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m FINANCIAL SERVICES

Ordinance on Banks and Savings Banks 952.02

(Banking Ordinance, BO)

of 30 April 2014 (status as at 1 January 2020)

The Swiss Federal Council,
based on the Swiss Federal Act on Banks and Savings Banks of 8 November 1934 (BA)?,
decrees:

Chapter 1: General Provisions
ARTICLE 12 Subject matter
This Ordinance shall specifically govern:
a. for banks and persons as defined in Article 1b BA:
1. the requirements for obtaining a license to operate,
2. organizational requirements,
3. accounting requirements;
b. for banks:
1. the depositor protection scheme,
2. the transfer and liquidation of dormant assets;

c. for systemically important banks: the contingency planning applicable and the improvement of
their recovery and resolution.

ARTICLE 2 Banks
(Article 1(1) BA)

2 The Swiss Financial Market Supervisory Authority (FINMA) shall classify banks into the categories
as per Annex 3 based on the following criteria:*

a. Total assets;

SR 952.0

Version according to Section | of the Ordinance of 30 November 2018, in force since 1 January 2019 (AS 2018 5229).
Repealed by Section | of the Ordinance of 30 November 2018, with effect from 1 January 2019 (AS 2018 5229).
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b. Assets under management;
c. Privileged deposits;
d. Minimum capital requirements.®

3 A bank shall be classified in the category in which it fulfills at least three criteria.®

ARTICLE 3 Non-banks
(Article 1(2) BA)

Corporations and institutions under public law as well as savings institutes for which such a corporation
or institution is fully liable are not considered to be banks or persons as defined in Article 1b BA’, even if
they also accept deposits from the public on a commercial basis.

ARTICLE 3a® Significant group companies
(Article 2bis BA)

The functions of a group company shall be significant for any activities subject to licensing if these are
necessary for the continuation of important business processes, i.e. in the areas of liquidity management,
treasury, risk management, management of master data and accounting, human resources, IT, trading
and settlement as well as legal and compliance.

ARTICLE 4 Financial sector
(Article 3c(1)(b) BA)

1 The following shall be deemed to be active in the financial sector:
a. institutions who provide or broker financial services, in particular those that operate the depos-
its and credit business, securities trading and the investment business for themselves or for

third parties;

b. those that own qualifying equity interests in companies mainly active in the financial sector
(holding companies); or

c.? is a significant group company as per Article 3a.

2 Being active as an insurance company (insurance sector) shall be considered to be an activity
equal to that of the financial sector, provided this Ordinance or the Capital Adequacy Ordinance of

5 Inserted according to Enclosure Sect. 1 of the Ordinance of 11 May 2016, in force since 1 July 2016 (AS 2016 1725).

6 Inserted according to Enclosure Sect. 1 of the Ordinance of 11 May 2016, in force since 1 July 2016 (AS 2016 1725).

7 Term according to Section | of the Ordinance of 30 November 2018, in force since 1 January 2019 (AS 2018 5229). This
amendment has been taken into account throughout the entire enactment.

8 Version according to Annex 1 Section 11 Financial Market Infrastructure Ordinance dated 25 November 2015, in force since
1 January 2016 (AS 2015 5413).

9 Inserted with Sect. lll of the Ordinance of 21 November 2018, in force since 1 January 2019.[AS 2018 5241]
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1 June 20120 (CAO) does not provide for any deviating provisions for these companies.

ARTICLE 5 Deposits from the public
(Article 1(2) BA)

1 Deposits from the public shall be considered to be liabilities owed to clients, with the exception of
the ones stated in (2) and (3).

2 The following are not considered to be deposits from the public:
a. deposits of domestic and foreign banks or other enterprises under state oversight;
b. deposits of shareholders or partners holding qualifying equity interests in the relevant debtor;
c. deposits of persons who are connected to those in (b), either economically or as relatives;
d. deposits of institutional investors with professional treasury departments;
e. deposits of active or retired employees who hold deposits with their employers; or
f.  deposits at associations, foundations or co-operatives, provided these:
1. are not involved in the financial sector,

2. were created for the sustenance of an idealistic cause, and which strictly use the deposits
garnered for this cause; and

3. for which the terms of the deposits last at least six months.
3 The following are not considered to be deposits:

a. funds provided in consideration of a contract for the transfer of property or of a service agree-
ment or funds which are transferred as a security;

b."" bonds and other debt instruments that are standardized and issued en masse or non-certificated rights
with a similar function (book-entry securities) if the creditors are informed of the following in one of the
forms stated in Article 64(3) Financial Services Act of 15 June 20182 at the time of the offer:

1. the name, the domicile and a brief description of the purpose of the issuer,

2. the interest rate, the issue price, subscription period, the date of payment, the time to
maturity and redemption conditions,

0 SR 952.03

" Version according to Annex 11 Sect. 2 of the Financial Services Act of 6 November 2019 in force since 1 January 2020
(AS 2019 4459).

2 SR 950.1
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3. the last annual financial statements and consolidated financial statements with the audit
report and if the balance sheet date is older than 6 months, the interim financial state-
ments, if available, of the issuer and the guarantor,

4. the collateral provided,

5. the representation of the bondholders, provided this is included in the investment
requirements;

¢.'8 credit balances on client accounts of securities dealers, precious metal traders, asset manag-
ers or any similar enterprises which solely serve the purpose of settling client transactions,
provided that:

1. no interest is paid on them, and

2. they are not client accounts of securities dealers, i.e. their settlement takes place within
60 days;

d. funds where the acceptance is inseparably linked to life insurance contracts, occupational bene-
fit plans or other benefit plans governed by Article 82 of the Swiss federal law of 25 June 19824

on Occupational Old-age, Survivors’ and Disability Benefit Plans;

e. funds that are added in small amounts to a means of payment or payment system and which
only serve to settle future deliveries of goods or services and for which no interest is paid;

f.  cash where the repayment and interest to be paid is guaranteed by a bank (default guarantee).
ARTICLE 6" Commercial nature
1 An institution or person shall be deemed to act in a commercial capacity as per the BA if it accepts
on an ongoing basis more than 20 deposits from the public or recommends itself publicly to accept

deposits from the public, even if upon doing so, fewer than 20 deposits result.

2 Anyone continuously accepting 20 deposits from the public or recommending itself to accept depos-
its from the public shall not be deemed to be acting in a commercial capacity, if they:

a. Accept deposits from the public of no more than 1 million Swiss francs in total,
b. Do not engage in the interest margin business; and

c. Inform depositors, in writing or in another way that provides for a record in text form, prior to
such depositors making the deposit, that:

3 Version according to Section | of the Ordinance of 5 July 2017, in force since 1 August 2017 (AS 2017 3823).
4 SR 831.40
15 Version according to Section | of the Ordinance of 5 July 2017, in force since 1 August 2017 (AS 2017 3823).
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1. they are not supervised by FINMA; and

2. the deposit is not covered by any depositor protection scheme.®

4 If the threshold set forth in (2)(a) is exceeded, FINMA must be notified within 10 days and a license
application in accordance with the BA shall be submitted within 30 days. FINMA may, if this is
required for protective purposes in accordance with the Banking Act, forbid the applicant to accept
any further deposits from the public until the decision on the license application has been taken.

ARTICLE 7 Advertising
(Articles 1(2) and 6a(3) BA)

Whoever is prohibited from commercially accepting deposits from the public may under no circumstances
advertise to offer this service.

ARTICLE 7a'® Duties of disclosure for persons pursuant to Article 1b BA
(Article 1b BA)

1 Persons as defined in Article 1b BA shall inform their customers in writing or in another form that
enables a paper trail of the information:

a. Of their business model, their services and the risks related to the technologies used,

b. That deposits from the public are not under a depositor protection scheme in accordance with
Section XIII of the Banking Act.

2 Customers shall be informed in such a way that they have enough time to understand the informa-
tion provided before signing the contract.

