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Section One
General information

§ 1 Zurcher Kantonalbank is an independent institution
under cantonal law with its registered office in Zurich.

The Bank's purpose is to contribute to the canton’s ful-
filment of its economic, social and environmental tasks,
and thus supports a sustainable development.

§ 220 The Bank satisfies investment and financing needs
through a business policy geared towards continuity.
In doing so, it especially takes into account the concerns
of small and medium-sized companies, employees, agri-
culture and public-sector corporation. It promotes prop-
erty ownership and construction of affordable housing
as well as the achievement of greenhouse gas neutrality.

§3 The Bank shall be managed according to business
principles and shall strive to achieve a reasonable profit.

Section Two
Equity capital and state guarantee

§ 4> The basic capital shall be comprised of endowment
capital.
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§ 4a™

§5

§6W8

'The canton shall provide the Bank with the necessary
endowment capital.

2The Board of Directors may demand payment of the
endowment capital, either in full or in partial amounts
up to the limit set by the Cantonal Parliament.

The Bank shall obtain additional equity capital by build-
ing up reserves and borrowing subordinated liabilities.

'The canton ™ is responsible for all the Bank’s liabilities,
if the Bank’s own funds prove insufficient.

2This liability does not include subordinated liabilities.

3The Bank shall pay compensation to the canton on an
annual basis for the state guarantee. This compensation
shall be booked as cost.

4The Board of Directors shall issue a regulation on the
compensation, which must be approved by the Cantonal
Parliament.

>The compensation is not taken into account, when
calculating the medium-term settlement of the canton’s
accounts.

6The cantonal government discloses the total of all
compensation paid by the Cantonal Bank in the annual
report.
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Section Three
Scope of business

§7 'The Bank conducts the business of a universal bank. Business
activities
21t shall not enter into any proprietary business, which
involves disproportionate risks.

3The Bank shall operate a collateral lending business.

4 It actively contributes to achieving the cantonal climate
targets, in particular regarding energy-efficient building
renovation.

§ 8" 'The Bank shall conduct business primarily in the Zurich  Business area
economic area.

2Dealings in other parts of Switzerland and abroad are
permissible, provided

a) that the Bank is not exposed to any disproportion-
ate risks as a result, and

b) the Bank’s ability to meet the cash and lending
needs in the canton is not impaired.

3Branches in Switzerland are permitted subject to the
conditions set out in the aforementioned section 2.
Branches outside of Switzerland are permitted only, if
they are also necessary for regulatory purposes.

§9 ' The Bank may enter into syndicates and other Participations
organisations and participate in investment funds.

2]t may also participate in public and public-private
companies.
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§10'

§ 118

31t may participate in private companies, if such
participations serve the economic interests of the
canton, a social purpose or the legitimate interests
of the Bank.

41t may establish subsidiaries and foundations in
Switzerland and abroad.

The Board of Directors shall regulate the details of
business operations in the organisational regulations?
Section Four

Overall supervision

'The Bank is under the overall supervision of the
Cantonal Parliament.

2The Cantonal Parliament is responsible for:

1. electing the members of the Board of Directors and
the Chairperson’s Committee,

2. determining the maximum amount of the endow-
ment capital,

3. approving guidelines that describe in detail the
fulfilment of the public service mandate,

4. approving the Bank’s annual financial statements
and annual report,

5. discharging the Bank’s corporate bodies,

6. electing the auditor,
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7. approving the compensation regulations for
members of the Board of Directors.

8. approving the compensation regulations for
the state guarantee,

9.5 issuing a regulation on the preparation and
performance of elections for the members of the
Board of Directors and the Chairperson’s Committee.

§ 12 'The Cantonal Parliament shall determine the Cantonal
commission responsible for the overall supervision, 2~ ariament

2Tax officials and persons employed by other banks shall
not be elected to this Commission.

