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Collateralization of certificates —
a service of SIX Swiss Exchange

Information for investors in Collateral Secured Instruments

SIX Swiss Exchange AG (“SIX Swiss Exchange”) in collaboration with SIX SIS AG (“SIX SIS”) offers
issuers a service for the collateralization of certificates. By this procedure, the current value of a
Collateral Secured Instrument (“COSI”) is secured by a collateral provider in favour of SIX Swiss
Exchange. The collateralization is based on the “Framework Agreement for Collateral Secured
Instruments” (hereinafter the “Framework Agreement”), which the issuer and the collateral pro-
vider conclude with SIX Swiss Exchange and SIX SIS. Investors are not parties to the Framework
Agreement. However, the Framework Agreement is of significance to the legal position of the
investors in the event of a liquidation of collateral.

If certain events defined in the Framework Agreement occur (so-called liquidation events), the
collateral will be liquidated. Upon the occurrence of a liquidation event, the COSI shall become
due and payable within a certain time period. At that point in time, investors’ claims against SIX
Swiss Exchange for the payment of their pro-rata share of the net liquidation proceeds of the col-
lateral arise automatically. Investors have no further claims against SIX Swiss Exchange or SIX SIS.
At their request, investors may obtain from the issuer a free of charge copy of the Framework
Agreement in German or as an English translation. Other rules and regulations of SIX Swiss
Exchange and SIX SIS pertaining to the collateralization of certificates can be accessed at www.
six-swiss-exchange.com.

This information sheet does not contain a complete description of the investor’s legal position,
but instead provides a simplified overview of the collateralization of certificates. The legal position
of an investor in COSl is determined solely by the provisions of the Framework Agreement. In the
event of contradictions between the provisions of the Framework Agreement and this information
sheet, the Framework Agreement takes precedence.

Neither the conclusion of the Framework Agreement nor the collateralization of a certificate
constitute a value judgement on the part of SIX Swiss Exchange or SIX SIS with regard to the
issuer, the collateral provider or a COSI. The distribution of COSl is the responsibility of the issuer.
COSI do not constitute collective investment schemes pursuant to the Federal Act on Collec-
tive Investment Schemes (CISA). They do not require authorization or supervision by the Swiss
Financial Market Supervisory Authority FINMA.

This information sheet pertains only to certificates that are collateralized within the scope of the
service rendered by SIX Swiss Exchange and SIX SIS.



What is the collateralization of certificates all
about?

Certificates are bearer debt instruments (claims). The
investor who purchases a certificate incurs a default
risk, the level of which depends on the solvency of the
issuer. The insolvency of the issuer may lead to a total
loss by the investor. In order to minimize this risk, SIX
Swiss Exchange in collaboration with SIX SIS offers
a service for the collateralization of certificates. The
collateralization is based on the “Framework Agree-
ment for Collateral Secured Instruments” (“Framework
Agreement”), which the issuer and the collateral pro-
vider conclude with SIX Swiss Exchange and SIX SIS.
Based on the Framework Agreement, the collateral
provider undertakes to grant SIX Swiss Exchange a
right of lien on selected securities (book entry securi-
ties, securities embodied in a certificate, value rights or
cash). The COSI and the collateral are valued on each
banking day. The collateral provider is obliged to adjust
the level of the collateralization to any changes in value.

Investors do not themselves have a surety right to the
collateral. However, the collateralization works in their
favour in so far as the collateral shall be liquidated
upon the occurrence of certain events as defined in
the Framework Agreement (liquidation events) and the
net proceeds of the liquidation of the collateral are dis-
tributed proportionately among the investors.

The service offered by SIX Swiss Exchange and SIX
SIS can be depicted as follows:
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Which certificates can be collateralized

The service of SIX Swiss Exchange and SIX SIS facili-
tates the collateralization of certificates that are listed
on SIX Swiss Exchange and traded on Scoach Swit-
zerland. Possible trading currencies for COSl are Swiss
franc (CHF), Euro (EUR), British pound (GBP), Japanese
yven (JPY) and US dollar (USD). Condition for collaterali-
zation is the availability of relevant prices (fair market
price, bond floor and/or required capital-protection
level) for the COSI. The term to maturity of the COSI
may not exceed eight years.

