce of this’ stack exchanqe or market has  ;ﬂ

beéon anproved‘by the comnetent author1t1es, e

() lwquid assets, 1ncluding debt securities which, havnnq reqard to thewr
short torm nature and to the guarnntaes attaching to them, rank- as.lvquid
’assetS. ’ = NN . . R SRS SRS e HIFER ‘Jﬁ‘- !

TR N SV R S A ) D e A T o
2. - However* » ;

(a) a CIUTS mzy 1nv~st ) maximum of 10 % of 1ts assets 0 transfor#bte o
securities other than thosc~referred to in paragraph 1: '

(b) Hember States nay nrovﬁde in thoir Le11slat1on that CIuTS mey invcst
 a maximum of 5% of their funds in assets other tRan transferabte
: seCUr1ties and t1qu1d assets.




e

Article 26 o -

1. A CIUTE shall not invest more: -than 5 7 of ite assets in transfe—
rablé securities of the same: xssuer.-__" : i ‘

2. . Member States may raieeﬁthe_limit stipulated in paragraph 1 to
© & maximum of 10 % provided that the totai'value'of the transferable
securities held by the CIUTS in 1ssuers in which it inVEsts more than 5%
of ite asaets does’ not exoeed 40 % of the value of its assets.

LS R

3. , Member States may waive apnllcation of paragraphs 1 and’ 2 in
respect of securlties igsgued or guaranteed by a Member State or its local
authorities. or in reespect of seouritles 1ssued by public internat1ona1
organisations of which one of more Member States are members, -~

Article 27 -
1, oA CIUTS shall not invest more than 10 % of its ESSetB in unite
issued by other CIUTS,

2s e Without pregudice to paragraph 1 a unit trust shall not invest .
more than 5 % of its assets in the units of other unit ‘trusts menaged by _
the same management company as its own, and in such cases charging of further
costs ‘ghall be prdhibited. ' T

3. ' S Subgect to paragraph 2, whenever a CIU”S invasts part of its o

¢

assets in the units of another CIUTSt any charg1ng of furiher costs shall

be shown in the periodlcal reporte referred to in Article 31. ' ) ‘ uﬁf

Article 8 e -

A CIUTS ghall not invest its assets in securitles of & collectlve
inveatment under%axxng not defined aa e CIUTS for the purposes of this
Directive, This rule, hoWever, shall not apply to securitles issued by a

.

closed~end investment company. - - ’ T




Article. 29 ,
i.‘ c A CIUTS shall not hold more than 5% of the securltles of the
eame ‘tvpé of an 1ssuer and shall not ‘have, in respec't of each. ma't'ter upon .

which a vote may be taken, more than 5% of’the total votes attachlng to the'
éecurlties of this iesuers | o

2. ' In eLcept1onal cases, ilenber States may author;ze the eompetent
'-authontles 4o raise '!‘.he limrts provided for in paragraph 1 toa ma.:dmrm -
Qf 10 ,Go

3  Member States may waive application of paragraphs 1 and 2

in the following ce,ses :

(a)ﬁktransferable securit;es 1ssuea or guaranteed bv a Hember %tate QT its C
-~ local authoritles or. 'tra.nsferable seca.mzt:.es usuec; bv puu}.m mter-

natlonal orga.mza‘t:.on- of which one or more’ member S'l:ate*-' are memoers -

(v) 'r'the holdmgs of a CIUIS in a company 1n00rporated in a ronw"'iembe-r State
’ ‘1nVest1n°' its assets mainly m securi‘t:,es of issuers who are na'tionals :
. of that coun'tr'v, whore, under 'the 1ega.slata.on of that countzy, such a
holding constitites for the CIUTS the only way in which it oan mvest
in the securities of issuers of that country. This waiver shall, -
however, only apolv where the company in the’ non~Member S'tate respec'l:s,
- in its 1nvestment polidy,.the limits get_in Articles 26(1) 27cansi
-29(1), Where the limits set in Articles 26(1) and 27 arc: exceéded,- .
" Article 30 shall. apply'mutatls mtandis ;3 ’ .

(¢) the holdi-ngs of .a CIUTS in su’osidie.ry compéniéslexclusively' carrying ) 7
' On the 'business of ma.nage.men‘t :.rrvestment or marketmg on behalf uf the~ .
the CIW&. .



