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Appendix 3 Valuation Provisions ORION
May 2018


APPENDIX 3

VALUATION PROVISIONS

Please complete the following by inserting the information requested and ticking the applicant column of boxes (to confirm compliance), unless otherwise indicated
	
	
	Applicant
	
	Applicant
	
	

	
	
	Paragraph

Number
	
	
	
	

	1.0
	Disclose reference (prospectus) page numbers:
	
	
	
	
	 

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	2.0
	Confirm compliance with Chapter 1 of the AIF Rulebook on 
	
	
	
	
	

	
	Valuation of the assets 
	
	
	
	
	

	
	
	
	
	
	
	

	3.0
	Listed securities
	
	
	
	
	

	
	Provide that:
	
	
	
	
	

	a)
	The value of the security is the closing or last known market price.  
	
	
	
	
	

	
	The Retail Investor AIF may determine that this shall be the closing bid, last bid, last traded, closing mid-market or latest mid-market price;  
	
	
	
	
	

	
	The Retail Investor AIF may use an offer price or offer quotation in the context of dual pricing or to value a short position.
	
	
	
	
	

	
	
	
	
	
	
	

	b)
	Where a security is listed on several exchanges, the relevant 
	
	
	
	
	

	
	market shall be the one 
	
	
	
	
	

	
	· which constitutes the main market, or
	
	
	
	
	

	
	· the one which the management company/directors/general 
	
	
	
	
	

	
	partner determines provides the fairest criteria in a value for the security
	
	
	
	
	

	
	
	
	
	
	
	

	c)
	Securities listed or traded on a regulated market, but acquired or 
	
	
	
	
	

	
	traded at a premium or at a discount outside or off the relevant market may be valued taking into account the level of premium or discount at the date of valuation and the depositary must ensure the adoption of such a procedure is justifiable in the context of establishing the probable realisation value of the security
	
	
	
	
	

	
	
	
	
	
	
	

	4.0
	Provide that:
	
	
	
	
	

	a)
	Securities which are listed or traded on a regulated market 
	
	
	
	
	

	
	where the market price is unrepresentative or not available and unlisted securities shall be valued
	
	
	
	
	

	b)
	At the probable realisation value estimated with care and
	
	
	
	
	

	
	in good faith; 
	
	
	
	
	

	c)
	By
	
	
	
	
	

	
	· the Retail Investor AIF; or
	
	
	
	
	

	
	· a competent person appointed by the Retail Investor AIF 
	
	
	
	
	

	
	and approved for the purpose by the depositary
	
	
	
	
	

	
	
	
	
	
	
	

	5.0
	Matrix pricing 
	
	
	
	
	

	
	If included, provide that
	
	
	
	
	

	i)
	Fixed income securities may be valued using matrix pricing
	
	
	
	
	

	
	(i.e. valuing securities by reference to the valuation of other securities which are considered comparable in rating, yield, due date and other characteristics) where reliable market quotations are not available.  
	
	
	
	
	

	
	
	
	
	
	
	

	ii)
	Provision may be made for matrix pricing provided the securities 
	
	
	
	
	

	
	used in the matrix are comparable to the securities being valued. Matrix pricing must not ignore a reliable market quotation.
	
	
	
	
	

	
	
	
	
	
	
	

	6.0
	
	
	
	
	
	

	a)
	Provide that units of investment fund shall be valued at:
	
	
	
	
	

	
	· the latest net asset value per unit as published by the 
	
	
	
	
	

	
	investment fund; or
	
	
	
	
	

	
	· the latest bid prices as published by the investment 
	
	
	
	
	

	
	fund; or
	
	
	
	
	

	
	· Use of a mid or offer price is only acceptable if consistent 
	
	
	
	
	

	
	with valuation policy of the Retail Investor AIF, i.e. the other assets held must be valued on the same basis.
	
	
	
	
	

	
	· if the Retail Investor AIF is listed on a regulated 
	
	
	
	
	

	
	market, the latest market prices (see 3.0(a) above)
	
	
	
	
	

	
	
	
	
	
	
	

	7.0
	Provide that cash is valued at face/nominal value 
	
	
	
	
	

	
	plus accrued interest.
	
	
	
	
	

	
	
	
	
	
	
	

	8.0     a)
	Provide that exchange traded derivative 
	
	
	
	
	

	
	contracts shall be valued based on the settlement price as determined by the market in question
	
	
	
	
	

	
	
	
	
	
	
	

	b)
	Provide that if settlement price is not available contracts may be 
	
	
	
	
	

	
	valued in accordance with 4.0 above.
	
	
	
	
	

	
	
	
	
	
	
	

	9.0
	Provide that the scheme will value an over-the-counter derivative 
	
	
	
	
	

	
	contract as follows:
	
	
	
	
	

	
	
	
	
	
	
	

	a)
	The Retail Investor AIF shall be satisfied that (i) the counterparty 
	
	
	
	
	

	
	to an over-the-counter (“OTC”) derivative contract will value the contract with reasonable accuracy and on a reliable basis; and (ii) the OTC derivative can be sold, liquidated or closed by an offsetting transaction at fair value, at any time at the initiative of the Retail Investor AIF.
	
	
	
	
	

	
	
	
	
	
	
	

	b)
	The Retail Investor AIF must not enter into an OTC derivative if 
	
	
	
	
	

	
	both of these conditions above are not satisfied.
	
