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The share and mutual fund share certificate

A mutual fund share certificate is a security that can be is-
sued for one or more shares of a mutual fund shareholder for
the assets in a mutual fund, where the mutual fund share with
an equal number of shares forms the basis for the equal
rights of all mutual fund shareholders. With the mutual fund
share is connected the right of the mutual fund shareholder
to a corresponding share in the assets in the mutual fund and
the right to share in the revenue from the assets according to
the fund’s statute. The mutual fund shares of an open-end
mutual fund may be issued only in inscribed form or unre-
gistered form. The mutual fund share of a closed-end mutu-
al fund may be issued only in inscribed form or unregistered
form and must be publicly tradable. A mutual fund share of
a special fund may be issued only in an inscribed form.

The initial value of one share is the sum for which a sha-
re is issued at the beginning of an open-end mutual fun-
d’s establishment. 

The net value of the assets in an open-end mutual fund
is the difference between the value of the assets in the
open-end mutual fund and its liabilities. 

A mutual fund share is issued by an asset management
company for the so-called current price, equalling the
number of shares marked on the mutual fund share multi-
plied by the current value of the share. The current value
of the share is defined as the difference between the net
value of assets in the open-end mutual fund and the num-
ber of shares in circulation. An asset management compa-
ny may issue mutual fund shares in one open-end mutual
fund only with an equal initial value of the share. 

An asset management company issues a mutual fund
share for a sale price, which is the total of the current pri-
ce of the mutual fund share and the expenses connected
with issuing the mutual fund share. These expenses (entry
and exit fees) however together may not exceed 5% of the
current value of the share. In the case of a newly created
mutual fund, the asset management company sells mutual
fund shares for the initial value, however at most for the
period of one month from the commencement the issuing
of the first mutual fund shares. 

The sale price of a mutual fund share may not be settled
in a manner other than pecuniary settlement to the current
account administered for the open-end mutual fund and
a mutual fund share may be issued only following settle-
ment of the sale price. 

The number of issued mutual fund shares and the peri-
od of issuing the mutual fund shares of an open-end mu-
tual fund is not limited, unless such a limitation is contai-
ned in the statute of the mutual fund. An asset
management company may issue the mutual fund shares
of a closed-end mutual fund over a period of at most two
years from the commencement of issuing the mutual fund
shares. 

An asset management company can refuse to issue
a mutual fund share, in particular where this concerns an
unusually high amount or where there exists a suspicion
that the financial resources originate from criminal acti-
vity. 

Redemption of a mutual fund share 

The manner of the payout for a mutual fund share dif-
fers for individual types of mutual funds. The mutual fund
shareholder of a closed-end mutual fund is not entitled to
submit a mutual fund share owned by him to the asset ma-
nagement company for redemption. The mutual fund sha-
reholder of a special mutual fund has the right to present
a mutual fund share for redemption, the asset management
company however must in accordance with its statute and
following an agreement with the mutual fund shareholder
ensure that the mutual fund shares can be transferred to
a different mutual fund shareholder only with the consent
of the asset management company. 

Unless the Act states otherwise, the mutual fund share-
holder of an open-end mutual fund has the right to present
its mutual fund share for redemption to the asset manage-
ment company, which administers this certificate, howe-
ver, only in the case that the net value of the assets in the
mutual fund have by that time reached SKK 50 million.
The asset management company is obliged without unne-
cessary delay and within at latest 14 days from the date of
the mutual fund share being returned, to pay out to the mu-
tual fund shareholder the current price as at the day of the
mutual fund share's return, and this using funds from the
assets in the open-end mutual fund. The expenses conne-
cted with the issuing and pay-out of the mutual fund sha-
re (the above mentioned maximum 5% of the current va-
lue of the share), which are charged to the mutual fund
shareholder, represent the income of the asset manage-
ment company. The mutual fund share following its return
remains the property of the mutual fund shareholder until
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payment of the redemption price. Through payment of the
amount in the value of the redemption price the mutual
fund share lapses. 