3The Commission is in particular responsible for:

1. preparing the activities of the Cantonal Parliament,
with the exception of the elections to the Board of
Directors,

2. taking notice of the auditor’s reports,

3. consulting on the Bank’s annual report and annual
financial statements,

4.  consulting on interim reports about the perfor-
mance of the business as well as other reports from
the Board of Directors, the auditor or the qualified
experts on business policies appointed by the Com-
mission, on complying with legal and regulatory
provisions or on other important matters,
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5. regularly taking notice of a special report from the
auditor on the Bank’s financial situation regarding
the state guarantee,

6. supervising the fulfilment of the public service
mandate,

7. supervising compliance with the compensation regu-
lations for the members of the Board of Directors.

4The Commission holds the rights of information of su-
pervisory commissions in accordance with the Cantonal
Parliament Act 2.

The Bank shall provide the Commission with the
relevant information and documents needed to fulfil

its duties.

§ 1316

Section Five
Organisation

Corporate § 148 'The corporate bodies of the Bank are as follows:
bodies

a) the Board of Directors,
b) the Chairperson’s Committee,
c¢) the Executive Board,

d) the Auditor.

2The Cantonal Parliament issues a regulation on

the preparation and performance of elections for the
members of the Board of Directors and the Chairper-
son’s Committee.™
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§15

3The members of the Cantonal Parliament, the govern-
ing council and the supreme cantonal courts, as well as
members of the tax authorities, tax officials and persons
working for other banks, may not join either the Board
of Directors nor the Chairperson’s Committee. However,
persons working at financial institutions, in which the
Bank holds a participating interest, may serve as mem-
bers in a corporate body."

4The rules on incompatibility contained in the Act on
Political Rights9 shall apply accordingly.

'The Board of Directors shall consist of 13 members,
including the three members of the Chairperson’s
Committee.

2The term of office shall be four years. Members of the
Board of Directors may stand for re-election. The total
time spent in office shall not exceed twelve years, and

in any case shall end, once the member turns 70 years
of age. A replacement shall be elected for the remaining
term of office.

3The Board of Directors is responsible for:

1. the overall management of the Bank, in particular
establishing the principles for the corporate policy,
mission statement, business strategy and the
Bank’s organisation,

2. the overall supervision of the persons entrusted
with the management of the Bank, particularly
regarding compliance with legislation and regula-
tions,
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3. the election of the Chair, their deputy, and the
secretary of the Board of Directors, as well as two
replacements for the Chairperson’s Committee,

4.2" the appointment and dismissal of the members of
the Executive Board and their deputies, the heads
of branches who are directors as well as the head
Internal Audit and his/her deputy,

5. exercising its right to make proposals for selecting
the auditor,

6. issuing the organisational regulations,

7. issuing guidelines that describe in detail the
fulfilment of the public service mandate, subject
to approval by the Cantonal Parliament,

8. issuing regulations on compensation for members
of the Board of Directors, subject to approval by
the Cantonal Parliament,

9."> issuing special regulations,

10." opening and closing of branches as defined in
Article 935 of the Swiss Code of Obligations
(SCO)4 and of branch offices, the establishment,
acquisition and disposal of subsidiaries and other
significant holdings as well as the establishment
of foundations,

11. approving the budget and the annual planning,

12. approving the annual financial statements and
the annual report to be submitted to the
Cantonal Parliament, as well as other reports
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§ 154’

§16'

from the Board of Directors submitted to the
Cantonal Parliament Commission,

13. deciding on the items reserved for the Board
of Directors as specified in the organisational

regulations?,

14. deciding on the items reserved for the Board of
Directors as specified in Swiss federal law.

'The Board of Directors forms committees, to which it Committees
assigns duties regarding overall supervision and overall
management. The duties and powers are described in

the organisational regulations?.

2In particular, the following committees must be formed:?’

1. an audit committee,

2. acompensation and personnel committee,

3. arisk committee,

4 an IT committee.

3The members of the Chairperson’s Committee shall not
serve as members of the audit committee.

"The Chairperson’s Committee shall consist of the Chairperson’s

Chair and both Vice-Chairs of the Board of Directors.8 Committee

2The term of office shall be four years. Members of
the Chairperson’s Committee may stand for re-election.
If a member of the Chairperson’s Committee reaches
the age of 65 while in office, their service ends at the
end of their term of office. Other than this, there is
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§171

§ 1815

no restriction on the service time of members of the
Chairperson’s Committee.

