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The ESAs welcome comments on fRegulatoryTechnical Standardsn the presentation and
content of the key information documentKID) including meéhodologies for thecalculation and
presentation of risks, rewards and costs within the documemider Article 8(5) of Regulation
(EU) No 1286/20%40on the review, revision, and republication BiDs under Article 10 of
Regulation (EU) No 1882014, and on the conditions for fulfilling the requirement to provide the
KIDin good time under Article 13 of Regulation (EU) No 1286/2014.

Theconsultation package includes:
w The Consultation Paper
1 Template for comments

The ESAs invite comments any aspect of this paper. Comments are most helpful if they:
w contain a clear rationale; and
w describe any alternatives the ESAs should consider.

The ESAs also invite specific comments on the questions set edttion 2.2on the draft RTS,
andany input orthe draft impact assessment.

Submission of responses

The consultation paper is available on the websites of the three ESAs. Comments on this
consultation paper can be sent using tlesponse formvia the ESMA website under the heading
Y 2 dzNJ AV LJdzil Kby 290d@ndafy 2016 A 2 y a4 Q

Contributions not providé in the template for comments, or after the deadline will not be
processed.

Publication of responses

All contributions received will be published following the close of the consultation, unless you
request otherwise in the respective field in ttemplate for comments. A standard confidentiality
statement in an email message will not be treated as a request fordmmosure. A confidential

response may be requested from us in accordance with ESAs rules on public access to documents.

We may constlyou if we receive such a request. Any decision we make not to disclose the
response is reviewable by ESAs Board of Appeal and the European Ombudsman.

Data protection

Information on protection of individuals with regard to the processing of personal catabe
F2dzy R dzy RSNJ 6 KS KSFRAYy3 W[ S3rf FNIXrYSg2NlIQ 27
the EBA and ESMA website httfs://eiopa.europa.eu/AboHEIOPA/Legdtamework,
http://www.eba.europa.eu/legalnotice, http://www.esma.europa.eu/legahotice).
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https://www.esma.europa.eu/sites/default/files/library/2015/11/jc_2015_073r_form_to_reply_cp_priips.docx
https://www.esma.europa.eu/press-news/consultations/consultation-paper-priips-key-information-documents#registration-form_consultation
https://eiopa.europa.eu/About-EIOPA/Legal-framework
http://www.eba.europa.eu/legal-notice
http://www.esma.europa.eu/legal-notice
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2.1 Overview of Consultation Paper

Purpose of Consultation Paper and process followed

This Consultation Paper provilstakeholders with an opportunity to comment on the draft
Regulatory Technical Standards (RTS) developed by the European Supervisory Authorities (ESAs:
EBA, EIOPA and ESMA) pursuant to the Regulation (EU) No 1286/2014 on Key Information
Documents for Packged Retail and Insurandmsed Investment Products (hereafter, PRIIPs
Regulation).

Thedraft RTS rela&to three Articlesunderthe PRIIPRegulation

A the presentation and content of theKey Information Document (KID)including
methodologies for thecalcuation and presentation of risks, rewards and costs within the
document under Article 8 (5)

A the review, revision, and republication Kfs, under Article 1q2); and,

A the conditions for fulfilling the requirement to provide th€Din good time under Article 13

(5).

Thedraft RTS text and accompanying Annexes (which comtai@mplate for the KID, anthe
proposed methodologies underpinning the presentation of risks, rewards and pdetm the
core of this Consultation Papesection 3

Someadditional planatory textrelevant to understandinghe methodology in the Annexes can
be found insection 4.

This Consultation Paper follows a general Discussion Paper (JC/DP/2014/02) published on 17
November 2014, and a Technical Discussion Paper (JC/DP/2015/01) published on 23 June 2015.
Provisional feedback on these two Discussion Papagvenin section 5.

Preliminary analyses of the expected impacts of the proposed RTS are also inclisgetidin6),
in order to gather stakeholder feedback on possible costs and benefits of the proposals and the
relative scale of these costs and benefits for differenkstelders.

The draft RTS havmeen developedn view ofresponses tdhe Discussion Papers, and the results
from a Consumer Testing study conducted by the European Commidaieiew of the technical
difficulties in developing comparable and comprehensive risk, performance and cost disclosures,
the ESAs have also drawntechnicalinput from a Consultative Expert Gro@ip.

1http://ec.europa.eu/finance/finservicesetail/investment products/index_en.htm

2https://eiopa.europaeu/Puincaticns/ConsuItations/ConsultativeExpert Group _on Key Information Document for
PRIIPs.pdf



http://ec.europa.eu/finance/finservices-retail/investment_products/index_en.htm
https://eiopa.europa.eu/Publications/Consultations/Consultative%20Expert%20Group%20on%20Key%20Information%20Document%20for%20PRIIPs.pdf
https://eiopa.europa.eu/Publications/Consultations/Consultative%20Expert%20Group%20on%20Key%20Information%20Document%20for%20PRIIPs.pdf

Summary ofthe contents of thedraft RTS
Article 8 (5)

The draft RT8nder Article 8 (5)provides a specification of the presentation and content of the
KID.It addresses measures for the different elemeatthe document set out in Article 8 (3), and
the underlying methodologies necessary for obtainingitifermation for the KID.

1 It includes amandatory templateto be used foreachKID, including mandatory texts to
be used The template includedetails of the layout that must be followedPermitted
adaptations to the template are set out in the draft RTS.

1 For the risk and reward section of the KID, the draft RTS reqjaireummary risk
indicator that comprises sevenlasses the format of which is to follow the template
contained in the RTS.

1 The draft RTS also contaim methodology for the assignment eich PRIIP to one of the
sevenclassexontained in thesummaryrisk indicator and for the inclusion ofarrative
explanations, and for certain PRIIBdditional warnings

1 The draft RTS includeequirements onperformance scenariognd a format that must
be followed for the presentation of these scenarid$iese are to be presented in tables,
showing possible performance for different time periods atdleast threescenarios.
There are also requirements on the selection of thesenagos by the PRIIP
manufacturer.

1 The draft RTS alsmvers requirements on the presentation @bsts including the figures
that must be calculated and the format to be used for these. Detailed methods are
included for the measurements and calculatiomseded for completing the prescribed
format for each PRIIAhe cost figures include a standardised summary breakdown of the
different cost components, aggregatecost figures, and a presentation of the
accumulation of the costs in monetary and percentégens for standardised peridd).

1 Finally, the draft RTS sebut the specifidayouts and contents fothe KID for products
offering multiple options that cannot be effectively covered in three pagssoreseen
under Article 6 (3pf Regulation (EU) NI286/2014

KID for products offering multiple options

For products offering multiple investment optio@OP) PRIIP manufacturersay follow either
of two approaches, according to what would work best for the retail investor.

In the first approach, thePRIIP manufacturer would produce separate KIDs for each option,
containing information about the PRIIP in general and about the option in particular.

In the second approach, the PRIIP manufacturer would separate the information that would
normally be in aingle KID. The PRIIP manufacturer would instead produce a generic KID for the




PRIIP in general, and then provide specific information about the optioogiding ontheir
description, their risks and rewards, and their specific costs) within a sepacatenent or
documents.Since he level oneRegulationonly provides a derogation from including the KID
information in a single document, the information provided in total under this second approach
needsnonethelesdo be consistent with Article 8 (3) dfi¢ PRIIPs Regulation.

In any case, the MOP KID and underlying information is the sole responsibility of the PRIIP
manufacturer, and the PRIIP manufactureannot partially or in total, transfer such
responsibility. While the PRIIP manufacturer may userinétion from third parties (for instance

the providers of investments used by the PRIIP manufacturer) in the preparation of the
information for the retail investor, the information remains the responsibility of the PRIIP
manufacturer.

The investment optins offered in a multbption product may be standardised portfolios (for

Ayaill yoSz 'y WIR@GSYy(Udz2NPdzaQ 2LJiA2y S 2NJ I WY2RSN
or products (for instance, a specific fund tracking a specific equity index), degeoithe mult

option product in question. The information provided would not address combinations of
investment options, given that the KID is designed as a genercopmteactual document.

Article 10

The draft RTS for Article 10 seiut requirements for the revision and republication of the KID at
least each year, and an obligation to conduct ad hoc revisighen necessary undehe detailed
methodologies forcalculatingthe summary risk indicator, the performance scenariogl the
costs, andvhen necessary faoroducts offering multiple options.

Article 13

The draft RTS for Article 13 seiut requirements for the KID to be provided sufficiently early for
a retail investor to be able to take its contents into account when makmigeestment decision.
The timing of the delivery of the Kifanvary depending on the PRiliPquestion and the needs of
the retail investor.

2.2 Specific gestions to stakeholders

There are a number of measures within the draft RTS where the ESAs aregsspé&aific
feedback from stakeholders.

Thefollowing specific questions and accompanying explanatory text highlight these measures. All
references are to the draft RTS within this Consultation Paper.

Comprehension alert

With regard to the comprehensionat (article 8(3)(bpf the PRIIPs Regulatipmecital 18 of the
PRIIPS Regulation includes criteria to be used for assessing whether to include the alert or not.
The ESAs are not mandated to provide RTS on this specific topic. Article 33 &fRilies
Regulation requires that the Commission inclsdie the review due by 31/12/2018 a general
survey on the operation of the comprehension alert, taking into account any guidance developed
by competent authorities in this respect. Wever, there might be merin the ESAs developing a
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common approach on the use of the comprehension alert before the deadline for the Commission
review. Indeed, in the absence of such an approach, there could be a risk of divergence in national
practice, leading to a lack of conmadility.

The three elements set out in the PRIIPs Discussion Paper published 17 November 2014
(JC/DP/2014/02, p*46) could usefully form the basis for the development of more detailed
criteria in this regard. Guidelines would seem to be the most appatgregulatory tool to set up

this common approach.

Question 1
Would you see merit in the ESAs clarifying further the criteria set out in Recital 18 mentioned
above by way of guidelines?

Standardi®d amountsused as a basis for calculatien

Thecalculation andoresentation offiguresboth in the Risk and Rewarhd theCostssections of

the KlDentails the use of standardised example investment amaumtshe Consultation Paper a
standardisedamount is prescribed for different types of PRI{E300 euro for investment funds
and PRIIPs other than insuradsased investment products, 15000 euro for single premium
insurancebased investment products or 1000 euro yearly for regular premium insurance based
investment products This is set out iknnex IV paragraph 18

Question 2
(1) Would you agree with the assumptions used for the proposed default amounts? Are |you of
the opinion that these prescribed amounts should be amended? If yes, how and why?
(ii) Would you favour an approach in which the prescriftaddardisedamount is the default
option, unless the PRIIP has a known required investment amount and price which gan be
used instead?

Risk and Rewal

The Risk and Rewasgctionof the RTS describe hawe risksand the possible rewards of a PRIIP
areto be determined aggregated as appropriatend presentedin the KID. The methodologies to
underpin this are set out in the Annexkdo Vto the RTS.

Applicationof methodology

In the current drafting a distinction is made for sowsegories of produis, whichshouldapplya
Cornish Fisher methodologgnd for someother categories oproducts which shouldapply a
bootstrapping approachwith the aimthat no category of products benedifrom any better
treatment as a consequencé&or those productsfor which the Cornish Fisher methodology is
applied it would also be possible to apply a bootstrapping approash that the same basic
method is used for all PRIIPs for which a VaR equivalent volatility needs to be calculated. This
would provide similaresults as the Cornish Fisher approach under the I8RIwould imply

higher implementation and cgoing costs.




Question 3

For PRIIPs that fall into cateny Iland for which the Cornish Fisher expansion is used as a
methodology to compute the Vadgjuivalent Volatilitydo you thinka bootstrapping approach
should be used inste&Please explain the reasons for younapi?

Confidence level

The VaR is calculated at a 2.5% confidence interval in the Consultation Paper. Hevewer,
specific confidence interval will have certaidvantages and disadvantages.

Question 4
Would you favour a different confidence interval to compute the VaR? If so, please explain which
confidence interval you would use and state your reasons why.

Guarantee schemes

The currentCredit Risk MeasurdCRM does not take into account any schemes at national level
which compensate investors for possible losses on their PRIIPs as a result of default by an obligor.
The main reason was to separate the rigithe PRIIP from the external compensation facilities
that are present. Furthermore, guarantee schemes often limit the amount repayable per person
soit would not be clear whethera guarantee scheme would fully cover the loss in case of default.
Finally,i KS & 8v@ei happgns W[the name of the PRIIP manufacturer] is unable to pay

2 dziiikdedicated to the situation of default, so information about compensation schemes is
already part of the KID. However, it may be that due to these guarantee schitmestualrisk

of lossto a consumer is less since compensations will be granted.

Question 5
Are you of the view that the existence of a compensation or guarantee scheme should be tgken
into account in the credit risk assessment of a PRIIP? Andafyyee, how would you propose to
do so?

Smmary Risk Indicator (SRIjisk class

The current approach does not allow manufacturers to assign a higher risk class to their PRIIP
than would be a result from the methodology.

Question 6
Would you favouPRIIP ranufacturers having the option tmluntarilyincrease the disclosesR?
In which circumstances? Would such an approach entail unintended consequences?

Aggregated scale of the SRI

The scale of risk classes of thmarket Risk MeasureMRM) is aligned with the UCITS scale, in
terms of assignments of products based on annualised volatility ranges. The SRI differs though
from the UCITS scale as it is a combination of credit and market risk.




Products issued or guaranteed or in relation to whe credit risk applies could eventually be
discriminated further, with an adjustment of the credit rigk take into accounthe applicable
tenor (the longer the tenor, the higher the credit rjsk

Question 7
Do you agree with an adjustment of the ctadkk for the tenor, and how would you propose to
make such an adjustment?

Another question with respect to the scale of the SRI is the weighting of credit risk and the
aggregation of the MRM and CRM into the SRI.

Question 8
Do you agree with the scales of the classes MRM, CRM and SRI? If not, please specify you
alternative proposal and include your reasoning.

-

An example of an alternative scale is depicted below:

credit quality steps| credit risk class

0 1

1 1

2 1

3 2

4 3

5 4

6 5

MRM class
CRM class MR1| MR2| MR3 | MR4 | MR5 | MR6 | MR7

CR1 1 2 3 4 5 6 7
CR2 1 2 3 4 5 6 7
CR3 3 3 3 4 5 6 7
CR4 5 5 5 5 5 6 7
CR5 6 6 6 6 6 6 7

Capitalprotection and tenor

The current methodology for th&RM allows a qualitative assessment for PRIIPs with capital
protection as long as their tenas up to5 years. The main reason is that due to inflation products
with a longer tenor could indeedf they have capital protectiometurn the initial investment but

with respect to purchasing power this coulgpresenta loss. Another reason for this limitation is
that certain otherPRIIPg$those in categoryl andlll) are compared against the risk free rate.

‘ Question 9




Are you of the opinion that for PRIIPattffer a capitabrotectionduring their whole lifespan
and can be redeemed against their initial investment at any time over the life of theaPRIIP
gualitativelyassessment and automatic allocationNtkRM class Should be permitted

Are you of the opion that the criteria of the 5 year tenor is relevant, irrespective of the
redemption characteristics?

Credit risk mitigating circumstances

In the current methodology,the credit risk assessment is mitigateshder the circumstances
described inAnnexll, paragraph 65aThere may be other situations in which it could be argued
that credit risk of the PRIIP, the manufacturer or the obligor could be considered sufficiently
mitigated.

Question 10
Are you aware of other circumstances in which the créktassessment should bessumed to be
mitigated? If so, please explain why and to what degree it shoussfiemed to benitigated?

Examples of mitigating factofsr credit riskinclude

- a credit risk exposure where the investor benefits from arrangaimef an insurance
undertaking as defined in Article 13 (1) in compliance with Article 275 of the Solvency Il
Directive and/or equivalent national arrangementshich could warrant allocationo
credit risk class;1

- a credit risk exposure where the investor benefits from priority ranking in case of
insolvency as defined in Article 108 of the Bank Recovery and Resolution Directive
(2014/59/EU) which could also warrant allocation to credit risk class 1.

Credit isk look through approach

The currentmethodologyassesses credit rishn a look through basiss set out in Annex I,
paragraph 55.

