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PACKAGED RETAIL AND INSURANCE-BASED INVESTMENT PRODUCTS
(SCOPE RULES AND TECHNICAL STANDARDS) INSTRUMENT 2022

Powers exercised

A. The Financial Conduct Authority (“the FCA”) makes this instrument in the exercise
of the following powers and related provisions in or under:

(1) article 13(5) of Regulation (EU) No 1286/2014 of the European Parliament
and of the Council of 26 November 2014 on key information documents for
packaged retail and insurance-based investment products (“the PRIIPs
Regulation”);

) article 4A of the PRIIPs Regulation; and

3) the following sections of the Financial Services and Markets Act 2000 (“the

Act”):

(a) section 137A (The FCA’s general rules);

(b) section 137T (General supplementary powers), in relation to Annex D
as modified by article 4A of the PRIIPs Regulation and in relation to
Annex E as modified by s. 138S of the Act;

(©) section 138P (Technical Standards);

(d) section 138Q (Standards instruments); and

(e) section 139A (Power of the FCA to give guidance).

B. The rule-making powers and power to make technical standards listed above are

specified for the purposes of sections 138G (Rule-making instruments) and 138Q(2)
(Standards instruments) of the Act.

Pre-conditions to making

C. The FCA has consulted the Prudential Regulation Authority and the Bank of England
as appropriate in accordance with section 138P of the Act.

D. A draft of this instrument has been approved by the Treasury.
Commencement
E. This instrument comes into force on 25 March 2022.

Amendments to the Handbook and modifications

F. The modules of the FCA’s Handbook of rules and guidance listed in column (1)
below are amended in accordance with the Annexes in this instrument listed in
column (2) below:

) (2)
Glossary of definitions Annex A
Conduct of Business sourcebook (COBS) Annex B
Collective Investment Schemes sourcebook (COLL) Annex C
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Making the Product Disclosure sourcebook

H. The Financial Conduct Authority makes rules and gives the guidance in accordance
with Annex D to this instrument, and specifies whether a product, or category of
product, falls within the definition of a PRIIP for the purposes of the PRIIPs
Regulation.

L The Product Disclosure sourcebook (DISC) is added to the Listing, Prospectus and
Disclosure block within the Handbook, immediately after the Disclosure Guidance
and Transparency Rules sourcebook.

Amendments to the PRIIPs RTS

I The FCA makes the amendments to the technical standards set out in the following
EU regulation (“the PRIIPS RTS”) in accordance with Annex E to this instrument:

Commission Delegated Regulation (EU) 2017/653 of 8§ March 2017 supplementing
regulation (EU) No 1286/2014 of the European Parliament and of the Council on key
information documents for packaged retail and insurance-based investment products
(PRIIPs) by laying down regulatory technical standards with regard to the
presentation, content, review and revision of key information documents and the
conditions for fulfilling the requirement to provide such documents

Interpretation

K. In this instrument, any reference to direct EU legislation is a reference to it as it forms
part of retained EU law.

Citation
L. This instrument may be cited as the Packaged Retail and Insurance-Based Investment

Products (Scope Rules and Technical Standards) Instrument 2022.

By order of the Board
24 March 2022
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Annex A

Amendments to the Glossary of definitions

Insert the following new definition in the appropriate alphabetical position. The text is not

underlined.

PRIIPs technical
standards

the UK version of Commission Delegated Regulation (EU) 2017/653 of
8 March 2017 supplementing regulation (EU) No 1286/2014 of the
European Parliament and of the Council on key information documents
for packaged retail and insurance-based investment products (PRIIPs)
by laying down regulatory technical standards with regard to the
presentation, content, review and revision of key information
documents and the conditions for fulfilling the requirement to provide
such documents, which is UK law by virtue of the EUWA.
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Annex B
Amendments to the Conduct of Business sourcebook (COBS)

In this Annex, underlining indicates new text and striking through indicates deleted text.

13 Preparing product information

13.1 The obligation to prepare product information

Application of the PRIIPs regulation to funds

13.1.1B G (1) A UCITS management company is exempt from the PRIIPs
Regulation until 31 December 2024+ 2026. These firms should
continue to publish a key investor information document until that
date (see COLL 4.7).

