INVESTMENT SERVICES ACT (CONTRACTUAL FUNDYS) [S.L.370.16

SUBSIDIARY LEGISLATION 370.16

INVESTMENT SERVICES ACT
(CONTRACTUAL FUNDS) REGULATIONS

7th January, 2011

LEGAL NOTICE 3 of 2011.

1. The title of these regulations is tligvestment Services Citation.
Act (Contractual Funds) Regulations.

2. (1) In these regulations, unless the context oths&winterpretation.
requires:

"the Act" means the Investment Services Act; Cap. 370.

"contractual fund" shall have the meaning assigbedt in
regulation 3;

"deed of constitution” means the contract under etha
contractual fund is constituted;

"custodian" means the person responsible for tHeksgeping
and custody of the assets of the contractual furdifar carrying
out such duties specified in Investment ServiceteRussued by
the competent authority or in the contractual funticence
conditions;

"currency” means, in addition to the Euro, any certible
currency in terms of article 186 of the Companieg;A Cap. 386.

"fractional unit" means a fraction of a whole uimmitany class of
units issued by the contractual fund;

"management company"” or "manager" means the person
responsible for the proper administration and mamagnt of the
contractual fund, the general supervision of thatcactual fund’s
affairs and for carrying out such duties specifiadnvestment
Services Rules issued by the competent authoritysopart of the
contractual fund’s licence conditions;

"multi class scheme" means a scheme falling withimterms of
regulation 11;

"multi fund scheme" means a scheme falling withie terms of
regulation 13;

"Special Investment Vehicle" or "SIV" means a comga
established in accordance with regulation 4;

"sub-fund" means a separate portfolio of assetslatilities
maintained by a contractual fund in accordance \itshdeed of
constitution;

"unit-holder” means the holder of one or more undfsa
contractual fund and references to a unit holdersuth a
contractual fund shall be construed accordingly.

(2) Words and expressions which are also used irAtiteshall
have the same meaning as in the Act.
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3. (1) A contractual fund is a collective investmenhame
within the meaning of article 2 of the Act, estalbled by means of
a deed of constitution entered into for such puepog the manager
and the custodian of such a collective investmehtesne, under
which the unit holders participate and share inpheperty of the
collective investment scheme as evidenced by us#igsed by the
manager in terms of regulation 8.

(2) A contractual fund shall not have legal persdgahnd its
property shall be represented by freely transferainlits.

(3) A contractual fund may be constituted by a paldeed or
by private writing.

(4) A contractual fund may be established eitheraasopen
ended collective investment scheme or as a cloedddcollective
investment scheme.

(5) The provisions of the deed of constitution of@ntractual
fund shall be binding on the unit holders as if Bypersons had
been party to the deed.

(6) The liabilities of a unit holder in a contractdand shall be
limited to the amount agreed to be contributed tg tinit holder
for the subscription of units therein.

(7) A contractual fund, whose deed of constitutisnentered
into by a manager and custodian in terms of thegelations, shall
be deemed to be domiciled in Malta and shall bgesuthio the laws
of Malta.

4. (1) A contractual fund set up in terms of these tatjans
may establish a company, formed and constituteceutite laws of
Malta, to act as a Special Investment Vehicle far $ole purpose of
investing and holding assets on behalf of the fimdccordance
with the fund’s deed of constitution and prospectus

(2) A Special Investment Vehicle established in terrof
subregulation (1) shall be licensed and regulatedhle competent
authority under the same licence of the contractiiaid
establishing it in terms of article 4 of the Acthd@ Special
Investment Vehicle shall accordingly be subjectitat contractual
fund’s licence conditions as well as to any otheemce conditions
that may be made specifically applicable to tha¢Sal Investment
Vehicle.

(3) The competent authority may, following advance
notification to the contractual fund or to the Sadnvestment
Vehicle, vary or revoke any licence condition orpiose any new
condition or conditions as it may deem appropriate.

