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1. Chronological project overview
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1.1. Interdisciplinary projects
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Auditing
FINMA circ. 13/3 ‘Auditing’ (selective <
amendments in auditing)

FINMA circ. 13/3 'Auditing’ (ex-post evaluation)
Anti-money laundering/compliance

Federal Act to Increase the Effectiveness of
Combating Money Laundering and Terrorist
Financing

AMLO-FINMA (adjustments resulting from
FinSA/FinlA)

Federal Act to Implement the Recommendations
of the Global Forum on the Transparency of Legal
Entities and the Exchange of Information for Tax
Purposes

FINMA circ. 16/7 ‘Video and online identification’
(adoption of technological developments)

FINMA guidance 03/2020 (facilitation for new
business relationships until 1 July 2020)

FINMA guidance 07/2020 (exemptions in the
procedure for opening new business relationships
before 30 June 2021)

Organisation of financial market

Financial Services Act (FinSA)

Financial Services Ordinance (FinSO)

Financial Institutions Act (FinlA)

FinlA (limitation of the requirement to affiliate with
an ombudsman)

Financial Institutions Ordinance (FinlO)

FinlO-FINMA (adjustments resulting from
FinSA/FinlA)

FMIA (assessment of the regulation)

FMIO (extended transitional period for small non-
financial counterparties)

FMIO-FINMA (adjustments resulting from
FinSA/FinlA)

Ord. to the Financial Market Supervision Act
(FINMASA)

FINMA circ. 08/5 ‘Securities dealers’ (repeal)
FINMA circ. 13/8 ‘Market conduct rules’
(extension of scope of application)

FINMA circ. 13/9 'Distribution of collective
investment schemes' (repeal)

FINMA circ. 17/6 'Direct transmission’ (partial
revision)

FINMA guidance 04/2019 (Extension of transition
period)

FINMA guidance 04/2020 (Extension of deadline
for first margin payments of certain OTC
derivatives)
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Other topics

SCO (gender quota and transparency rules for
the commodity trading sector))

SCO (overall revision of company law)

SCO (indirect counter-proposal to the
‘Responsible Business' initiative)

Gender Equality Act (EgA)(introduction of regular
pay analyses)

Ord. on the Equal Pay Analysis Review

Federal Act on Data Protection (FADP) (total H HHHHHMH
revision)

Ord. to the Federal Act on Data Protection
(OFADP) (total revision)

FINMA guidance 03/2018 (LIBOR: risks of -
potential replacement)

Federal Act on the Adaptation of Federal Law to
Developments in Distributed Ledger Technology H‘M
(adjustments in SCO, FISA and IPLA)

Federal Act on the Adaptation of Federal Law to
Developments in Distributed Ledger Technology

(other adjustments)

Ord. on the implementing regulations relating to
the Federal Act on the Adaptation of Federal Law
to Developments in Distributed Ledger
Technology

Sustainability in the Swiss financial sector

1.2. Banks/securities firms

Jan 2022

Accounting
FINMA Ord. on accounting and total revision of
FINMA circ. ‘Accounting — banks’

FINMA circ. 20/1 ‘Accounting — banks’ (disclosure
rules for account-holding securities firms)

FINMA guidance 03/2020 (accounting treatment
of COVID-19 loans)

Disclosure

FINMA circ. 16/1 ‘Disclosure’ (phase IIl)

FINMA circ. 16/1 ‘Disclosure’ (climate-related
financial risks

Capital adequacy/risk diversification

CAO (gone concern requirements)

FINMA circ. 13/1 ‘Eligible equity capital
(recognition of allowances for past due
receivables not considered to be impaired)

CAO (deactivation of counter-cyclical capital
buffer)

FINMA guidance 02/2020 (temporary exemptions
for banks due to the COVID-19 crisis)

FINMA circ. 17/7 ‘Credit risks’ (deletion of
concordance tables)

Basel 1l framework revision (post-crisis reforms)
FINMA circ. 19/1 'Risk diversification' (ex-post
evaluation)
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Liquidity
LigO (partial revision of NSFR)

FINMA circ. 15/2 ‘Liquidity risks’ (extension of
simplifications to securities firms)

FINMA circ. 15/2 ‘Liquidity risks’ (adjustments
NSFR)

FINMA guidance 06/2020 (NSFR treatment of
COVID-19 loans)

Asset management/crossborder

SBA Portfolio management guidelines 2020

Credit business

SBA minimum requirements for mortgage
financing

COVID-19 Joint and Several Guarantees
Ordinance E bart
COVID-19 Joint and Several Guarantees Act o H#HHHM =

Organisation/risk management

FINMA cifc. 18/3 Outsourcing N N N N NN W
Other topics

BankA (insolvency, deposit insurance,
segregation)

FINMA Bank Insolvency Ordinance (adjustments
resulting from FinSA/FinlA)

FINMA circ. 08/14 ‘Supervisory reporting' (repeal
of statement)

FINMA circ. 10/2 ‘Repo/SLB' (repeal)

1.3. Fund managementcompanies/investmentfunds/
representatives of foreign collective investment
schemes
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CISA (introduction of funds not subject to
authorisation)

CISO-FINMA (adjustments resulting from
FinSA/FinlA)

FINMA Collective Investment Schemes
Bankruptcy Ordinance (CISBO-
FINMA)(ajustments resulting from FinSA/FinlA)
FINMA circ. 18/3 'Outsourcing' (extension of
scope of application)

SFAMA guidelines
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2.1. Auditing

Status: In force since 1 January 2021

e Currentpractice confirmed inthe circular: After a change of mandate, the new audit firm may base its as-
sessmentof control risks on the audit results ofthe previous audit firm.

e Auditofbanks: Introduction of a new audit area: risk-weighted assets calculated using internal models ap-
proved by FINMA.
e Auditofcollective investment schemes:
— Introduction of a deadline for the submissionofrisk analysis and audit strategy by newly approved in-
stitutions of three months after the licence isgranted,;
— Adjustmentofthe deadline forthe submission of the audit report for custodian banks from three
months (after the end of the financial year of the fund management company/SICAV) to four months
(afterthe end of the financial year ofthe custodian bank).