Article 30
The limite provided for in Articles 25(2), 26(1) and (2) and SRR
- 27(1) and (2) may be exceeded on condition that any such excess stems frém
price veriations in’ fhe asgets of the CIUTS, the .exercige by the CIUTS of
gubscription rights rélating to securities making up -its asse;hs,‘ or froma | ,\;_i
contraction in size by the CIUTS, and on condition that the toal value of ,
the excess is not more t‘hanr 10 % of the value of the asgets of the CIUTS,

Se&f;gh V]'Z,'-‘Obir’i_ga,tions concern’ing info'rma.tidn‘ to he supg} ied 'io unitholders

A, Publication of a prospectus and periodical reports

pticlenn o o

1. -~ The CIUTS shall publish :

-8 nrospec'tu.s a.nd, each fmanclal year,

- @n anhuel report

‘and two half-yearly reports.,

| 2¢ The annual and half-ve’a.rly reports shall be published w:i:thin
the following limits ‘from the end of the period to which they refer

-4 morths for the a.nnual report
-2 months for the half-wvearlv renor'ts.

3. " By Way. of deroga'b:.on from paragraph 1, the cIuTs sha,ll not be
ohhged to publish the half-yearlv reporb relating to the secoud six-month -
period of the financial year if the annual report fOr that f:.na.ncxal year is’

1

published during the two month per:.od-

Article 32
1. The proapectus must contain the informetion provided for in
Schedule A annexed to this Directive.




2. " T}xb annual remort s‘*zall con‘&ain the iuforma‘bmn proviued for 1n
_;schedu.t.e B annexeﬁ 'to this Dlreo-t:.ve. ’_ s s

,3.' The half—yearly repor'l; shall eomtair the ifornation: proﬁded ‘for -
in Gha.p‘l;ers I and 11 of ‘Sehedule B annexed to this- mrective. '

- If the CIU'I‘S d:.str:.hutes dividends during the first half bf '
financial ysarj. the half-—yearlv repor‘k rvi&‘ting o ‘thc prordtd &u&rﬁg :
which this distr:.’bu‘blnn is made ghall a.lso include the information’ prova,ded
for in. Chapter III of . SOhedvle B annexed to this Directlve, concewing 'bhe
revenye aneount i‘er the nermd fcllcw.mg the peraod for Whi.ch LS mvenue
accoun‘b was 1a,st pubhshed;

Y-

Article 3 -

L v

5 PO B The fund rules or the memomdnm and articlés éf' aesocia‘hxpn

of the i veatmewl: companv shall cons‘trtute an m‘tegra.“ pa"t of 'the prospectns"‘ s B

: a.nd shall e annexed thereto.

g 2; | “‘ @he docummts mentioned in paragraph 1 need nu‘t howewr, be
"'"of'fei‘ed thev are reamly avaﬂable ‘to '!:he nublic, free of charge, a‘b t’he
plaoes men'bioned :m the nrospectus: '

Artiole Q A

‘n.

Art:l,cle 32 nahﬁths‘banding

7 (a) 'the coim:etent authorities may permrt a GIU'I'S to withholdf certain )
particulars pmvided for in Sahedules A and B annexed 'to th:.s Dzrac'bi‘ve
where ﬁuch particulars are unlikelv to a.ffect an. assessmen‘b of: the

_' ) asae‘bs, fimmcial posltmn, permrmance and prospec%a of thet mﬁeﬂa’ﬁiﬂg‘

¥
.



e | - |

. %) where the legzslation of a Hember State provides for the detailed regula~ ‘ 'if%
tion of CIUTS situated in that qtate, the competent authoritles may. permit !
such uncertakings to limit the information contained in the prospectus to - : ?

- date which ip mot regulated by lawe . o : )

, . _

kArticle 35 L 7
The easential elements of the. prospectus shall be kept up to date.
Artiue‘gs K R g e

' 1‘ Nember States ehall specify the independent persqns or the bodies whose ;::_5

duty it is to verify the financial data contained in the annual’ reportss - - a‘ff

2, Each annual report Bhall indicate preoisely the person or body whose
'dn%y it is to verifv the financial data,

Ar’ticle 1‘[

1, The CIUTS ahall subnit its prospectus and any amsndments thereto, as

well as the annual and halfbyearlJ reports, for nhecklng by the competent .
'autnorities, who have a period of one month‘wzthin which to make any comments,