If the financial resources in an open-end mutual fund are
not sufficient for the pay-out of returned mutual fund sha-
res, the asset management company must sell a part of the
securities from its assets in the open-end mutual fund. For
the period until the sale of the securities, at longest howe-
ver within three months, the asset management company
can use for the payment of returned mutual fund shares its
own financial resources or take on a short-term loan,
which however may not exceed 10% of the value of the as-
sets in the fund. 

An asset management company may in exceptional cir-
cumstances, at longest however for three months, interrupt
the redemption of returned mutual fund shares, and this
only where it is in the interest of the mutual fund share-
holders. This interruption and its reason must without de-
lay be notified to the supervisory authority and mutual
fund shareholders in an appropriate manner. The supervi-
sory authority may cancel a decision of the asset manage-
ment company regarding the interruption to redemption of
returned mutual fund shares, if it finds that the interrupti-
on is contrary to the interests of mutual fund shareholders.
The supervisory authority may also interrupt the redemp-
tion of returned mutual fund shares, if it finds that the re-
demption of returned mutual fund shares is contrary to the
interests of mutual fund shareholders. During the interrup-
tion to the redemption of returned mutual fund shares, the
asset management company may not issue further mutual
fund shares in this open-end mutual fund. 

Assets in a mutual fund  

The assets in a mutual fund may be invested only in pre-
cisely delimited securities, money market instruments and
options, or deposited in a current or deposit account in
a bank. Apart from this, there may in the assets of a speci-
al fund be included also certificates documenting owners-
hip or the storage of precious metals. The prevailing type
of assets in the ownership of a fund is thereby used to clas-
sify mutual funds into money market funds, bond funds,
equity or mixed bonds. With effect from 1 January, 2003,
there may be created from open-end mutual funds also so-
called funds of funds, which invest primarily in mutual
fund shares of other open-end mutual funds. 

Rules on the limitation and distribution of risk 

Rules on the limitation and distribution of the risk of
a fund’s investment portfolio lie in the fact that the Act sti-
pulates certain qualitative and quantitative limits for indi-
vidual types of assets owned by a mutual fund. These are
different for individual types of mutual funds. Open-end
mutual funds are subject to the strictest rules for the limi-
tation and distribution of risk. 

Disposing with assets in an open-end 
or closed-end mutual fund 

Professional care must be taken in disposing with the as-
sets in a fund and this in accordance with an investment
strategy, defined in the statute and only in a manner stipu-
lated by the Act on collective investment. All acts concer-
ning disposal with assets in a fund must be documented in
writing. In the case of the sale or purchase of securities
from the assets or into assets in the fund, the asset mana-
gement company is obliged to sell or buy these securities
at the most advantageous price possible. 

From the assets in a fund there may not be provided
gifts, financial loans or other credits, nor this in any man-
ner guaranteeing liabilities of other natural persons or le-
gal entities. Financial loans or credit in favour of the assets
in the fund may be accepted only where this is in accor-
dance with the interests of mutual fund shareholders and
where this is permitted by the fund’s statute, and this only
with maturities of within one year from establishing the
drawing right of this credit or loan. The sum of financial
resources of financial loans and credit accepted may not
exceed 10% of the value of the assets in the fund as at the
day of concluding contracts on financial loans and credits. 

There may not in favour of the assets or to the debit of
the assets in a fund be made loans of securities and the sa-
le of securities that are not a component of the assets in the
fund on the day of concluding a contract on the transfer
against payment of securities by purchase. 

An asset management company is obliged in disposing
with assets in a fund to proceed with professional care, in
particular to perform analyses of the economic advantage-
ousness of purchases and sales of securities, to compare
prices of individual purchases and sales mutually and with
the development of rates and prices published by public
market organisers, to keep records and written documen-
tation on trades performed and to prevent the risk of fi-
nancial losses. 

If there occurs the exceeding of shares and limitations
concerning assets in a mutual fund and the rules on limi-
tation and risk distribution, the asset management compa-
ny must without delay notify the supervisory authority of
this and take measures again without delay to bring the si-
tuation with the shares and limitations into accordance
with the Act. 