Question 11
Do you think that the look through approach to the assessment of credit risk for a PRIIP pagkaged
into another PRP is appropriate

Currency Risk

The SRI does not take into account currency risk where this is not intrinsic to the PRIIP itself, such
riskbeingtaken on by the investor in conjunction with buying a PRIIP in a curckffeyent than
his own, where the investor must firehter into a foreignexchangdransaction

Question12
Do you think the risk indicator should take into account currency risk when there is a difference
between the currency of the PRIIP and the national curreritye afivestor targeted by the PRIIRA
manufacturer, even though this risk is not intrinsic to the PRIIP itself, but relates to the typical
situation of the targeted investor?

10



Products with higher risk during the life of the product than at maturity

The SRIin the currentmethodologyshows the risk of the product assuming the investor keep it
until maturity. The risk of market prices fluctuating during the life of the product and exposing
investor to losses if he esibefore maturity, is noteflectedin the indicator. This is recognized as

a limitation of the indicator and explained in a warning just below it.

According to this methodology, for example, a 100% bguodranteedonly at maturity with a
term of 30 years could be classified in class 1 or 2kf(fow risk); however, if the interest rates
go up inensuingyears, the value of the bond in the market will fall, and the investor would face
losses (even significant losses) if he rexbid exit before maturity.

Question13
Are you of the opinion that the current Consultation Paper sufficiently addresses this issue?|Do you
it is made sufficiently clear thalhe value ofa PRIIP could be significantly less compared to the
guaranteed value during the life of the PRI#@verahlternativesare analysed in the Impact
Assessment under policy optiond® you see any additional analysis for these assessment?

Performance fees in the performance scenarios

The performance scenarios are shown net of all costs, so should take penfmeniees into
account. The methodology proposes an approach to be taken to this.

Questionl14
Do you agree to use the performance fee, as prescribed in the cost section, as a basis for the
calculations in the performance section (i.e. calculate the return of the benchmark for the
moderate scenario in such a way that the return generates the pegiocenfee as prescribed in
the cost section)Do you agree the same benchmark return should be useshlimnlating
performance fees fahe unfavourable and favourable scenariosywauld you proposanother
approach, for instance automatically settingetberformance fees to zero for the unfavourable
scenari@ Please justify your proposal.

Presentation of performance scenarios

The proposed presentation uses tables for the information on performance scenarios.

Question15

Given the number of tables displayed in the KIDthado a degree mixedonsumer testing
results on whether presentation of performance scenarios as a table or a graph would be mpst
effective, do you think a presentation of the performance scenarite form of a graptshould
be preferred, or both a table and a graph?

Here is an example of a presentation of performance scenasa@gaphs

11



Unfavourable scenario Moderate scenario Favourable scenario

€ € € €1338.0
€1159 €1100
€1000 €951 €1030 . .-+ o o €1225
G Y———— ° - 00‘(’)’ <:€‘;I p—
€920 g5y

1 3 [ 5 1 3 [ 5] 1 3 [ s

Years Recommended Years Recommended Years Recommended

Costs

The Cost section of thélDaimsto aid consumersn understandng what the costs of a PRIIP will

or couldbe and what effect they may have on the possible return. As with Risks and Rewards, the
methodologies on the handling and presentation of Costs are set out in Annexes to thEhRTS.
Annexedor the cost methodology ar¥l and VII.

Transaction cos

The bllowing quesions relate to the calculation of transaction costs, as referred to in the
paragraphyy (2 Hy 2F ' yySE +L daSikKz2R2ft23& F2N GKS (¢
questions relate to the table included in paragraph 25 of @&nil, which shows standardised
percentage fees for different asset classes.

Question16
Do you agree with the scope of the assets mentioned in paragraph 25 of Annex VI on trarjsaction
costs for which this methodology is prescribed? If not, what alternatoape would yol
recommend?

Question I
Do you agree with the values of the figures included in this table? If not, which values would you
suggest? (please note that this table could as well be included in guidelines, to allow fof more
flexibility in therevision of the figures)

Monetary amounts

The following question relate to the first table on the presentation of costs in the KID shown in
i KS | yyFinat sflPresertation of Costsb a2 NB S&LISOAlIftes G(KAA
meaning of the figuresrocosts shown for different time horizons.

Question B
Do you agree that the monetary values indicated in the first table are a sum of costs over the
respective holding periods? Or should the valusfect annualized amounts? If you prefer
annualized amonts, which method for annuahtion should be used (e.g. arithmetic average or
methods that consider discounting effects)?

12



Biometricrisk premiums

The following questions relate to the calculatiohtbe cost part of biometric risk premiums, as
referred to in theparagraphspp 2F ! YYSE L 6GaSiGK2R2ft23& F2N
especially, these questions relate to the calculation of the fair value of biometric risk premiums

and the correctunderstanding of the investor on the corresponding amounts shown in the cost
section of the KID.

Question P
Do you think that estimating the fair value of biometric risk premiums as stated in paragraph
55(b) of Annex VI would raise any technical or pcatdifficulties?

Question20
Knowing that the cost element of the biometric risk premium is included in the total |costs
calculation, howdo you thinkthe investormight be mostefficiently informed about the other part
of the biometric risk premium (i.e¢he fair value) and/or the size of biometric rigiremium
overalP? Do you consider it useful to include the fair value in a separate line in the first|table,
potentially below the RIY? Or should information on the fair value be disclosed in anothef [part

the KID for instance, thet 2 KI & A& (KA &, whékeRthie dz€fiRCS curdebti®) disclasy

biometric risk premiums in totaland/or in the performance sectich\What accompanying
narrative textdo you think is needed, and where should this [@eau, including specifically
narrative text in the cost sectién

Amounts to show in table 2 (breakdown of costs)

Thefollowing question relateto the second table on the presentation of costs in the KID shown
Ay (KS IFgiyab diPresdntationaf Costg. More especially, this question relate to the
meaning of the fjures on costs shown in this table.

Question21
Given evidence as to the difficulties consumers may have using percentage figures, would you
prefer an alternative presentation of the second talslelelyusing monetary values instead? As

with the first table, please also explain what difficulties yoimkhmight arise from calculating
monetary values, and whether this should be on an annualized basis, and if so, how?

Alternative presentation of cost breakdown

The following questions relate to the tables on the presentation of costs in the KID shala in

| vy S E Fornhtlof Pheseration of Costs ® a2 NB S&aLISOAl f ez thé KSas |
understanding of investors on the format of presentation sigige in this Annex VII, and the

format of presentation of performance fees.

Question22
Given thenumber of tables shown in the KID, do you think a more graphic presentation of the
breakout table should be preferred?

Here is an example of a more gragiicreakdown presentation:

13



Recurring il Recurring
Costs Costs

Performance Fees

Unfavourable: ]
€ [] Moderate: []

Favourable: [|

Further graphics of a similar form could be added, for instance to show a more detailed
breakdown, or to include the amount invested and the biometric psgdmium level to aid retail
investors in seeing the full picture. Othgraphic techniques can alée envisaged.

Question23
The exampleresentedaboveincludes a possible way of showing the variability of performance

fees, by showing the level for all three performance scenarios in the KID, highlighting the
WY2RSNI §SW a0Sy !l NR 2rihe galcllabdh of dh2 tfalRost®S youlfielewe T 2
that this additional informatiorshould be includeih the KID?

Question24

To reduce the volume of informatioshould the first and the second table of Anndkbe
combinedin one table? Bould thisbe supplemented with a breakdown of costs as suggested in
the graphic above?

Reduction in Yield (RIY)

The following question relateto the calculation of the reduction in yield cost indicator, as

referred to in theparagraph< 'y | 0 2 F | yySFe +12 NdalBKIK 2®RI2tt Odzt | (A 2
especially, this question relate to the calculation of this indicator in the case of structured
products.

Question B
In relation to paragraph 68 a) of Annex VI: Shall the RTS specify that for structured products
calculations for the cost free scenario have always to be based on an adjustment of the payments
by the investor?

Presentation format

The following questions relate to the tables on the presentation of costs in the KID shown in the
| vy S E FornhtLof Piésentation of Costé. More especially, these questions relate the
understanding of the investor on the meaning of the figures shown.

Question B
Regarding the first table of the cost section presented in Annex VII, would you favour a detailed
presentation of the different types of costs, as suggested in the Annex, including a split between
oneoff, recurring and incidental cas? Alternatively,would you favour a shorter presentation |of
costs showing only the total costs and the RIY?

14



Question27
Regarding the second table of the cost section presented in Annex VII, would you favour a
presentation of the different types of costs showing RIY figures, as suggested in the Annex, or
would you favour a presentation of costs under which each typesit line would be expressed
differently, and not as a RIY figuexpressed as a percentage of the initial invested amount, NAV,
etc.?

Impact assessment

Included in this Consultation Paper are preliminary Impact Assessments for the three separate
empowements in the PRIIPs RegulatioNith the questions below the ESAse specifically
seekingfor feedback from stakeholders

Question B
Do you have any comments on the problem definition provided in the Impact Assessment?

Are the policy issues that hateeen highlighted, in your view, the correct ones? If not, what issues
would you highlight?

Do you have any views on the identified benefits and costs associated with each policy optipn?

Is there data or evidence on the highlighted impacts that you leelimeds to be taken intp
account?

Do you have any views on the possible impacts for providers of underlying investments for multi
option products, and in particular indirect impacts for manufacturers of underlying investments
used by these products, inding where these manufacturers benefit from the arrangements

foreseen until the end of 2019 under Article 32 of the PRIIPs Regulation?

Are there significant impacts you are aware of that have not been addressed in the Impact
Assessment? Please providealah their scale and extent as far as possible.

2.3 Next steps
TheESAs will consider the feedback receivadhis consultation paper.

The RegulatoryTechnical Standardsnd accompanying impact assessment will be submitted
endorsement by the European Commission3iyMarch 2016 The ESAs shall also publish final
feedback on the consultation at this time.

By f'January 2017RRIIP manufacturers must prepare and publish KIDs for each PRIIP they
manufacture, androm that date those selling or advising on these PRIIPs must provide KIDs to
retail investors.

15
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of XXX

laying down the regulatory technical standards with regatal the presentation, content,

revision and provision of the key information document, specific underlying methodologies and

information review in accordance with Regulation (EU) No 1286/2014hef European
Parliament and of the Council

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 orkey information documents for packaged retail and insurabased
investment products (PRIIBsind in particular Article 8(5), Article 10(2) and Article 13(5) thereof.

Whereas:

1.

RegulatiofEU)No0 1286/2014establishes a new standardised key informatadocument to
improve the information available to retail investors across the Union and its comparability
between different packaged retail and insuranbased investment productéPRIIPs)The
specific format and details of information presented in tkey information document, and

the methodologies for some of its aspects are laid down in this Regulation.

The structure, format and content of the key information document is designed to ensure
that it is easy for retail investors to read, understand araimpare it with other key
information documents. To this end, the key information document is standardised, as
appropriate for different PRIIPs, by means of establishing a common template, setting out,
among other things, the graphics and arrangement afrimfation.

Information on the identity of the PRIIP and its manufacturer, on the competent authority,
and on the date of publication of the key information document, should be always disclosed.
Where acommon identifierexists for the PRIIP this should beluded, to aid the retail
investor in finding other information about that PRIIP. Contact details for the retail investor to
find out more should also be always included. A website address or a phone number should
be sufficient for this purpose, but theebsite address should be specific.

The key information document makes consistent the provision of information on the type of
the PRIIP, its investment objectives and how they will be achieved, and on certain key
features or aspects of the product, incladiwhere a PRIIP includes insurance coverage, so as
to ensure that the retail investors understand the economic and legal features of the PRIIP
being offered.

Understanding and comparing the risks associated with investments in PRIIPs is important if
retail investors are to make informed investment decisions. The risks of any particular PRIIP
can relate to different factors, such as the risks associated with investment markets in general
and specific assets on those markets in particular, the credit liigksd to whether or not a
financial counterparty will be able to meet its obligations in the future, and liquidity risks, for
instance with finding a buyer at a fair price for some types of PRIIPs. However, consumer
testing has shown that it can be diffi¢ for retail investors to combine information about
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10.

these different kinds of risks in a sound manner. Given this, information on risks should be
aggregated as far as possible and presented in a simple graphical fashion through a single
summary risk inditor. This will enable retail investors to more easily compare PRIIPs.
However, so that retail investors can grasp the differences between the risks of different
PRIIPs, this summary risk indicator should be accompanied by sufficient narrative
explanationsof the risks of the PRIIP to allow for an informed decision.

The returns for a retail investor from a PRIIP can be difficult for the retail investor to
understand. Retail investors have difficulties understanding or assessing the impact of risk
and as a esult difficulties assessing the uncertainty of their possible returns. Although
forecasting the returns can never be done with complete certainty. However, it is essential
that forecasts are included in the KID on the possible outcomes for two reasiosisthié
information on possible returns is preferred by retail investors. This is the first aspect of
information they look for. Secondly the KID provides the possibility to make sure that the
forecasts are based on fair and comparable assumptions. Glyrrevarketing material is
presenting information forecasts without setting standards about the model used or
assumptions made to get to these forecasts. No standards on this subject create the risk the
retail investor overly relies on such forecasts an@sloot sufficiently take into account the
shortcomings of such forecasts, and retail investors compare models that are not comparable
to each other. The retail investor therefore should be provided with clear information that is
consistent with realistic ssumptions about possible outcomes, presented in such a way as to
make clear the uncertainty of this information and the fact that better or worse outcomes
could still happen than shown.

The information to be contained in the key information document@svhat may happen in

case the retail investor is not able to exercise his rights in relation to the PRIIP by virtue of the
default of the entity who bears the commitment to pay the investor should be clearly
presented, so that the retail investor has aarl&iew on the degree of protection he has in all
such cases, for instance under investment, insurance or deposit guarantee schemes. The
information should be clear as to the identity of the entity whose default would so impact the
ability of the retail ivestor to exercise his rights.

Information on costs is important for retail investors when comparing between PRIIPs, which
can have different cost structures, and when understanding how the cost structure of a
particular PRIIP might apply to them, deparglion how long they stay invested, how much
they invest, and how well the PRIIP does. For this reason, the KID should contain information
so the retail investor can compare the overall total cost levels between different PRIIPs when
held for their recommeded holding periods, and the KID should also contain some more
detailed information so the retail investor can understand how these costs might vary, and
how they build up over time.

Consumer testing research has shown that retail investors can understanétary figures

more readily than percentages. Small differences in costs expressed in percentages may
correlate with large differences in the costs borne by the retail investor when expressed in
monetary terms. For this reason it is important to also white total costs in monetary
terms.

Retail investors may encounter changing personal circumstances whereby investments made
for the longer term unexpectedly need to be disinvested. These situations can be difficult to
anticipate. Disinvestmentglue to maket developments can also be necessaBjven the
difficulties retail investors may face in anticipating the degree of liquidity they may need in
their investment portfolios as a whole, information on recommended holding periods and
required minimum holdig periods, and the possibility of partial or complete early exit is
therefore particularly important for retail investors. The availability and consequences of
such early disinvestment should be made clear. Specifically, it should be clear whether these
consequences are due to explicit fees or penalties or limitations on disinvestment rights, or
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11.

12.

13.

14.

15.

are due to the significant sensitivity of the value of the particular PRIIP to be disinvested to
the timing of the disinvestment.

Given that the key informationatument can be expected to be also used as a summary of

the main features of the PRIIP by retail investors, it should contain clear information on how a
complaint might be lodged about the product or the conduct of the PRIIP manufacturer or a
person advisig on, or selling, the product. As the process and steps involved may be

SELX FAYSR Y2NB Ot SINI& 2y GKS twLLt YIlydzZFlO

providing the details of how to lodge a complaint should be permitted.

Some retail investors mayish to obtain further information on specific aspects of the PRIIP.
The key information document should therefore include a clear and specific-i@fessnce

to where further specific information can be found, where the creference is related to

the information required to be included in the key information document by (B&J))No
1286/2014 Regulation. Where other regulatory disclosures are required, whether
precontractually or postcontractually, the retail investor should be made aware of this fact
and on how to obtain these other documents even if they are only provided on request. In
view of ensuring the key information document is as concise as possible, links to these other
documents may be provided by means of a website also providing otheratbtaformation,

so long as their existence and access to them by means of this website is made clear.