The CIUTS shall tale these comments into &ccount. ‘As far as the prospectus

is concerned, this check shall be carried out prior %o publicat1on. ' | _V’i

24 The competent authorities shall ensure that the proepcctus and the reports

do not oontain any 1nformation or malke any omissions which oould mislead the
public,

Article :8‘5' .; | ; = a : | _ | o ) _15\:
1. The prospectue, the most. recent annual report and the subsequenf

half-yearly report shall be sent free of charge to the potential subscriber
when he is canvassed ‘or at his own request,

2+ Noreover, the annual and half-yearly reporte rhall be made available to R
the public, : ~ ‘ '



T B Publmation of 6'ikher‘_inf-or_rﬁa‘tibn' R REEEE S A

Article §2 R RO
_ The BIUTS ghall make public the issue, sale, repurcha«se‘ or f:edemption o
price of its units ea.ch time it issues, sells, repurchases or redeems them,
a:nd in amy eveni at 1ea,s't 'twice & mon‘l:h. The competezrt a.uthorities ma.y, _
however, permit a CIULS to reducc the frequency to once a mon‘l:‘l on condition
" {bat this does not prejudice the interests of the un;thold,gars. '

‘ 1. All publicltJ involving an inVitation to. purchase u.uits of B cmrs shall '
“indicate’” that 2 prospectus exls'l‘vs a.-nd the places where it may be obtained
bythepablics IR U e "_*ﬂ' |

2-. 'A GIIII’IS,' -and. éuch marketing srahﬁisafions and finaixcial intermé&iariés
"‘as may be concerned iL. the issue or sale of the tmi‘ts or the:l.r chstr:.but.ton B
by a stock gxcha.nge, shall not furn:Lsh a.nv information 1:.1cely -to :.nfluenoa '
. the assessmem of the units where such :,nfarmation :LS not contamed 1n the

. prospectus or the neriadwa.l remrts or is no't common !amwledge. '

 Section VII. “-‘_.Generai dbli_g@tibns of the .cms--.'__'.

1.ACIUT$ shallnot ’oorrow. e "_ L o

2 Para.graph 1 notwithstanding, Kember ﬂtates ma.y provide 'that the ¢ompeten1:f
‘ "authorines ma,,f permi‘t : SRR o '
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&) CIUTS to borrow funde up to 10 % of the value of their assets for the
repurchase or redemption of their units or for the exercise of subscrip-
tion rights, on condition that the funds borrowed are repaid within a
ghort period and are not secured by a charge on the assets of the CIUTS ;

b) investment companies to borrow funds %o acquire buildings which are -

neoessary in order to carry on their business,

Artlcle &2

l. A CIUTS éhall, at the request of the unitholder, repurchase or redeem
its unite. |

2, Paragrah 1 notwithstanding

!

a) a CIUTS mey, in cases provided sz'by the lowy the’ fund ‘rules or the
" memorandum and articles of assoclatlon Qf the investment CQMPaNY, suspend
the repurohase or redemptior of its unlts. The procedure for this suspen—
sion shall be laid down in the fund rules or in the memprandum and
articles of associat1on of the investment company §

b) the competent authorities may demand in the interest of the amitholders or
1n‘tnc*gublic dmbaresh the ausbensicn by a GIHTSmcf the repurchase or -
redemption of ite unitss : ,

3, In the cases mentioned in paragraph 2(e), the CIUTS shall inform the

competent authorities without delay of its decisions - - LT

Article 43 ' T S L

The procedurea for valuation of assets and the methods of caleulation of the'

sale or issue price and the repurchase or redemption price of the unlts
of a CIUTS shall be indicated in the fund rules or in the memoraridum and
articles of assoclation of the investment company.




e

- Article. 45

1, The income ;eceived By a CJ.U'I’S sha,ll el‘ther “e distributed to unﬂ:holders

or relnvested in accordance w:.’th regu.la‘t:.ons which sha.ll ‘be lald down in the

furd rules or in the memorandum and articles of associatzon of thé investment”

combanv. ‘

Dlstrlbutlon of ivcome shall take place at least once a vear. In the cageé
of relnvestmen‘t of 1ncome, unz.tholders shall be informed at 1eas‘t once a year

of the amoun‘l: re:.nves‘l:ea.

2. The net ga1ns reallsed from the sale of the assets of the CIUTS may be
czistr:.bxted where guch a distribution is in accordance wrth the lew and -is

provided for'bv thc fund rales oratﬁe-mbmorundum and artiélea of-&%aociaiion
of the 1nvcstment oompany.