2 (@

(¢)  An authorised fund manager of a non-UCITS retail scheme
offered to retail clients in the United Kingdom may, until 31
December 2024 2026, draw up either:
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Annex C
Amendments to the Collective Investment Schemes sourcebook (COLL)

In this Annex, underlining indicates new text and striking through indicates deleted text.

4 Investor Relations

4.7 Key investor information and marketing communications

Application of the PRIIPs regulation to NURS

4.7.1A G (D An authorised fund manager of a non-UCITS retail scheme or an
ICVC that is a non-UCITS retail scheme that is offered to retail
clients may draw up either:

(a) a key information document in accordance with the PRIIPs
Regulation; or

(b) until 31 December 202+ 2026, a NURS-KII document (in
accordance with the exemption in article 32(2) of the PRIIPs
Regulation).
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Annex D

Product Disclosure sourcebook (DISC)

In this Annex, all of the text is new and is not underlined.

1.1

1.1.1

1.2

1.2.1

1.2.2

1.2.3

1.2.4

Application

Purpose

G

(1)  The PRIIPs Regulation lays down uniform rules on the format and
content of the key information document to be drawn up by PRIIP
manufacturers and on the provision of the key information document
to retail investors by PRIIP manufacturers and those selling or
advising on PRIIPs.

(2)  The key information document introduces a common standard for
setting out information to help retail investors understand and
compare the main features, risks, potential rewards, and costs of
investing in a PRIIP, thus supporting informed investment decisions
by consumers in the retail market.

(3) The detailed requirements concerning the content and presentation of
the key information document are set out in the PRIIPs technical
standards.

Chapter 2 of this sourcebook sets out rules made by the FCA under article
4A of the PRIIPs Regulation (as amended by section 38 of the Financial
Services Act 2021) which are intended to address areas of uncertainty
concerning whether certain products, or categories of products, fall within
the definition of a PRIIP for the purposes of the PRIIPs Regulation.

General application

R

The rules and guidance in Chapter 2 apply to all persons who are subject to
obligations under the PRIIPs Regulation, but they do not apply in relation
to the activities of Gibraltar-based firms.

The PRIIPs technical standards also apply to all persons who are subject to
obligations under the PRIIPs Regulation. The PRIIPs technical standards
apply to Gibraltar-based firms subject to Regulation 11 of the Gibraltar
(Miscellaneous Amendments) (EU Exit) Regulations 2019 (ST 2019/680).

COBS 13.1 and COLL 4.7 provide guidance relating to the application of
the PRIIPs Regulation to funds.

COLL 4.7 sets out rules and guidance on the key investor information and
marketing communications as applicable to an ICVC, an authorised fund
manager of an AUT, ACS or ICVC, and any other director of an ICVC
where, in each case, the AUT, ACS or ICVC is:
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2.1.2

2.2
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a UCITS scheme; or

a KlI-compliant NURS.

Scope rules under article 4A of the PRIIPs Regulation

Interpretation

R (1)

2)

As set out in more detail in article 4(1) of the PRIIPs Regulation, a
packaged retail investment product or ‘PRIP’ means an investment,
including instruments issued by special purpose vehicles, where,
regardless of the legal form of the investment, the amount repayable
to the retail investor is subject to fluctuations because of exposure to
reference values or to the performance of one or more assets which
are not directly purchased by the retail investor.

The PRIP definition in the PRIIPs Regulation should be read
together with the rules in this Chapter, which supplement article 4.

G A PRIIP is defined in article 4(3) of the PRIIPs Regulation as a product
that is a PRIP and/or an insurance-based investment product.

Scope rules

General distinction between PRIP and non-PRIP debt securities

R (1)
()
R (1)

A debt security is not a PRIP if it meets the following criteria:
(a) it does not fall within DISC 2.2.2R;

(b) the issuer’s default risk is wholly or predominantly determined
by the economic performance of the commercial or industrial
activities of the issuer (or, where the debt security is
guaranteed by a group person, that person); and

(c) the terms of the debt security do not impose any modification,
structuring, or conditionality on the issuer’s obligation to pay
interest or repay the principal save for the effect of any feature
listed under DISC 2.2.4R.