Status: Ex-post evaluationexpected in 2022

e Assessmentofthe effectiveness of the originally enacted regulation.

2.2. Anti-money laundering/compliance

Status: Federal Dispatch to Parliament published on 26 June 2019
National Councilresolution notto approve the introduction of thebilltaken on 2 March 2020;
consideration by the Council of States on 10 September 2020
Referred for reviewby the National Council to its Commission on 15 December 2020 to drafta
compromise acceptable to the majority
Expected entryinto force as of beginning of 2022, at the earliest

e Stipulates the explicit duty of financial intermediaries to check the details of the beneficial owner.
e Dutyto performaregularrisk-based review of whetherthe client documentationis up to date.
e Advisory services (foundation, acquisition, disposal, administration and funding) of
— domiciliary companies with registered offices in Switzerland or abroad; and
— trusts
are subjectto the requirements of the ALMA, and introduction of the due diligence,auditing and reporting
obligations foradvisors.
e Extensionofthe duty of due diligence for tradersto cover traders in precious metals and precious stones
for transactions above CHF 15,000.
e Associations that collect or distribute assets abroad for charitable purposes must be entered in the com-
mercial register.

e Thesubjection of advisers (such as lawyers or trustees) strongly contested in Parliament.

8 Regulatory developments | Status: 1.January 2021 | Interdisciplinary projects
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Status: In force since 1 January 2021

Repeal of the status of directly subordinated financial intermediary (DSFI).

Threshold for cash transactions requiring identification of the customer in spot transactions lowered from
CHF 5,000 to CHF 1,000.

Simplification of the due diligence requirements for granting consumer credit.

Obligation forasset managers to makeenquiries about the identity of the policyholder or the actual pre-
mium payer in thecase of life insurance policies with separate account or custody account management
(insurance wrapper).

Status: In force since 1 November 2019

Transitional period for conversion to registered shares ends 1 May 2021

Conversion of bearersharesinto registered sharesfor non-listed companies and companies that do not
issue shares as intermediated securities.

Introduction of a system of sanctions for breaches of the following d uties:
— Reporting by the shareholders of the beneficial owners; and

— Keepingregisters ofshareholders and beneficial owners.

Right ofinspectionofauthorities and financial intermediaries.

Amendments to various laws: Code of Obligations, Criminal Code, Tax Administrative Assistance Actand
Intermediated Securities Act.

Status: Hearing until: 1 February 2021

9

Expected entryinto force: mid-2021

Enable fully automated online identificationby waiving the need for a bank transferwhen scanning the data
of a biometric passportchip.

Security requirementsto enable secure datatransferin the case of online identification.

Regulatory developments | Status: 1.January 2021 | Interdisciplinary projects
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Status: In force since 7 April 2020

Valid until 1 October 2020, with the possihility of an extension, if necessary

Facilitation fornew business relationships entered into before 1 July 2020: extension of the 30-day period
setoutin art. 45 Swiss Banks’ Code of Conduct with Regard to the Exercise

of Due Diligence (CDB 20) to 90 daysin cases where the identification document’s authenticity has not
been confirmed.

Extension offacilitaion by FINMA guidance 06/2020 dated 19 May 2020:
— Regarding newbusinessrelationships forwhich the exemption as set outin guidance 03/2020 has

been or will be taken up by 1 July 2020, the confirmation of auth enticity must be received within a max-
imum 120 days (instead of 90 days) from the opening of the relationship.

— Fornewrelationships with clients domiciled abroad, theexemptionas setout in guidance 03/2020 can
be applied beyond 1 July 2020 until 1 October 2020. The confirmation of authenticity must be received
within a maximum 120 days from the opening of the relationship.

Facilitation may be extended or modified by FINMA, as necessary.

Status: In force since 2 October 2020

10

Valid until 1 October 2020, with the possibility of an extension, if necessary

Continuation ofexemptions in the procedure for opening new business relationships before 30 June 2021:
extensionunder certain conditions of the 30-day period provided for in art. 45 Swiss banks’ code of conduct
with regard to the exercise of due diligence (CDB 20) to 120 daysin caseswhere the identification docu-
ment’s authenticity has not been confirmed.