3The Chairperson’s Committee are responsible for:
1. directly supervising the management;

2. monitoring the implementation of Board of
Directors resolutions;

3.8 appointing and dismissing senior executives not
elected by the Board of Directors,

4. completing business that cannot be delayed, which
falls under the remit of the Board of Directors,
although in such cases the approval of the Board
of Directors must be obtained thereafter,

5.8 deciding on the items reserved for the Chairper-
son’s Committee * as specified in the organisational
regulations,

'The Executive Board is responsible for managing the
Bank.

2]t is responsible for the appointment and dismissal of
members of management, except for those in the
Internal Audit.

3The organisation of the Executive Board and the
responsibilities of its members are contained in a
regulation.

'The auditor is an audit company recognised by the
Swiss Financial Market Supervisory Authority, which also
performs the duties of an audit company in accordance
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with financial market legislation. The term of office for
the auditor shall be two years, and shall begin in the
financial year following election. The auditor may stand

for re-election.

2The auditor shall examine whether the accounting, the
annual financial statements and the distribution of profit
comply with legal requirements. It shall submit a written
report on the results of its audit to the Cantonal Parlia-
ment, and shall recommend the approval, with or with-
out qualifications, or the rejection of the annual financial
statements. It shall submit the special report to the Can-
tonal Parliament Commission as specified in § 12 section
3 no. 5. As an audit firm as defined by Art. 24 section 1
of the Federal Act of 22 June 2007 on the Swiss Financial
Market Supervisory Authority (FINMASA) 5, it carries out
the audits prescribed by financial market legislation.

§ 192" Tinternal audits shall be conducted by an Internal Audit
department that reports directly to the Board of Directors
and is independent of the Executive Board. The Internal
Audit shall submit reports to the Chairperson’s Committee
and the audit committee for the attention of the Board of

Directors.

2The head Internal Audit is responsible for appointing and

dismissing managers who report directly to him/her.

§ 20 The Bank is represented by the members of the

Chairperson’s Committee and the Executive Board as

well as the other authorised signatories.

§ 211
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§ 22

§ 238

§ 24

§ 255

§ 26

The members of the corporate bodies and the Bank em-
ployees are prohibited from entering transactions which
harbour excessive risks.

The organisational regulations contain additional
provisions on organisation 3.

Section Six
Branch offices

The Bank shall operate branches and branch offices,
the scope of business and organisation of which are
stipulated in the organisational regulations.

Section Seven
Liability

The members of the Bank's corporate bodies shall

be liable to the Bank and the canton as well as to the
creditors of subordinated liabilities in accordance
with the provisions of Swiss stock corporation law
(Art. 752-760 SCO 4). Claims arising from such
liability shall be made before the administrative court.
The Cantonal Parliament shall represent both the
canton and the Bank.

Section Eight
Profit distribution

A dividend may be paid to the canton from the balance
sheet profit or reserves established for this purpose as
compensation for the provision of the endowment capital.
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§ 26a%' The canton shall first use the dividend to pay the capital  Use of
costs associated with the refinancing of the endowment ~ dvidends
capital. The gross proceeds of the supplementary tax
intended to implement the minimum taxation of large
corporate groups are added to the remaining amount in
such a way that the canton is entitled to two thirds and
the remainder goes to the municipalities. The allocation
to the political municipalities is carried out in proportion
to their number of residents.

Section Nine
Occupational pension

§ 27  'There are occupational pension schemes made Occupational
available to the full-time members of the corporate pension
bodies and the Bank employees, who participate in
its management.

2The Bank’s pension fund is an independent public
institution, with its domicile and registered office at
the Bank's headquarters.

Section Ten
Concluding provisions

§ 28 'This Law is subject to a referendum. It shall enter into
force following official publication of the resolution by
the Cantonal Parliament after validation ©.

2The Law on Zircher Kantonalbank of 28 May 1978
(partially amended on 4 June 1989) shall be repealed
simultaneously.
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