For the purposes of (1)(b), lending, investment, and any other
financial sector activities are not commercial or industrial activities.

A debt security is a PRIP where the level of interest payable, any
conditionality of principal repayment, or the issuer’s default risk, is
linked to or materially dependent on the following, whether or not
modified by a pre-determined formula:

(a) fluctuations in reference indices or benchmarks relating to
investment assets or a class of investment assets, for example a
stock market index;
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the value or performance of reference investment assets, such
as a basket of shares or specified commodities; or

the value or performance of investments held by the issuer (or
by a person connected to the issuer).

For avoidance of doubt, the following are excluded from (1)(a):

(a)
(b)

the Bank of England official Bank Rate; and

any benchmarks or indices tracking the rate of inflation, money
market interest rates, or other indicators pertaining to the
performance of the general economy.

223 R In DISC 2.2.2R(1)(c):

)

2)

Neutral features

the investments include, for example, derivatives, real estate
holdings, a pool of receivables, or a portfolio of securities; and

a person is connected to the issuer if it is a member of the same
group as the issuer, has a relevant business relationship with the
issuer, or otherwise does not have an arm’s-length relationship with
the issuer.

2.24 R The following features do not cause a debt security to meet the criteria for a
PRIP in article 4(1) of the PRIIPs Regulation:

)

2)

3)

a fixed coupon rate, including where:

(a)

(b)

a set coupon rate applies until maturity, including a nil or zero
rate; and

the coupon rate is subject to pre-defined changes at fixed times
prior to maturity — that is, a stepped coupon;

a floating or variable coupon, provided that:

(a)

(b)

the interest payable is determined by an index or benchmark of
the kind described by DISC 2.2.2R(2), with or without a spread
reflecting the credit risk of the issuer; and

the interest payable is not subject to any additional
modification or structuring such as, for example, a cap, or a
floor other than zero;

a put option giving the investor a discretion to demand early
repayment of the debt security on pre-agreed terms, or giving the
investor the choice to convert or exchange their debt security into
one or more shares of the same issuer at a pre-determined price;
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a call option allowing the issuer to redeem a debt security early at a
price higher than or equal to par, where:

(a) the option becomes exercisable due to changes in the financial
health, market confidence in, or control of, the issuer, or
general economic conditions, but not including options
exercisable in response to fluctuations, price movements or
performance of an index, benchmark, specified asset or
underlying asset falling within DISC 2.2.2R(1); and

(b) the mechanism to calculate the net present value of the future
coupon payments is made clear to the investor in the terms of
the debt security;

a perpetual or indefinite term; or

the debt security’s subordination in the creditor hierarchy in the
event of the issuer’s insolvency.

Legacy products traded on secondary markets

R

A financial instrument issued prior to 1 January 2018 is not a PRIIP.

Guidance on when a PRIIP is not ‘made available’ to a retail investor

G

In the FCA’s view, and for the purposes of the PRIIPs Regulation, a
financial instrument is not ‘made available’ to a retail investor where the
following conditions are met:

)

2)

3)

the marketing materials for the financial instrument (including the
prospectus, if there is one) feature prominent and clear disclosures to
the effect that the financial instrument:

(a) is being offered only to investors eligible for categorisation as
professional clients or eligible counterparties under the FCA’s
rules; and

(b) is not intended for retail investors;

the issuer of the financial instrument or, in relation to secondary
market offers, the distributor, has taken reasonable steps to ensure
the offer and any associated promotional communications are
directed only to investors eligible for categorisation as professional
clients or eligible counterparties; and

a denomination or minimum investment of £100,000 applies to the
financial instrument, or equivalent amount for a financial instrument
denominated in another currency, where the equivalent amount is
calculated not more than 3 business days before the date of issue of
the financial instrument.
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Transitional Provisions table
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@)) (2) Material to 3) (4) Transitional (®)) (6)
which provision Transitional | Handbook
transitional provision: | provision:
provision dates in coming
applies force into force
1.1 DISC R and G | A firm may choose | From 25 25 March
not to comply with | March 2022 {2022
DISC to 31
December
2022
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Annex E
Amendments to the PRIIPs RTS

In this Annex, underlining indicates new text and striking through indicates deleted text,
unless otherwise stated.