Regulatory developments | Status: 1.January 2021 | Interdisciplinary projects



2.3. Organisation of financial market

Status: In force since 1 January 2020
Transition periods up to two years after entryinto force

Adjustment ofthe code ofconduct and product rules in the customer segment concerned (private custom-

ers/professional customers):

— Information on financial services provider, service and product, including by means of akey infor-

mation document;

— Suitability check before transactions involving financial instruments (except ‘execution-only’);

— Suitability checkif providing advice and asset management services.

e Guidelinesregarding the organisation of financial services providers and the avoidance of conflicts of inter-
est.

e Duty to inform about accepting compensation fromthird parties or obligation to pass on compensation from
third parties.

e Obligationto enter client advisersinthe registerof client advisers if financial service providers are not su-
pervised in accordance with FINMASA, and to engage in continuing professional ed ucation and training.

e Extensionoflegalmeans infavourof customers, including right to the publication of documents.

e Transitional periods after entry into force:

— Six months for the registration of client advisers and affiliation of financial services providers with an
ombudsman;

— Two years forthe introduction of theduties relating to the provision of financial services (e.g.d uty to
publish a prospectusfor securities, key information document for financial in struments, p ublication).

Status: In force since 1 January 2020
Transitional period until 31 December 2021 to comply with the d uties regarding client segmen-
tation, expertise, code of conduct, organisation
Various othertransitional periods for the publication of prospectuses and key information d ocu-
ments

e Specification of financial service providers’ duties to provide advice and information.
¢ Implementing regulations forthe provisions of the FinSA:

— Organisation of financial services providers;

— Newregister of client advisers;

— Clientdocumentation;

— Ombudsman services;

— Prospectuswhen offering securities;

— Key information document.

e If afinancial service provider wantsto comply with the requirements for the organisation and rules of con-
ductbefore the expiry of the transitional period of two years, it must irrevocably notify its auditor ofthe se-
lected transitiondate. Untilthen, the previous regulations of the Stock Exchange Act (SESTA) orthe Col-
lective Investment Schemes Act (CISA) shall continue to apply.

s
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Status: In force since 1 January 2020

Transition periods up to three years after entryinto force

Regulation of the licensing obligation and the supervision of all financial service providers that operatean
assetmanagement business, i.e. asset managers, trustees, fund ad ministrators, fund managers and secu-
rities firms.

Banks, insurance companies and pension funds, among others,are notsubjectto the Financial Institutions
Act.

Definition of the licensing requirements with regulations concerning th e organisation, assurance of proper
conduct of business, legal form, risk management, internal controls and capital requirements.

Transitional periods:

— Financialinstitutions that have a licence in accordance with FINMASA when FinlA enters into force:
These institutions do not require a new licence, but must comply with the requirements of FinlA by 31
December 2020.

— Financialinstitutions newly subject to a licensing obligation: Must notify FINMA within sixmonths of
entry into force and must satisfy the requirements ofthisact and submit a licence application within
three years ofthe act'sentryintoforce;

— Asset managers and trustees: Must notify FINMA immediately if business activities are started within
oneyear of FinlA entering into force, with affiliation and submission of a licence application to the su-
pervisory organisation within one year of ap proval by the supervisory organisation.

Status: Entry intoforceas of 1 February 2021

Limitation of the requirement to affiliate with an ombudsman only to those financial service providers serv-
ing private retail clients.

This requirement no longer applies to financial services providers who provide financial services exclusively
to institutional or professional clients (excluding affluent private clients who have opted-out and declared
themselves as professional investors).

Status: In force since 1 January 2020

12

Individual transition periods up to three years after entry into force

Specification of the implementing provisions relating to the Financial Institutions Act (FinlA).
Regulationsrelating to authorisation and organisational requirements for supervised financial institutions.

Regulatory developments | Status: 1.January 2021 | Interdisciplinary projects
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Status: In force since 1 January 2021
Transitional period until 31 December 2021 for managers of collective investment schemes
and fund management companies that have alicence atthe time of entryinto force

e Requirements concerning professional liability insurance for asset managers and trustees.

o Detailed regulationsforfund ad ministrators: Regulation of the assetsto be taken into account for the calcu-
lation of the de minimis threshold.

e Detailed regulationsforfund ad ministrators and fund management companies:
— Requirements concerning risk management, compliance and internal control system;
— Requirements concerning professional liability insurance;
— Requirements concerning the regulatory audit and financial audit.
e Regulation of the capital ad equacy reporting form for securities firms that do not hold accounts.

Status: Carried out by theFederal Department of Finance

e Assessmentof FMIAas of2019in light of international and technological developments.

Status: In force since 1 January 2019
Transitional period until 1 January 2024

e Extensionoftransitional period to 1 January 2024 for small non-financial counterpartiesto report deriva-
tives transactions.

e No changein transitional deadlines for financial counterparties and for non-financial counterparties which
arenotsmall.

e Reviewof FMIO to beinitiated as 0f 2019 in light of international and technological d evelopments.

Status: In force since 1 January 2021

e Adoptioninthe FINMAregulations of newly created regulations in the superordinate legislation (FinSA and
FinlA).

13 Regulatory developments | Status: 1.January 2021 | Interdisciplinary projects



Status: In force since 1 February 2020
Transitional period for adjustment ofregulation not applicable at all levels until 31 January
2025

e Specification of the roleand competences of the financial market auth orities with regard to regulation and
international standard setting.

e Regulation of the cooperation betweenthe FDFand FINMA.
e Specification of the requirements, principles and processfor FINMA regulations.

e Checkall regulations interms of their faimess at all levelsand make any necessary adjustments within five
years oftheirentryinto force.

Status: Repealed as of 31 December 2020

e Repeal ofthecircular, as its provisions are largely contained in the Financial Institutions Act (FinlA) and the
Financial Institutions Ordinance (FinlO).