3 The information on the risks as per (1)(a) as well as the non-existence of a depositor protection
scheme in accordance with (1)(b) may not be mentioned exclusively in the general terms and
conditions.

4 If information is provided electronically, persons as defined in Article 1b BA shall ensure that these
can be queried and downloaded at all times, and that they are recorded on a durable medium.

5 A durable medium shall be paper and any other medium that enables the storing and unaltered
reproduction of information.

16 Version according to Section | of the Ordinance of 30 November 2018 May 2018, in force since 1 April 2019
7" Repealed by Section | of the Ordinance of 30 November 2018, with effect from 1 April 2019 (AS 2018 5229).
8 |nserted by Section | of the Ordinance of 30 November 2018, in force since 1 January 2019 (AS 2018 5229).
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Chapter 2: Licensing

Section 1: Information required on persons and
holders of equity interests in the license
application and change of circumstances’®

ARTICLE 8 Information required on persons and holders of equity interests
(Articles 1b and 3(2)(c) and (c"s), (5) and (6) BA)20

1 An application for a license to incorporate a new bank or a person in accordance with Article 1b BA
shall provide the following information and documents on the persons entrusted with its admin-
istration and management (Article 3(2)(c) BA) as well as its holders of qualifying equity interests
(Article 3(2)(cbis) BA):

a. natural persons:

1. information on their nationality, domicile, qualifying equity interests in other companies and
pending legal and administrative proceedings,

2. asigned curriculum vitae of the person in question,
3. references,
4. an extract from the criminal records register;
b. forlegal entities:
1. the articles of incorporation,
2. an extract from the commercial register or an attestation to this effect,

3. adescription of the business activities, the financial situation and, if applicable, the group’s
structure,

4. information on closed and pending legal and administrative proceedings.
2 Persons holding a qualifying equity interest must make a declaration to FINMA stating whether they

hold the equity interest in question for their own account or on a fiduciary basis for a third party, and
whether they have granted options or similar rights with respect to this equity interest.

19 Version according to Section | of the Ordinance of 30 November 2018, in force since 1 January 2019 (AS 2018 5229)
20 Version according to Section | of the Ordinance of 30 November 2018, in force since 1 January 2019 (AS 2018 5229).
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ARTICLE 8a?" Change of circumstances
(Articles 1b and 3(1), (2) and (3) BA)

1 Banks and persons as defined in Article 1b BA shall notify FINMA of any changes to circumstances
on which the license is based.

2 If the changes are of high importance, FINMA's approval must be obtained before continuing the
activity.

Section 2: Organization of banks??

ARTICLE 9 Business areas
(Article 3(2)(a) BA)

1 The bank must circumscribe in detail its business area(s) in its articles of incorporation, the part-
nership agreements or regulations. The description must remain objective and exactly define the
geographical scope of its activities.?3

2 Business area(s) and geographical scope shall correspond to the bank's financial capacities as well
as to its board and management organization.

ARTICLE 10 Bank management
(Article 3(2)(d) BA)

Factually, the bank shall be managed from Switzerland. The only aspects that are excepted from this rule
shall be general directives and decisions taken in regard to the group’s supervision, provided the bank is
part of a group active in the financial sector, which is subject to adequate supervision by a foreign super-
visory authority.

ARTICLE 11  Governing bodies
(Article 3(2)(a) BA)

1 Should the company’s purpose or volume of business call for a special governing body for its guid-
ance, supervision and control, this body shall consist of at least three members.

2 None of the members of the governing body for its guidance, supervision and control are allowed to
be a member of the bank’s management.

3 In specific cases, FINMA may grant a conditional exception to a bank.

)

T Inserted by Section | of the Ordinance of 30 November 2018, in force since 1 January 2019 (AS 2018 5229).

22 Version according to Section | of the Ordinance of 30 November 2018, in force since 1 January 2019 (AS 2018 5229).

23 \ersion according to Annex 1 Section 11 Financial Market Infrastructure Ordinance dated 25 November 2015, in force since
1 January 2016 (AS 2015 5413).
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ARTICLE 12 Segregation of functions and risk management

Qbis

(Articles 3(2)(a), 3f and 3g BA)?*

The bank shall implement an effective segregation between its credit business, trading desk, asset
management and settlement within the bank. Depending on the case on hand and if justified, FIN-
MA may either grant exceptions or demand a segregation of duties that goes further than described
above.

The bank must provide a risk management framework as well as regulations or internal directives
describing processes and responsibilities for risk-bearing business undertakings. Specifically, it
must detect, mitigate and monitor market, credit, default, settlement, liquidity and reputational risks
as well as operational and legal risks.

The bank shall ensure both at the level of the single entity as well as the group that new agree-
ments or amendments to existing agreements which are subject to foreign law or a foreign place of
jurisdiction are only entered into if the counterparty recognizes a suspension of the termination of
agreements as per Article 30a BA.%5

The bank’s internal documentation of its resolutions and monitoring activities of its risk-bearing busi-
ness activities must be designed in such a manner that the audit firm may form a reliable opinion
on these.

It shall be the bank’s responsibility to implement an effective internal control system. Specifically, it
shall provide an internal audit department that is segregated from management. If justified, FINMA
may exempt the bank from having to implement an internal audit department.

ARTICLE 13 Notification duty in regard to qualifying holders of equity interests

(Article 3(5) and (6) BA)

The bank shall submit to FINMA the list of its qualifying holders of equity interests within 60 days
of its annual closing.

Such a list shall state the holders’ identity and the amount of each of these qualifying equity inter
ests expressed as a percentage as at the closing of the books, as well as any changes in comparison
to the previous year.

The information required as per Article 8 shall also be disclosed on any previously not identified
qualifying holders of equity interests.

24 \ersion according to reference in parentheses in Annex 1 Section 11 Financial Market Infrastructure Ordinance dated 25
November 2015, in force since 1 January 2016 (AS 2015 5413).

25 Inserted with Annex 1 Section 11 Financial Market Infrastructure Ordinance dated 25 November 2015, in force since 1 January
2016 (AS 2015 5413).
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ARTICLE 14 Private banks
(Article 3(3) BA)

Private banks must include the required organizational provisions in their partnership agreement or in their
regulations.

Sub-section 2a:2¢ Organization of persons as defined
in Article 1b BA

ARTICLE 14a Legal form, domicile and factual management
(Articles 1b and 3(2)(d) BA)

1 A person pursuant to Article 1b BA shall hold one of the following legal forms:
c. Public limited company;
d. Limited partnership;
e. Limited liability company.
2 It shall have its domicile in Switzerland and be factually managed from Switzerland.

ARTICLE 14b Business area
(Articles 1b(3)(a) and 3(2)(a) BA)

1 Persons as defined in Article 1b BA shall describe their business areas factually and geographically
in their articles of incorporation or in a policy.

2 The business activity and its geographical scope shall correspond to the persons’ financial capacities
as well as to their board and management organization.

ARTICLE 14c Management
(Articles 1b(3)(d) and 3(2)(d) BA)

1 An entity pursuant to Article 1b BA shall factually be managed from Switzerland.

2 The persons entrusted with the business management shall reside in a place from where they can
effectively exercise such management.

26 |nserted by Section | of the Ordinance of 30 November 2018, in force since 1 January 2019 (AS 2018 5229).
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ARTICLE 14d Governing bodies
(Articles 1b and 3(2)(a) BA)

1 Should the purpose or volume of business call for a special governing body for the guidance, super
vision and control of a person pursuant to Article 1b BA, this body shall consist of at least three
members.

2 At least a third of the members of the governing body for guidance, supervision and control shall be
independent of Management.

3 Natural persons or legal entities that directly or indirectly hold investments in the person pursuant
to Article 1b of at least 10 percent of the capital or voting rights or whose business activities are
otherwise such that they may significantly influence the person (significant equity holders), shall
guarantee that their influence will not have a negative impact on the person’s prudent and robust
business activity.

4 In special cases, FINMA may authorize exceptions to the provisions in (1) and (2), and may make
these contingent on certain conditions.