Commission Delegated Regulation (EU) 2017/653 of 8 March 2017 supplementing
regulation (EU) No 1286/2014 of the European Parliament and of the Council on key
information documents for packaged retail and insurance-based investment products
(PRIIPs) by laying down regulatory technical standards with regard to the presentation,
content, review and revision of key information documents and the conditions for
fulfilling the requirement to provide such documents

THE EUROPEAN COMMISSION,
Having regard to the Treaty on the Functioning of the European Union,

Having regard to Regulation (EU) No 1286/2014 of the European Parliament and of the
Council of 26 November 2014 on key information documents for packaged retail and
insurance-based investment products (PRIIPs), and in particular Article 8(5), Article 10(2) and
Atrticle 13(5) thereof,

Whereas:
(D)

9) While estimates on returns from a PRIIP are difficult to produce and understand,
information on sueh-estimates-are performance is of primary interest for retail investors
and should be included in the key information document. Retail investors should be
provided with clear information on reterr-estimates—thatis the main factors likely to
determine or influence investment performance and any fluctuations in the value of the
PRIIP, including relevant correlations and benchmarks, in a manner consistent with
realistic assumptions about possible outcomes and with the estimates of the PRIPP’s
level of market risk, presented n such a way SO as to make—e}eaf—fhe—&neeﬁamt—y—ef—t-ha{

3 : 3 % £ es4 e enable the investor
to form a reasonable understandmg of how the PRIIP is hkelv to perform across an
appropriately diverse and relevant range of market conditions.

(18)  Where individual key information documents for each option are deemed not
appropriate for retail investors by the PRIIP manufacturer, specific information about
the underlying investment options and the generic information about the PRIIP, should
be provided, separately. To avoid confusion, the generic information about the PRIIP
provided in the key information document should indicate the range of risks, factors
determining or influencing performance and costs that can be expected across the
different underlying investment options offered. ...
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20. Data that is used for preparing the information contained in the key information
document, such as data on costs, risks and information on performance seerarios, may
change over time. Changing data can lead to changes in the information to be included,
such as a change in the risk or costs indicators. ...

CHAPTER I
CONTENT AND PRESENTATION OF THE KEY INFORMATION DOCUMENT

Article -2
Interpretation

& In this Regulation, unless the contrary intention appears:

()

Article -1
Definitions

& For the purposes of this Regulation, the following definitions apply:
(a)

(d) ‘UK UCITS’ has the meaning given in section 237(3) of FSMA:;

(e) a ‘derivative-based PRIIP’ is a Category 1 PRIIP that is a future, call option, or
a put option traded on a regulated market or on a third-country market
considered to be equivalent to a regulated market in accordance with Article 28
of Regulation (EU) 600/2014.

Article 3
‘What are the risks and what could I get in return?’ section

€)) In the section entitled “What are the risks and what could I get in return?” of the key
information document, PRIIP manufacturers shall apply the methodology for the
presentation of risk as set out in Annex II, include the technical aspects for the
presentation of the summary risk indicator as set out in Annex III and comply with the
technical guidance, the formats and the methodelegy criteria for the presentation of
performance seenarios information, as set out in AnnexesFV-and-V Annex 4A.

(1A) By way of derogation from paragraph 1:

(a) subject to sub-paragraph (b), a PRIIP manufacturer must ensure the summary
risk indicator produced via application of the methodology set out in Annex II
is appropriate and unlikely to mislead investors in the PRIIP, if necessary by
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increasing the summary risk indicator that would otherwise be assigned to the
PRIIP under that methodology: and

(b) in_respect of a PRIIP which is issued by a venture capital trust, a PRIIP
manufacturer must assign a summary risk indicator no lower than 6 or 7.