Status: In force since 1 January 2021

e Extensionofthe scope of application to include asset managers and trustees.
e Additionto examples of market manipulation of ‘paintingthe tape’involvingsell-side and buy-side.

Status: Repealed as of 31 December 2020

o Repeal ofthecircular, as the offering of financial instruments is regulated definitively by the Financial Ser-
vices Act (FinSA).

Status: Hearing until 15 October 2020
Expected adoption: Q1 2021
Expected entryintoforce: Q2 or Q32021

e Specificamendments to the circularbased on the ex-postevaluation carried out.
o Extensionofthelist of foreign authorities qualifying for treaty assistance.
e Details ofthe reporting processfor planned exchanges of information with foreign auth orities.

s
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Status: Published 13 December 2019 and 12 November 2020, respectively
Extension ofthe transitional period untilthe entry into forceofthe DLT Ordinance, but not later
than 1 January 2022

e Basic obligation, as of 4 January 2020, in accordance with the transitional provisionssetoutinart. 131
para. 5 FMIO for theexchange of securities relating to OTC derivative transactions that are notsettled
centrally, which involve share options, index options or similar equity derivatives, such as derivatives based
on abasketofshares.

e FINMAguidance 4/2019 extends thetransitional period to 4 January 2021.

e Extensionofthe transitional period untilthe entry into forceofthe DLT Ordinance (Ordinanceonthe imple-
menting provisions conceming the Federal Act on the Adaptation of Federal Law to Developments inthe
Distributed Ledger Technology expected to enter into forceas of 1 August 2021), but not laterthan 1 Janu-
ary 2022

Status: In force since 14 April 2020
Extension oftransitional period until 1 September 2022

e Extensionofthe deadlines accordingto art. 131 para. 5lit. d ®® and lit. e FMIO for completing the final two
implementation phases of the margin requirements for non-centrally cleared OTCderivatives by one year.

e Duty to exchange initial margins applies to counterparties whose aggregated month-endaverage gross po-
sition of non-centrally-cleared OTC derivatives at group orfinancial or insurance group level:
— is greater than CHF 50 billion for each of themonths of March, April and May 2021: from 1 September
2021;

— is greater than CHF 8 billion foreach of the months of March, April and May 2022: from 1 September
2022.

2.4.Other topics

Status: Adopted by Parliamenton 19 June 2020
Revisionsto the Law published on 30 June 2020
Referendumdeadline: 8 October 2020
In force since 1 January 2021

e Genderquotasforthe Board ofDirectors (min. 30 % each)and Executive Board (min. 20 %) of large listed
companies (>250 employees), ‘comply or explain’ clause.

e Increasedtransparency requirements applicable to the commodities sector through the disclosure of pay-
ments to state-owned entities.

s
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Status: Adopted by Parliamenton 19 June 2020

Revisionsto the Law published on 30 June 2020
Referendumdeadline: 8 October2020
Expected entryinto force: 2022

Implementation ofthe provisions of the Ordinanceagainst excessive remuneration in listed companies lim-
ited by shares (ERCO) infederal law.

Establishes guidelines for signing-onbonuses and compensation for prohibition of competition.
Liberalisation of the incorporation and capital provisions.

Revision ofthe provisions relating to impending illiquidity, capitalimpairment and over-indebtedness (art.
725 etseq CO).

Better alignment of the law on companies limited by shares (Company Law) to the newAccounting Law,
e.g.regarding acompany’s own shares and the use of foreign currencies in accounting and financial re-
porting.

Proposed solutions with regard to shares held that are notrecorded in the stockregister (so-called ‘dispo
shares’).

More flexibility for conducting general meetings by electronic means.

Status: Adopted by Parliamenton 19 June 2020

16

Obligation to publish areport on non-financial matters, in particular on CO- objectives, social issues, hu-
man rights, employee concerns and the fight against corruption, applicable to:

— Public Interest Entities,
— with atleast 500 full-time positions on an annual average on a group basis, and
— whichexceed one of the following criteria in two consecutivefinancial years:

o Total assets: CHF 20 million,

o Turnover:CHF 40 million.

Introduction of due diligence and transparency requirementsin relation to minerals and metals from conflict
zones and to child labour

— Compliance with duties of due diligence regardingthe supply arising from the trade and processing of
specified metals fromconflict zones and high-risk areas;

— Compliance with duties of due diligence when offering products or servicesthat are under reasonable
suspicion of being produced or supplied using child labour.

— Reporting onthe fulfiiment of the duties of due diligence.

Regulatory developments | Status: 1.January 2021 | Interdisciplinary projects



Status: In force since 1 July 2020

e Employersmustconductapay analysis every four years if they have more than 100 employees.
e Employeris exemptedifthe analysis shows pay isequal.

e Pay analysesperformed using a standard analysistool provided by the Federal Government or using a sci-
entific and legally compliant method.

¢ Reviewofinternal pay analysis by an independent body:

— Authorised auditfirm; or

— Organisations for the representation of employees orthe promotion of gender equality.
e Duty to provideinformation about the results of the equal pay analysis

— totheshareholdersoflisted companiesinthe notes to the financial statements; and

— totheemployees.
e Measures limited to a periodof twelve years until 30 June2032.

Status: In force since 1 July 2020

Firstequal pay analysis forcompanies with at least 100 employees to be carried out by 30
June 2021, atthe latest.

e Regulation of the training of lead auditors who carry outequal pay analyses on behalf of employers.
e Determiningthe subject of the audit.
e Limitation ofthe periodofapplication of the Ordinance until 30 June 2032.