3. Unrealised geine shall not be distributed.

Article o | ' .‘ | " -
‘Unlts of a' CIUTS- shall not be 1ssued unless the cash eaulvalent to the

net issue price is s;multaneously paid in to the funds of the CIUTS. _

This proxlezor shall rot preclude the dlstrlbutlon of bonus units. ‘ N

3

Article 46
All the units of a CIUTS shall carry equal r1ghts.

Artlcle é[

1a ,1thoux prejudice ta Article 25(1)(&), & CIUTS shall neither: grant loans

nor act as a‘guaranto

_2. By way of derogatlon from paragraph 1. NEmber States may prov1de that the
>comnetent avthorities may avtnorise a CIUTS to make loans to wdertakings

of up to 5 % of the value of its assets, provided that these are short term
loans only, This authorisation shall be given in each case, and prior to the
making of the loan. ' '

o

U e e
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Article_gﬁ
A CIUTS shall not carry out particularly speculative transactions, such as

uncovered dealiings in transferable securities.

) Articie 49 _
1. A CIUTS shall only carry outrtranaactiona in the transferablec securities

referred to in Article 25(1) which arc or shall be part of its assets on
the official market of a stock exchange or on ancther regulated market
which operates regularly and is recognised and open io the public.

2, Paragraph 1 notwithstanding, a CIUTS may carry out transactions outside
the hgrkets referred to in that paragréph if they arc carried out at a price
which is more advantageous for the unitholders thar that which could have
5een cbtained on these markets if these transections had been carried out

on thém.

3. Whefe & CIUTS carries out transactions in the securities referred 4o
ir Article 25(2), the price on the basis of which these transactions are .
carried out shall be certified by &n expert approved by the competent
suthoritiés, o o

Article H0

The following persons :

- the management compary and the depositary company ;

- the directors and staff of these companies or of the invesiment company ;

-~ pubsidiaries of the management company or depositary company ;

~ the investment advisers of-the management company, the investment

COIPENY, or the depositary company ;

Y




- any persons holding more than 10 % of the voting rights in. the management
ooﬁpanv, investm<nt company or dep031tary company,

shall rot act as a party to transactions effected on behalf of a CIUTS unlesa

such.transactlons concern transferable securitiee and are carrled out K

a)‘at g.prige,whichﬂia‘eqnal_to or’mOre advantagéous~for“the unitholﬁers than .
the price of the official quotation of a stock exchange, if the transfe-
rable securitieg involved have been admitted to~itsiquotatioﬁ H

b) at a price which is equal to or more advantageous for the unitholders than ,
that observc& on any othe* rcgulated market which operates regularly and ie
recognised and open to the public, if the transferable aeourities involved

have beer traded on this market ;

c) ot e price'calculated in accordance with regulations laid down by the-
. fund rules or the memorandum and articles of association of the lnveetment
.Comparv in the casc of trarsferab]c gecurities other than those referredto
in euLparaﬁranhs (a) and (v) §

L}

‘ d) at the iesue prlce to the pu*llc in the case of new 1ssue= in respeot of B
whith the deo051tary company acts as an 1ntermod1ary-

Article 51
A CIUTS shall place at the disposal of each.unltholder a doonment confirming

hls rights over its asscts,.

Article 52
The furd ruales or the mamoranoum and articles of assoclatlon of the investmont

company ghall indicate all the catcgories of costs chargeable to the
unltholders.

Article 53
1, The competent authorities shall ensure that the mame of a CiUTS-cannot
mislead the public.
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'2¢ Member States shall take the necessary measures in order to. prevent
undertakings which are not regarded os CIUTS ae defined in thls Directlve,
from using namcs which might lead the public to believc that thosc undcr-~
takings comc within the scope of this DnrectiVG. ‘

Section fIII - Special proviéiéns appliéable'tb‘CIUTS thch'mafket their
' unite in Member States other than those in which they are
situated .

Article 54

1. If a CIUTS intends to market its unlts in a Member State other than that
in which 1t is situated, it shall notlfy such 1ntentlon to the competent
authorities as well as the authorities of the other Fember State.

2+ In tho' cage referred to in paragraph 1, the CIUTS must posseés financial
facilities in the other Membor State through which the unitholders may.
exercise the1r rights,

Article 55 o
1. By'wa" of derogatzon from Article 1(2); a Member Siate may apply its own
marketing rcgulatlons to CIUTS situated in sther pember taters and .avketing
or.ihtending to market their unite in ite territory.