PRIIP manufacturers shall include feur appropriate perfermanece-seenarios information
on investment performance, as set out in Annex ¥ 4A in the section entitled “What are
the risks and what could I get in return?” of the key information document. Fhose-four

CHAPTER 111
REVIEW AND REVISION OF THE KEY INFORMATION DOCUMENT

Article 15

Review

The review referred to in paragraph 1 shall verify whether the information contained in
the key information document remains accurate, fair, clear, and non-misleading. In
particular, it shall verify the following:

(a) whether the information contained in the key information document is
compliant with the general form and content requirements under Regulation
(EU) No 1286/2014, or with the specific form and content requirements laid
down in this Delegated Regulation;

(b) whether the PRIIP’s market risk or credit risk measures have changed, where
such a change has the combined effect that necessitates the PRIIP’s move to a
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different class of the summary risk indicator from that attributed in the key
information document subject to review;

(©)

pereentage-points whether the performance information narrative continues to
provide investors with a fair impression of how the PRIIP is likely to perform
under an appropriately diverse and relevant range of market conditions.

CHAPTER IV
CHAPTER 1V DELIVERY OF THE KEY INFORMATION DOCUMENT

Article 18

Final Provision

Article 14(2) shall apply until 31 December 2849 2026.
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ANNEX I
TEMPLATE FOR THE KEY INFORMATION DOCUMENT

PRIIP manufacturers shall comply with the section order and titles set out in the template,
which however does not fix parameters regarding the length of individual sections and the
placing of page breaks, and is subject to an overall maximum of three sides of A4-sized paper
when printed.

Key Information Document

Purpose

This document provides you with key information about this investment product. It is not marketing material.
The information is required by law to help you understand the nature, risks, costs, potential gains and losses of
this product and to help you compare it with other products.

Product

[Name Of Product] [Name Of PRIIP manufacturer] [where applicable ISIN or UPI] [website for PRIIP
manufacturer] Call [telephone number] for more information [date of production of the KID]

[Alert (where applicable) You are about to purchase a product that is not simple and may be difficult to
understand]

What is this product?

Type
Objectives
Intended retail investor

[Insurance benefits and costs]

What are the risks and what could I get in return?

Risk Indicator Description of the risk-reward profile

Summary Risk Indicator

SRI template and narratives as set out in Annex III, including on possible maximum loss:
can | lose all invested capital? Do I bear the risk of incurring additional financial
commitments or obligations? Is there capital protection against market risk?

Investment Appropriate narrative information on the drivers of investment performance as set out in
performance Annex 4A
information
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What happens if [PRIIP Manufacturer] is unable to pay out?

Information on whether there is a guarantee scheme, the name of the guarantor or investor compensation
scheme operator, including the risks covered and those not covered.

What are the costs?

Costs over time Template and narratives according to Annex VII
Composition of Template and narratives according to Annex VII
costs

Narratives on information to be included on other distribution costs

How long should I hold it and can I take money out early?
Recommended [required minimum] holding period?

Information on whether one can disinvest before maturity, the conditions on this, and applicable fees and
penalties if any. Information on the consequences of cashing-in before the end of the term or before the end of
the recommended holding period

How can I complain?

Other relevant information
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ANNEX II
METHODOLOGY FOR THE PRESENTATION OF RISK
PART 1

Market risk assessment

Determination of the market risk measure (MRM)

ey

Use of appropriate benchmarks or proxies to specify PRIIPs categories

(7A) Where appropriate benchmarks or proxies are used by a PRIIP manufacturer, those
benchmarks or proxies shall be representative of the assets or exposures that determine
the performance of the PRIIP. The PRIIP manufacturer shall document the use of such
benchmarks or proxies and disclose them in the narrative performance information
section of the key information document, as set out in Annex 4A.

MRM class determination for Category 1 PRIIPs
8.
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ANNEX III
PRESENTATION OF SRI
Presentation format
(1)
Completion guidance with regard to the SRI
(2)

©6) For derivatives derivative-based PRIIPs that-are-futures-call-options-and-put-options

Elemets A, B, and, where relevant, H, shall be included.
Narrative explanations

@) For the purposes of the SRI presentation, including point 4 of this Annex, the
following narrative explanations shall be used, as appropriate:

[Element A] ...