(4) Where the competent authority suspends or caneel
licence of a contractual fund in accordance wita plrovisions of
the Act, such suspension or cancellation shall mxte a Special
Investment Vehicle established by that contractiuadd. The
competent authority may however make specific psoons
regulating the Special Investment Vehicle in theseumstances.

(5) Any act or omission by the Special Investmentidée
which, had it been made by the contractual funduldohave
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amounted to a breach of a licence condition thay resad to
suspension or cancellation of the licence of thaetcactual fund
under the Act, may be considered by the competetitoaity as if it
had been made by the contractual fund and may teathe
suspension or cancellation of the licence of thattactual fund.

(6) For the better carrying out of the provisions thfese
regulations the competent authority may, from titndime, issue
and publish Investment Services Rules which shalbmding on
contractual funds Special Investment Vehicles ang ather
persons as may be specified therein.

5. (1) The deed of constitution of a contractual fulbsld Contents of deed of
specify whether the fund is being established akaed ended or constitution.
open ended collective investment scheme and shalligee for the
following:

(a) the name of the contractual fund;
(b) the duration, if any, of the contractual fund;

(c) the name of the management company and of the
custodian;

(d) the investment policy of the contractual fund;

(e) the distribution policy, if any, of the income dlie
contractual fund;

(f) the remuneration and expenditure which the
management company is empowered to charge the
fund and the method of -calculation of such
remuneration;

(g) the date of the closing of the accounts of thedfun

(h) the dissolution of the contractual fund, without
prejudice to the requirements set out in regulagién

(i) the procedure for the amendment to the deed of
constitution;

(j) the procedure for the removal and replacementef t
manager and the custodian of the contractual fund;

(k) the procedure for the issue of units to particigan

() the minimum percentage of holding required to
requisition a meeting in terms of regulation 20;

(m) the procedure for the redemption of units and the
conditions under which redemptions may be carried
out or suspended;

(n) the method of valuation of the contractual fund’s
assets;

(o) the law governing the contractual fund;

(p) any other matter which the competent authority may
by Investment Services Rules published for this
purpose, require.

(2) Where the use of a Special Investment Vehickenigisaged,
the deed of constitution and the offering memoramdaf a
contractual fund must clearly indicate the intentitm establish
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such a vehicle, and any reports prepared by théraotual fund
shall include such information on its Special Invesnt Vehicle as
the competent authority or any applicable Investm@ervices
Rules issued under the Act may require.

6. (1) The deed of constitution shall comply with the
requirements of these regulations and any appledabvestment
Services Rules, and shall be submitted to the ceempeauthority
for approval prior to its signature.

(2) Upon approval of the terms of the deed of cdnttin by
the competent authority, a certified true copy #arshall be
submitted to the competent authority.

(8) The aforesaid submission shall be made by theager or
the custodian or their authorised agents.

(4) The competent authority shall publish a copyhe deed of
constitution of a contractual fund licensed in teraf the Act on its
website.

7. (1) Where a contractual fund is required to issue a
prospectus, it shall submit a draft copy thereothie competent
authority for its approval prior to the issue ofetliorm of
application for the subscription of units in thentmctual fund.

(2) Upon approval, a signed copy of the prospectfigshe
contractual fund shall be submitted to the compttarthority.
Such copy shall be signed by at least two persaoihsauthorised in
writing by the Board of Directors of the managemeampany of
the contractual fund.

(3) A certified true copy of the contractual fundisospectus
may be submitted to the competent authority in leéuhe signed
copy indicated in subregulation (2).

(4) The competent authority shall publish a copy the
prospectus of a contractual fund licensed in teofnthe Act on its
website.

8. (1) The management company of a contractual fundl sha
issue registered certificates or contract notesaggnting written
confirmation of entry in the register of units.

(2) Certificates issued in accordance with subretjora (1)
shall be signed by the management company and égubktodian
of the contractual fund.

9. (1) A contractual fund, may, if so authorised bydeed of
constitution, issue fractional units up to such memof decimal
places, not being less than three, as shall beifépédn the said
deed and under such terms and conditions as magpbeified
therein.