ARTICLE 14e Compliance and risk management
(Articles 1b(3)(b) and 3(2)(a), 3f and 3g BA)

1 Persons pursuant to Article 1b BA shall make sure that they comply with legal and company-specific
rules (compliance department) and regulations and shall ensure an effective recognition, assess-
ment, management and supervision of risks related to their business (risk management depart-
ment) as well as an effective internal control system.

2 It shall capture in internal documentations and policies how the requirements in (1) may be fulfilled.

3 Within the company, the department(s) in charge of compliance and risk management shall be inde-
pendent of the income-producing departments.

4 Persons pursuant to Article 1b BA may involve third parties to supervise the compliance and risk
management departments, provided these dispose of the necessary skills, knowledge and experi-

ence as well as the relevant licenses. They shall instruct the involved third parties carefully.

5 In individual cases, FINMA may alleviate the requirements of (3) made of persons as defined in
Article 1b BA if these:

a. have a gross income of less than CHF 1.5 million;

b. demonstrate that they have a low-risk business model.

Ordinance on Banks and Savings Banks | 11
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ARTICLE 14f Safekeeping deposits from the public
(Article 1b(3)(b) BA)

1 Persons as defined in Article 1b BA shall do the following with deposits received from the public:
a. Keep these segregated from own funds; or

b. Enter these in their books in such a way that they can be disclosed separately from own funds
at all times; in this case, they shall be subject to an ordinary audit pursuant to Article 727 CO.

2 Deposits from the public may be kept as:
a. demand deposits at a bank or a person pursuant to Article 1b BA;

b. Category 1 high quality liquid assets (HQLA) in accordance with Article 15a of the Liquidity
Ordinance (LigO) of 30 November 2012%7.

3 They shall be held in the currency of the customer’s repayment claims.

4 Where assets based on electronic encryption are considered as deposits from the public, they shall
be held in the form in which they were received.

ARTICLE 14g Conflicts of interest
(Article 1b BA)

1 Persons as defined in Article 1b BA shall undertake adequate organizational measures to prevent
conflicts of interest that may arise from the provision of services or prevent the disadvantaging of

customers through conflicts of interest.

2 If the disadvantaging of customers through conflicts of interest cannot be excluded with organiza-
tional measures, this shall be disclosed to participants.

Section 3: Capital requirements

ARTICLE 15 Minimum capital at the incorporation of a new bank
(Article 3(2)(b) BA)

1 The minimum capital shall amount to at least CHF 10 million. It must be fully paid in.

2 In case a company is incorporated with contributions in kind, an accredited audit firm must review
the value of the assets and liabilities brought into the company.

27 SR 952.06
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ARTICLE 16 Minimum capital at conversion of a company into a bank
(Article 3(2)(b) BA)28

1 If an existing corporation is converted into a bank, the fully paid-in capital may amount to less than
CHF 10 million, provided the Common Equity Tier 1 capital as per Article 21 CAO?° reaches this
amount after taking into account the adjustments stipulated in Articles 31-40 CAO. FINMA shall
decide on such cases using a case-by-case approach.

2 Article 15(2) shall apply accordingly to contributions in kind.

ARTICLE 17 Exceptions to minimum capital requirements

In special cases, FINMA may grant exceptions from the minimum capital requirements as per Articles 15
and 16, particularly if:

a. abank is part of a central organization which guarantees its liabilities;

b. the central organization as per (a) and its affiliated banks meet the requirements set out in the
provisions on capital adequacy and on risk diversification at a consolidated level; and

c. the management of the central organization as per (a) is authorized to issue binding directives
to its affiliated banks.

ARTICLE 17a%° Minimum capital for persons as defined in Article 1b BA
(Articles 1b(3)(c) and 3(2)(b) BA)

1 The minimum capital for persons as defined in Article 1b BA amounts to 3% of the deposits collect-
ed from the public as per Article 5; however, at least CHF 300,000. It must be fully paid in and is
to be held continuously. It may not be loaned to qualified equity interest holders or natural or legal
persons close to them or invested qualifying equity interests controlled by them.

2 FINMA shall regulate specifics and in certain cases, may require more minimum capital if this seems
to be appropriate in view of the risks associated with the business in question.

3 The provisions of the CAO3' and the LigO32 shall not apply to persons in accordance with Article 1b BA.

28 \ersion according to Section | of the Ordinance of 30 November 2018, in force since 1 January 2019 (AS 2018 5229).
29 SR 952.03

30 Inserted by Section | of the Ordinance of 30 November 2018, in force since 1 January 2019 (AS 2018 5229).

31 SR 952.03

%2 SR 952.06
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Section 4: Cross-border aspects

ARTICLE 18 Additional licenses
(Article 3tr BA)

The data listed in Article 8 must be included in applications for additional licenses as a foreign controlled
bank as per Article 3" BO or person pursuant to Article 1b BA.

ARTICLE 19 Reciprocal rights in the case of foreign controlled institutions
(Article 3vs(1)(a) BA)

1 Reciprocity rights shall be guaranteed in particular, if:

a. persons domiciled or residing in Switzerland may incorporate banks or persons as defined in
Article 1b BA abroad, whether as legally independent companies, branch offices or agencies;
and

b. banks or persons as defined in Article 1b BA incorporated abroad are not subject to significantly
more restrictive provisions in the foreign country than foreign banks or persons pursuant to
Article 1b of the BA in Switzerland.

2 With the designation of a permanent representative office of a foreign bank or as per Article 3bis(1)

BA or persons pursuant to Article 1b BA, reciprocity is also given if Swiss banks can open permanent

representative offices in that country with the same functions.

ARTICLE 20 Notification on the commencement of business activities abroad
(Article 3(7) BA)

1 The bank or person pursuant to Article 1b BA shall notify FINMA prior to taking up business activities
abroad; this notification must include all information and documents needed to assess the activity,

in particular:

a. abusiness plan that describes in particular the nature of the planned business activities and the
organizational structure;

b. the address of the office abroad;
c. the names of the persons entrusted with Board and Management functions;
d. the audit firm;
e. the supervisory authority in the host country.
2 The bank or person pursuant to Article 1b BA shall also inform FINMA if it plans to close an office

abroad or in case of significant changes in its business activities abroad, a change in audit firm or
supervisory authority.

Ordinance on Banks and Savings Banks | 14
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Chapter 3: Financial groups and financial conglomerates

ARTICLE 21 Economic unit and compulsory support
(Article 3c(1)(c) BA)

1 Companies shall form an economic unit if one company directly or indirectly holds more than half of
the votes or capital of the other company, or if it controls the other in another way.

2 Compulsory support may apply in particular due to:
a. personal or financial interconnection;
b. the use of a joint company;
c. acting in the market with a uniform corporate identity; or
d. due to letters of comfort.

ARTICLE 22 Group companies
(Article 3c(1)(c) BA)

Group companies shall be enterprises linked by an economic unit or a mutual assistance obligation
(“compulsory support”).

ARTICLE 23 Scope of group and conglomerate supervision
(Article 3e BA)

1 FINMASs group supervision shall include all group companies active in the financial sector of a finan-
cial group as defined in Article 4(1). A conglomerate supervision shall also include group companies
whose activity as insurance company as per Article 4(2) is treated as equivalent to activity in the
financial sector.

2 In substantiated cases, FINMA may exempt certain group companies in the financial sector from
the consolidated supervision or declare that the supervision applies only partially, namely if a group
company is immaterial for the consolidated supervision.

3 It may also fully or partially include in the consolidated supervision companies active in the finan-
cial sector that are controlled by a FINMA-regulated financial group or by a financial conglomerate

together with third parties.