2. For the purnoses of paragraph 1, the term "marketing regulatlons"
shall cover mainly : :

a) the rules relating to entries in trade registers
b) the rules relating to sales promotion ;
¢) the rules relating to unfair competition ;

d) the rules relating to canvassing or other marketimg techniques ;

- -e) the rules governing the various forme of eavings plan.




R

3. The marketing regulatlons referred to in paragraph 1 shall be applled
in a non«ﬂiscrimlnatorv manner and must not have the effect cf imp051ng ‘
on CIUTS sltuated in the other Member tates stricter condltlons than those
arvisaged in this Dmrective. '

R rt1clo 5 ;

A CIUTS must be able to carronut the marketing of its units in & MeMber
Stete other than that in which it is situated through a sales office .
situated in that ‘Member Siate., The setting up of this office shall not. be
dependent on authorisation by the &uihor;tles of that: Meﬁbe: State, .
Article 57 ~ - )

1, If a CIUPS merkets its unite in & Member State other than that in which
it is situated, it shall- distribute in’ the cther NMember Svate, in at least
onc offlcial language of the other mebcr state, thc documemts and information
whicéh haVC to be published in the Member. State in which it 1s«situatcd, in
sccordauce with the samc procedurcs a8 thoso providud for‘in that lagt— -
mentioned state, 4

2, B wwv of. derogatlon from paragraph 1, s CIUTS g“anted.the permisszon

prov1dcd for in Article 34(b) shall, if it merkets its amitsin.am’'. ..

Member State“other ‘than thet in which it is situated, publish in this other
Member State a prospectus in accordance with Article 32(1)s

Scetion IX - Provisions concerning the competent authoritics

Art:tele ﬁ - . _
Mcmber States shall designate the competent authoritice who.are to carry out

the'duties-ccnferrcd upor. them by this Directive, They shall inform the .
Cominigsion thereéf‘indiching any division of dufies. '

P

“" . ;
ot i
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The competent authorities ehall supcrvise the activit1es throughout the
'tcrri‘bory of the Community of CI‘(JTS sl‘bua'ted. on 'thuir na‘t:.ona,l torrrtorv a.nd
shall, in particular, cnsure that the rulcs luid dawn by thls Dircctlve .
arc recspected, subjeet to the provisions of paragraph 3. ‘ ‘ N

2, The competent authorities reférred to in Articles 5, 9(1), 14(1), 42(3),
53(1), 6o(1)'and (3), 61(4), 62 and 67(3)_sha11 be government authoritieg."*

3. It recourse is had to the power provided by Article 55(1), then the
aunthorities responsible for supervasing the observancc of the marketing
regulations referred to in therein shall be those of the Member State in
which the units are marketed,

4. The competent suthorities shall be gramted all the powers, including L
i}lf ’ those of supervision, necessary to carry 6u¢ their task, In pa;ticulgr, the&
‘ghall have the power to carry out on~the-gpot investigations and to require
_ the'OIUTS-conéerned to provide any informstion or documents they mey need
in order-tb-qarry out their task.

- .rticle 59

The competent authorities of Momber States shall collaborate clogely in .
order to carry out their task and shall for this purpose communicate to
each other all information requested.

{\Q"_

Article 60

l. The competent authorities shall state the reasons for all decisions
rcfusing applications for authorisation and shall communicate these reasons

to the applicant.




. . . '

2. Member States shall prov1de & right 6f appeal to a COhrt of law against

all. PCquuls of autnor;sat1on. S
=" o

™,

3 Prov181or shall also be made for a rlght of appeal to a court of law j ' .
where an appllcutloﬁ for auu“orlsatlon which was propchV presented has noi
teen acted.npon bv the competent suthoritics within “tharee months from the

date of receipt thercof.

Article 61 ‘ o ﬁ‘ o ‘ e o

1. Member States ghall speclfy such Measurcs, 1nc1ud1ng the possiblllty of

Vﬂlthdrawal c* authorls&tion, whloh the competont authorltlcs reftﬂred %o - }
in Article 58(1) may take with regard to a CIUTS which has v1olated any Law, '
regulation or administrative provision, or the rugulatlons laid down in the v

fund rules or the memorandum and articles of association of the investment

COMPAanYy «

2. Msmbcr qtates ‘shall sp601fy such measures which the aLthertle ! cfﬁrrcd
to in Artlclc558(3, ey tzke with rogard 1o a CIUTS which has v1olatod uhe
“rules provided for in Articles 54{1) and 55(1).

