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ELF Conditions for LASC Collateral

1. Introduction

1.1. Purpose and subject

The present ELF Conditions for LASC Collateral (‘LASC Conditions’) govern the eligible
collateral requirements for the drawing of liquidity against securities collateral (LASC) under
the Extended Liquidity Facility (ELF). They form part of the ELF Pledge Agreement to be
concluded between the Pledgor and the Pledgee for the collateralisation of the Secured
Obligations.

1.2.  Scope of application

These LASC Conditions apply to the provision of collateral by banks participating in the ELF
which have made preparations for the drawing of liquidity against securities collateral
(LASC).

In particular, they set out the requirements regarding eligible securities and the operational
prerequisites for their use to collateralise the Pledgee’s claims under the ELF.

The specifications according to these LASC Conditions are implemented by the Pledgee in
the Collateral Schedule. The Pledgor is able to access this Collateral Schedule in the systems
of SIX SIS Ltd. In the event of any conflict between these LASC Conditions and the
Collateral Schedule, the latter takes precedence.
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1.3. Terms and definitions

The terms used in these LASC Conditions have the meaning as set out in the glossary at the
end of these LASC Conditions (cf. section 3. ) or in the ELF Pledge Agreement.

2. Eligible collateral

2.1. General

With regard to the drawing of liquidity against securities collateral, the Pledgee only accepts
collateral that meets the requirements set out in the following provisions.

2.2. Operational prerequisites

In order for securities to be used as collateral under the LASC, they must be deliverable to
SIX SIS Ltd or be held in custody at SIX SIS Ltd. Collateral is to be provided via the Triparty
Collateral Management (TCM) system of SIX SIS Ltd.

2.3. Eligible securities

2.3.1. General

The Pledgee accepts debt certificates and shares in Swiss francs and in the foreign currencies
listed in tables 1 and 2 which have a current market value. Indirect investments such as
exchange-traded funds and other collective investment schemes are not eligible.

Own securities are also not eligible. Own securities comprise (i) own securities of the
Pledgor, (i1) own securities of an issuer which has a significant holding in the Pledgor or in
which the Pledgor has a significant holding and (iii) own securities of an issuer in which the
same person has a significant holding as in the Pledgor. For the purpose of this provision,
‘significant holding’ means a direct or indirect holding of at least 20% of the capital or votes.
The exclusions under (ii) and (iii) do not apply to asset-backed securities (cf. section 2.3.2. ),
nor to securities of the Swiss Confederation or securities of Pfandbriefbank schweizerischer
Hypothekarinstitute AG or Pfandbriefzentrale der schweizerischen Kantonalbanken AG.

The securities must be the unrestricted and unencumbered property of the Pledgor, and the
securities and the rights attached to these securities must not be encumbered by third-party
rights in rem. The Pledgor must have full right of disposal and must be able to pledge the
securities in a legally binding and enforceable manner.

2.3.2. Debt certificates

Debt certificates comprise publicly and privately placed bond issues, in particular also
covered bonds, and asset-backed securities. Convertible bonds, dividend certificates and
structured products are not eligible.
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The issuer of a bond and its parent company must not be a Swiss bank. Exempted from this
exclusion are bonds issued by Pfandbriefbank schweizerischer Hypothekarinstitute AG and
Pfandbriefzentrale der schweizerischen Kantonalbanken AG.

Bonds must have an issue rating of at least BBB— (‘investment grade’). This is based on the
ratings used by SIX SIS Ltd from the agencies Standard & Poor’s, Moody’s and Fitch. In the
case of government bonds, the issuer rating applies. Asset-backed securities (ABS) must have
an issue rating of AAA. In all cases, the second-highest rating is relevant. If only one rating is
available, this rating is used.

Also eligible are debt certificates included in the list of collateral eligible for SNB repos as
per the instruction sheet on collateral eligible for SNB repos.

2.3.3. Shares
Shares must be included in the MSCI World Index. Shares of Swiss banks are not eligible.

2.4. Calculation of liquidity value

The liquidity value of a security, which determines the extent to which a security is
considered as collateral, is determined by its market value as per section 2.5. minus the
applicable haircuts as per the tables in section 2.6.

2.5. Valuation

SIX SIS Ltd values the securities used as collateral under the ELF Pledge Agreement at
market prices at least twice every Bank Working Day.

2.6. Haircuts

The minimum haircut for all securities is 10%. This applies if the cumulative haircuts are less
than 10%. If the cumulative haircuts are greater than or equal to 10%, the minimum haircut is
not applied (no cumulative effect).

For debt securities, the total haircut is calculated cumulatively from the haircuts for the
currency denomination, the residual maturity and the credit rating. For shares, the total haircut
is calculated from the haircut for the currency denomination plus a base haircut of 20%.
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Currency Residual maturity Rating
Bonds ABSMQ%EHCY
Haircut Haircut | Haircut Haircut

CHF 0% <1y 1% AAA 0% 5%
DKK 8% 1-by 3% AA 1%

EUR 8% >5y 7% A 3%

SGD 8% BBB 5%

CAD 11%

HKD 11%

JPY 11%

KRW 11%

SEK 11%

UsD 11%

AUD 15%

GBP 15%

NOK 15%

NZD 15%

Table 2: Haircuts for shares
Currency Shares
Haircut Haircut

CHF 0% general 20%

DKK 5%

EUR 5%
SGD 5%
CAD 7%

HKD 7%

ILS 7%

JPY 7%

SEK 7%

UsSD 7%
AUD 9%
GBP 9%

NOK 9%

NZD 9%
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3. Glossary

Bank Working Day: A Bank Working Day is any day except Saturdays, Sundays and public
holidays according to the provisions governing value dates for the SIC system.

Collateral Schedule: The schedule of collateral stored electronically in the systems of SIX
SIS Ltd.

ELF Credit Facility Agreement: The Credit Facility Agreement for the Extended Liquidity
Facility (ELF) concluded between the Pledgor and the Pledgee.

ELF Pledge Agreement: The Pledge Agreement ‘Liquidity against Securities Collateral
(LASC)’ concluded between the Pledgor and the Pledgee.

LASC Conditions: Has the meaning as set out in section 1.1.

4. Amendments

The Pledgee may amend these LASC Conditions at any time in accordance with the detailed
provisions agreed by the Parties in the ELF Declaration of Participation. The Pledgor will be
notified of such amendments in writing (by email or by other appropriate means).
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