ARTICLE 24 Content of consolidated supervision
(Article 3g BA)

1 In case of a consolidated supervision, FINMA in particular shall review whether the financial group:

a. is adequately organized;

Ordinance on Banks and Savings Banks | 15
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b. has an adequate internal control system;
c. adequately records, mitigates and monitors risks in connection with its business activities;
d. is managed by persons who can guarantee proper business conduct;

e. adheres to the segregation of personnel between the body entrusted with Management and
the governing body for the guidance, supervision and control pursuant to Article 11;

f. adheres to the capital adequacy and risk diversification regulations;
g. disposes of adequate liquidity;
h. applies the accounting regulations correctly;

has a recognized, independent and competent audit firm.

2 FINMA may deviate from (1) for the consolidated supervision of financial conglomerates in order to
account for the particularities of activities in the insurance sector.

ARTICLE 24a33® Persons as defined in Article 1b BA
(Article 1b BA)

1 If several persons as defined in Article 1b BA form a group pursuant to Article 22, the threshold of
CHF 100 million for deposits from the public as per Article 1b BA shall apply to the entire group.

2 FINMA may exclude specific persons as defined in Article 1b BA from its group view if they are
obviously independent of other group companies.

3 Independence may be a given in the case of significantly different business models or business
purposes.

Chapter 4: Accounting

Section 1: Single-Entity Financial Statements

ARTICLE 25 Financial statements
(Articles 6(1)(a), 6b(1) and (3) BA)

1 The bank shall prepare financial statements, where it presents the bank’s economic situation in such
a manner that:

a. third parties can form a reliable opinion (statutory single-entity financial statements with reliable

33 Inserted by Section | of the Ordinance of 30 November 2018, in force since 1 January 2019 (AS 2018 5229).
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representation); or

b. it presents a true and fair view of the bank’s situation (true and fair view statutory single-entity
financial statements).

2 In the statutory true and fair view single-entity financial statements, the CO provisions3* are not
applicable for the following items:

a. carrying out additional depreciations and amortizations as well as deciding against the release of
depreciations and amortizations which are no longer needed (Article 960a(4) CO);

b. creating provisions for the renovation of tangible fixed assets and for ensuring the company's
going concern (Article 960e (3)(2) and (4) CO);

c. releasing no longer justified provisions (Article 960e(4) CO).

3 The financial statements shall consist of balance sheet, income statement, statement of share-
holders’ equity, cash flow statement and notes. Banks that prepare statutory single-entity financial
statements with reliable assessment shall be exempt from having to prepare a cash flow statement.

4 Article 962(1)(2) CO does not apply to cooperatives, if:

a. the cooperative is part of a central organization which guarantees its liabilities;

b. the central organization as per (a) prepares and publishes consolidated financial statements in
accordance with Articles 33-41 or in accordance with an international standard recognized by
FINMA that integrates all cooperatives; and

C. nNno equity securities are listed on a stock exchange.

5 The persons referred to in Article 962(2) CO may request financial statements prepared according to
the true and fair view if the bank does not prepare consolidated financial statements in accordance
with the provisions of Articles 33-41 or in accordance with an international reporting standard rec-

ognized by FINMA.

ARTICLE 26 Fundamentals and principles
(Article 6(3), 6b(1) BA)

1 The fundamentals for the preparation of the annual financial statements shall assume the going
concern (Article 958a CO%%) as well as period accounting and materiality (Article 958b(1) CO).

2 Specifically, the financial statements must observe the following principles:

a. correct recording of business transactions;

34 SR 220
35 SR 220
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b. clarity and understandability;

c. completeness;

d. reliability;

e. significance of information;

f.  prudence;

g. consistency in presentation and valuation;

h. prohibition of netting assets with liabilities and expenses with income;
substance over form.

ARTICLE 27 Valuation and recording
(Article 6(3), 6b(1) and (3) BA)

1 As a rule, assets shall be reported at purchase value less amortizations or value adjustments, and
liabilities are reported at their nominal value. FINMA shall determine which balance sheet items may
be recognized using rules differing from this. Fluctuation reserves as per Article 960b(2)3¢ are not
permissible.

2 Assets, liabilities and off-balance-sheet transactions shall be valued individually, provided that they
are substantial and not usually summarized in a group for valuation purposes based of their simi-
larity. Investments, tangible fixed assets and intangible assets are always valued individually.

ARTICLE 28 Minimum structure
(Article 6(3), 6b(3) BA)

The structure of the annual financial statements shall be based on Annex 1.

ARTICLE 29 Management report
(Article 6(1)(b), 6b(1) BA)

The bank’s management report shall be prepared in accordance with Article 961¢ CO3%7.

ARTICLE 30 Content of the annual report
(Article 6b(1) BA)

The annual report in accordance with Article 6(1) BA shall include the short-form report by the statutory
auditors.

36 SR 220
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ARTICLE 31 Interim financial statements
(Article 6(2), 6b(1) and (3) BA)

1 The bank shall prepare semi-annual interim financial statements, which consist of balance sheet
and income statement. It must be prepared using the same principles as the annual financial
statements.

2 Banks listing their shares or debt securities on an exchange must also provide a statement of share-
holders’ equity and condensed notes. FINMA shall specify the contents of the condensed notes in
its implementing provisions.

ARTICLE 32 Publication
(Article 6a, 6b (1) and (3) BA)

1 The annual report shall be made available to the public within four months, and the interim financial
statements within two months after the closing date. They shall be made available in printed form.

2 The annual report and interim financial statements shall be submitted to FINMA. In its implementing
provisions, FINMA shall specify in how many copies, in what form and by when the annual report
and the interim financial statements must be submitted.

3 At the bank’s request, FINMA may extend these deadlines.

4 Private bankers shall be exempt from having to publish these documents, provided they advertise

only their activity as asset managers or securities dealers, without mentioning the deposit-taking
business.

Section 2: Consolidated financial statements

ARTICLE 33 Consolidated financial statements
(Article 6(1)(c), 6b(1) BA)

1 The consolidated financial statements shall be prepared according to the true and fair view
(Article 25(1)(b)); they shall consist of balance sheet, income statement, statement of shareholders’

equity, cash flow statement and notes.

2 For the consolidated financial statements the fundamentals and principles of Article 26 shall apply.
Moreover, it shall be prepared using the full consolidation method.

3 In the consolidated financial statements, assets and liabilities shall be recorded and valued in accor
dance with Article 27.
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ARTICLE 34 Duty to prepare consolidated financial statements
(Article 6(1)(c), 6b(1) and (2) BA)

1 In addition to its annual financial statements, a bank shall prepare consolidated financial statements, if it:
a. controls one or more companies;

b. is able to influence a company’s business activities in such a way as to be its primary benefi-
ciary; or

c. is the main risk bearer for another company’s business activities.

2 If a holding company is the parent of a financial group as per Article 3c BA, the holding company
shall prepare the group's consolidated financial statements.

3 The bank or the holding company shall control a company if it:
a. directly or indirectly holds the majority in votes in the supreme management body;

b. directly or indirectly holds the right to appoint or remove the majority of the members of senior
management or the board of directors; or

c. is able to exert a dominant influence as per (a) and (b) in another way.
4 The bank or the holding company does not have to consolidate a controlled company, if:

a. it does not financially or otherwise benefit from the success of the controlled company now or
in the future, and bears no risks from this company’s business activities;

b. the benefits of the controlled company's business activities will go to independent third parties
and the risks are borne exclusively by these; and

c. the monetary or non-monetary remunerations from the relationship with such a controlled com-
pany is in line with market conditions and reflects its performance.

5 The preparation of consolidated financial statements shall not be delegated to a controlled entity.
ARTICLE 35 Exception to the obligation to prepare consolidated

financial statements

(Article 6b(1)-(3) BA)
1 Consolidation is not required for:

a. investments in companies that are insignificant for the financial reporting or the risk situation;

b. substantial investments that were acquired without strategic intent and for which the bank can
demonstrate that it will dispose of or liquidate again within 12 months.
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2 Investments as per (1)(b) shall be disclosed in the notes to the consolidated financial statements.
Not consolidating any of these must be justified.