The issuer undertakes to ensure that market making for
the COSl is in place for the entire period during which
the COSI are admitted to trading; bid prices for COSI
must be posted continually in the secondary market.

How does the collateralization of certificates
work?

The collateral provider undertakes to secure the current
value of the COSI in favour of SIX Swiss Exchange. The
Collateralization shall take the form of a conventional
right of lien. Investors do not themselves have a surety
right to the collateral. The collateral is booked into an
account of SIX Swiss Exchange with SIX SIS. There is
no allocation of collateral to specific issues of COSI.
It is compulsory that the collateralization be properly
maintained during the entire term of the COSI. Partial
collateralization of a given issue is not possible.
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Should the value of the collateral fall below the total current values of all the COSI, the collateral
provider is obliged to make the additional collateral available on the same day. A duty to provide
additional collateral by the collateral provider is triggered when the current values of the COSI
increase or the value of the collateral decreases. Where the value of the collateral increases or the
current value of the COSI decreases, SIX Swiss Exchange shall return to the collateral provider
collateral equivalent to the excess collateralization.

The Framework Agreement constitutes the legal basis for the collateralization. In keeping with its
provisions, the Framework Agreement is concluded for the benefit of investors in the COSI. The
Framework Agreement is a so-called genuine contract in favour of third parties in accordance
with Article 112 of the Swiss Code of Obligations.

How is the actual amount of collateralization determined?

The amount of collateralization depends on the current values of the COSI. The method for cal-
culating the current value shall be determined for each COSI upon application for (provisional)
admission to trading and shall remain unchanged for the entire term of the COSI. The issuer shall
disclose in the listing prospectus according to which of the methods described below (A or B) the
current value of the COSI shall be calculated. The current values shall be determined in the trading
currency of the COSI on each banking day. On that basis, the necessary level of collateralization
shall be expressed in Swiss francs.

The rules for determining the effective current values are based on SIX Swiss Exchange’s “Special
Provisions governing Collateral Secured Instruments”. Specifically, the current values of COSI
are calculated as follows:

Method A: Fair value procedure

The fair value procedure is essentially based on prices for the certificates as calculated by third
parties (so-called “fair values”) in as far as such prices are available, which are taken into account
in the determination of the current values of the COSI according to the following rules.

Scenario no. CBP' Fv12 Fv23 PCP* Current value of the certificate corresponds to:
1 - - = = ISP

2 - - - X PCP

3 = = X = ISP or FV2 depending on which value is greater
4 - X - - ISP or FV1 depending on which value is greater
5 X - - - ISP or CBP depending on which value is greater
6 - - X X FV2 or PCP depending on which value is greater
7 - X - X FV1 or PCP depending on which value is greater
8 X - - X CBP or PCP depending on which value is greater
9 - X X - FV1 or FV2 depending on which value is greater
10 X - X - CBP or FV2 depending on which value is greater
1" X X - - CBP or FV1 depending on which value is greater
12 - X X X FV1 or FV2 depending on which value is greater
13 X - X X CBP or FV2 depending on which value is greater
14 X X - X CBP or FV1 depending on which value is greater
15 X X X = If CBP is lower than FV1 and FV2, then FV1 or FV2

depending on which of these two values is lower; if CBP is
equal to or greater than FV1 and/or FV2, it is always CBP

16 X X X X If CBP is lower than FV1 and FV2, then FV1 or FV2
depending on which of these two values is lower; if CBP is
equal to or greater than FV1 and/or FV2, it is always CBP




Method B: Bond floor procedure

The bond floor procedure is based on the following rules for determining the bond floor in accord-
ance with the specifications of the Federal Tax Administration (Berne/Switzerland).