	
	
	
	

	
	

	
	
	
	
	

	c)
	The Retail Investor AIF shall value an OTC derivative using either 
	
	
	
	
	

	
	the counterparty valuation or an alternative valuation, such as a valuation calculated by the Retail Investor AIF or by an independent pricing vendor, provided the Retail Investor AIF or other party has adequate human and technical means to perform the valuation. A Retail Investor AIF must value an OTC derivative contract on at least a weekly basis

	
	
	
	
	

	
	
	
	
	
	
	

	d)
	Where the Retail Investor AIF values an OTC derivative using an alternative valuation:
	
	
	
	
	

	
	· the alternative valuation may be that provided by a 
	
	
	
	
	

	
	     competent person appointed by the Retail Investor AIF and approved for the purpose by the depositary, or a valuation by any other means provided that the value is approved by the depositary; and
	
	
	
	
	

	
	· the alternative valuation must be reconciled to the 
	
	
	
	
	

	
	counterparty valuation on at least a monthly basis. Where significant differences arise these must be promptly investigated and the final position documented.
	
	
	
	
	

	
	
	
	
	
	
	

	e)
	Where a Retail Investor AIF values an OTC derivative using the counterparty valuation:
	
	
	
	
	

	
	· the valuation must be approved or verified by a party who is 
	
	
	
	
	

	
	approved for the purpose by the depositary and who is independent of the counterparty;
	
	
	
	
	

	
	· the independent verification must be carried out at least monthly

	
	
	
	
	

	
	
	
	
	
	
	

	10.0  a)
	Provide that forward foreign exchange and interest rate swap 
	
	
	
	
	

	
	contracts will be valued as per 9.0 above
	
	
	
	
	

	
	Or
	
	
	
	
	

	b)
	Provide that forward foreign exchange and interest rate swap 
	
	
	
	
	

	
	contracts will be valued by reference to freely available market quotations
	
	
	
	
	

	
	
	
	
	
	
	

	
	The following  provisions may also be provided for:
	
	
	
	
	

	
	
	
	
	
	
	

	11.0
	The Retail Investor AIF shall not adjust the value of an asset, save 
	
	
	
	
	

	
	where such an adjustment is considered necessary to reflect the fair value in the context of currency, marketability, dealing costs and/or such other considerations which are deemed relevant. The rationale and methodology for adjusting the value must be clearly documented.
	
	
	
	
	

	
	
	
	
	
	
	

	12.0
	The value of an asset may be adjusted by the Retail Investor AIF 
	
	
	
	
	

	
	only where such an adjustment is considered necessary to reflect the fair value in the context of currency, marketability, dealing costs and/or such other considerations which are deemed relevant. The rationale and methodology for adjusting the value must be clearly documented.
	
	
	
	
	


	
	
	
	
	
	
	

	13.0
	Short Term Money Market Fund Valuation on the basis of amortised cost
	
	
	
	
	

	a)
	Provide that the Retail Investor AIF will carry out a weekly review 
	
	
	
	
	

	
	of discrepancies between the market value and the amortised cost value of the money market instruments. Escalation procedures will be in place to ensure that material discrepancies between the market value and the amortised cost value of a money market instrument are brought to the attention of personnel charged with the investment management of the Retail Investor AIF. In this regard, ensure that:
	
	
	
	
	

	
	
	
	
	
	
	

	(i)
	discrepancies in excess of 0.1% between the market value and the 
	
	
	
	
	

	
	amortised cost value of the portfolio are brought to the attention of the management company or the investment manager;
	
	
	
	
	

	
	
	
	
	
	
	

	(ii)
	discrepancies in excess of 0.2% between the market value and the 
	
	
	
	
	

	
	amortised cost value of the portfolio are brought to the attention of senior management/directors of the management company or the board of directors and the depositary.
	
	
	
	
	

	
	
	
	
	
	
	

	b)
	Provide the constitutional document provides for the escalation 
	
	
	
	
	

	
	procedures referred to in Section 13.0 (a); or
	
	
	
	
	

	c)
	Provide that the constitutional document provides for:
	
	
	
	
	

	
	A review of the amortised cost valuation vis-à-vis market valuation 
	
	
	
	
	

	
	will be carried out in accordance with the requirements of the Central Bank. Weekly reviews and any engagement of escalation procedures will be clearly documented. 
	
	
	
	
	

	
	
	
	
	
	
	

	14.0
	Disclose where relevant that Money Market Funds and non- 
	
	
	
	
	

	
	money market Retail Investor AIF which have investments in money market instruments may value these instruments on an amortised basis provided that the money market instruments have a residual maturity of less than six months and have no specific sensitivity to market parameters, including credit risk.
	
	
	
	
	

	
	
	
	
	
	
	

	15.0
	The Retail Investor AIF shall only use dual pricing where this is
	
	
	
	
	

	
	permitted in its constitutional document and the valuation procedures utilised in calculating both the bid and the offer price are clear and unambiguous (as previously specified in 3.0 (a) of this section)
	
	
	
	
	


Any personal data provided by you may be processed by the Central Bank in connection with the performance of its statutory functions. If you have any questions in relation to the processing of your personal data by the Central Bank, you may contact our Data Protection Officer at dataprotection@centralbank.ie. A copy of the Central Bank’s Data Protection Notice is available at www.centralbank.ie/fns/privacy-statement.
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� Closed-ended Retail Investor AIFs are permitted to value OTC derivative contracts on at least a monthly basis.


� A closed-ended Retail Investor AIF which values OTC derivatives on a monthly basis must carry out the independent verification procedure at least on a quarterly basis.





PAGE  