3 A sub-group included in the consolidated financial statements of a parent company is not obliged
to prepare its own consolidated financial statements if the parent company’s consolidated financial

statements:

a. are prepared and audited in accordance with this Ordinance or with a FINMA-recognized inter-
national standard; and

b. are made available to the public.

4 In justified cases, FINMA may request that an institution prepare and publish partially consolidated
financial statements.

ARTICLE 36 Alleviations granted for the preparation of consolidated
financial statements
(Article 6b(2) and (3) BA)

1 A bank shall be exempt from preparing a cash flow statement in the annual financial statements as
well as the management report, if it:

a. prepares consolidated financial statements in accordance with the provisions of Articles 33-41
or in accordance with a recognized international standard recognized by FINMA and publishes it

together with the group’s management report; or

b. is a consolidated entity as per Article 34 of a FINMA-supervised financial group that fulfills (a)
above.

2 However, the exemption referred to in (1)(b) does not apply if the bank's equity shares are listed on
a stock exchange.

3 In its implementing provisions, FINMA shall specify:

a. which information may be left out in the annual financial statements if consolidated financial
statements are prepared,;

b. the extent to which the disclosure of interim financial statements on a consolidated basis
exempts an institution from disclosing single-entity interim financial statements.

4 The persons referred to in Article 961d(2) CO%8 may demand the following:
a. complete financial statements and a management report;

b. the publication of stand-alone interim financial statements.

38 SR 220
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ARTICLE 37 Minimum structure

In its implementing provisions, FINMA shall set out the particular structure requirements in regard to
consolidated financial statements. In so doing, it takes into account the specific characteristics of the
banking business.

ARTICLE 38 Group management report

The group management report must be prepared in accordance with Article 961¢ CO39,

ARTICLE 39 Content of the annual report
(Article 6b(1) and (3) BA)

1 In addition to the annual financial statements, the management report and the consolidated financial
statements, the annual report shall contain the short-form reports by the statutory auditors.

2 If the parent company is a holding company, the publication of financial statements shall be optional.

ARTICLE 40 Interim financial statements
(Article 6(2), 6b(1) and (3) BA)

1 Banks and holding companies obliged to prepare consolidated financial statements shall also pre-
pare semi-annual interim consolidated financial statements.

2 These are made up of the same components as the interim single-entity financial statements in

accordance with Article 31, are based on the same data and use the same principles as the consol-
idated financial statements.

ARTICLE 41 Publication
(Article 6a(1)-(3) (a), 6b(1) and (3) BA)

The publication of the annual report and the interim financial statements shall be subject to Article 32.

Section 3: Implementing provisions on accounting

ARTICLE 42
(Article 6b(3) and (4) BA)

FINMA shall provide more details on the provisions of this Ordinance in regard to accounting principles,
in particular on:

a. the composition and valuation of the positions in the annual financial statements and the
consolidated financial statements;

39 SR 220
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b. the particularities of the consolidated financial statements;

c. the disclosure of information not foreseen by the FINMA-recognized international standard the
bank uses, but which is necessary for a reliable assessment of the bank’s financial situation.

Chapter 5: Depositor protection scheme?°

ARTICLE 43 Disbursement plan
(Article 37j BA)

1 The FINMA-appointed investigator, restructuring agent or liquidator (appointee) shall prepare a
disbursement plan for the receivables deemed to be secured deposits as per Article 37h(1) BA and
which will not be paid out in accordance with Article 37b BA (disbursement plan).

2 The appointee is under no obligation to review the receivables which are to be included in the dis-
bursement plan based on accounting data. Claims which are manifestly not entitled to payment shall
not be included in the disbursement plan.

3 If there is any evidence that the accounts had not been properly managed, the appointee may
request depositors to submit proof of their claim. FINMA shall regulate the details.

ARTICLE 44 Disbursement of secured deposits
(Article 37j(1) BA)

1 The appointee shall reimburse the secured deposits to the depositors based on the disbursement
plan as soon as it has received the amount from the board of the depositor protection scheme

(Article 37i(2) BA).

2 If the amount received from the depositor protection scheme cannot satisfy all claims recorded in
the distribution plan, the secured deposits shall be paid out on a pro rata basis.

Chapter 6: Dormant assets

Section 1: Definition

ARTICLE 45
(Article 371(4) BA)

1 Assets shall be deemed to be dormant if the bank or persons pursuant to Article 1b BA has been
unable to establish contact with the account holder, its rightful heirs (beneficiaries) or to a person
authorized by them for 10 years after the last contact.

40 Version according to Section | of the Ordinance of 30 November 2018, in force since 1 January 2019 (AS 2018 5229).
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2 The most recent contact noted in file documents of the bank or the person pursuant to Article 1b
BA shall be deemed the last contact.

3 Assets that are transferred to another bank in the course of a liquidation of a bank or a person pur

suant to Article 1b BA shall be considered dormant even before the end of the 10-year period, if the
transferring bank proves that it has taken all necessary steps to reestablish contact to the beneficiary.

Section 2: Transfer

ARTICLE 46 Transfer contract
(Article 371(2) BA)

1 A written agreement with which dormant assets are transferred from one bank or person pursuant
to Article 1b BA to another bank or person pursuant to Article 1b BA (transfer contract) shall contain
the following:

a. The name of the beneficiary or other information that allow the identification of this person; and

b. The list of assets allocated to this beneficiary that are to be transferred.

2 The transferring bank or person pursuant to Article 1b BA shall make available the following docu-
ments to the acquiring bank or person pursuant to Article 1b BA:

a. Supporting documents of the last recorded contact with the beneficiary;
b. The documents relating to the contractual relationship with the beneficiary.
3 Costs incurred in connection with the transfer of dormant assets cannot be charged to these assets.

ARTICLE 47 Obligations of the acquiring bank or person pursuant to Article 1b BA
(Articles 3(2)(a) and 371(1) BA)

1 The acquiring bank or person pursuant to Article Tb BA shall:

a. have an appropriate organization in place for the safe custody and administration of dormant
assets; and

b. be in a position to assign the dormant assets entrusted to it to the beneficiary at any time, to
the extent that the information available allow for this.

2 If a bank or a person as defined in Article 1b BA acquire dormant accounts for the same beneficiary
from different banks, the acquiring bank shall aggregates these.

3 A bank or a person pursuant to Article 1b BA acquiring dormant assets from another bank for the
first time, shall report this to FINMA.
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4 If the dormant assets are recorded in a central database for dormant accounts (database), the bank
or person pursuant to Article 1b BA shall indicate the transfer and state its name as the acquirer.

ARTICLE 48 Obligations of the acquiring bank or person pursuant to Article 1b BA
(Article 371(1) BA)

The transferring bank or person pursuant to Article 1b BA shall refer anyone submitting a claim to trans-
ferred assets to the acquiring bank, person pursuant to Article 1b BA or to the database.

Section 3: Publication

ARTICLE 49 Obligation and content
(Article 37m(1) and (4) BA)

1 The banks or persons as defined in Article 1b BA shall make a public announcement looking for any
beneficiaries to register their claims to assets that have been dormant for the past 50 years within
a year (claim submission period).

2 No publication is required for assets amounting to less than 500 Swiss francs.

3 As far as they are available and provided they are not in conflict with the beneficiary’s obvious inter
ests in keeping the same confidential, the publication shall contain the following information:

a. the address where the claim needs to be submitted;

b. name, date of birth and nationality of the beneficiary or the company as well as the last known
residence or registered office;

c. the number of the account or savings book, if the existing information seems to be inadequate
to verify eligibility.

4 The publication must explicitly point out that:

a. the bank or person pursuant to Article 1b BA may invoice the costs incurred for verifying a claim
to the person who submitted it, under the conditions set forth in Article 53(3);

b. any claims expire with the liquidation of the assets.