Scenario no. CBP! PCP* BFP® Current value of the certificate corresponds to:
17 - = = ISP

18 - X - PCP

19 = = X ISP or BFP depending on which value is greater
20 X - - CPL’ or CBP depending on which value is greater
21 X - X BFP or CBP depending on which value is greater
22 X X - CPL or CBP depending on which value is greater
23 - X X BFP or PCP depending on which value is greater
24 X X X BFP or CBP depending on which value is greater

Abbreviations used in the foregoing tables:

1 The closing bid price for the COSI on Scoach Switzerland of the previous trading day

2 the first fair value of the COSI as calculated by a third party on the basis of the underlying securities’ closing prices of the previous
trading day

3 the second fair value of the COSI as calculated by a third party on the basis of the underlying securities’ closing prices of the previous
trading day

4 the current value of the COSI as determined in accordance with method A or B on the previous trading day

5 the original issue price of the COSI

6 the bond floor price for the COSI on the previous trading day as determined by SIX Telekurs in accordance with the specifications of
the Federal Tax Administration, Berne (Switzerland)

7 the capital protection level according to the COSI's redemption provisions

A value available for the given day is indicated with (x); an unavailable value is expressed by ().

Which companies calculate the current values of COSI?
At present, the current values of COSI are determined by the following companies:

— Derivative Partners Research AG, Zurich/Switzerland (www.derivativepartners.com)

— European Derivatives Group AG, St. Gallen/Switzerland (www.derivatives-group.com)

— SIX Telekurs AG, Zurich (www.telekurs-financial.com), which is mandated by the Federal Tax
Administration to calculate the bond floor price on a daily basis.

What type of collateral is accepted for the collateralization of certificates?

Collaterals from the following categories are acceptable for the collateralization of certificates:

— Securities accepted by the Swiss National Bank with regard to repo transactions;

— Securities accepted by the European Central Bank;

— Shares that are represented in recognized stock indices, the acceptance criteria of which
must ensure that the shares have sufficient market liquidity; and

— Cash (CHF, EUR, GBP, JPY, USD).

SIX Swiss Exchange selects the permissible forms of collateral from these categories on an
ongoing basis.

Not permissible as collateral are (i) securities of companies in which the issuer or the collateral
provider directly or indirectly hold at least twenty percent of the share capital or voting rights;
or (ii) securities of companies that themselves have interests or voting rights in the issuer or the
collateral provider in such an amount; (iii) shares of the issuer or the collateral provider; and (iv)
issues for which the issuer or the collateral provider act as borrower.



Depending on the type of collateral, certain margins are applied (so-called haircuts) which are
provided for in the Framework Agreement. The relevant value of the securities used for collat-
eralization is calculated on the basis of their market value less the counter value of the margin.

Who can act as a collateral provider for COSI?

The collateral provider must be licensed as a domestic bank pursuant to the Swiss Federal Act on
Banks and Savings Banks, or as a domestic securities dealer pursuant to the Swiss Federal Act
on Stock Exchanges and Securities Trading. There may be only one collateral provider per issuer.

Is it possible to change the collateral provider?

A change in the collateral provider is possible. For this purpose, the new collateral provider must
become a party to the issuer’'s Framework Agreement. The accession will take effect upon its
approval, provided that the issuer’'s COSI are completely collateralized by the new collateral
provider. Under this condition, the new collateral provider assumes the function of the previous
collateral provider.