[Where applicable:] [Element E] [Other risks materially relevant to the PRIIP not
included in the summary risk indicator to be explained with a maximum of 266 400
characters]

[Where applicable:] [Element F] ...
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ANNEX IV PERFORMANCE SCENARIOS is deleted in its entirety. The deleted text is not
shown but the annex is marked [deleted] as shown below.

ANNEXTV
PEREFORMANCE-SCENARIOS [deleted]

Amend the following as shown.
ANNEX 4A
PERFORMANCE INFORMATION

) The section entitled “What are the risks and what could I get in return?’ of the PRIIP’s
key information document must include appropriate performance information
summarising, in narrative form, the main drivers of investment performance for the
PRIIP.

2) The PRIIP manufacturer must ensure the performance information is:

(a) accurate, fair, clear, non-misleading and likely to be understood by the retail
investors to whom the PRIIP may be offered;

(b) compatible with the information stating the objectives of the PRIIP disclosed in
accordance with article 2(2);

©) likely to be useful to retail investors in assessing the prospects for future returns
of investment in the PRIIP as well as comparing it with other PRIIPs; and

) supported by objective data.

3) The information must, as a minimum, include the following elements:

(a) a description of the main factors likely to affect future returns for the investor,
identifying those most likely to determine the outcome of the investment and
other factors which could have a material impact on performance;

(b) identification of the most relevant index, benchmark, target, or proxy, as
applicable, along with an explanation of how the PRIIP is likely to compare in
terms of performance and volatility;

(©) under a sub-heading ‘what could affect my return positively?’, a brief
explanation of the kinds of conditions that would be conducive to the PRIIP

generating higher returns;
(d) under a sub-heading ‘what could affect my return negatively?’, a brief

explanation of the kinds of conditions whereby the PRIIP is likely to generate
lower returns or lead to investment loss; and

(e) a brief description of what outcome the investor may expect where the PRIIP
matures or is redeemed or encashed under severely adverse market conditions.
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ANNEX V METHODOLOGY FOR THE PRESENTATION OF PERFORMANCE
SCENARIOS is deleted in its entirety. The deleted text is not shown but the annex is marked
[deleted] as shown below.

[N\ AL

[deleted]

Amend the following as shown.

ANNEX VI

METHODOLOGY FOR THE CALCULATION OF COSTS
PART 1
List of costs
I. LIST OF COSTS OF INVESTMENTS FUNDS (AIFs AND UCITS)
Costs to be disclosed
One-off costs

ey

Calculation of specific types of costs of investments funds
Transaction costs

7 Transaction costs shall be calculated on an annualised basis, based on an average of
the transaction costs incurred by the PRIIP over the previous three years, with the
average taken from all transactions. Where the PRIIP has been operating for less than
three years, transaction costs shall be calculated using the methodology set out in
point 21 - 23 of this Annex.

®) The aggregate transaction costs for a PRIIP shall be calculated as the sum of the
transaction costs as calculated in accordance with points 9 to 23A of this Annex in the
base currency of the PRIIP for all individual transactions undertaken by the PRIIP in
the specified period. This sum shall be converted into a percentage by dividing by the
average net assets of the PRIIP over the same period.

(€))

(10)  Estimates of transaction costs using the methodology described below in points 19 to
20 of this Annex must be used for investments in other instruments or assets.
Transaction costs associated with non-financial assets must be calculated in
accordance with point 20A of this Annex.

Treatment of anti-dilution mechanisms

(11)  Where a PRIIP has a pricing mechanism that offsets the impact of dilution from
transactions in the PRIIP itself, the amount of benefit accruing to the ongoing holders
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of the PRIIP from anti-dilution mechanisms may be deducted from the transaction
costs incurred within the PRIIP using the following methodology:

()

(©) the anti-dilution benefit shall only be taken into account to the extent that the
benefit does not take the total transaction costs below explicit transaction costs;

A PRIIPs manufacturer must provide information about the total benefit derived from

an anti-dilution mechanism as part of or alongside the breakdown of identifiable
transaction costs (see Annex I, “What are the costs?”).