ARTICLE 50 Publication media
(Article 37m(1) and (4) BA)

1 The public announcement as per Article 49 shall be published in the Swiss Official Gazette of
Commerce (SOGC).

2 Instead of publishing it in the SOGC, banks or persons as defined in Article 1Tb BA may publish the
announcement on a central electronic platform they organize and manage themselves.
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If, in a specific case, it seems necessary to publish the announcement in another appropriate publi-
cation media in order to find a beneficiary, the bank or person pursuant to Article 1b BA shall publish
the call also in this media.

It shall thereby take into account the last place of residence, domicile or place of business of the
authorized person.

The publication may combine several dormant accounts.

ARTICLE 51 Re-publication

(Article 37m(1) and (4) BA)

If there are any new findings on beneficiaries before the liquidation (Article 57) has been concluded, the
bank or person pursuant to Article 1b BA shall adjust the announcement and re-publish it. A re-publication
shall restart the claim submission period of one year.

ARTICLE 52 Publication costs

1

2

(Article 37m(1) and (4) BA)

The publication costs shall be charged to the dormant assets concerned.

These costs must be in adequate proportion to the dormant assets.

ARTICLE 53 Review of submitted claims

(Article 37m(1) and (4) BA)

The bank or person pursuant to Article 1b BA shall verify reported claims to dormant assets in accor
dance with the statutory and contractual provisions applicable on a case-by-case basis.

If the bank determines that a claim is justified, the assets in question shall no longer be considered
to be dormant.

If a claim is manifestly unfounded and the person who filed the claim is unable to establish a cred-
ible connection to the claimed asset, the bank or the person pursuant to Article 1Tb BA may require
this person to reimburse the costs incurred by the bank for verifying the claim.

The bank or the person pursuant to Article 1b BA shall document its verification results in a manner
that is comprehensible to a third party.

Section 4: Liquidation

ARTICLE 54 Procedures

1

(Article 37m(1) and (4) BA)

The bank or person pursuant to Article 1b BA shall liquidate dormant assets if:
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a. no notifications have been received: no later than two years after the expiry of the deadline;

b. notifications have been received: no later than two years after it has been established that
claims made are ineligible.

2 The bank or person pursuant to Article 1b BA shall offer dormant assets that are not usable or have

no liquidation value to the Swiss Federal Government. Should the Swiss Federal Government reject
these, the bank or person pursuant to Article 1b BA may destroy these.

ARTICLE 55 Record of the liquidation decision
(Article 37m(1) and (4) BA)

1 The bank or person pursuant to Article 1b BA shall maintain a record of their decision to liquidate
dormant accounts.

2 The record shall include:
a. the documentation of the verifications as per Article 53;
b. alist of the assets to be liquidated,

c. details on the planned liquidation procedure.

ARTICLE 56 Record of the liquidation
(Article 37m(1) and (4) BA)

1 The bank or person pursuant to Article 1b BA shall record the liquidated dormant assets.
2 For each asset, the record in particular shall include the following:

a. the type of liquidation;

b. the liquidation proceeds;

c. the liquidation costs.

ARTICLE 57 Liquidation proceeds and finalization of the liquidation
(Article 37m(2)-(4) BA)

1 Liguidation costs shall be pre-financed by the liquidation proceeds.

2 The bank or person pursuant to Article 1b BA shall transfer the net proceeds at least once a year to
the Swiss Federal Finance Administration.

3 The liquidation shall be deemed to be finalized with this transfer.

4 Any claims of beneficiaries expire with the finalization of the liquidation. Any claims to non-usable
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dormant assets shall expire upon their transfer to the Swiss Federal Government or their destruction.

5 If a tentative beneficiary submits a claim to liquidated assets after the liquidation but before the
transfer, the claim shall pertain to the liquidation proceeds only.

6 If dormant assets have been entered into a database, the bank or person pursuant to Article 1b BA
shall note the finalization of the liquidation.

ARTICLE 58 Retention of records
(Article 371 and 37m(4) BA)

The bank or person pursuant to Article 1b BA liquidating dormant assets shall preserve the documents
relating to their acquisition, liquidation and transfer to the Swiss Federal Government in application of the
applicable statutory provisions.

ARTICLE 59 Liquidation without prior publication
(Article 37m(1) and (4) BA)

1 The provisions of Articles 54 to 57 shall also apply in case of liquidating dormant assets without
prior publication as mentioned in the second sentence of Article 37m(1) BA.

2 The value of such assets shall be calculated based on the total value of the dormant assets allocated
to the same beneficiary held, safeguarded or managed by a bank or person pursuant to Article 1b BA.

Chapter 7: Special provisions for systemically
important banks

Section: Contingency planning

ARTICLE 60 Contingency plan
(Articles 8, 9(2)(d) and 10(2) BA)

1 A systemically important bank must ensure that its systemically important functions described in
Article 8 BA continue to function independently of the rest of the bank in case it is threatened by
insolvency. It shall take the necessary precautions for this.

2 It shall describe the necessary measures in a contingency plan in which it shows to FINMA that, to
the best of its knowledge, it would be capable of performing its duties described in the first sen-
tence of (1).

3 For systemically important banks not internationally active as per Article 124a CAO*' the Swiss con-
tingency plan has to be prepared in implementable form within three years after the SNB has deter

4 SR 952.03
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mined their systemic importance. In justified cases, FINMA may extend this deadline. The measures
of the emergency plan must be implemented in an anticipatory manner if this is necessary for the
uninterrupted continuation of systemically important functions.*2

4 Systemically important banks shall update their contingency plans every year by the end of the
second quarter and submit these to FINMA. Updates must also be submitted if circumstances
require a revision of this plan or if FINMA demands it.

ARTICLE 61 Review of the contingency plan
(Article 10(2) BA)

1 FINMA shall review the contingency plan measures to determine their effectiveness in case insol-
vency threatens the bank. It shall take into consideration to what extent the measures described in
Article 60(3) have been implemented. Specifically, it shall review:

a. whether the going concern of systemically important functions is ensured from both a technical
and organizational point of view, taking into consideration the time available, the expenses, the
legal obstacles and the required resources;

b. whether the legal and economic relationships within the financial group are set up in such a way
that these — especially intercompany guarantees and financing, as well as relationships to clients
and third parties - will not obstruct the continuation of the systemically important functions;

c. whether the capital and liquidity planning foresees sufficient capital and liquidity to carry on
performing systemically important functions to implement the contingency plan;

d. whether the bank disposes of suitable processes, the necessary infrastructure as well as access
to necessary resources to operate the systemically important functions at all times, and that
these aspects are guaranteed regardless of the bank’s non-systemically relevant parts;

e. whether the necessary human resources (including managerial staff and control functions) are
available to continue to provide the systemically important services;

f.  whether the agreements related to the continuation of systemically important functions held
with divisions within the financial group, especially internal guarantees and financing, as well
as agreements with clients and other third parties, have been recorded in a list that is complete
and updated at regular intervals;

g. the contingency plan is compatible with relevant foreign laws and regulatory requirements.

2 The global resolvability shall be part of the Swiss contingency plan review insofar as it is decisive
for its implementation.*3

42 \ersion according to Enclosure Section | of the Ordinance of 11 May 2016, in force since 1 July 2016 (AS 2016 1725).
43 Inserted according to Enclosure Sect. 1 of the Ordinance of 11 May 2016, in force since 1 July 2016 (AS 2016 1725).
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ARTICLE 62 Remediation of deficiencies and the ordering of measures
(Article 10(2) BA)

1 Should a contingency plan be determined to be insufficient to meet the requirements to be able
to continue systemically important functions in case the bank is threatened with insolvency,
FINMA shall set an adequate deadline to remedy such deficiencies. In doing so, FINMA may order
specific measures.

2 Should the bank not remedy the deficiencies within the defined deadline, FINMA shall define a
grace period. If the deficiencies are not remedied within this grace period, FINMA may in particular

order the following measures:

a. the creation of an independent legal entity in Switzerland to which it could transfer the system-
ically important functions;

b. the adjustment of the bank’s legal and operational structure so that it could outsource the sys-
temically important functions at short notice;

c. the outsourcing of the infrastructure and services necessary for the systemically important
functions to a centrally managed company within the financial group or to an external entity.