A key information document cannot be provided in the same format for PRIIPs that offer
many underlying investment options as for other PRIIPs, since waadrlying investment
option will have a specific risk, performance and cost profile, such that all the necessary
information cannot be provided in a single, concise stalmhe document. Depending on the
nature and number of underlying investment optiossd if appropriate, PRIIP manufacturers
should be able to prepare individual key information documents for each option. Where this
is not appropriate for retail investors, PRIIP manufacturers should, in accordance with
Article 6(3)of Regulation (EWN01286/2014, provide generic information about the PRIIP in
its key information document, and disclose where and how more detaileecpnéractual
information about each underlying investment option offered can be found. In these cases,
where information onthe different underlying investment options is provided separately,
retail investors may face difficulties in understanding the combination of the information
about the underlying investment options and the generic information about the PRIIP. For
this reason, retail investors should be provided with an indication in the information provided
on the PRIIP in general of the range of risks, performance and costs they can expect across
the different options offered. In addition, the information provided oretlinderlying
investment options should always reflect the features of the PRIIP in question. The
information prepared for the investments used by the PRIIP manufacturer to back the
underlying investment options may not always be accurate or appropriatesjmect of these
underlying investment options, for instance where the PRIIP manufacturer modifies the risk,
reward and cost profile of the investments. PRIIP manufacturers may ensure the accuracy and
appropriateness of the information provided on the umiyéng investment options by
preparing their own information documents on these underlying investment options, but
these documents should be consistent with the information required to be in a key
information document, such as on the risks, performance aodts of each underlying
investment option.

In the context of PRIIPs that offer many underlying investment options, these investment
options may consist in investments in specific funds, or they may be standardised portfolios
or investment profiles, comhing a number of underlying investments in a standardised way,
as a prepackaged investment option in its own right.

PRIIP manufacturers must prepare key information documents that are accurate, fair, clear
and not misleading. The information containedtlie document should be capable of being
relied on by a retail investor when making an investment decision, even in the months and
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23.

years following the initial preparation of the key information document, for those PRIIPs that
remain available to retail ingors. In order to ensure the reliability of the information,
standards should therefore be laid down to ensure timely and appropriate review, revision
and republication of key information documents.

Data that is used for preparing the information contain@ the key information document,

such as data on costs, risks and performance scenarios, 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. For this reason, PRIIRamafacturers should put in place periodic processes to
review the information contained in the key information document. These processes should
take into account the extent to which changes could lead to changes in the information
included in the documenthat may imply the need for a revision and republication of the
document.

Periodic reviews may not be sufficient in cases where the PRIIP manufacturer becomes aware
of changes outside the periodic review process that may significantly impact the informati
contained in the key information document, such as changes to a previously disclosed PRIIP
investment policy or strategy that would be significant for investors; or of significant changes
to the cost structure or risk profile. Given this, PRIIP manufact should put in place
processes to be able to identify reliably situations where the information contained in the key
information document should be reviewed on an ad hoc basis.

Where a periodic or ad hoc review of a key information document idestifleanges to the
information that is required to be included in the document, or the review identifies that
information contained in the key information document is no longer accurate, fair, clear and
not misleading, the PRIIP manufacturer should be reguiio reissue the key information
document to take into account the changed information.

Given that changes may be important for retail investors and their future allocation of
investment assets, existing retail investors should reliably be able toelab&t new key
information document, which should therefore be published on the website of the PRIIP
manufacturer and clearly identifiable. Tools, such as mailing lists or email alerts, might be
implemented to inform existing retail investors when key irteeslocuments are revised.

Where a PRIIP is not currently available for retail investors, the continued review and revision
of the key information document for that PRIIP would be disproportionate, however a review
and revision of the key information doc@nt should be undertaken if such a PRIIP is to
become available to retail investors again. The trading of a PRIIP on a secondary market
however would not exempt the PRIIP manufacturer from the obligation to continue to review
and revise the key informatiodocument for that PRIIP.

In order to ensure the timing of the delivery of key information documents to retail investors
is approached in a consistent way across the Union, this Regulation lays down conditions for
fulfilling the requirement to provide th&ey information document to retail investors in good
time.

It is important that the key information document is made available to retail investors
sufficiently prior to their decision, such that the retail investors are able to understand and
take into acount the relevant PRIIP information when making an investment decision. Since
the investment decision would be taken prior to the commencement of any mandatory
cooling off period that applies, the key information document should also be provided prior
to such a cooling off period.

While in all cases retail investors should receive the key information document in good time
before they are bound by any contract or offer related to the PRIIP, what might be good time
for the retail investor to understand artdke into account the information may vary, because

different retail investors have different needs, experience and knowledge. The person
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advising on, or selling, a PRIIP should therefore take into account these factors to determine
the extent of the goodime criterion in relation to individual retail investors.

24. Where a person is advising on, or selling, a complex PRIIP or a PRIIP that is unknown to a retail
investor, more time may need to be provided for the retail investor to familiarise itself with
the PRIIP in question.

25. The urgency of the situation, for instance where it is important for a retail investor to buy a
PRIIP at a given price where the price is sensitive to the timing of the transaction, should also
be considered.

26. This Regulation is basedh ahe draft regulatory technical standards submitted by the
European Supervisory Authorities (European Banking Authority, European Insurance and
Occupational Pensions Authority, European Securities and Markets Authority) to the
Commission.

27. The European Sepvisory Authorities have conducted open public consultations on the draft
regulatory technical standards on which this Regulation is based, analysed the potential
related costs and benefits and requested the opiniontlod Banking StakeholderGroup
estalishedin accordance with Article 37 of Regulation (EU) No 1093/201f8e European
Parliament and of the Countithe Insurance and Reinsurance Stakeholder Group established
in accordance with Article 37 &egulation (EU) No 1094/2010 the European &liament
and of the Coundil and of the Securities and Markets Stakeholder Group established in
accordance with Article 37 é&egulationEU) No 1095/2016f the European Parliament and
of the Councfl

HAS ADOPTED THIS REGULATION:

4 Regulation (EU) No 1093/2010 of the European Parliament and of the Council of 24 November 2010

establishing a EuropeaBupervisory Authority (European Banking Authority), amending Decision No 716/2009/EC and
repealing Commission Decision 2009/78/EC (OJ L 331, 15.12.2010, p. 12).

5 Regulation (EU) No 1094/2010 of the European Parliament and of the Council of 24 NoverhBer 20
establishing a European Supervisory Authority (European Insurance and Occupational Pensions Authority), amending
Decision No 716/2009/EC and repealing Commission Decision 2009/79/EC (OJ L 331, 15.12.2010, p. 48).

6 Regulation (EU) No 1095/2010 of their&pean Parliament and of the Council of 24 November 2010
establishing a European Supervisory Authority (European Securities and Markets Authority), amending Decision No
716/2009/EC and repealing Commission Decision 2009/77/EC (OJ L 331, 15.12.2010, p. 84)
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CHAPTER |

Generalprovisions

Article 1

Subjectmatter

This Regulation lays down rules specifying:

(a) the details of the presentation and the content of each of the elements of information
contained in the key information document, and of the methodologies underpinning the
risk, reward and costs information contained therein;

(b) the conditionsfor reviewingthe information contained in thekey information document
and for revisingthe key information documentas well as specific review and revision
conditionswherea PRIIP isade available in a necontinuous manner;

(c) the circumstances and means for informing retail investors of a revised key information
document; and

(d) the conditions on providing retail investors with the key information document in good
time before retail invewrs are bound by a PRIIP contract or offer.

Article 2
Template ofthe key information document and methodologies
1. For the purpose®f Regulation(EU) No 1286/2014, PRIIP manufacturers shall complete

the template of a key information document laid down in Anhex accordance with the
rules laid down in Regulation (ENY 1286/2014 and in this Regulation.

2. In completing the key information document, PRIIP manufacturers shall comply with the
methodology underpinning the presentation of risk laid down in Annex IlI, the
methodology for the presentation of the summary risk indicator laid down in Annex lll,
the technical rules on the performance scenarios laid down in Annex IV, the methodology
for the presentation of performance scenarios laid down in Anviethe methodology for
the calculation of costs laid down in Annex VI and the presentation format for costs laid
down in Annex VII.

CHAPTER I

Sectionf the key information document

Article 3
Identity section
The information about the PRIIP manufacturer and its competent authority referred to in
Article8(3)(a) of Regulation (EU) No 1286/2014 shall include:

a) the name of the PRIIP assigned by the PRIIP manufacturer;

b) the PRIIP’s Intertianal Securities Identification Number (ISIN) or any other
universal identifier, where available;
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c) the legal name of the PRIIP manufacturer;

d 6KS twLLt YIydzZFlI OGd2NENDa &aLISOATAO 6Soari
information on how to get in comaict with the PRIIP manufacturer, or a telephone
number;

e) the name and the Member State of the competent authority responsible for the
supervision of the compliance with the requirements laid down in Regulation (EU) No
1286/2014; and

f) the date of production ad of any subsequent revision of the key information
document.

Article4
W2 K- G A& Gskciich LINR RdzOG KQ

The type of the PRIIP referred to in spdragraph (i) of Article 8(3)(of Regulation (EU)

No 1286/2014shallbe described by reference to the legal form taken by the PRIIP, and, as
appropriate, may be supplemented by the classification of the PRIIP as may be commonly
used by PRIIP manufacturers to group specific products.

The information about the objectives tiie PRIIP as well as the means of achieving them
referred to in subparagraph 2 of Article 8(3)(@f Regulation (EU) Nt286/2014 shall
contain a brief, clear and easy to understand summary of those objectives and the means for
achieving them, providinghe retail investor with an appropriate overview of the investment
policy and strategy of the PRIIP.

In particular, the information under paragraph 2:

a. shall identify the main factors upon which return depends, the underlying investment
assets or referencealues, and how the return is determined, as appropriate, and the
NBfliGA2yaKALl 0SisSSy (GKS twLLtQa NBGdz2NY |
or reference values, and

b. on underlying investment assets or reference values may only refer to market
segments or instrument types where the number of specific investments is large.

The description referred to in sybaragraph (iii) of Article 8(3)(®f Regulation (EU)
N01286/2014a KI t f NBFt SO0 GKS GFNBSGO YIN]SilctcARSYyGA
oversight and governance processes, taking into account the financial interests, knowledge,
objectives and characteristics of the types of retail investors for whom the PRIIP has been
designed, including their ability to bear investment loss and tmeiestment horizon.

The details of insurance benefits referred to in qdvagraph (IV) of Article 8(3)(of
Regulation (EU) Nb286/2014shall include on a generic basis a summary of information on
the definition of each benefit, on the proportion of treverall PRIIP’s premium to be used
for these benefits, and on the duration of these premiums where they are to be paid on a
regular basis.

The information about the term of the PRIIP as referred to inmatagraph(v) of Article
8(3)(c)of Regulation (ElN01286/2014shall include, where applicable:

a) the maturity date of the PRIIP, or an indication that there is none;
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b) whether the PRIIP manufacturer is entitled to terminate the PRIIP unilaterally; and

c) an explanation under which circumstances the PRIIR ba automatically
terminated, and the corresponding dates, if known.

Article5
W2 KIFG NS GKS NAala YR ¢KIFG O2dA R L

This section shall include a summary risk indicator, as referred satiparagraph(i) of
Article 8(3)(d)of Regulation (EU) Nb286/2014 ranking the PRIIP on a numerical scale
from 1 to 7,where 1 indicates the lowest risassand 7 indicates the highest rigkass

The summary risk indicator shall be presented using the format as set out in Annex Il
Appendix 1.

The summary risk indicator shall rank a PRIIP on the basis of an assessment of its
aggregated level of market and credit risk in accordance with the criteria laid down in
Part3 of Annexill.

Where a PRIIP is considered illiquid or to have deraly relevant liquidity risk in
accordance with the conditions set out in Part 5 of Annex Il, the PRIIP manufacturer shall
clearly explaintis in thenarrativeexplanationand a warning to this effect shall be added

in the presentation of the summanmsk indicator, as set out in Annex ll.

The computation of the summary risk indicator referred to in paragraph 1, as well as any
of its subsequent revisions, shall be adequately documented stihemaryrisk indicator

shall be reviewed and revised regijaandalways revised in case of a material change in
accordance with the requirements laid down in Padf Annexl.

The brief description of the PRIIPs risk and reward profile pursuantitparagraphs (i)
and (ii) of Article 8(3)(d)of Regulation (H) N01286/2014 shall comply with the
requirements laid down in AnndX.

The brief description referred to in paragraghshall clearlymention that risks are
assessed on the basis that products are kept up to maturity or recommended holding
period. In casé¢he risk of the product if not held to maturity or the recommended holding
period is significantly higher than thene represented in the sumary risk indicator, the
PRIIP manufacturer shall insertvearning about this facin the presentation of the
summary risk indicator, aget outin Annex lIl.

For PRIIPs with contractually agreggon early exit penalties or long disinvestment
notice perials, the PRIIP manufacturer shall refer to the relevant underlying conditions in
0KS aSOGA2Yy Wl 2g f2y3a aK2dA R L K2fR Al FYyR

Article 6

Performance scenarios

¢CKS W2KFG FNB GKS NARala YR ¢KIFG O2dzZ R L
document shall contain appropriate performance scenarios, as referred tsubn
paragraph (iiipf Article 8(3)(d) oRegulation (EU) Nt286/2014

The performance scamios shall be defined for the recommended holding period and for
certain holding periods in between, when appropriate.
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The key information document shall include three performance scenarios defined to
represent an unfavourable scenario, a moderate scenard a favourable scenario in
accordance with the criteria laid down in paragrdphof Annex IV An additional
performancescenario shall be added ihe circumstances equally set oat AnnexV.

For insurancéased investment products, an additional flgmance scenario shall be
included, reflecting the return the retail investor receives if a covered insurance event
occurs.

The performance scenarios shall be presented in the format laid dovnnexV .

The brief description of the PRIIP’s risk and reward profile pursuantitparagraphgiii)
to (v) of Article 8(3)(d)of Regulation (EU) Ni286/2014 shall comply with the
requirements laid down in Annex V.

The ESAs shall establish guidelines settirigdetailed requirements on the assumptions
that PRIIP manufacturers can use when selecting unfavourable, moderate and favourable
scenarios as required under paragraph 3.

Article 7
W2 K G KFELIWLISya AF 0idKS yIrYS 2F GKS aQix2yW!I ydz

In the description pursuant to Article 8(3)(e) Regulation (EU) Nb286/2014 the PRIIP
manufacturershall clearly state whether the retail investor is directly exposed to the
default of an entity, whether the retail investor may face a financial loss with only partial
or no capital reimbursement, and the identity of the entity where the entity is nat th
PRIIP manufacturer.

The section shall also contain information explaining clearly wheaiheot the default or
loss under paragraph 1 is covered by an investor compensation or guarantee scheme and
whether there are any limitations or conditions to tluisver.

Article 8
W2 KIFG NB GKS O2aiakKQ aSoOilAazy
CKAA aSOlAzy akKlff LINBaSyild AyTF2NXIiA2y 2y O
YR W/ 2YLRAAGARZY 2F QRAGAQY Fta AR R246Yy AY

Ly GGKS W/ 2ada 2 @SN (A 6San as thesunary tost indicdtart S T A
of the total aggregated costs of the PRIIP and shall be calculated as referred to in Annex

VI. This figure shall be expressed in monetary and percentage terms. Where relevant, the

W/ 230648 2@PSNI (A YS Darrativeoekpfanatioi thdt the thiRaRds B |
account exit penalties.

Theone2 FF O2aia LINBaAaSyiSR Ay GKS W/ 2ad 2@0SNJ ()
with the methodology laid down in Annex VI, and expressed in monetary terms. In the

W/ 2YliRAK 2F O2aiGaQ GlofS &K 2o sogtdshall KeSsplio NI | R
between entry and exit costs, as referred to in Annex VI. Entry and exit costs ratios shall

be expressed in percentage terms, calculated in accordance with the methodoldgy la

down in Annex VI and included in this same second table.

Recurring costs shall be calculated in accordance with the methodology laid down in
' YYSE L3> SELINB&AaSR Ay Y2ySGFNE GSN¥Ya FyR A
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W/ 2 YLI2 & A (i Xadlg’sh@vihg tiesbieakdo®n of costs, recurring costs shall be split
between portfolio transaction costs and other recurring costs, as referred to in Annex VI.
The portfolio transaction costs and other recurring costs ratios shall be expressed in
percentaye terms, calculated in accordance with the methodology laid down in Annex VI.