Status: Adopted by Parliamenton 25 September 2020
Referendumdeadline: 14 January 2021
Expected entryinto force: 2021

e Extendeddutiesto provide information and keep records.

e Strengthening of the supervisory body and tighter sanctions.

e Takes intoconsiderationthe EU’s General Data Protection Regulation (EU-GDPR), which applies as of 25
May 2018, and the Council of Europe's Convention forthe Protection ofIndividuals with regard to Auto-
matic Processing of Personal Data (ETS 108).

e Companies that have cross-border businessinthe EU must observe the provisions of EU-GDPR.

e In September 2018, Parliament approved a phased approach to the bill:

— 1. Implementationof EU Directive 2016/680 on the protection of natural persons with regard to the pro-
cessing of personal data by competent authorities forthe purposes of the prevention, investigation,
detection or prosecution of criminal offences orthe executionof criminal penalties (furtherdevelop-
mentofthe Schengen acquis).

— 2. Total revision of the Federal Act on Data Protection (FADP) ap proved by Parliament on 25 Septem-
ber 2020.
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Status: Hearing expected in Q4 2021
Expected entryinto force: 2021

e Total revision ofthe ordinance onthe basis of the amended Federal Act on Data Protection.
e Specification of the implementing regulations regarding the Federal Act on Data Protection.

Status: Replacement of LIBOR by the end of 2021 at the latest

e Banks currently participatingin fixingthe LIBOR will be no longer compelled to contribute rates from 2021
onwards.

e The National Working Group on Swiss Franc Reference Rates (NWG) is developing reform proposals to
replace LIBOR.

e Establish abasis forreplacing the CHF LIBORwith the introduction of the Swiss Average Rate Overnight
(SARON).

¢ Risks fortheinstitutions:
— Legalrisks relating to contracts for financial products that have a final maturity date after 2021;
— Valuationrisksrelating to derivatives and lending contracts that reference LIBOR;
— Operationalreadiness.

¢ FINMArecommendsaddressing the challenges of a potential replacement of LIBOR in goodtime.

Status: Adopted by Parliamenton 25 September 2020
Referendumdeadline: 14 January 2021
Entry into force: 1 February 2021 for amendmentsto the Code of Obligations, the Federal In-
termediated Securities Act and the Federal Act on International Private Law.
Expected entryintoforce: 1 August 2021 for otheramendments

Legal framework for the amendmentsto several lawsin connection with blockchain/distributed ledgertechnol-

ogy (DLT):

¢ IntheCode of Obligations: Increase legal certainty forthe transferof DLT-based assets by creating the
possibility of digital registers of rights, which can guarantee the functions of securities.

¢ IntheFederal ActonDebt Collection and Bankruptcy: Increase legal certainty by explicitly regulatingthe
segregation of crypto-based assetsin the event of bankruptcy.

¢ IntheBanking Act: Regulation of thetreatment of crypto-based assets as custodial assetsand on the seg-
regation of public deposits.

¢ IntheFinancial MarketInfrastructure Act: Create a new licencecategory for DLT-based tradingsystems.

¢ IntheFinancial Institutions Act: Create the possibility to obtain a licence to operate an organised trading
facility as a securitiesfirm.
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Status: Hearing until 2 February 2021
Expected entryintoforce: 1 August 2021

Implementation ofthe adaptations of the Federal Act on the Adaptation of Federal Law to Developmentsin Dis-
tributed Ledger Technology in relevant ordinances and implementing decrees. The following ordinancesrele-
vantto the financial market will be subject to substantial amendments:
e Banking Ordinance (BankO):

— Definition of cryptographic-based assets subject to approval, and

— Establish the authorisation requirements.
e Financial Institutions Ordinance (FinlO):

— Extension ofthe recordingand reporting duties of securitiesfirmsto DLT securities authorised for trad-

ing onaDLT trading facility;
— New provisionson the eligible capital for non-account-holding securities firms;
— Establishthe duties of representatives of foreign financial institutions that provide financial services to

comply with the FinSAregulations and to enter theirclientadvisors inaregisterof advisorsif services
are provided to private customers.

e Anti-Money Laundering Ordinance (AMLO):
— Establishthe requirementto subject financial intermediaries to the AMLO, to permit the transferof vir-
tual currenciesto third partiesand to maintain a lasting business relationship with the contracting party.
e Financial Market Infrastructure Ordinance (FMIO):

— Precise definition of theauthorisation requirements and obligations of DLT trading facilities newly pro-
videdforinthe FMIA.

Status: Publication ofthe report ofthe Federal Council of 24 June 2020 on sustainability in the finan-
cial sector
Announcementoffurther steps by the Federal Council on 11 December 2020

Federal Council measuresregarding the framework conditions to improvethe competitiveness of the Swiss

financial centre.

e Preparation of thebinding implementation of the recommendations of the Task Force on Climate-related
Financial Disclosures (TCFD) by Swiss companiesin all sectors oftheeconomy.

e Preparation by autumn 2021 of proposed adjustmentsto financial market legislation in order to prevent
feigned sustainable business activitiesin terms of their environmental impact (g reenwashing).

e Recommendation of the Federal Councilthat financial market players publish their methods and strategies
in relation to climateand environmental risks when managing clients' assets.

e Steppingup Switzerland's commitment to international environmental conferences and initiatives, fo cussing
on the disclosure of environmental information and the intemalisation of environmental costs.
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3.1. Accountingand reporting

Status: In force since 1 January 2020

Application of the provisions for the creation of value adjustments for default risks in thefinan-
cial statementsforthe 2021 financial year, at the latest

Transitional periods forthe creation of value adjustments for expected losses and forinherent
defaultrisks until 31 December 2025, at the latest

Enactmentofthe FINMA ordinance on accounting, which contains the fundamental provisions on valuation
and recognition, and the integration of accounting and disclosure practice and the existing FAQsin the total
revision of FINMA circ. 20/1.