ARTICLE 63 Triggers for the contingency plan
(Articles 25 and 26 BA)

1 Once the conditions set out in Article 25(1) BA are met, FINMA may, building on the contingency
plan, order the protective and insolvency measures as per the eleventh Section of the BA that are
important to ensure the systemically important functions.

2 A systemically important bank does not fulfill the capital adequacy provisions as per Article 25(1) BA, if:

a.%* the eligible Common Equity Tier 1 capital falls below 5% of the risk-weighted positions; or

b. if Article 42(4) CAO takes place.

Section 2: Improving recovery and resolution
possibilities

ARTICLE 64 Recovery and resolution plans
(Articles 9, 25 et seqq. BA)

1 A systemically important bank must prepare a recovery plan. In it, it shall present which measures
would stabilize it sufficiently in the case of a crisis so that it could continue its business activities
without requiring governmental funds. Such a recovery plan shall be approved by FINMA.

44 Version according to Enclosure Section | of the Ordinance of 11 May 2016, in force since 1 July 2016 (AS 2016 1725).
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The FINMA shall prepare a resolution plan in which it shows how a recovery or liquidation ordered
by it could take place for systemically important banks. The bank must submit all data necessary for
this purpose.

The recovery plan and the resolution plan must take into account the provisions of foreign super-
visory authorities and central banks on recoveries, restructuring and liquidations.

Systemically important banks shall file the information necessary for their recovery and resolution
plans annually by the end of the second quarter. These same documents must also be refiled if cir-
cumstances require a revision of this plan or if FINMA orders it.

When submitting this information, the bank shall describe which of the measures listed in Article
66 it has prepared or already implemented to improve recovery and resolution in Switzerland and
abroad.

ARTICLE 65 Discounts on the additional loss-absorbing funds

(Article 10(3) BA)

FINMA shall grant discounts in regard to the additional funds defined in Articles 132 and 133 CAQ46
if there is a high likelihood that the systemically important bank has improved its recovery and reso-
lution capabilities in Switzerland and abroad by measures as described in Article 66. It shall take into
consideration to what extent these measures have been implemented in Switzerland and abroad.

This does not apply to the fulfillment of the requirements of Article 9(2)(d) BA%’.

ARTICLE 66 Measures to improve a bank’s recovery and resolution

(Article 10(3) BA)

Measures to improve a bank’s recovery and resolution shall specifically include:

a. structural improvements and the dissolution of complex structures by:
1. creating business-aligned legal entities,
2. the creation of legally independent service units,

3. the elimination or minimization of de facto compulsory government support, particularly by
creating an independent management structure,

4. the reduction of geographical or balance sheet asymmetries;

b.#8 financial dissolution of structures to limit contagions by:

45
46
47
48

Version according to Enclosure Section | of the Ordinance of 11 May 2016, in force since 1 July 2016 (AS 2016 1725).

SR 952.03

SR 952.0

Version according to Annex 1 Section 11 Financial Market Infrastructure Ordinance dated 25 November 2015, in force since
1 January 2016 (AS 2015 5413).
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1. reduction of horizontal equity investments between legal entities,

2. restrictions on the granting of unsecured loans and guarantees between legal entities at the
same level within the financial group,

3. creation of incentives to provide intra-group financing as close to the market as possible

c. separation of operational structures in order to secure data and the continuation of important
operational services by:

1. ensuring access to and use of data resources, databases and IT resources,
2. separating significant functions or their long-term outsourcing,

3. being able to access and continue to use significant systems for operations.

Chapter 8: Final provisions

ARTICLE 67 Repeal of another enactment

The Banking Ordinance of 17 May 197249 is hereby repealed.

ARTICLE 68 Amendments of other enactments

The amendment of other enactments is set out in Annex 2.

ARTICLE 69 Transitional provisions

In the first two years after the entry into force of this Ordinance, banks may record the value adjust-
ments globally in accordance with Article 27(1) as a negative position in the assets as a total or
partial amount. FINMA shall regulate the details.

Individual valuations in accordance with Article 27(2) for investments, tangible fixed assets and
intangible assets must be implemented by 1 January 2020. Unrealized losses not recorded must be
disclosed in the notes to the annual financial statements.

Internationally active systemically important banks within the meaning of Article 124a CAQ®° shall
implement the Swiss emergency plan pursuant to Article 60(3) in an anticipatory manner by 31
December 2019, if this is necessary for the uninterrupted continuation of systemically important
functions. In justified cases, FINMA may extend this deadline.®'

49

50

51

[AS 1972 821, 1989 1772, 1995 253, 1996 45 3094, 1997 85 Article 57(1), 1998 16, 2003 4077, 2004 2777 2875, 2005 4849,
2006 4307 Annex 7 Sect. 1, 2008 1199 5363 Annex Sect. 7, 2009 5279, 2011 3931, 2012 5435 5441 Annex 6 Sect. 2 7251
Article 32]

SR 952.03

Version according to Enclosure Section | of the Ordinance of 11 May 2016, in force since 1 July 2016 (AS 2016 1725).
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4 Banks shall be permitted to prepare and publish their interim financial statements for 2015 under the
previous law. This does not apply to the provision as per Article 23b(1) of the previous law.

5 FINMA may provide the banks with adequate deadlines®? to implement the measures as per Article
12(295s), taking into consideration international standards.

ARTICLE 70 Entry into force
1 This Ordinance shall enter into force on 1 January 2015.

2 FINMA may allow the early application of the new accounting rules as per Chapter 4 for the business
year that begins before this Ordinance enters into force.

52 Inserted with Annex 1 Section 11 Financial Market Infrastructure Ordinance dated 25 November 2015, in force since 1 January
2016 (AS 2015 5413).
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Annex 1 (Article 28)

FINANCIAL SERVICES

Minimum structure of the annual financial statements

A.

1.

Balance sheet

Assets

The following assets must be disclosed separately in the balance sheet:

1.1

1.2

1.3

1.4

1.5

1.6

1.7

1.8

1.9

1.10

1.1

112

1.13

114

1.15

1.16

1.16.1

Cash and cash-equivalents

Amounts due from banks

Amounts due from securities financing transactions
Amounts due from customers

Mortgage loans

Trading portfolio assets

Positive replacement values of derivative financial instruments
Other financial instruments at fair value

Financial investments

Accrued income / prepaid expenses

Investments

Tangible fixed assets

Intangible assets

Other assets

Capital not paid in

Total assets

Total subordinated claims

1.16.1.1 of which subject to mandatory conversion and/or debt waiver
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2.

Liabilities and shareholders’ equity

FINANCIAL SERVICES

The following liabilities must be disclosed separately in the balance sheet:

2.1

2.2

2.3

24

25

2.6

2.7

2.8

2.9

2.10

2.1

212

2.13

2.14

Amounts due to banks

Liabilities from securities financing transactions

Amounts due in respect of customer deposits

Trading portfolio liabilities

Negative replacement values of derivative financial instruments

Liabilities from other financial instruments at fair value
Cash bonds

Bond issues and central mortgage institution loans
Accrued expenses and deferred income

Other liabilities

Provisions

Reserves for general banking risks

Share capital

Legal capital reserves

2.14.1  of which tax-exempt capital contributions reserve

2.15

2.16

217

2.18

2.19

2.20

Legal retained earnings

Voluntary retained earnings

Treasury shares (negative item)

Profit/loss carried forward

Profit/loss (result for the period)

Total liabilities and shareholders’ equity

2.20.1 Total subordinated liabilities
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2.20.1.1 of which subject to mandatory conversion and/or debt waiver

3. Off-balance-sheet transactions

3.1 Contingent liabilities

3.2 lIrrevocable commitments

3.3 Call commitments and additional funding commitments

3.4 Credit commitments

Other line items material for a bank must also be disclosed in the balance sheet or in the notes.
Figures from the previous year must be disclosed in the balance sheet.