An asset management company must without delay in-
form the supervisory authority if the current price of the
share of the mutual fund falls by one third against the ave-
rage value of current prices over the past six subsequent
months. If this decline lasts longer than three subsequent
months and cannot be justified by the situation in the fi-
nancial market, the supervisory authority may in the inter-
est of protecting mutual fund shareholders interrupt the is-
suing of mutual fund shares and the redemption of
returned mutual fund shares or revoke the asset manage-
ment company's permit for creating a mutual fund. 
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If the net value of the assets in a mutual fund falls below
the minimum net value of assets of SKK 50 million, the
asset management company and the depositary are obliged
to inform without delay the supervisory authority of this
and of the measures adopted for its remedy. If within three
months after this situation having arisen the net value of
the assets does not reach the necessary value, the supervi-
sory authority shall revoke the asset management compa-
ny's permit for creating a fund. 

Dissolution of an open-end 
or closed-end mutual fund 

An open-end or closed-end mutual fund may be put in-
to dissolution only on the basis of a decision by the super-
visory authority on the withdrawal of the permit for crea-
ting a mutual fund or if the permit for creating a mutual
fund has lapsed. The supervisory authority shall revoke
the permit for creating a mutual fund, if the net value of
their assets in a fund falls below the limit of SKK 50 mil-
lion for a period longer than three months. The superviso-
ry authority may in the interest of protecting the rights of
mutual fund shareholders withdraw the permit for creating
a mutual fund also in the case where the current value of
a fund's share has fallen by one third against the average
value of current prices for the past six subsequent months
and this decline lasts longer than three subsequent months,
where the decline in the share price cannot be justified by
the situation in the financial market. The supervisory aut-
hority may permit the dissolution of a fund also at the re-
quest of the asset management company. 

After a decision on revocation of a permit for creating
an open-end or closed-end mutual fund has acquired legal
validity, or where the permit for creating an open-end or
closed-end mutual fund has lapsed, the asset management
company is obliged without delay to terminate the issuing
of mutual fund shares, the redemption of returned mutual
fund shares and to end its handling of assets in the fund.
The supervisory authority may in the interest of protecting
the rights of mutual fund shareholders determine that this
activity be performed by the depositary or a different asset
management company. 

An asset management company is obliged within six
months after a decision on the revocation of its permit for
creating an open-end or closed-end mutual fund acquiring
legal validity to perform an extraordinary closing of
accounts, to sell the securities in the assets of the fund, to
ensure payment of receivables in favour of the assets in the
fund, to settle all liabilities from the management of assets
in the fund and to pay out to mutual fund shareholders the-
ir share in the assets. 

Investor protection 

An asset management company may not in promoting
its mutual funds use untrue or misleading information or

withhold facts important for mutual fund shareholders’
decision making, in particular to offer advantages the reli-
ability of which cannot be proven. In practice this legal re-
gulation means that an asset management company may
not state in a promotional material in connection with mu-
tual funds any definite future yield. Moreover, all promo-
tional material of a mutual fund must contain an express
warning drawing note to the fact that also risk is connected
with this investment and yields to date are not a guarantee
of future yields. Promotional material for the purchase of
mutual fund shares of a closed-end mutual fund must also
contain a warning that the mutual fund shareholder does
not have the right to return the mutual fund share. 

All promotional material containing an offer calling for
the purchase of mutual fund shares of a mutual fund must
contain data on the fact that a prospectus exists, stating the
place where this can be obtained, as well as data on the
fact that the investor has the possibility to familiarise the-
mselves with the statute of the mutual fund. 

Members of the board of directors, the supervisory bo-
ard, company secretaries and employees of an asset mana-
gement company may not in the business activity of the
asset management company give priority to their own in-
terests over those of collective investment investors and
may not acquire securities from assets in a mutual fund
that is administered by this asset management company,
nor sell such securities into the assets in this mutual fund.
This limitation does not relate to the issuing and return of
mutual fund shares of open-end mutual funds administe-
red by asset management companies in which these peo-
ple perform the stated functions. 