Incidental costs shall be calculated in accordance with the methodology laid down in

' YYSE L® ¢KA& FAIANB &Kl ff 068 SELINBaaSR Ay

tAYSQ Gl ® 'y AYOARSydGlrf O2adG NrdAz akKlff
5 A G 0KS YSGK2R2f238 fI AR R2gy A
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This section shall contain a narrative explanation of ea¢heotlifferent costs specified in
the W/ 2 YLIJ2 & A (i Atdbly¢, a2s€t oud B Aninéx Y1l. This narrative explanation shall
specify that the costs presented in the key information document may differ from the
actual costs the retail investor would payciuding where additional costs may arise
where the investor chooses options throughout the lifetime of the investment.

Article9
Wl 2g f2y3 aK2dAZ R L K2fR A4 FyR OFy L G118

For PRIIPs without a fixed maturity date, PRHBnufacturers shall include in this
section a brief explanation of the reasons for the selection of the recommended, and,
where applicable, the required minimum holding period.

The information pursuant to suparagraphs (iii) and (iv) of ArticB3)(g) & Regulation
(EU) Nal286/2014 shall include a description of the main features of the disinvestment
procedure and when it is possible. It shall include an indication of the impact of cashing
early on the risk or performance profile of the PRIIP, nanielyegards to capital
guarantees, if applicable.

Where fees and penalties are charged for disinvestments prior to maturity, the
information shall set out these fees and penalties, and include a cross reference to the
information on costs included underrtile 8(3)(f) of Regulation (EU) N286/2014
stating that that information shows the impact these fees and penalties would have for
different holding periods.

Article 10
Wi 2g OFYy L O2YLXFTAYKQ aSO0GA2Y

The information set out in this section, as provided for in-pabagraph (h) of Articl8(3)

of Regulation (EU) Nt286/2014 may be provided by the PRIIP manufacturer in a
summary format, and shall give detailed directions on how and where to lodge a
complaint about the PRIIP or the conduct of the PRIIP manufacturer or the person
advising on, or selling, the PRIIP on the ratewebsite.

The information may refer to the relevant website in respect of complaints related to the
person advising on, or selling, the PRIIP where that person is not the same as the PRIIP
manufacturer.

The informationshallalso include an upo-date postal address and/or email address to
which complaints can be submitted.
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Article 11
WhiKSNI NBt SOOIyl AYyFT2NX¥IFGA2yQ aSOdA

In this section, the PRIIP manufacturer shall pursuant tepsubgraph (i) of Article 8(3)

of Regulation (EU) Nt286/2014indicateany additional documentation to be provided in
relation to the PRIIP, and whether this documentation is only available on the request of
the retail investor.

The information may be provided in a summary format, including a reference to a website
wherefurther details and links to documents are provided.

For PRIIPs that are available to retail investors in a continuous manner, the following
adkrdSYSyid akrft 0S AyOf dzRS Radhofreviewshthis kayS O
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CHAPTER IlI

Specific provisions on the key information document

Article 12

Key information document in relation to multinvestment options PRIIPs

Where a PRIIP offers different underlying investment options, such that the necessary
information in relation to all underlying investment options cannot be presented in a
single, stanehlone key information document, the PRIIP manufactstell either:

a) produce, pursuant to Article 13, a single individual key information document
combining generic and specific information in relation to each underlying investment
option within the PRIIP; or

b) produce, pursuant to Article 14, a single generic key inforomatiocument about the
overall PRIIP, and disclose, pursuant to Article 15, specifiecomeactual
information about each underlying investment option.

The PRIIP manufacturer shall be responsible for the provision of the information pursuant
to paragraphl and may not fully or partially transfer this responsibility.

For the purposes of Articles 13, 14 and 15, the PRIIP manufacturer may use information
provided by third parties, in particular manufacturers of investment products that are
used to offer unddying investment options within the PRIIP, where this is necessary for
the PRIIP manufacturer to produce the required information on risks, performance and
costs.

The PRIIP manufacturer shall present the information on each underlying investment
option asa single investment option offered within the PRIIP, irrespective of its choice to
apply subparagraph 1(a) or suparagraph 1(b).

Article 13

Individual key information document combining generic and specific information in relation to

each underlying ingstment option
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Where a PRIIP manufacturer chooses to produce individual key information documents pursuant
to sub-paragraph(a) of Article 12(1), it shall

a) comply with the requirements of Article 8(3) of Regulation (Et)1286/2014 and
Chapter Il othis Regulation; and

b) take into account the combination of the features of the underlying investment
option, including its risk and performance profile and its costs, and the PRIIP in
general.

Article 14

Single generic key information document on tiogerall PRIIP

1. Without prejudice to the requirements in Chapter I, where a PRIIP manufacturer chooses
to prepare a generic key information document pursuant to -pabagraph (b) of
Article12(1), it shall:

a Ay GKS W2KF{d A& (KA dhat tiNPRIPOFe a dafge ioh 2 vy
underlying investment options, including a short overview of the underlying
investment options, and that the PRIIP target market varies depending on the choice
of underlying investment options, and, where relevant, that tbhoice of an
underlying investment option can be changed, in particular by switching between
options on the initiative of the retail investor or the initiative of a third party, and set
out the choices available to the retail investor;

by Ay (KS WSKNEATANBFIYR gKIFIG O02dzZ R L 3ISG Ay 1
risks and returns of a retail investor depend on its choice of underlying investment
options, invite the retail investor to familiarise themselves with the specific
information on these opbns and to compare the risks and returns of the options,
and indicate where the relevant specific informatisrto be found,;

c) Ay GKS W2KIG FINB (KS 0O02aiaKQ asSoirieysz SEL
dueto pay, including, where relevantpsts associated with future variations to the
underlying investment options made within the PRIIP, depend on the choice of the
retail investor in relation to underlying investment options, and invite the retail
investor to familiarise themselves with thpecific information on these options, and
indicate where the relevant specific informatigto be found.

2. In completing the generikey information document, the PRIIP manufacturer shall:

a) include a comprehension alert with the text specified sab-paragraph (b) of
Article 8(3) of RegulatiofEU)No 1286/2014, where an underlying investment option
would be subject to the comprehension alert itself;

b) show the range of the lowest and highest risk classifications of the underlying
investment optionsoffered within the PRIIP instead of the summary risk indicator
referred to in Articleb;

c) explain how the performance of the PRIIP as a whole depends on the underlying
investment options and indicate where relevant further informatisrto be found,
instead of showing the performance scenarios referred to in Article 6;

d) show the range of the recurring and incidental costs for the PRIIP and its underlying
investment options, and where necessary, the range of-offiecosts if these differ
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between the underlyig options; and show the range of the total aggregated cost
figures, instead of complying with the requirements on the cost figures under Article
8.

The range of risk classifications included pursuant to paragraph 2(b), and the range of cost
figures inclded pursuant to paragrap®(d) shall be calculated by applying the relevant
methodologies referred to in Chapter Il to each underlying investment option.

Article 15

Additional specific information about underlying investment options within a PRIIPs

Wherea PRIIP manufacturer chooses to produce a generic key information document in
accordance with sulparagraph (b) of Article 12(1), it shall additionally provide specific
pre-contractual information on underlying investment options by combining this
information into a single document, or by providing it through separate documents for
each underlying investment option, or by a combination of these.

The additional information under paragrafihshall outline the specific characteristics of
each underlying investent option offered by the PRIIP, and includefor each
investment optiong all of the following:

a) a comprehension alert, where relevant;

b) the investment objectives, the means for achieving them, and the intended target
market, as required in Article@aragraphs 2 to 5;

c) asummary risk indicator and narrative, as required in Article 5;
d) performance scenarios, as required in Article 6;

e) a presentation of the costs as required in Article 8.

CHAPTER IV

Review, revision and republication of the k@yformation document

Article 16
Periodic review of the information in the key information document

The PRIIP manufacturer shall review the information contained in the key information
document by:

a. the twelfth month following the date of the initial plibation of the key information
document; and thereafter

b. every twelfth month following the latest review of the key information document.

The review shall encompass a verification of whether the information contained in the
key information documentontinues to be accurate, fair, clear and wpisleading, and
that it remains compliant with the requirements within Article 8(3) of Regulation (EU) No
1286/2014.
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Article 17

Ad hoc review of the key information document

1. Where the PRIIP manufacturer becosnaware of a change that affects or is likely to
affect the information contained in the key information document, the PRIIP
manufacturer shall review without undue delay the information contained in the key
information document.

2. The PRIIP manufacturer shall maintain adequate processes throughout the life of the
PRIIP to identify without undue delay any circumstances which might necessitaé an
hocreview.

Article 18

Revision of the key information document

1. The PRIIP manufacturshall without undue delay revise the key information document
following a review under Article 16.

2. The PRIIP manufacturer shall without undue delay revise the key information document
following a review under Article 17, where the PRIIP manufacturecludas that the
document is no longer accurate, fair, clear or -nuisleading, or that it is no longer
compliant with the requirements laid down in Article 8(3) of Regulatid)

N0 1286/2014 and in this Regulation.

3. Where the PRIIP manufacturer revises key information document, the PRIIP
manufacturer shall update all information in the key information document as may be
necessary, so that the revised document is up to date as a whole.

Article 19

Publication of revised key information document

1. The PRIIP manufacturer shall publish the revised key information document on its
website.
2. The publication shall occur without undue delay and, at the latest five business days after

the key information document has been revised.

Article 20

PRIIPs madavailable in a noncontinuous manner

Where a PRIIP is made available to retail investors in a&aptinuous manner:

1. the requirements under Articles 16 to 19 shall not apply during those periods
where the PRIIP is not available to retail investors; and

2. the PRIIP manufacturer shall review and republish the key information document
immediately prior to any period in which the PRIIP shall be made available to
retail investors.
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CHAPTER V

Timing of delivery of the key information document

Article 20
Conditions on good time

1. Theperson advising on, or selling, a PRIIP shall be considered to have provided the key
information document in good time where théyave provided the document sufficiently
early for the retail investor to read and consider the document before being bound by any
contract or offer relating to that PRIIP.

2. The person advising on, or selling, a PRIIP shall, as appropriate, take intotaccou

a. the knowledge and experience of the retail investor with the PRIIP or PRIIPs of a
similar nature;

b. the complexity of the PRIIP;
C. the urgency for the retail investor of concluding the proposed contract or offer.
Article 21

Final Provision

This Regulation shall enter into force on the twentieth day following that of its publication in the
Official Journal of the European Union

It shall apply from 31 December 2016.
This Regulation shall be binding in its entirety and directly applicableNteadber States

52yS G . NUzAaasSta X

For the Commission
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ANNEX |
TEMPLATE OF THE KEY INFORMATION DOCUMENT
PRIIP manufacturers shall use the following template for the purposes of drawing up the key

information document undeRegulationEU) NdL.286/2014. In completing the template sections,
PRIIP manufacturers shall follow the specific guidance set out below.

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] [website for PRIIP manufacturer]
[Call [telephone number] for more information] [Regulator, Member State] [date of publication]

What is this product?
Type [Text pursuant to Article 8(3)(c)]

Purpose

Intended
Market

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

Risl.c [Summary Risk Indicator and Narrative Text pursuant to Article 8(3)(d)]
Indicator

Performance [Performance scenario presentation and text pursuant to Article 8(3)(d)]
Scenarios
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What happens if XYZ Asset Management is unable to pay out?

[Text pursuant to Article 8(3)(e)]

What are the costs?

Costs over [‘Costs over time' table and narrative text pursuant to Article 8(3)(f)]

time

Composition ['Composition of Costs’ table and narrative text pursuant to Article 8(3)(f)]
of Costs

How long should | hold it and can | take money out early?

Recommended minimum holding period: [x] years

[Text pursuant to Article 8(3)(g)]

How can | complain?
[Text pursuant to Article 8(3)(h)]

Other relevant information
[Text pursuant to Article 8(3)(i)]

PRIIP manufacturers shall comply with the section order and titles set out in the template, which
however does not fix parameterggarding the length of individual sections and the placing of
page breaks.

33



ANNEX I

METHODOLOGY UNDERPINNING THE PRESENTATION OF RISK

PART 1

Methodology underpinning the market riskssessment

I. Definition of PRIIP categories

1. For the purposes of determining market risk, PRIIPs are divided into 5 categories:

a) Category I: PRIIPs that are assigned directly to the Market Risk Measure (hereafter
MRM) class 1, or to MRM class 7, basedjoalitative criteria.

b) Category Il PRIIPs, excluding Category | PRIIPs, assigned to class 1 to 7 of the MRM,
based on a 2,5% VaR, approximated by the Cornish Fisher expansion, calibrated using
p &@SIENBQ KAAG2NROIFf  LISNIF2 NY licikrd SataRareGi I F 2 N
available but natural benchmarks or proxies exist, their data shall be used to
perform the expansion instead.

c) Category lll: PRIIPs, excluding Category | PRIIPs, assigned to class 1 to 7 of the MRM,
based on a statistical approach, using@ I NR &aAYdz [ GA2y 2F GKS t
calibrated on historical data. When insufficient data are available but natural
benchmarks or proxies exist, their data be used to perform the simulation instead.

d) Category IV: PRIIPs, excluding Category | PBdEigned to class 1 to 7 of the MRM,
which, due to absence of factors observed in the market, impacting in turin the
value, may not fall undeCategory Il bCategory Ill PRIIPs. The MRM shall be based
on an alternative methodology, set to capture on aqual basis compared to
Categories Il andlithe risk of loss, but adjusted to the specificities of the PRIIP, so as
to assess the risk on a relevant basis.

e) Category V: PRIIPs, excluding Category | PRIIPs, in relation to which insufficient data
are availdle so as to accurately estimate the market risk based on the methodology
implemented for Category Il or Category Il PRIIPs. If this is the case, the PRIIP shall
be assigned to a class of the MRM based on qualitative criteria.

2. The different Categories dPRIIPs as set out in paragraph 1, and the PRIIPs that would
typically fall under each such Category, are as further detailed under paragdph®.

3. The methodology to be implemented with regards to Category Il PRIIPs is as detailed in
paragraphs20 t029.

4. The methodology to be implemented with regards to Category Il PRIIPs is as detailed in
paragraphs30 to 48.

5. The methodology to be implemented with regards to Category IV PRIIPs is as detailed in
paragraphsi9 to 52.

II. General principles for MRM

6. Thebasis for the MRM for Category I, I, IV and (J@RIIPs is the 2,5% ValaeRisk. This is
defined as the total return at the 2,5% quantile discounted to the present using the risk free
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rate divided by the capital investment minus one. This represeine return per invested
monetary unit at the 2,5% quantile.

The class of the MRM for Category Il and Il PRIIPs shall be based on the annualized VaR
equivalent volatility.

The expected return of any market observable is the-friek rate of return, fom the date of

production of the key information document up to the end of the recommended holding
LISNA2R oawltéor o60SAy3a adOK wlt &asSi Fa 2F GKS
document, in the denominated currency of the PRIIP. The expeetedn must be adjusted
downwards, by any further payments, impacting the price of the PRIIP or, when relevant, any

of its underlying securities, which are not received by the retail investor (e.g. equity
dividends).

Details on PRIIP categories and wheslevant the qualitative assignment of PRIIPs to a Class of
the MRM

9.

10.

Category | PRIIPs includes:

a) All PRIIPs where investors shall receive, at the end of the RHP, at least the respective
amount they invested in the PRIIPs, provided that such period haguritg of up to five
years and based on an unconditional protection of capital. These shall be qualitatively
assigned to MRM class 1;

b) all PRIIPs where investors could lose more than the amount they invested. These shall be
qualitatively assigned to MRMadls 7;

c) derivatives that qualify as PRIIPs. These shall be qualitatively assigned to MRM class 7.
Derivatives are to be understood in this context as financial instruments that fall within
one of the categories referred to in items 4 to 10 of part C of Anhdo the Directive
2014/65/EU.