Introduction of an approach for calculating allowances for past duereceivables not considered to be im-
paired in addition to thespecific allowances for doubtful accounts receivable:
— Categoryland 2banks:

o Expectedlossapproachin accordance with the international accounting standard used;

o If no intemational accounting standard is used, theexpected losses are determined on the basis
of:

o Model-based expected loss ap proach for all portfolios using the IRB approach;
o asimplified approach for other holdings.
— Category 3 bankswith significant activitiesin the interest rate spreads business:
o Creation of value adjustments for inherent d efault risks
— Otherbanks:
o Creation of value adjustments for latent d efault risks.
Banks can voluntarily ap ply a stronger,more comprehensive approach.

Value adjustments for expected and inherent losses may be used for specific allowances for d oubtful ac-
countsunlessinternational accounting standards are applied.

Disclosure of:

— Methods, data and assumptions for the recognition of allowances for past d ue receivables not consid-
ered to beimpaired;

— Parameters relating to the use, underfunding and rebuilding of value adjustments for expected and in-
herentlosses.

Status: In force since 1 January 2021

Regulation of the equal treatment of disclosures by account-holding securities firms and banks.

Status: In force since 7 April 2020

Treatmentof COVID-19 creditsin the financial reporting of banks and inthe interest risk report
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3.2.Disclosure

Status: Basel Committee standard published on 11 December 2018

Implementation in Swiss lawpending, expected entryinto force: approx. 2023

Extension ofthe duties of disclosure inthe areas of:

— Creditvaluation adjustment (CVA);

— Regulatorytreatment of problematic activities;

— Qualitative and quantitative information on o perational risks;

— Comparison of risk-weighted assets calculated usingmodel-based and standardised ap proaches;
— Encumbered/ceded assets;

— Dividendrestrictions.
Adaptation of the other current disclosure templates and tables from Phase Il.

Status: Hearing until 19 January 2021

Adoption and expected entryinto force mid-2021

Annual disclosure of climate-related financial risk managementinformation:
— Key features ofthe governance structure for climate-related financial risks;
— Description of the climate-related financial risks affecting the strategy;
— Risk management structures and processes;
— Criteriaand methods for assessing the significance of climate-related financial risks;
— Quantitative information and methodology.
Limited applicationto category 1 and 2 banksonly.

3.3. Capital adequacy/risk diversification

Status: In force since 1 January 2019

21

Transitional periods foradditional gone-concem minimumecapital requirements until 2025

Introduction of gone-concern minimum capital fordomestic systemically important banks (D-SIBs).

Investmentsin group companies active in financial services: deduction of financial interests from capital
(froman individual company perspective) replaced by a financialinterest risk-weighting forgroup compa-
nies basedin:

— Switzerland: 250%
— Abroad: 400%

Group companiesthat provide the services necessary for thecontinuation ofa bank's business processes
are subjectto consolidated supervision by FINMA.

Regulatory developments | Status: 1. January 2021 | Banks/securities firms



Status: In force since 1 January 2020
The previous requirements may continue to be applied for the 2020 financial statements

e Regulation forthe recognition of allowances for past due receivables not considered to be impaired and
provisionsforoff-balance-sheet transactions past due but not considered to be impaired in the supplemen-
tary capital T2.

Status: Deactivated as of 28 March 2020

e Repeal ofthe counter-cyclical capital buffer of 2% Core Tier 1 capital forrisk-weighted positions of mort-
gage loansdirectly and indirectly financing residential property located in Switzerland.

Status: In force since 31 March 2020
Valid until 1 July 2020, with the possibility of an extension, if necessary
Exemptions relating to the leverage ratio extended until 1 January 2021

Clarifications for dealing with the COVID-19 credits with fed eral guarantees within the framework of the
capital and liquidity requirements.

e Temporary exemptions relatingto risk diversification:

— The exemptions applied to risk diversificationwill not be continued d ue to lack of demand and will end
on 1July 2020.

o Temporaryreliefrelating to the leverage ratio:

— Reduction ofthe reliefin the leverage ratio calculation in the event ofdividend distributions in accord-
ance with FINMA guidance 03/2020 dated 7 April 2020.

— FINMA guidance 06/2020 extended the leverage ratio relief until 1 January 2021. Thisalso appliesto
thereductionin leverage ratio reliefin the event of dividend distributions.

¢ FINMAshall extend theexemptions, if required.

Status: In force since 1 July 2020

e Deletionof concordance tablesforthe classification of external ratings into rating classes fromthecircular
and the FINMA website.
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Status: Consultation fortransposition into national regulation: expected in Q4 2021
Implementation ofmost of the Basel Committee’sreforms by 1 January 2023
Phased increase of outputfloors for internal model-based ap proaches from 2023 to 2028

e Revisionsto the standardised ap proach for weighting credit risks through:

— Greater differentiation of risk weights rather than using flat rates, especially forexposures secured by
residential or commercial property depending on the loan-to-valueratio; and

— Further assessment requirements forthe application ofexternal ratings.

o Useoftheadvanced IRBapproach notallowed forcertain exposure classes, especially exposuresto cor-
poratesand to financial institutions.