An asset management company may not acquire securi-
ties from assets of commercial companies into assets in
the mutual fund, nor sell securities from assets in the mu-
tual fund to commercial companies in which:

a) it is a member of the board of directors, the supervi-
sory board, the company secretary or an employee of this
asset management company or an entity close to them,

b) it owns a part of the commercial company or there
participates in the conduct its business a member of the
board of directors, supervisory board, company secretary
or employee of this asset management company or a per-
son close to them. 

An asset management company may not acquire into the
assets of the mutual fund that it administers securities
from its shareholders, nor sell to them securities from the
assets of this mutual fund without the express permission
of the supervisory authority. 

Information duty 

An asset management company is obliged to publish
a prospectus and to publish reports on its business results
and asset management in mutual funds. A component of
the report on the business results of the company and the
report on the management of assets in the mutual funds is
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also the closing of accounts, which must be verified by an
auditor. The asset management company is obliged to
publish half-yearly reports and to submit these to the su-
pervisory authority and its depositary at latest within two
months following the end of the half-year, and annual re-
ports within four months following the end of the year. 

With effect from 1 January, 2003, the rule applies that if
within the set term the closing of accounts is not verified
by an auditor, the asset management company is obliged
without unnecessary delay following receipt of the audito-
r's report to submit it to the supervisory authority and to
publish it as an Annex to the annual report in the same
manner as the annual report. If the general meeting of the
asset management company does not approve the closing
of accounts, this asset management company is obliged
within 30 days to publish this fact and the reasons for the
closing of accounts having not been approved and the pro-
cedure in resolving the comments of the general meeting.
The asset management company is obliged also to submit
to the supervisory authority the current wording of its pro-
spectus following each change, and is obliged upon requ-
est to provide a half-year report and annual report to a mu-
tual fund shareholder free of charge and to make these
available to the public at the place stated in its prospectus. 

In the annual report of a mutual fund or asset manage-
ment company there is also stated an overview of its busi-
ness results for the past three years. 

An asset management company is obliged to calculate
and publish in the periodical press with nationwide cove-
rage publishing stock exchange reports also the following
data:

• open-end trust: at minimum on a weekly basis the cur-
rent price of a share, data on the financial amount for is-
sued and returned shares since the last publishing of such
data and the net value of the assets (from 1 January, 2003,
there will be the obligation to publish the current price of
a share, the share sale price, the share purchase price and
the net value of the assets on a weekly basis),

• closed-end mutual fund: at least once a month data on
the current price of a share, the net value of its assets and
on the financial amount of shares issued since the last pub-
lication of such data during the issuing of mutual fund sha-
res

• special mutual fund: at least once every three months
the current price of a share and the net value of the assets  

Besides the above, an asset management company is ob-
liged to publish also decisions on the merging of mutual
funds or decisions on the transfer of the administration of
mutual fund to a different asset management company. 

An asset management company is obliged to notify wit-
hout delay the supervisory authority of any breaching of
the limits stated in provisions on the limitation and distri-
bution of risk. 

An asset management company is obliged to maintain
a register of contracts relating to the handling of assets in-
tended for collective investment, in particular contracts on

the purchase and sale of securities. This register must wit-
hout delay be available to the supervisory authority and
the depositary. 

An asset management company must without delay in-
form the supervisory authority that it has submitted an ap-
plication for a permit for the issuing of mutual fund shares
in a different state. 

An asset management company may submit all the abo-
ve information and reports to the supervisory authority
and depositary also in electronic form. 

Supervision 

Supervision according to the Act on collective invest-
ment is performed by the supervisory authority, which is
the Financial Market Office. The Financial Market Office
is established by a specific act as a legal entity entrusted in
the field of public administration to perform supervision
over the whole financial market. 