Actual transaction costs

(14)

5)

(18)

The arrival price shall be determined as the mid-market price of the investment at the
time when the order to transact is transmitted to another person. For orders that are
transacted on a day that is not the day that the order was originally transmitted to
another person, the arrival price shall be determined as the opening price of the
investment on the day of the transaction or, where the opening price is not available,
the previous closing price. Where a price is not available at the time when the order to

transact is transmrtted to another person ééa%te—theerder—m&r—ated—e&ts&d%market

the—d—afyhef—the—traﬂsaeﬁeﬂ the arr1va1 price shall be determmed as the most recentlv
available price or, where a recent price is not available, a justifiable independent price
or, where a justifiable independent price is not available, the opening price on the day
of the transaction or, where the opening price is not available, the previous closing
price. Where an order is executed without being transmitted to another person, the
arrival price shall be determined as the mid-market price of the investment at the time
when the transaction was executed.

Where information about the time when the order to transact is transmitted to another
person is not available (or not available to a sufficient level of accuracy), or where

1nf0rmat10n about the prlce at that tlme is not avallable ft—rs—pemi-ss%}e—te—ase—as—the

1ust1f1able 1ndependent prlce may be used as the arrival price or, where a 1ust1f1able

independent price is not available, the opening price of the investment on the day of
the transactlon or, where the opening prlce is not available, the previous closmg price.

In calculating the costs associated with orders that are initially entered into an auction,
the arrival price shall be calculated as the mid-price immediately prior to the auction.
In calculating the costs associated with orders that are executed at a predetermined
time, the arrival price shall be calculated at that pre-determined time, even if the order
has been transmitted for execution before that time.

Transactions executed on an over-the-counter basis
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(18A) By way of derogation from points 12 to 16 of this Annex for transactions executed on

an over-the-counter basis, the actual transaction costs shall be calculated in

the following way:

(@)

Where a transaction is executed after bid prices and offer prices have been
obtained from more than one potential counterparty, the arrival price shall be
determined as:

(1) the mid-point between the best bid price and best offer price, where the
best bid price is below the best offer price;

(ii) the best bid price in the case of a sale or the best offer price in the case
of a purchase, where the best bid price is higher than the best offer

price.

Where a transaction is executed without both bid prices and offer prices
having been obtained, the transaction cost shall be calculated by multiplying the
number of units transacted by half the value of the spread between the bid price
and the offer price of the instrument. The value of that spread shall be calculated
on the following basis:

(1) from a composite of live market bid/offer quotes, where available;

(ii) where live market quotes are not available they shall be obtained
by reference to spreads from either:

- previous transactions in assets bearing similar characteristics

(duration, maturity, coupon, call-/put-ability) and liquidity,
using transactions previously executed by the PRIIP
manufacturer; or

- data verified by an independent third party or an asset valuation
from an independent third party.

Transaction costs for other assets

(20A) When calculating the costs associated with non-financial assets, the transaction costs

shall be calculated as the aggregate of the actual costs directly associated with that

transaction, including all charges, commissions, taxes and other payments (such as anti-

dilution levies), where those costs are made from the assets of the PRIIP. In the case of

cost depreciation over a period specified in the PRIIP’s accounting policies, actual costs

shall be equal to the cost amounts depreciated over the last three years.

Transaction costs for new PRIIPs

Low number of transactions and other similar cases

(23A) By way of derogation from points 12 to 18 of this Annex, transaction costs may be

calculated using the methodology described in point 21(b) of this Annex where one or

more of the following conditions is met:

@

(b)

a PRIIP undertook a very low number of transactions over the previous three
years;

the total value for all transactions undertaken over the previous three years
accounts for a very low percentage of the net asset value of the PRIIP;
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©) the estimate of total transaction costs is not significant as compared to the
estimate of the total costs.