Which events can lead to a liquidation of the collateral?
Upon the occurrence of certain events, the collateral will be liquidated. A liquidation event arises
if and when:

— the collateral provider fails to provide the required collateral, fails to do so in due time or if
the collateral provided is not free from defects, unless any such defect is remedied within
three banking days;

— the issuer fails to fulfil a payment or delivery obligation under a COSI upon maturity
according to the issuing conditions, fails to do so in due time or if its fulfilment of such
obligations is defective, unless any such defect is remedied within three banking days;

— the Swiss Financial Market Supervisory Authority FINMA (Berne/Switzerland) orders
protective measures with regard to the issuer or the collateral provider under Article 26
paragraph 1 letter (f) to (h) of the Federal Act on Banks and Savings Banks, or restructuring
measures or liquidation (winding-up proceedings) pursuant to the provisions of the Federal
Act on Banks and Savings Banks;

— a foreign financial market supervisory authority, another competent foreign authority or
a competent foreign court orders an action that is comparable with the aforementioned
FINMA measures;

— the market making obligation for the COSI is breached for ten consecutive banking days;
— the collateral provider's participation at SIX SIS ceases;

— the provisional admission of the COSI to trading lapses or is cancelled and the issuer fails
to satisfy the investors’ claims within thirty banking days of the lapse or cancellation of the
provisional admission; or

— the COSI are delisted at the request of the issuer or for some other reason and the issuer fails
to satisfy the investors’ claims within thirty banking days of the last trading day.

The Framework Agreement provides for the exact time at which each liquidation event occurs.
SIX Swiss Exchange is under no obligation to investigate the occurrence of a liquidation event. In
determining the occurrence of a liquidation event, SIX Swiss Exchange bases its decision on reli-
able sources of information only. SIX Swiss Exchange shall determine with binding effect whether
an incident qualifies as a liquidation event and at what point in time a liquidation event occurred.



What happens in the case of a liquidation event?
If a liquidation event occurs, the collateral will be
liquidated provided this is not prevented by legal or
actual hindrances. The remedy of a liquidation event
is not possible. If a liquidation event occurs, SIX Swiss
Exchange is, at its own discretion, entitled to privately
liquidate all existing collateral immediately or at some
later date, provided the applicable legal provisions do
not prohibit such private liquidation. Otherwise, the
collateral shall be delivered to the responsible person
for liquidation. The liquidation encompasses all of the
securities and relates to all of the issuer’s COSI that are
subject to collateralization under the provisions of the
Framework Agreement. SIX Swiss Exchange can make
public the occurrence of a liquidation event.

If a liquidation event has occurred, SIX Swiss Exchange
will make a binding determination of the current val-
ues of all of the issuer’s COSI in their respective trad-
ing currency. The current values of the COSI on the
banking day immediately preceding the date on which
the liquidation event occurred shall be applicable. The
investors'’ claims against the issuer in connection with
the COSI are determined on the basis of these current
values.

In the case of COSI in a different trading currency than
the Swiss franc, SIX Swiss Exchange shall, with bind-
ing effect for the parties to the Framework Agreement
and the investors, convert the current values into Swiss
francs. The exchange rates according to the regulations
of SIX SIS for the banking day immediately preceding
the date on which the liquidation event occurred shall
be applicable. The conversion of the current values
pertains only to the amount and the effect of the pay-
ment of pro-rata net liquidation proceeds by SIX Swiss
Exchange to the investors in COSI in a different trad-
ing currency than the Swiss franc and shall have no
further effect on the relationship between the investor
and the issuer.

SIX Swiss Exchange shall make public the applicable
current values of the COSI as well as the applicable
exchange rates.

Following a liquidation event, trading in all COSI may
be suspended, and the COSI may be delisted.

What effect does the occurrence of a liquidation
event have on the COSI?

The COSI will become due and payable thirty banking
days after the occurrence of a liquidation event, pro-
vided the certificates have not fallen due already as a
result of the issuer’s bankruptcy. SIX Swiss Exchange
shall make public the due date of the COSI.

What claims can be asserted by the investors?
When the COSI become due and payable in accord-
ance with the provisions of the Framework Agreement,
investors' claims against SIX Swiss Exchange for pay-
ment of a pro-rata share of the net liquidation proceeds
of the collateral arise automatically.

