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Date: 19 September 2016
Dear Susan Cooper,

RE: FCA Consultation Paper CP16/18: Changes to disclosure rules in the FCA
Handbook to reflect the direct application of PRIIPs Regulation

The Investment Association is delighted to provide input to your consultation.

The IA has always been a supporter of the objectives of the EU PRIIPs project to deliver enhanced
and meaningful disclosure to retail clients across a wide array of investment products. We have,
however, significant reservations as regards to the regulatory technical standards to the PRIIPs
Regulation as drafted by the European Supervisory Authorities and adopted by the European
Commission. The recent rejection of the draft level two by the European Parliament reflects
frustration many have with the insufficiencies of the draft RTS. The rules as drafted will not deliver
on the objectives to be clear, fair and non-misleading.

The proposed rules would lead to extremely flawed and misleading retail investor disclosure. We,
therefore, urged the Commission to amend the presentation of costs and charges and improve the
performance disclosure by adding historic performance alongside future scenarios.

While past performance is not a guide to future performance, the inability to see the historic
delivery of a product is risky for consumers. Although we do not disagree with the inclusion of
future performance scenarios, we do not believe these should be given in isolation. Only past
performance reliably shows the investment experience and a manager's track record.

We are fully supportive of comprehensive costs and charges disclosure, but the draft prescribed
presentation is based on assumptions rather than real delivery. Not only could it mislead investors
by not showing what they will actually pay (as currently shown by the OCF) but it also makes the
comparison of different products impossible. The loss of a standardised methodology for calculating
the key product cost metrics, as is available for UCITS, and replacing them only with methodologies
for projecting estimated impacts removes the reliability of the data that is essential to underpin the
development of the online calculators envisaged in the level 1 PRIIPs regulation.
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Having said that, the IA is in broad agreement with the proposals made in the FCA CP
16/18 “Changes to disclosure rules in the FCA Handbook to reflect the direct application of
PRIIPs Regulation”. Please find a couple of more detailed responses to your questions in the
annexe to this letter.

We believe that keeping consistency across UCITS and NURS disclosure is important.
Therefore, we agree with the proposal to provide firms with the option of producing a
NURS-KII. The vast majority of IA members manufacturing NURS are making use of the
option to provide NURS-KIIs to their retail clients under the current waiver.

If you have any questions on the contents of our response, please let us know.

Yours

Florian van Megen

Retail Market Specialist

The Investment Association is the trade body that represents UK investment managers,
whose 200 members collectively manage over £5.5 trillion on behalf of clients.

Our purpose is to ensure investment managers are in the best possible position to:

Build people’s resilience to financial adversity
Help people achieve their financial aspirations
Enable people to maintain a decent standard of living as they grow older
Contribute to economic growth through the efficient allocation of capital

The money our members manage is in a wide variety of investment vehicles including
authorised investment funds, pension funds and stocks & shares ISAs.

The UK is the second largest investment management centre in the world and manages
37% of European assets.

More information can be viewed on our website.
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CONSULTATION RESPONSE

Yes- the IA believes that the intention of introducing the PRIIP KID was to streamline the
number of disclosure documents available for products that are different but economical
substitutes for each other.

IA members have pointed out, however, that just as the Supplementary or Additional
Information Documents (SID/AID) were developed for UCITS KIIDs providers, we believe
that it is likely that another document may need to be provided by manufacturers to sit
alongside the PRIIP to cover disclosure requirements not covered in the PRIIP which were
previously part of the KFD/KFI documents.

We agree that the timescale for a NURS before having to produce a KID should mirror that
of UCITS. We believe that keeping consistency across UCITS and NURS disclosure is
important. Therefore, we agree with the proposal to provide firms with the option of
producing a NURS-KII. The vast majority of IA members manufacturing NURS are making
use of the option to provide NURS-KIIs to their retail clients under the current waiver. Firms
that have both UCITS and NURS are unlikely to adopt the NURS KID earlier for obvious
reasons — e.g. the transition is likely to take place at the same time for cost efficiency.
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One firm raised concerns whether offering the choice to implement the NURS KID earlier n
could cause confusion and comparison issues. Platform service providers, in particular, will

be affected if they need to start accommodating for the provision of providers’ products

using the UCITS KIID and the NURS KID simultaneously.

Yes. In this case there doesn’t appear to be any other method other than cross-referencing
to other documents — it is clear the “stand alone” PRIIPs KID for many types of PRIIP will
need to cross reference to many other disclosure documents.

Yes — professional clients should be able to ascertain their own requirements, if any, over
and above what is contained in the full prospectus.

Yes — we agree that a QIS prospectus should provide sufficient information.

Yes.
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Yes — the other disclosure document option to supplement is most practical, as the full
prospectus is not easily accessible for retail clients.

Yes — this continues the theme of having to also provide supplementary information
alongside the KID. The form and contents and methods firms use to supplement their KIDs
for the variety of PRIIPs will vary considerably, and will also probably vary in relevance
depending on the distribution channel used. An example is the current supplementary
information documents used by firms to supplement the UCITS or NURS KIIDs, these
documents are generally available when transacting directly with the fund provider, but
when investing via a platform service provider their availability is not as evident, meaning
certain disclosures are omitted via certain distribution channels such as platforms.

Yes — but there are many potential implications following the UK’s vote to leave the
European Union which may mean this has to be revisited in due course and following any
further clarification by the EU Regulators.

Yes - we agree with your proposal to include guidance in the PR which refers to such
requirements.
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No comment.

No comment — not applicable for most IA members.

No comment.

Yes.

We believe that these provisions are fine.

No comment.

No comment.
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