Use of data prior to 31 December 2029

23B. Until 31 December 2029, transaction costs may be calculated using the methodology
laid down in point 21 of this Annex for PRIIPs that are UCITS or AIFs.
23C. Until 31 December 2029, where an insurance-based investment product invests in a

UCITS or AIF, the transaction costs for those investments may be calculated using the
methodology laid down in point 21 of this Annex.

Performance related fees

Carried interests

II. LIST OF COSTS OF PRIPS OTHER THAN INVESTMENT FUNDS
Costs to be disclosed

Costs of PRIPs referred-to-inpointI/-ofAnnexdV that are derivative-based PRIIPs

PART 2

Summary cost indicators and compound effect of the costs

I. SUMMARY COST INDICATORS

(62)

For the calculation of the summary cost indicator the costs to be disclosed referred to
in point 72 of this Annex shall be the total costs. This shall equal for investment funds
the sum of the costs as referred to in points 1 and 2 of this Annex plus the sum of the
costs as referred to in points 4 and 6 of this Annex; for PRIPs other than investment
funds, except derivative-based PRIIPs referredinpointt7+of-AnnextV, the sum of
the costs as referred to in points 27 and 28 of this Annex plus the sum of the costs as
referred to in points 31 and 32 of this Annex; for derivative-based PRIIPs referred-to
m-peintd7-ef AnnexIV, the sum of the costs as referred to in points 34 and 35 of this
Annex; and for insurance-based investment products, the sum of the costs as referred
to in points 47 and 48 plus the sum of the costs as referred to in points 50 and 51 of
this Annex. The total costs shall also include exit penalties, where relevant.

One-off costs and one-off costs ratios

(64)

For the calculation of the entry and exit costs ratio the costs to be disclosed referred to
in point 72 of this Annex shall for investments funds be the entry and exit costs
according to points 1 and 2 of this Annex; points 27 and 28 of this Annex for PRIPs
other than investment funds, except derivative-based PRIIPs referred-inpointt7of

AnnexV; point 35 for derivative-based PRIIPs referred-inpointtFoef-AnnextV; and
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points 47 and 48 of this Annex for insurance-based investment products. Exit costs
shall also include exit penalties, where relevant.

Recurring costs, portfolio transaction costs and insurance costs/other recurring costs ratios

(66)  For the calculation of the portfolio transaction costs ratio and the insurance costs ratio
the following shall apply:

(a)

(b)

for the calculation of the portfolio transaction, the costs to be disclosed referred
to in point 72 shall be the portfolio transaction costs according to points 7 to 23
of this Annex for investment funds, point 29(c) of this Annex for PRIPs other
than investment funds, except derivative-based PRIIPs referred-inpointt+of
Annex—IV¥, and point 52(h) of this Annex for insurance based investment
products;

Calculation of summary cost indicator

(71)  The estimation of future benefit payments under point 70 of this Annex shall be based
on the following assumptions:

()

except for derivative-based PRIIPs-asreferred-to-in-point+7-of AnnexTV, the
annual internal rate of return, i.e. the performance, of the PRIIP shall be
assumed to be a return equivalent ealeslated-applyingthe-methodology-and-the
uwnderlying-hypothesis—used-for-the-estimation-ofthe a moderate performance

scenario based on reasonable and robust assumptlons and methodologv from

Page 24 of 25



FCA 2022/7

Insert the following new Transitional Provision after Annex VII PRESENTATION OF

COSTS. The text is not underlined.

PRIPPS Transitional provisions
RTSTP1
TP 1.1 Transitional provisions table
(D) (2) Material to which (3) Transitional (4) Transitional |(5) RTS provision: coming
transitional provision provision provision: dates into force
applies in force
1.1 Recital 9; Recital 18; A person who From 25 25 March 2022
Article -1; Article 3; manufactures, March 2022
Article 15; Annex I; advises on or sells | to 31
Annex II; Annex III; a PRIIP may December
Annex IV; Annex V; choose to comply 2022

Annex VI

with the provisions
listed in column
(2) as if the
changes made to
them by the
Packaged Retail
and Insurance-
Based Investment
Products (Scope
Rules and
Technical
Standards)
Instrument 2022
had not been
made.
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