(2) Fractional units shall be automatically consatetl into a
whole unit when the fractional units held by oneitumolder
become equal to a whole unit.

10. (1) The property of a contractual fund and of eatht®
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sub-funds, if any, shall constitute a separateimatny and shall be
separate and distinct from the property of its Umitders, manager
and custodian.

(2) The creditors of the unit holders in a contrattiund, or of
the manager or of the custodian thereof, may ndomee their
rights on the property of the contractual fund.

11. (1) A contractual fund may be constituted as a meliss Mulii class
scheme if, in terms of its deed of constitutiong tmits which are schemes.
issued by its management company are capable ofgbaivided
into different classes of units not constitutingiatinct sub-fund.

(2) A multi class contractual fund may, with the ten
approval of the competent authority, issue a neas<lor classes of
units. Such class or classes of units shall notstitute a distinct
sub-fund or sub-funds of the contractual fund.

(3) Each class of shares in a multi class contrddwad may
be denominated in a different currency providedtthalass of
units may be denominated only in one currency.

(4) A multi class contractual fund may not elect ftre
segregation of any of its assets and liabilities.

12. (1) A multi class scheme having its units denomidaite Accounts of muli
different currencies shall draw up its annual actsun any one of class schemes.
such currencies.

(2) The provision of subregulation (1) shatutatis mutandis
apply to the drawing up of any other reports oafinial statements
which may be required by the competent authority.

(3) For the purposes of subregulations (1) and (&
conversion from the base currency of a class otaimto the
currency in which the annual accounts of the melss scheme are
to be drawn up shall be in accordance with gengrallicepted
accounting principles.

13. (1) A contractual fund may be constituted as a mfwltid Multi fund
scheme where, in terms of its deed of constitutitsnproperty is or Schemes.
is capable of being divided into different grougauaits where one
group would constitute a distinct sub-fund of tlemtractual fund.

(2) A multi fund scheme may, with the written appabwof the
competent authority, create and issue a new grdumits which
may constitute a new sub-fund or be comprised nexisting sub-
fund of the contractual fund.

(3) A group of units constituting a sub-fund in a Ithiclass
scheme fund may be denominated in a different auwyerovided
that a group of units may be denominated in onlg oarrency.

(4) For the purposes of this regulation, a "sub-fumeans the
distinct group of units constituting that sub-fuimda multi class
scheme to which are allocated assets and liabslidlistinct from
other assets and liabilities allocated to the oth&r-funds in the
same contractual fund.
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14. (1) A contractual fund having its units denominatied
different currencies shall draw up its annual acteun any one of
such currencies.

(2) The manager of a contractual fund shall maintaiaper
accounting records of the assets and liabilitiegath sub-fund in
the base currency of any group of units constimtimat sub-fund.

(3) The provisions of subregulation (1) shallitatis mutandis
apply to the drawing up of any other reports oafinial statements
which may be required by the competent authorittdémnms of
Investment Services Rules issued for this purpose.

(4) For the purposes of subregulations (1) and (e
conversion from the base currency of a group oftaimto the
currency in which the annual accounts of the unbrgind are to
be drawn up shall be in accordance with generaldgepted
accounting principles.

15. (1) A multi fund scheme may, in terms of its deed of
constitution, have the assets and liabilities afreaub-fund treated
for all intents and purposes of law as a patrimsegarate from the
assets and liabilities of each other sub-fund of thulti fund
scheme. Where a multi fund scheme is so constitutesl assets
and liabilities of each sub-fund shall, for allemts and purposes of
law, be deemed to constitute a patrimony separat® the assets
and liabilities of each other sub-fund of such dtimund scheme.

(2) Subregulation (1) shall not apply to such prdjmor of the
liabilities of a multi fund scheme which, by virtuwd the deed of
constitution of such a scheme, or by virtue of thens of issue of
the units constituting a sub-fund are, or are taakteibutable to,
one or more sub-funds in the proportion establistiedein.