¢ Revisionsto the calculation methodology of credit valuation adjustments (CVAS).

e Replacement of previous approach to minimum capital requirements for operational risk (basicindicator,
standardised and advanced measurementap proaches) by a standardised approach based on earnings
and historical losses.

e Revisionofthe calculationmethodology of the leverageratio and introduction ofa leverage ratio buffer for
global systemically important banks (G-SIBs).

o Outputfloor setfor the intemal model-based ap proaches at a minimum of 72.5% of risk-weighted assets
calculated using the standardised approaches.

e Entryintoforceofthe requirementsforcalculatingminimumcapital requirements for market risks (FRTB)
postponed from 2019 to 1 January 2023.
o Simplified implementation of the rules for category 3 to 5 banks.

Status: Ex-post evaluationexpected in 2023

o Assessmentofthe effectiveness ofthe originally enacted regulation.

3.4. Liquidity

Status: Publication ofthe final legislative bills: 11 September 2020
Entry intoforce: 1 July 2021

e Enactmentof mandatory requirements relating to the Net Stable Funding Ratio (NSFR).

e Therequirementis metifthe weighted Available Stable Financing (ASF) is greater than the weighted Re-
quired Stable Financing (RSF).

e Exemptions possiblefor individual institutions belonging to a financial group.
e Banks subjectto the regime forsmallbanks are exempt from compliance with the NSFR requirements.

Status: In force since 4 November 2020 with effect from 1 January 2020

e Extensionofthe simplifications applicable to small banksin supervisory categories 4 and 5to all securities
firms, regardless of their size.
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Status: Hearing until 13 July 2020
Entry intoforce: 1 July 2021

¢ Requirementsforthe introduction of the net stable fundingratio (NSFR) were already the subject ofacon-
sultation or hearing in 2017. Adjustments to the requirements, which have become necessary since then.

e Technicalimplementing regulations and specifications of thenew NSFR requirements according to art.
17f-s LigO.

e Qualitative requirements and LCR: clarifications, further details and additionsin certain areas.

Status: In force since 19 May 2020

e Treatmentof COVID-19 refinancing facility with regard to the net stable fundingratio (NSFR).

3.5. Asset management/cross-border

Status: Entry intoforceon 1 January 2022 atthe latest

e Ensuringthe contentofthe additional rulesis compatible with the Financial Services Act (FinSA).

e Better considerationof currentinvestment strategies.

e Guidelinesadopted inthe form of voluntary self-regulation, without recognition by FINMA and thus notgen-
erally binding.

e Institutions thatadopt FinSA before the end of the transitional period, i.e. before 1 January 2022, and notify
their auditors of the change may apply the Guidelines as of that date.

3.6. Credit business

Status: In force since 1 January 2020
Transitional period until 30 June 2020 for the ad aptation of technical systems

e Minimumdown payment of
— 25% ofan investment property’s value (previously 10%)
— 10% ofan owner-occupied residential property’s value (unchanged).
e Clarification of the recognition of inheritance advances, gifts and loans in down payments.
e Mortgage debtto be amortised to two thirds of theloan-to-value ratio of
— investment properties within a maximum of 10 years (previously 15 years), and
— ofowner-occupied residential property within a maximum of 15 years (unchanged).
e Applicabilityof the new rulesto newbusiness and mortgage debtincreases.
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Status: In force since 26 March 2020

Repealed as of 19 December 2020 with the entryinto force of the COVID-19 Jointand Several
Guarantee Act.

Package of measures to cushion the economicimpact of the coronavirus pandemic.

Requirementsforthe granting and assessment of joint and several guarantees of the Federal Government:
— Quick and straightforward process for credits up to CHF 500,000 (‘COVID-19 Credit);

— Processfor credits from CHF 500,000 to CHF 20,000,000 (‘COVID-19 Credit Plus’).

Maximum term ofthe joint and several guarantee is five years, with the possibility of extending the repay-
ment period by two years in cases of hardship and subject to approval by the Guarantee Organisation.

Regulates the duties of the participating banks and the interest charged on the loans.

Status: In force since 19 December 2020

25

Referendumdeadline: 10 April 2021

Incorporation of the emergency COVID-19 Joint and Several Guarantee Ordinance into ordinary law.

Regulates the rights and obligations of thefour recognised g uarantee organisations.

Regulates allimportant aspects over the lifetime of the credits, but not the ongoing granting of credits until

31 July 2020.

Providesfor instruments to combat abuse and deal with cases of hardship:

— Possibilityto extend existing five-year repayment period not only by two years, but by another five
years to amaximum total often years.

— Guaranteed credit of up to CHF 500,000 not regarded as debt for the whole term ofthe credit, in order
to avoid over-indebtedness in accordance with the Code of Obligations.

Federal Councilwill adjust the interest rate annually according to market d evelopments.

The statutory auditors of the borrower must set adeadline inthe event of violations ofthe COVID-19 Joint

and Several Guarantee Actand, if necessary, inform the guarantee organisation of any other violations of

the law.