The maximum amount for each investor shall be his
share of the pro-rata net liquidation proceeds that rep-
resents the total current values of his COSI. Should the
combined current values of all investors in the issuer’s
COSIl exceed the net liquidation proceeds, the payment
of pro-rata shares of net liquidation proceeds will be
made according to the ratio between the total current
values held by individual investors and the total current
values accruing to all investors in COSI of the issuer.
In case of COSI in a different trading currency than
the Swiss franc, the investor’s claim against SIX Swiss
Exchange for payment of a pro-rata share of the net lig-
uidation proceeds will be determined according to the
current value of the COSI expressed in Swiss francs.

Any excess proceeds arising from the liquidation of the
collateral will be paid to the collateral provider.

Investors shall have no further claims against SIX Swiss
Exchange, SIX SIS or any other persons involved in the
service of SIX Swiss Exchange.

How are the net liquidation proceeds paid to the
investors?

Payments of the pro-rata net liquidation proceeds to
the investors are made via the banking system. The
payment is made exclusively in Swiss francs. Inves-
tors’ claims shall not bear interest. Should the payment
to the investors be delayed for any reason, SIX Swiss
Exchange will be neither liable for default interest nor
for any further damages.

Which consequences are associated with the
payment of the net liquidation proceeds to the
benefit of the investors?

SIX Swiss Exchange transfers the pro-rata share of
the net liquidation proceeds due to investors to SIX
SIS participants which hold the COSI directly or indi-
rectly for the investors. In doing so, it is released from
all further obligations. In certain instances, SIX Swiss
Exchange may execute the payment of proceeds in a
different manner, in particular for those investors who
hold their COSI via the issuer affected by the liquida-
tion event.



To the extent that pro-rata payments of
net liquidation proceeds are paid out to
the benefit of the investors, the inves-
tors’ claims against the issuer of COSI
expire. For COSI in a different trading
currency than the Swiss franc, the extent
of the expiry of investors’ claims against
the issuer is determined on the basis of
the exchange rate of the respective trad-
ing currency of the COSI to the Swiss
franc applicable on the banking day
immediately preceding the day on which
the liquidation event occurred. Decisive
for the point in time when the investors’
claims expire is the date on which SIX
Swiss Exchange transfers the pro-rata
share of net liquidation proceeds to the
parties involved in the actual payment.
SIX Swiss Exchange shall make public
the date of the transfer.

Upon payment of the pro-rata net lig-
uidation proceeds to the benefit of the
investors, the existing claims of SIX
Swiss Exchange against the collateral
provider for collateralization of the COSI
expire.

What costs arise from COSI and
who bears them?

The collateral provider pays SIX Swiss
Exchange a fee for the service of col-
lateralizing the certificates. These costs
may be taken into account for the pricing
of a COSI and may therefore be borne
by the investor, as the case may be. The
pricing of the COSI is the responsibility
of the issuer.

The costs (including taxes and duties,
as well as consulting fees) incurred in
connection with the liquidation of col-
lateral and the payment of the net lig-
uidation proceeds to the investors are
covered by the liquidation proceeds.
For this purpose, SIX Swiss Exchange
deducts a flatrate fee of 0.1 percent of
the entire liquidation proceeds for its
own expenses and for the expenses of
third parties. If extraordinary liquidation
and distribution costs are incurred, these
additional costs may also be deducted in
advance from the liquidation proceeds.

SIX Swiss Exchange and SIX SIS are entitled to satisfy in advance
out of the liquidation proceeds any outstanding claims they may
have against the issuer and collateral provider under the terms of
the Framework Agreement.

The remaining net liquidation proceeds are available for payment to
the investors in the COSI of the respective issuer.

Which risks are borne by the investor?

Collateralization cannot eliminate all investment risks associated with
COSI. In particular, the market risk arising from price fluctuations in
the COSI and the collateral remains fully with the investor.