3. A11 a90131oas ‘taken by the awthorities nurhuart to the precedlng
paragraphs shall state the reagons on which thcy are bascd and De communlcated
to the CIUTS,

Kember States shall prov1ae 8 rlght of anpeal to a court of 1aw agalnst -
gsuch a decisioa. “ ' ' '

4+ A1l decision§ tb withdraw authorisation shall ba communicated without

delay by the competent authorities of the Mbmbcr Stetc in which the CIUTS
in questlon is sitvated to ‘the authorﬂtles of the other Member States in ‘
whinh the ummts af this CIUTS are marketod, ' '

'

Artlcle 62

1, The winding up of & -CIUTS shall be carried out under the superv1sion of
the conpetent authorities in accordance with the rbgulatlons laid down by‘
natlonal 1eg1sletion.
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2. The competent authorities shall have Ell"tﬁé’neceeeany powers in order ;
to ensure that the interests of unitholders are protected. Without ,
prejudice to the powers conferred upon courts in such a matter, Member
States may authorile the competent authorlties to app01nt 11qu1dators or
to hame them appoznted by courts.

3. The winding up shall not be carried out in a diecriminafony manner with
regard to unitholders from other Member States,

Section X ~ Sggcific provisions relating to inves+ment'éoﬁéanies which
market their units exclusively through one or more stock
: exchggg g

g;ggclelsa

‘Invesiment companies which market their units exclusively through one or
more official stock exchanges to whose official quotation the uits are
admltted shall not be required to have a depositany company within the
mean;ng of this Directive,”

The provisions of this Directive which relate to the depositary company
and to its manegers shall not therefore apply to these companies.

Article 64

The provisiona'of*ﬂrticle 42 shall not‘apply to invesiment companies
referred to in Article 63, However, these companies shall, if neonessary,
intervene on the market to prevent the quotation of their units from
deviating by more than 5% from net asset value of such units., The

competent authorltlea may exempt these companies from this latter require-
ment in except1ona1 casee.

Article 65

1. The provisions of Articles 39 and 43 ‘shall not anply to the 1nvestment
companles referred to in Artlcle 63.
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2. The methcds of asset valuatlon,and +he mathods of caloulation of the
net asset value of tha units of the ccmnanies referred to in Arflcle 63 -
shall be set out in the meaorandhm and articles of asscglatlon of fhese
comﬁaniés. ‘The net asaet value shall Be’ estdbtished and mede nublic at
least twice a veek, and Jts calculation shall be certified as correct by

S

an 1ndgperdent audltor.

\3.' The transferable securltles and liquid assets which are part of the_
assets of the companies referred to in Article 63 shall be kept in a
special account with one or more credit institutions. This rule shall alsc
apply to.ell assets the safekaeplng of whlch can be physlcally asaured Yy
a credit institutions . ' .

Sectlon XI o Gontgct chgittee

Article 66 , |
1. A antact-cdmmittee'shall be set up at the Commission, The tasgk of
this Committee will bes ' ' ‘

_a) to fa0111ta¢e without prejudice. %o Articles 169 and 170 of the ,
‘ 'Treaiv, the harmonized 1mp1ementation of -the directlve th*ough -
; regular consultation relating in part;cular to practical problems

of implementation;

b) to facilitate consultation betwzer Member States as regards the
| stricter or supplementary reguirements on the one hand and the
merketing rules on the other hand which they are free to apply in
- accordanoe with Articles 1{3) and'55(l)'of this Directive*

‘e¢) to advisé the Comm1331on, if neuessany, on additions or amendments
to the Directive.

2, The Contac+ Committee shall be composed of representatives of tha
Member States and representatlves of the Gommissian. It shall he

‘presxded over by a representative of the Commission, The secretariat
shall be provided by the Camm1881on.
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The Committee shall be convered by the Ghairman either on his ovm,

2

1nit1at1ve or at the recuest of one of 1ts membera.

Lo

Section XIT - Trensitional EroviSioﬂs‘ défggations apd final provisions °
Artisle 67"

l. By way of derogation from Article §, Member States may authorise
management companles to imsue bearer certlficates representlng registered

secarlties of other compan;es.