Category Il PRIIPs includes:

a) ! tASNYyIGAGS Ly@dSaidySyl Cdzy Ra oa! LCac¢ I a R
Alternative Investment Fund Managers, hereafter AIFMD, as amended from time to time);

b) dzy RSNI I {Ay3a F2NJ 02ttt SOGAQGS Ay@SadySyd Ay
under Directive 2014/91/EU on the coordination of laws, regulations and administrative
provisions relating to undertakings for collective investment in transferableirgiss
(hereafter UCITS Directive, as amended from time to time), and

c) other PRIIPs, acting in a similar capacity as AlFs or UCITs and investing into the same type
of underlying assets, either directly, or indirectly by investing into AlFs or UCIT@ssuch
but not limited to, securities issued by Special Purpose Vehicles (hereafter SPVs) or units
offered within unitlinked insurance products, where applicable,

where these PRIIPs have, either directly or on a synthetic basis, a delta one or a leveraged
exposure on underlying asset(s) that pays a constant multiple of a market price or index; and

where at least 2 years of historical daily prices or 4 years of historical weekly prices are
available, or, in the case where such minimum data are not availaiilere a natural
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benchmark or proxy exists (e.g. recently created ETF on a liquid market index), such that the
data of this benchmark or proxy shall be used, on a complementary basis, in the calculation of
the market risk.

11. For these PRIIPs the MRM clasdeiermined in accordance with the methodology detailed in
Paragraph£0 to 29.

12. Category V PRIIPs includewy &RIIPs that would otherwise have fallen under either Category
Il or Category lll, but due to an insufficient amount of data or the illiquid reatf the
underlying assets, do not meet Category Il or lll requirements.

13. For these Category V PRIIPs the MRM class is determined as follows:

(a) Insufficient Data
i.  When historical data is lacking but a natural benchmark or a proxy exists, such

benchmark or poxy shall be used, subject to relevant documentation;
ii. otherwise, the PRIIP shall be assigned to the following market risk class, based on
the typology of PRIIP to which it belongs:

Product/ PRIIP Type MRM class

Money market funds

Government bond funds

2
3
Corporate bond funds 4
Broad based equity funds 5

All other funds, structured PRIIPs (which do not fall i

category 1)) 6

Tablel: Assignment of PRIIPs with insufficient historical performance data and where no adéguoatenark or proxy
exists

(b) Illiquid asset classes for the following:
() closedended investment funds that invest at least 30% in illiquid assets,

(i) longterm investment funds that invest at least 30% in illiquid assets, providing
liquidity on a monthly basisr@mn a less frequent basis, as applicable according to
their respective articles of incorporation or similar legal documents, and whose
investment policy or strategy is limited to specific illiquid asset classes (such as,
but not limited to, real estate),

(i) PRIIPs acting in a similar capacity to investment funds under the first two indents,
such as securities issued by SPVs or units offered withinLinkiéd insurance
products,

14. For Category V PRIIPs under paragraph 18n@MRM shall be as follows:

i.  wherethe PRIIP is a private equity fund, in accordance with the AIFM Directive, or is a
PRIIP acting in a similar capacity to such a private equity fund, where relevant, such as
securities issued by SPVs or dimked insurance products, the MRM shall be €lés

ii. where such PRIIPs invest at least 30% and up to 50% of their assets in illiquid asset
classes, the market risk shall be assessed on the remaining portion of the assets of such
PRIIPs using the relevant methodology and the classification obtainedoshaltreased
08 M awa Oflaaz a2 la (2 GF1S Ayt2z O2yaiRSN

iii. where such PRIIPs invest at least 50% of their assets in illiquid asset classes, such PRIIPs
shall be assigned to MRM class 4 e if they hold a sufficiently lppritbn of assets in
their portfolio allowing them to offer a [monthly] liquidity, provided further that their
loan to total net value (either abalance sheet or on a synthetic basis) is less than 30%;
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iv.  PRIIPs shall be assigned to MRM class 5 if they domeet the requirements of
paragraphs (i) (ii) or (iii).
15. Category Il PRIIPs include:
a) Any AlFs and UCITS not falling under Category I,
b) any guaranteed PRIIP not falling into Category | or Category IV.
16. These include structured products and/or structurednds, and/or insurancéased
Ay@SaidyYSyild LINPRdzOGaAD® ¢KSAaS I NB NBFSNNBR (2 Ay
17. The MRM of Structured PRIIPs shall be assessed based on the methodology detailed in
Paragraph80 to 48, provided that at least 500 historicaailg prices of such Structured
twLLt &Q dzyRSNIeAy3da |INB F@FAtlFIofS Ay NBEFGAZ
available, the Structured PRIIP shall be assigned to Category V.
18. Category IV PRIIPs includes products whose value depends in pactans feot observed in
the market. This class includes products such as-pvitfit insurance products which may
LI & | LRNIA2Y 2F (GKS YIydzZFlI OGdzZNBNRA LINPFAGA 2
19. The MRM risk class is determined following ParagsdShto 52.

Details on MRM for category Il PRIIPs

20. The VaR shall be calculated based on the moments of the return distribution measured from
the past 5 years of observed daily equidistant prices of the PRIIP where availablech
minimum period of timeas further detailed under Category Il PRIIPs otherwise

21. The daily return is defined as the natural logarithm of the ratio of the price at the market
close on one day to the preceding market close price.

22. Where:

The zeroth moment, I is the count of the amber of days.

The first moment, M is the sum of all the returns in the sample.

The mean is M M.

23. The second (W), third (M) and fourth (M) moments are defined in the standard manner:
M, = H;i(r;¢ mean}'/M,,

where ris the return measured on th& day in the history of returns.

24. The volatility,s js given byK &.
25. The skewy, is equal to M/ s®.

26. The excess kurtosisl, is equal to M/ s* ¢ 3.
27. The VaR is given by the equation:

VaRewm space SK @* (-1.96 + 0.474 1K K&.0687 *p/ Mo+ 0.146 * i/ M¢)
VaR’rice Space_‘ Exp(va@tum Space 0.5* MO * SZ)-
28. The VaRequivalent volatility (VEV) is given by:

+9+ I FEVaRPAMM PPcY k KE X
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where T is the length of theecommended holding period in years.

29.

The PRIIP will be assigned a market risk class according to the following table:

MRM class Annualised volatility
1 < 05%

0,5%- 2.0%
2.0%5%

5%10%

10%15%

15%25%

>25%

N oo lWIN

Details on MRM fo€ategory Il PRIIPs

30.

31.

32.

33.

34.

35.

36.

37.

38.

The VaR shall be calculated from a simulation of the evolution of the PRIIPs value up to the
end of the recommended holding period. The simulation is to be based on a bootstrap
methodology.

The minimum number of simulations is 1000te number of simulations should be chosen
such that the resulting VaR is stable.

For each simulation, randomly select one log return or set of log returns for each day in the
recommended holding period from the five year history. Calculate the expaiauitithe

sum of the returns, remove the impact of the mean and variance of the observed returns on
the expected mean of the simulation and multiply by the expected return over the
recommended holding period. The price of each asset is its current prittgphed by its
simulated return. The price of the PRIIP on the relevant payment date is calculated using the
formula that describes the payoff in terms of the prices of the contributing asset or assets.
This price should then be discounted back to pihesent day using the ridkee rate.

Select the simulated value at the 2,5% quantile. The resultant value is the VaR in the price
space.

The expected return of all assets that contribute to the PRIIPs value is their currefreesk
expected value as alerved in the market, with possible adjustments as described in
paragraph 8.

For equities and equity indexes, the expected forward value, at the end of the recommended
holding period, is calculated by growing the price at the expectedfmeskrate over he
recommended holding period and adjusting the price on each observation date by the
expected dividends and borrow cost paid between that date and the previous observation
date.

The expected value of an interest rate between two dates is the cumegpected forward

rate between these two dates.

The expected value of a commodity price is set by the current expectations observed in the
market using the risk free growth rate and the other factors which impact the price (storage
costs and other factorsependent on the commodity).

For the purposes of the simulation, there are two types of market observables that may
O2y GNROGdzGS G2 F twLLtQa @Ffdz2SY aLkRid LINAOSaA
using a bootstrap methodology, but curves vég additional steps.
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39. For curves, it is necessary to perform a principal component analysis (PCA) to ensure that the
simulation of the movements of each point on the curve over a long period results in a
consistent curve.

40. The PCA is performed by:

(a) Collecting the historical record of tenor points that define the curve on each trading day
over the past 5 years. M denotes the number of tenor pointglédines the number of
days in the historical period

(b) Calculating the series of returns for each tepaint. This defines a matrixwhich is an
NXM matrix.

(c) Calculate the covariance matrix over fThis is an MxM matrix.

(d) Execute a singular valuation decomposition of the covariance matrix of the returns at
each tenor point on the curve over the entirastory of returns. The singular value
decomposition results in an MxM matrix V where each column represents an eigenvector
of the covariance matrix. The leftmost column is the eigenvector corresponding to the
largest eigenvalue, the rightmost column igthigenvector corresponding to the smallest
SAIASYy Gl f dzSo I NBFGS I aSO02yR YFGUNREZ QI 6K
the remaining columns are 0.

41. The curve simulation is performed as follows.

(a) The time step in the simulation is one day.r Each time step, a random row is selected
from the matrix rH.. Create a matrix of returns, rS, by assembling an NTSxM matrix where
NTS is the number of time steps in the recommended holding period.

(b) Project the sampled returns onto the first 3 eigenvectdng calculating the matrix
LINE RdzOG E I' NI +Q

(c) Project back into return space by calculating the product y Z]{VBhe element yij of this
NxM matrix is the ith return of thé"jTenor point. We write %o denote the transpose of
the matrix x.

(d) The simukted rate for each tenor point, T, is the current rate at tenor point, T, multiplied
by the exponential of the sum of the column in y corresponding to tenor point T, adjusted
so that the expected mean matches current expectations for the rate at tenot,pbirmt
the end of the recommended holding period.

42. [deleted].

43. [deleted].

44. [deleted].

45.¢ KS twLLtQa @FfdzS Aa OFftOdzZ F GSR o6& LI &Ay3
prices and curves and discounted to the present using the risk free rate.

46. The VaR is calculated as the observed value at the 2,5% quantile less the expected value of
the PRIIP.

47. The VaR is converted into a Vafuivalent volatility using the formula:

+9+ [ gEVYaREwdeic Y k K¢

where T is the length of the recommendbkdlding period in years.

48. The PRIIP will be assigned a MRM class according to the table in parétfyapi29.

Adjustments for factors not observed in the market

49. Certain PRIIPs, such as wttofit insurance contracts, include legally or contractually defined
future profit participation. Where the PRIIP performance depends on a factor unobserved in
the market or to some extent under the control of the manufactuttse manufacturer will
include a contribution in the model to account for this factor.
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50. Where the factor depends, in part, on market factors, this part of the contribution shall use a
bootstrap methodology to account for the market factors.

51. The methodologydescribing the contribution of nemarket factors shall follow industry
standards and shall be available for inspection to all supervisory authorities.

52. Where applicable, other product components shall be calculated in line with Paragt@ypbs
29 or H, 8 appropriate depending on the product. The Mafivalent volatility of both
components shall be weighted proportionally in order to arrive at an overaliedaivalent
volatility of the PRIIP.

PART 2
Methodology underpinning the credit risk assessment
I. Credit riskg scope

53. Credit risk shall be assessed when the return of the investment depends on the
creditworthiness of the manufacturer or such party bound to make, directly or indirectly, the
NEf SOIyd LIeYSyid G2 GKS Ay@Said2N) 6G§KS a/ NBRA

54. For the avoidance of doubt credit risk shall not be assessed on AlFs or UCITS except as
specifically otherwise.

55. The Credit Risk shall be assessed for the following types of PRIIPs:

(a) a PRIIP whereby an entity directly engages to make a payment to the inviesturch
case, the creditworthiness of the entity that is the direct obligor shall be assel$sbis
PRIIP or a financial product, with a similar payment obligation, is packaged into another
PRIIP, the credit risk attached to the underlying PRIIP orutigerlying investment
product shall be assessed on a ldgbkough basis, in addition to the assessment of the
credit risk that may be attached to the latter PRIIP.

(b) A PRIIP entering into a financial derivative instrument (other than a listed derivative or a
Ot SINBR h¢/ 0z 2N Iy STFFAOASYI L2 NO F2€ A2 \
materially exposing the retail investor to the credit risk of such counterparty.

@l GSNRIf & ¢a naricolldteralisétiReFpEshice an2a counterparty, which shall
account forl0%or moreof the total assets/value of the PRIfBr the purpose of Part 2.

In such case, the creditworthiness of the counterparty of the finamgévative or of the
EPMT shall be assessed a lookii KNP dz3 K o6F aAaz Ay | O0O2NRIyYyOS
risk-l aaSaayYSydé

(c) A PRIIP which provides investors, at predetermined dates, with algorithm based payoffs
that are linked to the performance, oo the realisation of price changes or other
conditions of financial assets, indices or reference portfolios or has similar features
0GAaAGNHZOGdzZNBR t wLLt §0®

In such case, the creditworthiness of each issuer or counterparty of the underlying assets

or transaction(s) of the PRIIP, when material, shall be assessed on-thlooigh basis in

I OO2NRI'yOS ¢gAGK U(KS -88Q8RAYSYAEOSRTARRBEYS
underlying asset(s) or transaction(s) is a derivative or an EPMT, the credit aishkeattto

such instrument shall be assessed in accordance with paragraph (b).
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(d) A PRIIP investing in underlying PRIIP(s) or other underlying instrument(s) with a similar
LI @YSyid 206ftA3FGA2Y 2N YSOKFyAayY o0GKS 4! yRSH
shall be assessed:

0] In relation to both the PRIIP itself and the Underlying Investnighton a look
through basis. In such case, tbeeditworthiness of the PRIIPs and the Underlying
Ly@SaidySyadoao aklff 0S FaasSaaSRishy I 00O
assessmergt

(i) In relation to the Underling Investment(s) only on a ldbkough basis, the credit
risk assessment shall be performed in accordance with paragraph (a) and/or (b)
above or on the basis of the credit risk assessment of the underlying
instrument(s) with a similar payment obligation or mechanisms.

(e) If all payment obligations of an obligor are unconditionally and irrevocably guaranteed by
another entity (the guarantor), the credit risk assessment of such guarantor can be taken
into account ifi is more favourable than the credit assessment of the first obligor.

Il. Credit risk assessment

Selection of external credit rating agencies

56. The PRIIP manufacturer shall defineagte one or more external credit rating agencies
certified orregistered with ESMA whose credit assessments will consistently be referred to
F2N) GKS LJzN1J2asS 2F GKS ONBRAG NRa]l laaSaavySy
assessments are available according to that policy, the median rating shall hedefmdting
to the lower of the two middle values for an even number of assessments.
57. The level of credit risk of each relevant obligor shall be assessed on the basis of:
i. The credit assessment assigned to the PRIIP by the relevant Rating Agencieseor in t
absence of such assessment,
ii. The credit assessment assigned to the relevant obligor by the relevant Rating Agencies,
whereby the long term assessment shall be used unless justified otherwise on the basis of
the term of the PRIIP, or in the absence offsassessment,
ii. tKS RSTFlIdzZ § ONBRAG FaaSaayvySyid Fa RSTAYSR Ay
58. Any assessment assigned to a PRIIP or its obligor(s) as per the above, shall be referred to as
0KS a/ NBRAG ! aasSaaySyidéo

Multiple obligors

59. In the case of credit risks assessed on a-though basis in accordance with paragréghof
IKS aSOGA2080@NIBRAWKSAANSRAG aasSaaySyad Faaa
to a notation equal to the weighted average ratings of eachveahé party on which a credit
risk applies, in proportion of the total assets of the PRIIP they respectively represent.

60. In the case of credit risks assessed at different layers, as per section 55, all credit risk
exposures shall be separately assessed |g@ger, and the credit risk assessment assigned to
the PRIIP shall be the highest credit risk assessment, being understood that between a credit
risk assessment set at 1 and a credit risk assessment set at 3, the highest of the two is 3.
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Credit qualitysteps

61. The credit assessment as determined following paragraphs 56 to 58 and para§faph60
shall be allocated to a credit quality step according to the Commission implementing
wS3dzE F GA2y 69! 0 yox 2F X f I &Aywdith Regasd/to theY LI SY S
allocation of credit assessments of external credit assessment institutions in accordance with
Directive 2009/138/EC of the European Parliament and of the Council [see Paragrajohs
68]

62. The default credit assessment referred tqo@ragraphb7(c) shall

a) correspond to credit quality step 3 if the PRIIP obligor is regulated as a credit institution
or an insurance undertaking under the applicable European regulation or equivalent
international regulation and if the State where the FRbbligor is domiciled would be
allocated according to these articles to credit quality step 3 or a more favourable credit
quality step;

b) correspond to credit quality step 5 for any other obligor.