Extension ofthe validity of the COVID-19 Joint and Several Guarantee Ordinance until theentryinto force

ofthereplacementact.
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3.7.0rganisation/risk management

Status: In force since 1 April 2018

3.

After entry into force: immediate application to new or modified outsourcing arrangements
Transition period of fiveyearsto amend pre-existing o utsourcing arrangements

Replaces FINMA circular 08/7 ‘Outsourcing — banks'.
Obligation to maintain arecord of all outsourced services.

Requirements ofthe circular apply to intra-group outsourcing. However, rules may be relaxed if risks are
provennotto existorreguirementsare notrelevant.

In case of outsourcing abroad, all the necessary datarequired in the event of restructuring, resolution and
liguidation must be accessible in Switzerland at all times.

Extension ofthe area of application to includeinsurancecompanies.

8. Othertopics

Status: Federal Dispatch to Parliament published on 19 June 2020

Parliamentary consideration expected during the 2021 springsession
Expected entryinto force as of beginning of 2022, at the earliest

Measures to improve depositor and customer protection:

— Period inwhichinsured deposits are paid outin the event of bankruptcy shortened to seven working
days;

— Banks may deposit securities with a secure third-party custodian or grant cash loans to the depositin-
surance institution amounting to 50% of the contribution obligation;

— No requirementto hold liquidity for potential cash outflows to the depositor protection scheme;

— Thescheme's systemicupper limitis to be increased to 1.6% of the totalamount of insured deposits
and atleast CHF 6 billion.

— Obligation of each bank to make preparations rapidly to drawup payment schedules, contact deposi-
tors and execute payments on the basis of the lists of depositors.

Legal basis of instruments for restructuring banks which affect the rights of owners and creditors and were

previously only regulated in the FINMA Banking Insolvency Ordinance (BIO-FINMA).

Introduction inthe Federal Intermediated Securities Act (FISA) of theobligation to segregate proprietary

assets and customers’ assets recorded in custody accounts throughout the entire domestic ‘custody chain’.

Improving the function of the Swiss mortgage bond systemin the event ofthe insolvency of amember bank

by amending the Mortgage Bond Act (MBoA).

Status: In force since 1 January 2021

26

Adoptioninthe FINMA regulations of newly created regulationsin the superordinate legislation (FinSAand
FinlA).
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FINMA circular 08/14 ‘Supervisory reporting —banks’ | Repeal of statement
Status: ¢ Inforcesince1January 2021

¢ Repeal ofthe ‘Statement on qualified or significant equity interests’.

FINMA circular 10/2 ‘Repurchase and reverse repurchase transactions and securities
lending and borrowing transactions (Repo/SLB) | Repeal

Status: ¢ Repealedas of31December 2020

e Repeal ofthecircular, as its provisions are largely contained in the Financial Institutions Act (FinlA) and the
Financial Institutions Ordinance (FinlO).
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4. Fund management companies/in-
vestment funds/
representatives of foreign collective
Investment schemes

Collective Investment Scheme Act (CISA) | Introduction of funds not subject to authori-
sation

Status: ¢ Federal Dispatchto Parliament published on 19 August 2020
* Consideration by Parliamentpending
* Expectedentryintoforce: 1 January 2022, atthe earliest

¢ Introduction of a category of funds that are not subject to authorisation by FINMA.

o Limited Qualified Investment Funds (L-QIF) would be reserved for qualified investors such as pension
funds andinsurers.

FINMA Collective Investment Schemes Ordinance (CISO-FINMA) | Adjustments result-
ing from FinSA/FinIA

Status: ¢ Inforcesince 1January 2021

o Transfer of the requirements for fund management companies and asset managers of collective investment
schemes into the FINMA Financial Institutions Ordinance (FinlO-FINMA).

e Regulation of publication and reporting obligations for representatives of foreign collective investment
schemes.

FINMA Collective Investment Schemes Bankruptcy Ordinance (CISBO-FINMA) | Adjust-
ments resulting from FinSA/FinlA

Status: ¢ Inforcesince 1lJanuary 2021

e Adoptioninthe FINMAregulations of newly created regulationsin the superordinate legislation (FinSAand
FinlA).

FINMA circular 18/3'Outsourcing' | Extension of scope of application

Status: ¢ Inforcesince 1January 2021

e Extensionofthe scope of the circularto include fund management companies, SICAVs and fund ad minis-
trators.

e Thecircular doesnotapply to asset managers and trustees.
e Definition of tasksthat shall not be outsourced.
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Status: Expected entryinto force as of beginning of 2021, at the earliest

e Revision ofthe SFAMA self-regulation (guidelines, technical recommendations, model documents) based
on the newly enacted FinSA and FinlAlegislation, the amended CISA, the corresponding ordinances of the
Federal Counciland FINMA regulations.

This publication has been prepared for general guidance on matters of interest only, and does not constitute professional advice. It does not take into ac-
count any objectives, financial situation or needs of any recipient; any recipient should not act upon the information contained in this publication without ob-
taining independent professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information
contained in this publication, and, to the extent permitted by law, PricewaterhouseCoopers, its members, employees and agents do not accept or assume
any liability, responsibility or duty of care for any consequences of you or anyone else acting, or refraining to act, in reliance on the information contained in
this publication or for any decision based onit.

© 2020 PricewaterhouseCoopers. All rights reserved. PricewaterhouseCoopers refers to the network of member firms of PricewaterhouseCoopers Interna-
tional Limited, each of which Is a separate and independent legal entity.
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