If the supervisory authority finds that supervised sub-
jects have violated or are violating obligations referred to
in the Act, in the statute of the mutual fund, in the by-laws
of the asset management company, in the permit granted
under the Act, or violated specific legal regulations gover-
ning their obligations, or have not fulfilled measures im-
posed through a legally valid decision of the supervisory
authority, it can:

a) impose measures for the remedy of shortcomings as-
certained, 

b) interrupt for a defined period and within a defined
scope disposal with assets in the mutual fund, the issuing
of mutual fund shares and to concurrently impose forced
administration of the assets for this period, 

c) to impose a fine,
d) to demand the ending of asset management of the

mutual fund by the asset management company,
e) to decide on the termination of the asset management

company's activity,
f) to withdraw a permit granted in accordance with this

Act and concurrently impose forced administration.
In imposing sanctions the supervisory authority decides

on the basis of the nature, seriousness, manner, duration
and consequences of the breaching of obligations. In im-
posing fines the Act specifically defines the essence of
a very serious breaching of obligations (a fine up to the
amount of SKK 10 million) and of a serious breaching of
obligations (a fine of up to SKK 5 million). Different vio-
lations of obligations are considered as "other violations
of obligations” (a fine of up to SKK 500 000). 

Forced administration 

Forced administration is the administration of assets
performed on the basis of a legally valid decision of the
supervisory authority on determining forced administrati-
on. 
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The supervisory authority can decide to introduce the
forced administration for example in the case where the
asset management company’s management of the assets in
a mutual fund is terminated following more than three
subsequent accounting periods in loss and these losses we-
re caused through the non-fulfilment or insufficient fulfil-
ment of obligations in administering assets in the mutual
fund. The forced administrator of the assets of an asset
management company and the assets in a mutual fund is
decided upon by the supervisory authority also for the pe-
riod up until the appointment of a liquidator after withdra-
wal of the asset management company’s permit for its es-
tablishment and activity.

A forced administrator of assets in a mutual fund can be
the depositary of the mutual fund. The depositary is obli-
ged on the basis of a legally valid decision of the supervi-
sory authority to fulfil the duties of a forced administrator.
If it is not possible to designate the depositary as the for-
ced administrator, the supervisory board shall appoint
a different depositary or other asset management company
as the forced administrator. 

If the supervisory authority decides upon the forced ad-
ministration of assets in a mutual fund, the asset manage-
ment company is obliged to hand over administration of
the assets in the mutual fund to the administrator at latest
within 30 days from delivery of the decision on determi-
ning forced administration. As of the day of the delivery
of this decision forced administration is introduced and is
effective in respect of all entities. No suspensive effect is
had by remedial means against the decision of the super-
visory authority through which forced administration has
been determined. Through the introduction of forced ad-
ministration the operation of the statutory authority and
supervisory board passes to the forced administrator. The
forced administrator is entered into the register. 

The forced administrator is bound by limitations stated

in the decision on the introduction of forced administrati-
on, where it acts on its own behalf and on the account of
mutual fund shareholders. 

Forced administration ends on the date stated in the de-
cision on determining the forced administrator. In the ca-
se of revoking an asset management company's permit and
the introduction of forced administration, this ends as at
the date of the entry of the liquidator of the asset manage-
ment company into the register. 

The liquidator 

If the supervisory authority decides upon the dissolution
of an asset management company with its liquidation, it
revokes its permit for its establishment and activity and the
rights and obligations of the cancelled asset management
company in relation to mutual funds pass to the deposita-
ry. Liquidation therefore relates only to their assets of the
asset management company itself. 

There liquidator is obliged to carry out liquidation of the
asset management company on the basis of a liquidation
plan, which among others, defines the manner of settling
the liquidation balance. The liquidation plan or its changes
are approved by the supervisory authority at the proposal
of the liquidator. 

As at the date of the end of liquidation the liquidator is
obliged to compile a closing of accounts and to submit this
to the supervisory authority for approval, together with
a final report on the course of liquidation and a proposal
for the distribution of the liquidation balance among sha-
reholders. 

Remuneration of the liquidator is determined by the su-
pervisory authority according to the demands of the work
and the liquidation's duration. 

If the liquidator breaches its duties, the supervisory aut-
hority may recall it and appoint a new liquidator.
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