Collateralization eliminates the issuer default risk only to the extent
that the proceeds from the liquidation of collateral upon the occur-
rence of a liquidation event (less the costs for the liquidation and
payment) are able to meet the investors’ claims. The investors bear
the following risks, among others:

— the collateral provider is unable to provide the additionally
required collateral if the value of the COSI increases or the value
of the collateral decreases;

— upon the occurrence of a liquidation event, the collateral cannot
immediately be liquidated by SIX Swiss Exchange because of
factual hindrances, or because the collateral must be handed
over to the executory authorities for liquidation;

— the payment to the investors becomes delayed for factual or
legal reasons;

— the calculation of the current value of a COSI proves to be
incorrect, potentially resulting in insufficient collateralization of
the COSI;

— the market risk associated with the collateral results in
insufficient liquidation proceeds, or in extreme circumstances,
the collateral might lose its value entirely until the actual
liquidation can take place;

— the maturity of a COSI in a foreign currency according to the
Framework Agreement may result in the investor incurring
a loss. This because the current value of the COSI, which
determines the investor’s claim against the issuer, is calculated in
that foreign currency, whereas the payment of the investor’s pro-
rata share of net liquidation proceeds is made in Swiss francs
and accordingly determines the extent to which the investor’s
claim against the issuer expires;

— the collateralization is challenged under the rules governing debt
enforcement and bankruptcy, so that the collateral cannot be
liquidated for the benefit of investors in COSI.



Which rules govern the liability associated with the collateralization

of certificates?

The Framework Agreement limits the liability of all parties concerned (i.e. the issuer,
the collateral provider, SIX Swiss Exchange and SIX SIS) to acts of gross negligence
and the wilful violation of obligations. Further liability is excluded.

The liability of SIX Swiss Exchange and SIX SIS in connection with the payment of
the pro-rata net liquidation proceeds in favour of the investors is limited according
to the provisions of the Framework Agreement.

How can investors obtain further information on the collateralization

of certificates?

The Framework Agreement, which is decisive with regard to the legal position of
investors in COSI, can be obtained from the issuer upon request free of charge
in the German version or in an English translation. Further information on the col-
lateralization of certificates is accessible via the website of SIX Swiss Exchange
WWW.Six-swiss-exchange.com.

What must investors bear in mind with regard to the judicial assessment

of their claims?

The investor's legal position is determined by the provisions of the Framework
Agreement. Investors are bound vis-a-vis SIX Swiss Exchange and SIX SIS to the
provisions of the Framework Agreement and in particular to the choice of Swiss
law as well as the exclusive jurisdiction of the Commercial Court of the Canton of
Zurich (Switzerland) for the legal adjudication of claims.

This information sheet constitutes neither investment advice nor an investment
recommendation with regard to COSI. The content of this information sheet
shall not be deemed to represent an offer or solicitation to buy or take any other
action with regard to COSI and does not serve as the basis for or component
of any contract. An investment decision on the part of the investor should be
taken solely on the basis of an issuer’s complete sales documentation. Further-
more, it is advisable to seek the assistance of a specialized financial consultant.
Information on the general risks and opportunities associated with certificates
can be found in the Swiss Bankers Association brochure entitled “Special Risks
in Securities Trading 2008” (accessible via www.swissbanking.org) and via the
website of the Swiss Structured Products Association (www.svsp-verband.ch).

SIX Swiss Exchange Ltd

None of the information contained herein constitutes an offer to purchase or sell a financial instrument traded on SIX Swiss Exchange Ltd. SIX Swiss Exchange Ltd assumes no liability for the accuracy,
completeness or uninterrupted availability of said information or for any damages arising from actions taken on the basis of information contained in this or any other of its publications. SIX Swiss Exchange
Ltd expressly reserves the right to alter the prices or product composition at any time.

SIX Swiss Exchange Ltd is a joint-stock company under Swiss law that operates a securities exchange authorised and supervised by the Swiss Financial Market Supervisory Authority FINMA. SIX Swiss
Exchange Ltd is a stock exchange that is recognised in France, Italy, the Netherlands and the United Kingdom and may take up operations in Austria, Finland, Germany, Sweden, Belgium and Luxembourg.

© SIX Swiss Exchange Ltd, August 2009
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