24 Member States may authorise managément conipanies which; at the time
of notification of the Directive, carry on activities in addition to those
provided for in Article é, to continue those activities provided that thsy
are not of such a nature that they could prejudice the interests of
unitholders, ‘

Do e

3. If, in the case referred to in paragraph 2, the management company - ..
is a gredit institwtion or an iﬁsuranceyundertaking, it need oniy,rahh
notwithstanding Article 9(1), inform the‘competent_guthorities of the
neme of any shareholder holding a mumber of securities giving voting
rights in excg=s=of 5% of the total votes attaching to its own securities.

4. Article 9{2) shall not apply to the management companles referred to
in paragraﬂh 3.

Artlcle 68

Member States may allow CIUTS whose depositany companies do not comply
with the conditions provided for in Articles:11(1) and 20(1) at the time
of the notlfication of thisg Directive a perlod of five years from the

date of entny into force .of this Dzrectlve to comply with these conditions,

é;;iélé 69

la Member States may authorlse CIUTS which, at the time of the notifica~
tion of this. Directive;  exceed the limits laid down in Articles 26, 2T and
29, to continue exceeding these limits, provided that the total value of °

the amounts by which those limits are exceeded is not more than 10% of the
value of the assets of the CIUTS,



“)

2, The amounts referred +o in paregraph 1 by which the limits laid down
in Articles 26- and 27 may be exceeded may be 1ncreased under the oondltlons
prov1dea for in Article 30.

~ Article 70

1. Articles 41 and 46 shall not epply to CIUTS whose fund rules or
memorandum and articles of association included on 1 January 1976
provisicns. permzttlnb borrowing for investment purposes end which, durlng
the two years precedlng this date, actually made use of these provisions,

2. The posgibility of such borrowiﬁg shall be clearly indicated in the
prospectus,

3« However, the amount of the loans contracted under paragra>h 1 shall
not exceed 15% of the amount of the assets of the CIUTS,

Article 11

‘ Member States shell bring the laws, reguletiors and administretive

provisions necessery to comply with this Directive into force within a

‘5 period of 12 months from the date of its notification and shall 1nIorm

the Commission 1mnedlately thereof.

4
Article 72
Member States shall ensure that the Commiésion ig notified of the text of

essential provisions subsequently adopted under natlonal law ‘in the fields '
covered by this Directive. |

Article 73

‘This Directive is addreéssed to the Member States,
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 SCHEDULE A

INFORMATION T0 BE INCLUDED

I_THE CIUTS FPROSPECTUS
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e Infoma‘t:.on coneemmg tge degositag R%Y- m ’c trusts and

investment compa.nies

3.1 Name or style, reglstered Offl(‘e and the pr:.nc:.pal headquartera if
) thla differs:from’the rega.s-i;ered office. 2

3,2 Hater:.al pronsions of the contract with the management company or the

: imrea{:ment compan;f not arising from.the la:w, the fund rules or the
memorandum and” art:n.clea of. assoc:.ahon of the investment compa.ny, and
relevant to the unitholders. '

3.3 Main‘aétivity. Cee S

Ex_i:orma.tion concemg.g investnent advisers of unit ‘grusts a:nd
investment comggg es .

)

4.1 Nepe or style.

4.2 M'afte“x;ial provisioné of the _contracf with the mana_gement: company or the

inyestment: company which may be relevant to the unitholders.

4.3 Other significant activities,

€
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. SCHEDULE B

INFORMATION TO BE INCLUDED IN

THE PERTODICAL REPORTS




70 .-

I, Statement of agsets and liabilities

The following items shall be ghown separatelys
a) transferable securities,

Particulars of transferdble securities must be given in the fqrm of

- & table with a separate line for each different type of security.
Transferable securities must also be analysed according to one or
more of the following criterias

- nature of the security (shares, bonds or debentures, convertible
‘bonds, etc.); "

~ location (country of issuer, country of quotation, etc.);
=~ goonomio secfor; B

—- CUrTency.

For each security mentioned above the following shall be stated:

- number or tatal nominal value;

~ total value determined in accordance with the valuation rvles laid
down by the law, the fund rules or the memorandum and articles of
association of the investment company. The total value shail be
expressed in the currency of the CIUTS; |

-~ proportion in relation to the total assets of the CIUTS.

b) Deposits with banking institutions.