4. Income statement

The following items must be disclosed separately in the income statement in report form:
1 Result from interest operations

1.1 Interest and discount income

1.2 Interest and dividend income from trading portfolios

1.3 Interest and dividend income from financial investments

1.4 Interest expenses

1.5 Gross results of interest operations (1.1 + 1.2 + 1.3 - 1.4)

1.6 Changes in value adjustments due to default risk as well as losses from interest differential business
1.7 Subtotal net results of interest operations (1.5 -/+ 1.6)

2 Result from commission and service fee activities

2.1 Commission income from securities trading and investment activities

2.2 Commission income from lending activities

2.3 Commission income from other services

2.4 Commission expenses

2.5 Subtotal results from commission business and services (2.1 + 2.2 + 2.3 -2.4)
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4.1

4.2

4.3

4.4

4.5

4.6

5.1

5.2

5.3

10

N

12

13

Result from trading business and the fair value option
Other result from ordinary activities

Result from the disposal of financial investments
Income from equity interests

Result from real estate

Other ordinary income

Other ordinary expenses

Subtotal other result from ordinary activities (4.1 + 4.2 + 4.3 + 4.4 — 4.5)

Operating expenses

Personnel expenses

General and administrative expenses

Subtotal operating expenses (5.1 + 5.2)

FINANCIAL SERVICES

Value adjustments on equity interests as well as depreciations on tangible fixed assets and

intangible assets

Changes to provisions and other value adjustments, and losses
Operating result (1.7 + 25 + 3 +4.6-5.3 -6 -/+ 7)
Extraordinary income

Extraordinary expenses

Changes in reserves for general banking risks

Taxes

Profit/loss (result for the period)

Other line items material for a bank must also be disclosed in the income statement or in the notes.

Figures for the previous year for the period concerned must be disclosed in the income statement.
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C. Cash flow statement

The cash flow statement must present the reasons for changes in liquidity during the current year on the
basis of the inflow and outflow of funds.

The cash flow statement shall include at least the following elements:
— Cash flow from operating activities;
— Cash flow from shareholder’s equity transactions:

— Cash flow from transactions in respect of equity interests, tangible fixed assets and intangible
assets;

— Cash flow from banking operations.
D. Statement of changes in equity
The statement of changes in equity shall present in a table format for the current period the opening and
the closing balances, and a reconciliation between them, of each material category of equity; each move-
ment that is material for the assessment of the economic position is to be presented separately.
E. Notes
The Notes must contain the following subsections:

a. The business name or name of the bank, and its legal form and domicile;

b. Accounting and valuation policies:

1. Type of financial statements and where applicable the type of international standards
recognized by FINMA, and disclosure of the accounting and valuation policies for the
individual balance sheet and off-balance-sheet items;

2. Inthe case of supplementary true and fair view single-entity financial statements being pre-
pared for the first time: disclosure as to how the previous year’s figures were determined or

reference to the statutory single-entity financial statements of the previous year;

3. Reasons for changes in the accounting and valuation policies in the current year as well as
disclosure and explanations of their effects, i.e. their impact on the hidden reserves;

4. Disclosures as to how transactions are recorded;
5. Disclosures concerning the treatment of past due interest;

6. Disclosures concerning the treatment of translation differences of foreign currencies, the
method used for foreign currency translation, and the exchange rates of the most important
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foreign currencies;
7. Disclosures concerning the treatment of the refinancing of trading positions;

c. Explanations of risk management, in particular on the treatment of interest rate risk, other
market risks and credit risks;

d. Explanation of the methods used for identifying default risks and determining the need for value
adjustments;

e. Explanations of the valuation of collateral, in particular key criteria for the calculation of the cur
rent market value and the lending value;

f.  Explanations of the bank’s business policy regarding the use of derivative financial instruments,
including explanations relating to the use of hedge accounting;

g. Significant events after the balance sheet date;

h. Reasons that led to the premature resignation of the auditors;
Information on the balance sheet:
1. Breakdown of securities financing transactions (assets and liabilities),

2. Presentation of collateral for loans / receivables and off-balance-sheet transactions, as well
as impaired loans / receivables,

3. Breakdown of trading portfolios and other financial instruments at fair value (assets and
liabilities),

4. Presentation of derivative financial instruments (assets and liabilities),
5. Breakdown of financial investments,
6. Presentation of participations (equity interest),

7. Disclosure of companies in which the bank holds permanent direct or indirect significant
equity interests,

8. Presentation of tangible fixed assets,
9. Presentation of intangible assets,
10. Breakdown of other assets and other liabilities,

11. Disclosure of assets pledged or assigned to secure own commitments and of assets under
reservation of ownership
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12

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

27.

Disclosure of liabilities relating to own pension schemes, and number and nature of equity
instruments of the bank held by own pension schemes,

Disclosures of the economic position of own pension schemes,
Presentation of issued structured products,
Presentation of bonds outstanding and mandatory convertible bonds,

Presentation of value adjustments and provisions, reserves for general banking risks, and
changes therein during the current year,

Presentation of the bank'’s capital,

Number and value of equity securities or options on equity securities held by all executives
and directors and by employees, and disclosures of any employee participation schemes,

Disclosure of amounts due from / to related parties,

Disclosure of significant holders of equity interests,

Disclosure of treasury shares and composition of equity capital,

Disclosures in accordance with the Ordinance against Excessive Compensation in Listed
Stock Corporations of 20 November 201353 and Article 663¢ (3) CO®%* for banks whose
equity securities are listed,

Presentation of the maturity structure of financial instruments,

Presentation of assets and liabilities by domestic and foreign origin in accordance with the
domicile principle,

Breakdown of total assets by country or group of countries (domicile principle),

Breakdown of total assets by credit rating of country groups (risk domicile view),

Presentation of assets and liabilities broken down by the most significant currencies for the
bank or financial group,

j. Information on off-balance sheet transactions:

28.

29.

Breakdown and explanations of contingent assets and liabilities,

Breakdown of credit commitments,

53 SR 221.331
54 SR 220
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30.

31.

Breakdown of fiduciary transactions,

Breakdown of assets under management and presentation of their development;

k. Information on the income statement:

32.

33.

34.

3b.

36.

37

38.

39.

40.

Breakdown of results from trading and the fair value option,

Disclosure of material refinancing income in the item Interest and discount income as well
as material negative interests,

Breakdown of personnel expenses,

Breakdown of general and administrative expenses,

Explanations regarding material losses, extraordinary income and expenses, as well as
material releases of hidden reserves, reserves for general banking risks, and value adjust-

ments and provisions no longer required,

Disclosure of and reasons for revaluations of participations (equity interest) and tangible
fixed assets up to acquisition cost at maximum,

Presentation of the operating result broken down according to domestic and foreign origin,
according to the principle of permanent establishment,

Presentation of current and deferred taxes with indication of the tax rate;

Disclosures and explanations of the earnings per equity security in the case of banks whose
equity securities are listed.
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Annex 2 (aricle 68)
Amendments of other enactments

The following ordinances shall be amended as follows:

)

55 Amendments may be seen in AS 2014 1269.
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Annex 3%6

Categorization of Banks

(Article 2(2) and (3))

FINANCIAL SERVICES

Category Criteria (in CHF bn)

1 Total assets > 250
Assets under management > 1000
Privileged deposits > 30
Minimum required capital > 20

2 Total assets > 100
Assets under management > 500
Privileged deposits > 20
Minimum required capital > 2

3 Total assets > 15
Assets under management > 20
Privileged deposits > 0,5
Minimum required capital > 0,25

4 Total assets > 1
Assets under management > 2
Privileged deposits > 0.1
Minimum required capital > 0,05

5 Total assets < 1
Assets under management < 2
Privileged deposits < 0.1
Minimum required capital < 0,05

56 |nserted according to Enclosure Sect. 1 of the Ordinance of 11 May 2016, in force since 1 July 2016 (AS 2016 1725).
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