[1l. Credit risk classes

63. A PRIIP shall be allocated taradit risk class on a scale ranging from 1 to 6 according to its
increasing credit risk, assessed on the basis of the table included par&taitte credit risk
mitigating factors referred to in paragraf® and the credit risk escalating factors reézt to
in paragrapt66.

64. Table of correspondence between credit quality steps and credit risk classes
credit quality steps credit risk class

OO IWINIFL|IO
QB WIN|F|F

6

65. Credit risk mitigating factors shall apply to the following creidk exposures or assessments:

(a) a credit risk exposure that is appropriately collateralized shall be deemed immaterial,
where appropriate collateralization is being understood as an arrangement where
assets deemed to be collateral, are held with a thiadtp on a segregated account in
compliance with equivalent terms and conditions as those applicable under the AIFM
Directive or UCITS Directive and where, as per the waterfall arrangement applicable
to all creditors of the PRIIP and/or the relevant obl{gpr there are no preferred
ONBRAG2NA 20SN) GKS twLLtQa Ay@Saidz2zNB Ay N
accounts(s), and where a value equivalent to the payment obligation of the relevant
counterparty(ies) to the PRIIP, or when applicable, rislevant issuer(s) of bond(s)
invested into by the PRIIBhall be maintained under such segregated account until
maturity.
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66. Credit risk escalating factors shall apply to the following credit risk exposures:
(a) In case of a credit risk exposure where thédrlaf a retail investor is subordinated to
the claims of senior creditors, the credit assessment shall be increased by 2 credit risk
classes
(b) If the PRIIP is part of the own funds of the PRIIP obligor, in which case the credit risk
assessment shall be inaged by 3 credit risk classes.

Allocation of credit assessments to credit quality steps

67. For the purposes of the Credit Risk assessment methodology set out in Section Il of Part 2,
Credit Rating shall be converted in the credit quality steps according to this table.

Default probability Matrix Credit Assessmer
; Agency . .

(Fitch) . rangesreflecting credit

ratings :

1 year 5 years quality steps

0,04% 0.28% AAAY AA Oor1l

0.08% 0.69% A 2

0.22% 1.96% BBB 3

1.15% 8.10% BB 4

2.22% 15.37% B 5

28.07% 58.70% CCCorless |6

68. The following table shows the various credit rating scales usedrwrder of Credit Rating

Agencies.
# ECAI 0 1 2 3 4 5 6
1 | AMBEST aaa aa a bbb bb b <b
2 | ARC - - AAA, AA, Al - BBB BB | B,<B
3 | Assekurata - - AAA, AA A BBB BB | B,<B
4 Axesor - - AAA, AA, Al BBB BB B B,<B
5 | BCRA - - AAA, AA, Al BBB BB - <B
6 | BdF - 3++ 3+ 3, 4+ 4,5+ 56 |B,<B
7 | Caplint - - AAA, AA, Al BBB B <7
8 | CERVED - - Al, A2 A3,B1 | B2 Cl.1| Cil1.2,C2.1
9 | Creditreform - - AAA, AA, Al BBB BB B <B
10 | Crif - - AAA, AA, Al BBB BB B <B
11 | Dagong - - AAA, AA, Al BBB BB B <B
12 | DBRS AAA | AA A BBB BB B <B
13 | EIU AAA | AA A BBB BB B <B
14 | ERA - - AAA, AA | A BBB BB | B,<B
15 | Euler Hermes - - AAA, AA, Al - SSB B <B
16 | EuroRating - - AAA, AA, Al BBB - BB | B,<B
17 | Feri AAA | AA A - ESB B <B
18 | Fitch AAA | AA A BBB BB B <B
19 | GBB - - AAA, AA | A, BBB | BB B <B
20 | ICAP - - AA, A BB,B | C,D E,F|<F
21 | JCRA AAA | AA A BBB BB B <B
22 | Kroll - - AAA, AA, Al Baa - BB | B,<B
23|a22R&Qa |Aaa |Aa A BBB Ba B <B
24 | { 3t Qa AAA | AA A BBB BB B <B
25 | Scope - - AAA, AA, Al BBB BB B <B
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| 26 | Spread Research| -

| -

| AAAAA | A BBB [BB |B,<B

PART 3

Aggregation of market and credit risk into the summary risk indicator

69. Under Part 1, the MRM class is established for each PRIIP. Similarly, the CRM class is
established pursuant to Part 2. The overall summary risk indicagssigned according to the
combination of the CRM and the MRM classes, in accordance with this table.

MRM class
CRM class MR1 | MR2 | MR3 | MR4 | MR5 | MR6 | MR7
CR1 1 2 3 4 5 6 7
CR2 1 2 3 4 5 6 7
CR3 3 3 3 4 5 6 7
CR4 5 5 5 5 5 6 7
CR5 5 5 5 5 5 6 7
CR6 6 6 6 6 6 6 7

PART 4
Review of the summary risk indicator
70. For those PRIIPs that are offered in a continuous manner, PRIIPs manufacturers shall without

71.

72.

73.

undue delay revise the key information document if the combined effect of a change in the
PRIIP's market risk and/or credit risk measures, following a revieweokef information
document, entails the PRIIP’s move to a summary risk indicator (SRI) class different from the
one attributed as of the most recent version of the key information document, the key
information document’s lastly revised version or the ailyi published one.

The PRIIP manufacturer shall monitor market data relevant to the calculation of the MRM
and, should that measure have moved so as to correspond to a different MRM class, the PRIIP
shall be attributed the new MRM class correspondinght®e MRM class which the PRIIP has
matched for the majority of the reference points over the preceding four months.

A review of the MRM shall always be carried out following a decision by the PRIIP
manufacturer in respect of the PRIIP’s investment pokod/or strategy. In those
circumstances, any changes to the MRM shall be intended as new classifications of the PRIIP"s
MRM category, and consequently, be carried out according to the general rules concerning
the classification of the PRIIP by MRM category

The PRIIP manufacturer shall also monitor credit risk criteria relevant to the calculation of the
CRM and, should that measure have moved so as to correspond to a different CRM class, the
PRIIP shall be attributed to the new CRM class.

44



PART 5
Liquidity risk

74. For products that can be traded over the life of the product but for which no regulated liquid
market exists, a warning shall be included within the SRI, indicatingstilimg the PRIIP
before therecommended holding period may not be possible and may imply significant costs
or losses. The presentation of this warning shall comply with the requirements laid down in
Appendixl.

75.

76.

PRIIP manufacturers shalarn investors about the risks linked to the need of early
disinvestment, when relevant. For this purposenarrative shall be included to explain this
risk as set out in paragraph 8(a) of Anmiéxwhen the PRIIP is illiquid or liquidity risk is
materially rdevant.

A productshall be considered illiquid or having a materially relevant liquidity risk for the
purposes oparagraph74 according to the following criteria:

a)

b)

f)

The product is referenced on a secondary market or alternative liquidity facility that
camot be considered liquid and there is no committed liquidity offered by market
makers and/or the PRIIP manufacturer, and the liquidity depends on the availability
of buyers and sellers on the secondary market, taking into account that regular
trading of aproduct at one point in time does not guarantee the regular trading of
the same product at any other point in time;

The product is referenced on a secondary market or alternative liquidity facility with
committed liquidity offered by the manufactureratmice which significantly impacts
the market value of the disinvested amount;

There is no alternative liquidity facility promoted by the manufacturer or a third
party, or the alternative liquidity facility is subject to significant limiting conditions, as
where there is an asbence of liquidity arrangements;

There are significant early exit penalties or long disinvestment notice periods or
discretionary redemption prices;

The average liquidity profile of the underlying investments is significantly ldveer
the regular reimbursement frequency for the PRIIP, when and to the extent liquidity
offered by the PRIIP is conditional to the liquidation of its underlying assets;

The manufacturer estimates that the investor may face significant difficulties in
terms of time and/or costs for disinvesting during the life of the product, subject to
specific market conditions.

PART 6

Currency Risk Assessment
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77. Where a product is denominated in a currency other than the legal tender in the Member
State where the prodct is being marketed, the manufacturer shall ensure that a narrative
below the summary risk indicator is included, pointing out to the retail investor the fact that
the return the retail investor gets, may be higher or lower as a result of currency flicriga
Appendixl [c] of Annex llI.
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ANNEX IlI
METHODOLOGY FOR THE PRESENTATION OF SUMMARY RISK INDICATOR

Based upon the assessment of the product under Annex Il, the summary risk indicator (SRI)
shall be presented in a numerical scale ranging from 7, twhere 1 indicates the lowest risk
class and 7 indicates the highest risk class.

The SRI shall be presented in the format as set otlteniemplate in Appendig

Based upon the assessment of liquidity risk under paragr@ghend 75 set out in Annex Il, a
liquidity warning will be added to the SRI. The liquidity risk warning shall be presented in the
format as set out in the template in Appendix

The SRI shdble accompanied by a narrative explanation immediately after the risk indicator,
briefly explaining the purpose of the indicator and the underlying risks following App&ndix
[element a + b].

The narrative explanation accompanying the SRI will also statéme frame following
Appendixl [element d].

Where the risk of the product if not held to maturity or the recommended holding period is
significantly higher, meaning the SRI deviates with at least one risk class from the class
represented in the SRBR warning shall be added, as set out in Appendix 1 [element
A]containing a warning within the SRI presentation format].

The narrative explanation accompanying the SRI will also state its main limitations following
Appendixl [element €].

The narrative gplanation accompanying the SRI will also give an explanation of risks
materially relevant to the PRIIP but not adequately captured by the SRI where applicable.

a. For liguidity risk a narrative explanation/ an element will be included, following
Appendixl [element e].

i. where a product is considered illiquid or to have a materially relevant liquidity
risk, as set out under paragraf@ of Annex I, this should besakly explained in
the, as set out in Appendix [element g], directly after Appendielement €]

ii. Where a product is considered liquid, as set out in Part 5 of Annex I, this should
be clearly explained, as set out in Appentlifelement f], directly afte
Appendixl[element e].

b. Where a product is considered to have currency risk as set out in Part 6 of Annex I, there
should be a clear warning in the narrative explanation, as set out in Appg&ipelament
c]in bold.

c. Where the risk of the product is cadered to be significantly higher, meaning the integer
deviates with at least one from the one represented in the SRI, due not only to higher
market risk assessment, but also to other risks not included in the SRI, such as risks under
a and b, these otherisks ought to be further explained in the narrative explanation,
following Appendix[element h] with a maximum of 200 characters.
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10.

11.

12.

13.

If the product holds a (partial) capital protection against market risk, this should be explained
within the narrative exfanation, following Appendi&[element i] including a specification of
the percentage of the invested capital that is protected.

a. Where the (partial) capital protection against market risk is limited, this should be
explained within the narrative explanah stating the specific conditions of the
limitations, following Appendig[element K]

If the product holds no capital protection against market risk, this should be explained within
the narrative explanation, following Appendifelement j].

If the caital protection against credit risk is limited, this should be explained within the
narrative explanation stating the specific conditions of the limitations, following
Appendixl[element K]

If the product holds no capital protection against credit ridks should be explained within
the narrative explanation, following Appendijelement m]

If the product holds a possible obligation to add to the initial investment, this should be
explained within the narrative explanatiofallowing Appendix 1 [ elerant 0]
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Appendix1

Format of Presentation of the Summary Risk Indicator

The format for the presentation of the SRI is presented below. Dependent on the corresponding
integer as a result from the risk assessment a different integer should be highlighted.

1]2]3][4E6]7

(.................................’

Lower risk Higher risk

[The risk can be significantly different if you cash in at
a time other than the end of the recommended holding
period.] [It may not be possible for you to cash in early,
or, if you do so, you may incur additional costs or loss-
es.]

Summary Risk indicator

[element a]The summary risk indicator is a guide to the level of risk of this product. It help:
to assess it and compare it with other products. It takes into account how likely it is tha
might lose money and whether the money you have invested has somedbprotection.

[element b] jnsert a brief explanation of the classification of the product with a maximum ol
characters in plain language

For example a product with 100% protection against market risk but high credit risk, overall
n T WoedidcShas been classified as class 5 out of 7 considering that although the produ
low risk of losses linked to the evolution of the underlying value, the issuer has high credit r
I ROSNERS O2yRAGAZ2Yya gAft ieetitSiinanciak cgrmdtiteints. DiKfc
SEFYLXS | LINRPRdzOG 6AGK y2 OFLAGEIE LINRGSO
has been classified 3 out of 7, considering that potential losses linked to the evolution
underlying value are of medium level and the issuer has adequate capacity to meet its fina
commitments.

[Where applicable: c] The money you get back is in [insert currency], which means that
value of this product to you also depends on the exchange rate between [curyeof product]
and [currency of the country in which the product is offered].

[element d]The summary risk indicator shown assumes that you keep the product fo
recommended holding period.

[element e]The risk score does NOT take into account whether you can take your money ot
or the costs you might incur for doing so. [where applicable: element f|Be aware that, if yot
in early, you may incur additional costs or losses. [whemdiegble: element gJAdditionally, b
aware that it may not be possible for you to cash in early, or, if you do so, you may
additional costs and losses.
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[Where applicable: element h] [Other risks materially relevant to the PRIIP not included |
summary risk indicator to be explained with a maximum of 200 characters]

[Where applicable: element i] The value of your original investment is [insert%)] protected a
losses due to market events at maturity, though the returns are not guaranteether@\
applicable: element k] However, this protection does not apply [..]
 Where applicable early exit; [shouldyoucdsly 6 SF2NB wX &SI+ N
1 Where applicable default payments; should you fail to make your payments in tim
1 Where applicableother limitations as mentioned above: explain with a maximurr
X8 OKIFNIOGSNAR Ay LAYy fly3dzZ 3Sao
[Where applicable: element j] The amount that you have invested is not protected so in
unfavourable circumstances you could lose all of your investment.

[Where applicable: element m] In the event the manufacturer (we) is (are) not able to pa
what is owed, you could lose your entire investment.

[Where applicable; element o]You may be obliged to add to your initial investment and the
loss yau incur may significantly exceed your total investment.
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ANNEX IV

PERFORMANCE SCENARIOS

Number of scenarios

1. Three scenarios shall be included in the key information document, portraying the varying
circumstances of return, including whempplicable, a ngative return for the retail
investor. The scenarios shall be defined as follows:

a) An unfavourable scenario: highlights the features of the product and the economic
conditions which could give rise to an unfavourable outcome for the netzglstor.

b) A moderate scenario: highlights the features of the product and the economic
conditions which could give rise to a moderate outcome for the retail investor.

c) A favourable scenario: highlights the features of the product and the economic
conditions which could give rise to a favourable outcome for the retail investor.

2. An additional scenario shall be added to illustrate significant downward impact features
of the product if these features are not adequately covered in the three scenarios under
paragaph 1 above.

3. For insurancébased investment products an additional scenario shall be included,
presenting the return in case an insured event occurs. This inswzaszd additional
scenario shall be based on the moderate scenario under paragraph &bgbe, where
the performance would be relevant in respect of the return.

Selection of performance scenarios

4, The scenarios shall illustrate the functioning of the product under different market
conditions (unfavourable, moderate and favourable) andIstrable theretail investor to
understand possible outcomes of the productbhasedon reasonable andconservative
assumptions about future market conditions and price movements

5. The reasonableness of each scenario shall be based on the analysis aVattable
market data of the financial variables which can influence the payoff of the product (i.e.
underlying assets, or historical product performance where applicable, and forward
looking inputs).

When market data for the product or the financial vélies which can influence the
payoff is not available, it may be possible to refer to benchmarks or to peer groups, if
available and reasonable. Hypotheses and market data used to generate scenarios shall
depend on the recommended holding period.

6. The manu#cturer shall consider for his analysis the information used in the internal
product governance procedures and the information used to produce other items of the
key information document as thescenarios shall represent information which is
complementary ® and consistent with the information in other sections of the key
information document.

7. The scenarios to be shown shall be selected to give a balanced presentation of the
favourableand unfavourableaspects of the functioning of the product, but only sasns
that can be reasonably expected shall be shown
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10.