(3) The liabilities incurred in respect of each dubd shall be
paid out of the assets forming part of its patrijgoand the
creditors in respect thereof shall have no clainright of action
against the other assets forming part of the nfuhd scheme, and
proceedings against the management company orusi®dian in
relation to the multi fund scheme shall respectldggal status of
each sub-fund as a patrimony separate from the tassed
liabilities of each other sub-fund of the multi fllscheme, in terms
of this regulation.

"Proceedings” in this regulation shall mean thecpdures which
must be followed in respect of the dissolution &mel liquidation of
the common fund in terms of regulation 21.

(4) The management company of a contractual fundl slodd
or cause to be held such separate records, accatatements and
other documents as may be necessary to evidendatikties and
assets of each sub-fund as distinct and separaite thie assets and
liabilities of other sub-funds in the same multhtuscheme.

16. Unless the context otherwise requires and unlelssrotise
provided in Investment Services Rules issued bydbmpetent
authority applying specifically to contractual fusdany rules and
regulations applicable in general to collectivee@stment schemes
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and their managers and custodians, shall also ajpptpntractual
funds, their managers and custodians.

17. A contractual fund shall keep proper books of actsw@and Accounting
shall be required to submit to the competent altidts annual requirements.
accounts and any other financial statements and atier
regulatory returns in terms of the Investment SegsiRules.

18. The duties of the management company or of theoclish Cessation of
in respect of a contractual fund shall cease: duties.

(a) upon the voluntary withdrawal of the management
company, provided that the competent authority has
approved such withdrawal;

(b) upon the voluntary withdrawal of the custodianadr
its removal by the management company;

(c) where the competent authority cancels the licence
issued to the management company or to the
custodian;

(d) where the competent authority removes the
management company or the custodian or suspends
their appointment;

(e) where the authorisation of the management company
or of the custodian is withdrawn;

(f) where the management company or the custodian has
been declared bankrupt, has entered into a comgemi
with creditors, has obtained a suspension of paymen
or has been dissolved;

(g) in other cases provided for in the deed of conttn:

Provided that when the functions of a manager oa ofistodian
of a contractual fund cease in terms of this regoiha

(i) the custodian or manager must be replaced
within two months of its removal or such longer
period as may be authorized in writing by the
competent authority; and

(i) during the intervening period, the custodian or
the manager, whichever remains in office, shall
take all necessary steps for safeguarding the
interests of unit holders.

19. Decisions affecting the rights of unit holders dhm taken Decisions.
by the manager of the contractual fund in agreemeith the
custodian of such fund.

20. Unit holders in a contractual fund may requestwhiting, Meetings of unit
the management company to convene a meeting farhohders to holders.
vote on certain issues as may be determined bydeed of
constitution of such fund.
21. (1) A contractual fund shall be dissolved: Dissolution of a
. . . . contractual fund.
(a) upon the expiry of the period, if any, fixed byetbeed
of constitution of the said contractual fund;

(b) in the event of bankruptcy or cessation of dubgghe
management company or by the custodian, if these ar
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not replaced within two months;

(c) with the consent of the unit holders in the cootual
fund as may be specified in the deed of constitytio

(d) in other circumstances as indicated in the deed of
constitution.

(2) Notice of the dissolution shall be published hitit delay,
and in any event within seven working days from évent giving
rise to the dissolution, by the management companyhe
custodian, in a newspaper in circulation in Maltadefault, such
notice shall be published by the competent auth@itthe expense
of the contractual fund.

(3) As soon as the event giving rise to the dissofubof the
contractual fund occurs, the issue of units shallpbohibited, on
penalty of nullity. The redemption of units, wheapplicable, shall
remain possible, provided the equal treatment af bolders is
ensured.

Inapplicability of 22. (1) The provisions of Title V of Part | of Book Seud of

té‘:pcli‘é” Code. the Civil Code shall not apply to property helddrcontractual
" fund.

(2) The provisions of Title Il of the Second Schéato the
Civil Code shall not apply to contractual funds.