¢) Dividends and interest receivable, where not already included in the
valuation of asgets under &), b) and e).

d) Other amounts receivable.

e) Other assets,

The following particulars shall be given for each asset:



.7l -

= description and value;

- proportion in~relatidﬁ %o the totsl assets of the’ CTUIS, |

f) Loans obtalned 1ndlcat1ng the purpose, the currency of the loan,
the rate of interest and the term.

&) Other amounts payables

h) Value of net assets.

1) The number of wnits in circulation.

I1I. Notes on the gtatement of sssets and lisbilities
a) Transfer&ble-sedurities not admitted to an official stock exchange
quotation shall be identified as such, '

b) Where the price used for transferable securities is not en offlc;al
‘. quotation, the market referred to or the valuztion crlterla used ‘
shall be speoified.

c) Where the free negotiability of securities is restricted by
. statutéry or contractual requivements, this shall be stated, and
the valuation criteria used shall be indicated.

d) Contingent tax liabilities, particularly those relating to capital
. gains, shall be menftioned, indicating how far these taxes have been
" faken into account in determining the positfion of the CIUTS,

e) Transactions in progress { such as ednﬂifibnal 6perations)‘on ‘the
dgxe when the. statement of assets end liabilities of the CIUTS is .
drawm up which are relevant from the point of view of assets ghall -
.“be shown, ‘ )



f) Amounts to be received or to be paid by the CIDTS under the heading
of forward exchange transactions in.progress on the date when the
statement of assets and liabilities of the CIUTS is established
shall be listed by foreign currency; these amounts shall be
expressed in the relevant ‘foréign currency with indication of
their equivalent in the currency of the Member State where the
CIUTS is situated. Foreign currency means currencies other than
those in which the CIUTS accounts are kepts

II1, Revenue account for the reference period

The following items shall be shown separately:
a) Dividends on gharess
'-'-in'cash; B . s
- in securities, where such dividends are considered as income.
. b) Interest on bonds (including lottery draws and premiums),

c) Dther income (including subscription rights, bonus issues and
warrants).

_d) Appreciation in value where this appears in the revenue accounmt.

e) Balance of the reverue equalisation account, if such an accounting
system is used.

‘:E“) Marwgement cbs{svwheré” jhhesg .‘ap'pea.r in +he reQenue accou._nt.

g) Custody charges where these eppear in the revenue account.

h) Financial cherges and, in particular, interest paid on loans,

i) i)epredia'!;ion iﬁ vaiue where this .a‘.ppearg; in the ‘revenue aécomt.

j) Taxes.

k) Net amount of reverme,




. Items f) a.nd g) shall be a.prortloned :.f -these costs are irrrciced
"separately, accordmg 'I;o nature or according to persons malr:.ng -bhe
~ charge. An apportionuaent shall not be recpnred wbe‘n; ,the. CIUTS pays
| only lump sums to those persons. .. o h

iv., M | eé,, in oagi_ta{‘l a.-cclro;xit v_ duxzing_the reférénce pe ;-iod. .
. The following it.ems shall be shown‘ peparatelys
a) Value of he_{ nssets at the beginning. of the period,
lb_) Capital movements ’by'way of sale or issue of units and repurchase
or redemption of units. ' ‘ :
c) Management costs where these appear in the capital ‘a.c;coqn'b.

d) Custody charges where these a.ppear in the capital account. -

e) Apprec:.a‘tion or depreciation in capital va.lue gince. the beg:.rmmg
of the perlod.

f) Value of the nei }asée-ts at the end of the period,

Ttems o) and d) shall be apportioned, if these costs are invoiced
separately, according to pature or according to persons making the
charge, An apportiovment shall not be required when the CIUTS pays
‘only lump sums to those persons.

V. Transactions carried out during the ;-efefence_ pe;-iodl)
The follow:.ng transactions sha.ll be showns
"a) Sales and pureheses of transferabls securities durmg the reference
period ghall be shown in terms of number or total nominal value,

Where transections are not the result of a decision of the CIUTS
(for example scrip issues) these shall be shown separately.

)'I'h:.s informs.tion shall not be required to be incluﬂed in the annual
report if it has been published in the half-yearly report.



w

£

=T -

.b) For each secunty reuarred to in paragraph I(e) tbe gross sale or

pm‘chase Jprice.

B, A Ek

e P
R H .

c) Transactions referred to in ‘paragraph II(e) which have been
settled during the period, unless they have given rise to a gale
or pu:chasé. included in the -statement referred ta at (a) above,
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