11.

12.

13.

14.

In particular, he favourable scenario shall illustratbe outcome of the product in
positive market conditions but it shall not be based onunreasonably optimistic
assumptions that willbverstate the likely potential of the PRIIBnd shall not reflect
market conditions that will only occur in extreme cases.

The moderate scenario shall be chosen such as to reflect the expected outcome of the
PRIIP under normal market circumstances that can resslygroe expected for the term

of the PRIIP, lying in between the ones that would lead to both a favourable and an
unfavourable product outcome and shall not represent positive or negative market
circumstances.

The unfavourable scenario shall illustrate foemance under negative market conditions
that can reasonably be expected for the term of the PRIIP and it shall be sufficiently
pessimisticFor a product granting a full and unconditional capital protection at maturity,
this scenario shall normally refiethe value of the guaranteed capital (net of all costs).

For an insurance based investment product the following shall apply when calculating the
performance scenario in accordance with Article 6(4) of this Regulation:

a. Future profit participatiorshall be taken into account.

b. Assumptions on future profit participation shall be consistent with the assumption on
the annual rates of return of the underlying assets

c. Assumptions orhow future profits are shared between the manufacturer and the
retail investor and other assumptions on future profit sharing shall be realistic and in
line with the current business practice and business strategy of the manufacturer.
Where there is sufficient evidence that the undertaking will change its practices or
strategy, the assumptions on future profit sharing are consistent with the changed
practices or strategy. For life insurers under the scope of Solvency Il these assumptions
shall be consistent with the assumptions on future management actions used for the
valuation of technical provisions in the Solvencipdlancesheet.

d. The scenarios for an insurance based PRIIP shall be calculated under the assumption
that no payments resulting from insurance coverage occur during the holding period,
except in the insurance spific scenario mentioned in paragragh

Discretionary benefits linked to the PRIIP shall not be presented in the performance
scenarios but shall be mentioned in the narrative in accordance with the fourth indent of
Article 8(3)(d) of the Regulatidvo 1286/2014.

The scenarios shall be calculated for the recommended holding period. In addition,
performance at an early stage during the recommended holding period, and at the
intermediate stage during the recommended holding period shall also be presantit

each scenario, subject to the availability of market data and to the possible limits related
to early redemptions. In particular, for the insurarggecific scenario under Article 6(4)

of this Regulation appropriate interim periods shall be included.

If the possibilities to disinvest during the life of the product are expected to be very
limited the manufacturer shall present performance scenarios only at maturity to avoid
creating false expectatiorfer the investor.

The scenarios at an intermediastage of the recommended holding period shall be

defined to represent reasonable market circumstances at that point in time. The
performance shown will reflect the estimated exit price of the instrument at that point in
time.
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15.

16.
17.

18.

19.

20.

The performance of the PIRIshall be calculated net of total costs accordingamgraph
57 of Annex VI of the Cost Section applicable to the scenario and holding period being

presented.
[deleted].

Where the calculation of performance fees requires an assumption to be made #imut
return of a benchmark, the return of the benchmark for thderate scenario shall be
calculated in such a way that the return on the PRIIP generates the performance fee as
prescribed in [cost section on performance fee]. This return of the benchstak also

be used to calculate the performance fee (if any) for the unfavourable and favourable

scenarios.

Performance shall be presented in monetary units. For that purpose, the manufacturer
aKlItf asStSOG m nnn € F2N Ay JifsaranveBagedl T dzy R

Ay@SaidyYSyid LINRRdzOGa&Z M p

2N M nnn € @SEFENIe F2N NB3IdzZ I NI LINShére ty Ay & dz

/ased ingestmehtNbfodudtsy 3 f S

PRIIP is denominated in a currency other than the Euro, equivalapunts should be

chosen provided that they are cleanly divisible by 1,000.

Performance shall also be presented in percentage terms, as the average annual return.
That figure will be calculated considering net performance as numerator and the initial

invegment amount or the price paid as denominator.

For those products where there is no initial investment or price paid such as future
contracts or swaps, the percentage will be calculated considering the nominal value of the

contract and a foot note addeid explain it.

The selection of scenarios shall follow an internally preapproved policy by the
manufacturer designed to avoid conflicts of interest in the selection of scenarios and to
ensure a consistent treatment for the different products of the mamwtifizer. In addition,

the manufacturer shall demonstrate the reasonableness and appropriateness of their

approach.
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ANNEX V

METHODOLOGY FOR THE PRESENTATION OF PERFORMANCE SCENARIOS

Scenarios shall be presented in a way that is fair, accurate, clear and not misleading, and that
is likely to be understood by the average retail investor.

The information on performance scenarios shall be presented in a table according to the
template inAppendixl and should cover all the scenarios described in Annex Y, Part 1 and in
line with the methodology under Annex Y, Part 2, while excluding information on cost. Where
applicable, for the additional scenario under article [2 (2)] and for ittmirancespecific
scenario under article [2 (3)] an additional line should be inserted in the table.

The information on performance scenarios according to article 2 will be presented at the
recommended holding period and for two interim periogsecedingthe recommended
holding period. In particular, for the insuranspecific scenario under Article [2 (3)]
appropriate interim periods shall be included. Only in cases where products are considered to
be illiquid according to Annex Il part 5 paragraph 76,imformation on the performance
scenarios for the interim periods is require@the scenarios shall be accompanied by a
narrative under Appendik [elements a, b and c].

Each scenario shall include a narrative text as set out in Appérjeébements d, eand f] ,
including where applicable the information indicated on the conditions for returns to retalil
investors or buikin performance caps.

Where a product is considered to be illiquid as set out under paragraph 77 of Annex Il the
performance scenariognay be shown only at maturity or at the recommended holding
period, this should be clearly explained in the narrative under Appetjdirment g] shall be
included.

In all cases, the narrative under Appentlpelements h and i] shall be included.
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Appendix1
Presentation of Performance Scenarios

The format for the presentation of the performance scenarios is presented below. Dependent on
the recommended holding period the interim period differs.

Investment []

Scenarios [3] years  [5] years
(Recommended
holding period)

Unfavourable scenario What you might get back after costs
Average return each year

Moderate scenaric ~ What you might get back after costs
Average return each year

Favourable scenario  What you might get back after costs
Average return each year

ol = e e e e
B|EOo=g=08a
| =0=0a

Investment []

Scenarios [3] years [5] years
(Recommended
holding period)

Unfavourable scenario What you might get back after costs ] ] 0

Average return each year I 1} 1}

Moderate scenario What you might get back after costs | 0 ]

Average return each year 1] 1] I
Favourable scenario What you might get back after costs ] ] ]
Average return each year I 1} 1}
Accumulated invested I I I

amount

Performance scenarios

[a] This [table/graphghows the money you could get back over the next [recommended ho!
period] years, underifferent scenarios, assuming that you investo X 8 @LISNJ & S| N
[b] The scenarios shown are a simplified representation of possible outcomes. You can us
scenaios to compare with the scenarios of other products, because they are calculated 1
similar conditions.

[c]The scenarios presented are not an exact indicator of future performance, but an estimat
that effect. What you get will vary depending @wow the market performs and how long yc
keep the investment/product. []

[d] For thefavourable scenarid NRA &S Ay GKS YIFNJ SO 2F oX&
wX6&: UKS Y2ySe @e2dz YFe 3ISG o6F O1 ¢ Adnylongeyite
cancelled].

[e] For themoderate scenarid  WNA A Sk RNRBLIB Ay GKS YINJ S
dzLIk R2g6y o0& wX:86 (KS Y22ySe @&2dz 3S4G ol O1 ¢/
any longer/ be cancelled].

[f] And ¢for the unfavourable scenarid ¥+ttt Ay GKS YINJSG 27
RNR LA o0& wXe&: (KS Yz2ySeée e2dz 3Sa ol 01 éA-
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market pricel/is cancelled].

[0] This product cannot be [easily] cashed irgaming it is very hard to estimate the money y
would get back if you cash in before the recommended holding period/maturity. It may be
cashing in is not possible or, if possible, by incurring high costs or by making a large loss.
[h] The figures sbwn take into account all costs associated with the product, but may not inc
all the costs that you pay to your advisor or distributor, and do not take into account
personal tax situation, which may also impact on what you get back.

[i] For a morecomplete overview of the assumptions that were made in producing
performance scenarios, please see our [insert name of the document where this informatic
be found].
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ANNEX VI
METHODOLOGY FOR THE CALCULATION OF COSTS

PARTL
List of costs ofhe different types of PRIIPs

I. List of Costs of investments funds (AIFs and UGITS

Definition of costs to be disclosed
Oneoff costs

1. In the context of the key information document, entry and exit costs {offiecosts) are
payments paid directly by the investor or another amount deducted from a payment received
by or due to the investor.

2. The entry and exit costs figures shall includletypes of costs borne by the fund, whether
they represent expenses necessarily incurred in its operation, or the remuneration of any
party connected with it or providing services to it.

3. The following list is indicative but not exhaustive of the typesrdfy costs that shall be taken
into account in the amount to be disclosed:

Up-front initial costs, including:

(a) Distribution fee, to the extent that the amount is known to the management company. If
the actual amount is not known to the management compaithg maximum of the
possible known distribution costs for the specific PRIIP should be shown;

(b) Loading costs including taxes;

(c) Constitution costs (wfront part);

(d) Marketing costs (ufront part);

(e) Subscription fee.

Recurring Costs

4. In the context of the] S& AYF2NXI A2y R20dzyYSy iz WNBOdzZNNAR Y
from the assets of a fund.

5. The recurring cost figure shall include all types of cost borne by the UCITS/ AlFs, whether they
represent expenses necessarily incurred in its operation, erréfmuneration of any party
connected with it or providing services to it. These costs include transaction costs.

6. The following list is indicative but not exhaustive of the types of recurring charges that, if they
are deducted from the assets of a fundall be taken into account in the amount to be
disclosed:

(a) all payments to the following persons, including any person to whom they have delegated
any function:

(i) the management company of the fund,
(ii) directors of the fund if an investment company,
(iii) the depositary,

" Without prejudice to articles 32 and 33 of the PRIIPs Regulation
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(iv) the custodian(s),
(v) any investment adviser;

(b) all payments to any person providing outsourced services to any of the above, including:

(i) providers of valuation and fund accounting services,

(i) shareholder service providers, such as the transfer agedtlaoker dealers that are
NEO2NR 2¢6ySNB 2F (KS ¥-dofdrfing BdtvicdéSd thel y R LJ
beneficial owners of those shares,

(iii) providers of collateral management services,

(iv) providers of primebrokerage services,

(v) securities lending agents; proes of property management services for real estate
operating expenses and capital expenditure (if applicable);

(c) registration charges, listing fees, regulatory charges and similar charges, including
passporting fees;

(d) provisioned fees for specific treatmeaf gain and losses;
(e) audit fees;
() payments to legal and professional advisers;

(g) any costs of distribution or marketing, to the extent that the amount is known to the
management company. If the actual amount is not known to the management company,
the maximumof the possible known distribution costs for the specific PRIIP should be
shown;

(h) financing costs, related to borrowing (provided by related parties);
(i) costs of capital guarantee provided by a third party guarantor;

() payments to third parties to meet costs eessarily incurred in connection with the
FOljdzAaAdA2y 2N RAaLkRalft 2F lyeée FaasSid Ay (KS
referred to in paragraph-28);

(k) the value of goods or services received by the management company or any connected
personin exchange for placing of dealing orders;

() the costs of acquiring or disposing of units in UCITS or AlFs shall be taken into account in
accordance with the following steps:

(i) Where a fund invests its assets in UCITS or AlFs, its summary cost indicator and
recurring ratio shall take account of the charges incurred in the underlying
UCITS/AIFs. The following shall be included in the calculation:

(i) if the underlying is a UCITS its most recently available recurring and entry/exit charges
figure shall be used; thimay be the figure published by the UCITS or its operator or
management company, or a figure calculated by a reliable 4béndy source if more
up-to-date than the published figure;

(i) the summary cost indicator and recurring ratio may be reduced to thengxteat
GKSNB A& Fye FNNIy3IsSYSyd Ay LXLFOS 6FyR G(GKEI
and loss account) for the investing fund to receive a rebate or retrocession of charges
from the underlying AIF/UCITS;

(iv) in cases where subscription and / agdemption fees are payable by the fund in
relation to the acquisition or disposal of units in an underlying UCITS/AIF, the
monetary value of those fees shall be aggregated for the period under review and
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taken into account in the calculation of the summaryst indicator and recurring
ratio;

(v) in cases where the acquisition or disposal of units does not occur at the mid price of
the UCITS/AIF, the value of the difference between the transaction price and the mid
price shall be taken into account as transactamsts.

(m)the costs of acquiring or disposing of units in a PRIIP other than UCITS or AlFs shall be
taken into account in accordance with the following steps:

() where a fund invests in a PRIIP other than UCITS or AlFs, its summary cost indicator
and recurrirg ratios shall take account of the recurring charges incurred in the
underlying PRIIP. Its most recently available (summary cost indicator and recurring
ratio) shall be included in the calculation;

(i) the summary cost indicator (and recurring ratio) may bdueed to the extent that
GKSNBE A& lye INNIy3aSySyid Ay LXIFOS olyR (KI
and loss account) for the investing fund to receive a rebate or retrocession of charges
from the underlying PRIIP;

(i) in cases where subscripti and / or redemption fees are payable by the fund in
relation to the acquisition or disposal of units in an underlying PRIIP, the monetary
value of those fees shall be aggregated for the period under review and taken into
account in the calculation of ghsummary cost indicator and recurring ratio.

(iv) in cases where the acquisition or disposal of units does not occur at the mid price of
the underlying PRIIP, the value of the difference between the transaction price and
the mid price shall be taken into acaduas transaction costs.

(n) the costs of acquiring or disposing of units in an investment product other than a PRIIP
shall be taken into account in accordance with the following steps:

() the PRIIP manufacturer shall either use any published information thmesents a
reasonable substitute for summary cost indicator and recurring ratio or else shall
make a best estimate of its maximum level based on scrutiny of the investment
LINE RdzOG Qa4 OdzNNByYy G LINPALISOGdza FyR Y2aid NBOS

(o) operating costs (or any remuneration) under a fglgaring arrangement with a third party
to the extent that they have not been already included in another type of cost mentioned
above;

(p) earnings from efficient portfolio management techniques if they are not paio the
portfolio;

(q) implicit costs incurred by structured funds, as referred to in parags@@nd following;

(r) dividends served by the shares held in the portfolio of the funds, should the dividends not
accrue to the fund.

Incidental costs

7. Thefollowing list indicates the types of incidental costs that shall be taken into account in the
amount to be disclosed:
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8.

10.

11.

12.

13.

14.

(a) a performancerelated fee payable to the management company or any investment
adviser (including performance fees as referred to iragaaph29);

(b) carried interests (as referred to in paragraf).

Calculation of specific types of costs of investments funds

Transaction costs

As per paragraph 6(j), transaction costs incurred as a result of the acquiring and disposing of
investments shall be included in the cost disclosure in the key information document,
including direct and indirect transaction costs.

Transaction costs shatle calculated on an annualised basis, based on an average of the
transaction costs incurred by the PRIIP over the previous three years. Where the PRIIP has
been operating for less than three years, see paragraph 25.

The aggregate transaction costs foPRIIP shall be calculated as the sum of the transaction
costs (calculated as set out below) in the base currency of the PRIIP for all individual
transactions undertaken by the PRIIP in the specified period. The result is the aggregate value
of transactioncosts in the base currency of the PRIIP. It may be converted into a percentage
by dividing by the average net assets of the PRIIP over the same period.

When calculating the transaction costs incurred by the PRIIP over the previous three years,
actual transaction costs must be calculated using the methodology described below in
paragraphs 14 to@for investments in the following instruments:

(a) transferable securities as defined by Article 2 of Directive 2007/16/EC (implementing
Directive 85/611/EEC);

(b) other instruments that there are frequent opportunities to dispose of, redeem, or
otherwise realise at prices that are publicly available to market participants and that are
either market prices or prices made available, or validated, by valuation systems
independent of the issuer.

Estimates of transaction costs using the methodology described below in paragraphs 21 to 24

must be used for investments in other instruments or assets.

Where a PRIIP has a pricing mechanism that offsets the impact of dilutiortriogactions in

the PRIIP itself, the amount of benefit accruing to the ongoing holders of the PRIIP frem anti
dilution mechanisms may be deducted from the transaction costs incurred within the PRIIP
using the following methodology:

(a) The monetary amount cdny antidilution levy, or other payment in connection with a
transaction in the PRIIP itself, that is paid to the PRIIP may be subtracted from the total
transaction costs

(b) The benefit to the PRIIP of issuing units (or otherwise enabling investment ifRthe) Rt
a price other than the migbrice, or of cancelling units (or otherwise enabling redemption
of funds from the PRIIP) at a price other than theqrige, provided that the PRIIP itself
receives the benefit, shall be calculated as follows and maub#gacted from the total
transaction costs:

(i) The difference between the price of units issued and the mid price, multiplied by the
net number of units issued;

(i) The difference between the price of units cancelled and the mid price, multiplied by
the net nunber of units cancelled.

The actual transaction costs for each transaction should be calculated on the following basis:
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15.

16.

17.

18.

19.

20.

21.

22.

(a) For each purchase undertaken by the PRIIP, the price of the instrument at the time the

- oA~z

2NRSNJ (2 LIJzNOKIFaS AROUAYKOEAEGBR AdKSNWDODNRROIOHF

execution price of the transaction. The resulting value shall be multiplied by the number
of units purchased;

(b) For each sale undertaken by the PRIIP, the net realised execution price of the transaction
shall be abtracted from the price of the instrument at the time the order to sell is

AYAGAFGSR 60GKS WENNASEE LINAOSQOU® ¢KS NB&d i

sold.
The net realised execution price shall be calculated as the price at whidnatisaction is
executed, including all charges, commissions, taxes and other payments [or disbursements]
(for example antdilution levies) associated with the transaction, either directly or indirectly,
where those payments are made from the assets ef &RIIP.

The arrival price shall be calculated as the -migrket price of the investment at the time
when the order to transact is initiated. For orders that are transacted on any day that is not
the day that the order was initiated, the arrival price i@ calculated 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 initiated (for exampleecause the order has been initiated outside market opening
hours), the arrival price shall be calculated as the opening price on the day of the transaction
or, where the opening price is not available, the previous closing price.

Where the information abot the time when the order to transact is initiated is not available
(or not available to a sufficient level of accuracy) it is permissible to use the opening price of
the investment on the day of the transaction or, where the opening price is not a\ailigl
previous closing price.

Costs associated with derivatives shall be calculated in the following way:

(a) For derivatives that are standardised and where there is regular trading in the derivative
itself (for example an index future on a major equity iRjjetransaction costs shall be
calculated with reference to the derivative itself. The arrival price shall be calculated as
the mid price of the derivative;

(b) For derivatives that are customised, and where there is no price transparency or regular
trading inthe derivative itself, transaction costs shall be calculated with reference to the
underlying asset(s). The arrival price shall be calculated based on the price(s) of the
underlying assets, using appropriate weightings if there is more than one underlying
asset. Where the cost of transacting in the derivative is materially higher than the cost of
transacting in the underlying asset, this must be reflected in the transaction cost
calculation;

(c) For options and other similar derivatives, it is permissible to calculate the transaction
costs as the difference between the price paid or received for the option and the fair
value of the option, on the basis described in paragréphg7 below.

In calculating the costs associated with foreign exchange, the arrival price must reflect a

reasonable estimate of the consolidated price, and must not simply be the price available

from a single counterparty or foreign exchange platform, even if an agreemests to
undertake all foreign exchange transactions with a single counterparty.

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 tictian.

The actual costs of transactions in other assets than those defined in parabftagimall be
calculated using the methodology defined in paragraghwith the definition of arrival price
as follows:

For a sale, the arrival price shall be calcudats the previous independent valuation price of
the asset, adjusted for market movements, where appropriate, using an appropriate
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23.

24.

25.

benchmark index. Where a previous independent valuation price is not available, the
transaction costs must be estimated basewl the difference between the transaction price
and an appraisal of the fair value of the asset prior to sale

For a purchase, the arrival price shall be calculated as the previous independent valuation
price of the asset, adjusted for market movements,andappropriate, using an appropriate
benchmark index, where such a price is available. Where a previous independent valuation
price is not available, the transaction costs must be estimated based on the difference
between the transaction price and an apgsal of the fair value of the asset prior to purchase.

The cost estimate must not be less than the amount of actual identifiable costs directly
associated with the transaction.

For new PRIIPs that invest in liquid assets transactmsis are computed using the
standardised percentageén the table below.

Asset Classes Sub Asset Classes Cost %
(Bps) (***)

Liquidity Money market instruments (for the sake of 1

clarity, money markets funds not included)
Government bonds Government bonds and similar instruments 5

developed market rating AAA

Government bonds and similar instruments 8

developed market different rating below A

Government bonds emerging | Government bonds emerging markets (hard ai 50

markets (hard and soft soft currency)

currency)

Investment grade corporate | Investment grade corporate bonds 25

bonds

High yield corporate bonds High yield corporate bonds 50

(worldwide)

Shares developed markets Shares developed markets Program
trading: 4;
no program
trading: 15;

Shares emerging markets Shares emerging markets 35

Listed derivatives Listed derivatives 0,001 per
agreement

OoTC OTC Exotic options 70

OTC Plain vanilla options 20
OTC IREDS and similar 1
OTC Swaps and similar instruments (different | 20
from IRS, CDS and similar)
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OTC FX Forwards developed markets 0,5
OTC FX Forwards emerging markets 1

(***)The cost estimation reflect actual market conditions

26. The standardised costs in the table in paragraptshall be revised by the ESAs at least every
three years.

27. The transaction costs mentioned in paragraph 25 shall be calculated by multiplying Weighted
Average Transaction Costs * Portfolio Turnover RatRY®ith PTR estimated on a consistent
basiswith the investment policy disclosed in the offering documents

28. For newPRIIPghat invest in illiquid assets the manufacturer shall estimate the transaction
costs on the basisf the fair value methodisingcomparable assets.

Performance related fees

29. The calculation of performance related fees should be the following:

a) The performance fees shall be computed on the basis of historical data covering the last 5
years. The average annual performance feleall be computed in percentage terms;

b) For funds/share classes where a full performance fees history, as required under indent a)
Aa y2i I @rAtrotS 6APSd 06SOFdzaS (GKS TFdzyRkaKk
changed due to the introduction of thperformance fee or the change of one of its
parameters), the abovementioned method, shall be adjusted according to the following
steps:

1) Take the relevant available history of the performance fees of the fund/share
class;
2) For any years for which data is reotailable:

a) estimate the return of the fund/ share clasgr new funds, their return
should be estimated using the return of a comparable fund or of a peer
group. The estimated return should be gross of all the costs charged to the
new fund. Therefore paegroups” returns need to be adjusted adding the
average relevant costs charged according to the funds rules of the new
fund. For instance, in case of a new class with a different fees structure,
the returns of the existing class should be adjusted takitmy account the
costs of the new class;

b) in case of relative performance fees model, take into account the historical
series of the benchmark/hurdle rate.

3) compute the fees from the beginning of the sample period, as requsidd a)
until the date of avdability of the actual performance fees data of the fund,
applying the relevant algorithm to the abovementioned historical series;

4) concatenate both performance fees series to one series over the full sample
period as required sub a);

5) compute the performace fees accordingub amethodology (average of annual
performance fees).

Carried interests
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30. The calculation of carried interests should be the following:

a) The carried interestshall be computed on the basis of historical data covering the last 5
years.The average annual carried interests shall be computed in percentage terms;

b) For funds/share classes where a full carried interests history, as regsuited) is not
F L Aflro0ofS 0A®PSd 6SOldzaS GKS FdzyRkaKI NB Of | 2
due to the introduction of carried interests or the change of one of its parameters), the
abovementioned method, shall be adjusted according to the following steps:

1) take the relevant available history of the carried interests of the fund/ share class;

2) for ary years for which data is not available, estimate the return of the fund/
share classfor new funds, their return should be estimated using the return of a
comparable fund or of a peer group. The estimated return should be gross of all
the costs charged2t (G KS ySg FdzyRd ¢KSNBEF2NB LISSNJ
adjusted adding the average relevant costs charged according to the funds rules
of the new fund. For instance, in case of a new class with a different fees
structure, the returns of the existing da should be adjusted taking into account
the costs of the new class.

3) compute the carried interests from the beginning of the sample period, as
requiredsub a) until the date of availability of the actual carried interests data of
the fund, applying theelevant algorithm to the abovementioned historical series;

4) concatenate both carried interests series to one series over the full sample period
as required sub a);

5) compute the carried interests accordirggib amethodology (average of annual
carried interess).

I. List of costs of PRIPsther than investment funds; including structured products,
derivatives and contracts for difference (CFDs)

Definition of costs to be disclosed

Oneoff costs

31. In the context of the key information document the entry aexit costs include initial charges
or commissions or any other amount paid directly by the retail investor or deducted from a
payment received by or due to the retail investor. The -offecosts figures shall include all
types of costs borne by PRIPs atligan investment funds, whether they represent expenses
necessarily incurred in its operation, or the remuneration of any party connected with it or
providing services to it.

32. The following list is indicative but not exhaustive of the types of entry aulischarges that
shall be taken into account in the amount to be disclosed for PRIPs other than investment
funds:
(a) Sales commissions;
(b) Structuring costs, including marketaking costs (spread) and settlement costs;

SwrwLtaQ A& dzASR A y GKAA [/t AyhSy (-hsinncd dased pioBuct® W& follbw 3 dzA a K
the definition made in art 4 (1) of the PRIIPs Regulation.
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33.

34.

35.

36.

37.

(c) Hedging costs (to ensure that the manufarer is able to replicate the performance of
the derivative component of the structured productthese costs include transaction
costs)

(d) Legal fees;

(e) Costs for capital guarantee;

(H) Implicit premium paid to the issuer.

The following list is indicative butot exhaustive of the types of exit costs and charges that
shall be taken into account in the amount to be disclosed for PRIPs other than investment
funds:

(a) Proportional fees;

(b) Bidmid spread to sell the product and argxplicit costs orpenalties for earlyexit
applicable The estimationof the bidmid spreadshall be done in relation to the
availability of a secondary market, to the market conditions and the type of product. In
case the manufacturer (or a related third party) is the only available countigrpa buy
the product on the secondary market, it shall consider an estimation of the exit costs to
be added to the fair value of the product according to the internal policies

In the case of a contrador-difference (CFD), additional types of costslisha taken into

account. These costs include:

(a) Commissions charged by CFD providers (general commission or a commission on each
trade - i.e. on opening and closing a contract);

(b) Costs related to CFD trading such asdsill spreads, daily and overnight firténg costs,
account management fees and taxes which are not already included in the fair value.

Recurring Costs

Ly GKS O2yGSEG 2F GKS 1S@& AyF2N¥IFGA2Y R2O0OdzY¢
deducted from all payments due to the retailvestor or from the amount invested. The

recurring costs figure shall include all types of cost borne by the PRIPs other than investment

funds whether they represent expenses necessarily incurred in its operation, or the
remuneration of any party conneatiewith it or providing services to it.

The following list is indicative but not exhaustive of the types of recurring charge that, if they
are deducted or charged separately, shall be taken into account in the amount to be
disclosed:

(a) Costs related to coupopayments;

(b) Costs of the underlying, if any.

Calculation of implicit costs of PRIPs other than investment funds

For the purposes of the calculation of the implicit costs embedded in PRIPs, the manufacturer
shall refer to the issue price and, after tlsibscription period, to the price available to
purchase the product on a secondary market .
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38. The difference between the price and the fair value of the product is considered as an
estimation of the total entry costs included in the price.

39. Fair value is therice that would be received to sell an asset or paid to transfer a liability in an
orderly transaction in the principal (or most advantageous) market at the measurement date
under current market conditions (i.e. an exit price) regardless of whether thee 5 directly
observable or estimated using another valuation technique.

40. The fair value policy that governs the measurement of the fair value shall set a series of rules
including in the following areas:
(a) Governance;
(b) Methodology for the calculationf the fair value.

41. Such rules shall aim at outlining a valuation process that:

(a) complies with the applicable accounting standards, so that the fair value is the same as
the value of the liability that the manufacturer records on its balance sheet when the
product is sold;

(b) makes sure that internal pricing models for PRIIPs are consistent with the
methodologies, modelling and standards used by the manufacturer to value its own
portfolio under the hypothesis that the product is available for sale or heldr&aing;

(c) is consistent with the level of complexity of the product and the type of underlying;

(d) takes into account the issuer credit risk and the uncertainty about the underlying;

(e) sets the parameters to identify an active market in order to avoid risk ngisg that
could lead in extreme cases to significantly inaccurate estimates;

(f) maximizes the use of relevant observable market inputs and minimizes the use of
unobservable inputs.

42. The fair value of a structured product shall be determined on the basis of:

(a) Market prices, if available or efficiently formed,;

(b) Internal pricing models using as an input market values which are indirectly connected
to the product, derived from products with similar characteristics (comparable
approach);

(c) Internal pricing models basl on inputs which are not derived directly from market
data for which estimations and assumptions must be formulated (maketodel
approach).

43. If the fair value cannot be derived from market prices, it shall be calculated using a valuation
technique that is able to represent properly the different factors affecting the product payoff
structure making maximum use of market data.

44. A valuation technique shall consider the following according to the complexity of the product:

@UiKS dzaS 27F NB OSakat trandadfiona befwéey XioWledg¥able,
professional counterparties;

(b) reference to the current market price of another instrument that is substantially the
same;

(c) use an appropriate discounted caflbw model where the likelihood of each cash flow
isdetermined using an appropriate model of asset price evolution.
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45. In the case of subscription products, the fair value must be calculated on the date when the
product terms are determined. This valuation date shall be close to the beginning of the
subscripton period and a criterion to update cost information, in case of long offering periods
or in case of high volatility in the markets, has to be defined.

46. If preliminary terms are used, costs need to be calculated by using the minimum terms of the
product.

47. If variable subscription prices are used, a procedure on how to incorporate and disclose the
cost effect of the varying subscription price, has to be defined.

lll. List of Costs of Insurandgased investment products

Definition of costs to be disclosed

Ore-off costs

48. In the context of the key information document the entry and exit costs {@ffiecosts)
include initial charges or commissions or any other amount paid directly by the investor or
deducted from the first payment or from a limited number of pagnts due to the investor or
from a payment upon redemption or termination of the product.

49. The oneoff costs figure shall include all types of cost borne by insurdased investment
products whether they represent expenses necessarily incurred irogeration, or the
remuneration of any party connected with it or providing services to it.

50. The following list is indicative but not exhaustive of the types of entry costs and charges that
shall be taken into account in the amount to be disclosed for inmedased investment
products:

(a) structuring or marketing costs;

(b) acquisition, distribution, sales costs;

(c) processing / operating costs (including costs for the management of the insurance cover);
(d) cost part of biometric risk premiums referred to in paragr&{c);

(e) cost of holding required capital (up front part);

Recurring costs
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deducted from all payments from the investor or from the amount invested or amounts that
arenot allocated to the policyholder according to a profit sharing mechanism.

52. The recurring cost figure shall include all types of costs borne by insub@seel investment
products whether they represent expenses necessarily incurred in its operatiomjeor t
remuneration of any party connected with it or providing services to it.

53. The following list is indicative but not exhaustive of the types of recurring charge that shall be
taken into account in the amount to be disclosed:

(a) structuring or marketing costs;

(b) acquisition, distribution, sales costs;

(c) processing / operating costs (including costs for the management of insurance cover);
(d) cost part of biometric risk premiums referred to in paragraph 55(c);

(e) other administrative costs;

(f) cost of holding capital (recurm part);
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(g) Any amount implicitly charged on the amount invested such as the costs incurred for the
management of the investments of the insurance company (deposit fees, transaction
costs, costs for new investments, etc.) that are deducted from the participation bonus
(please see paragrapht®@ 28 on the calculation of transaction costs).

54. Where an insurancbased investment product invests a part of its assets in UCITS, AlFs, in a
PRIIP other than UCITS of AlFs or in an investment product other than a PRIIP paf{iraphs
6(m) and 60) shall be applied respectively.

Cost disclosure of the biometric risk premioihinsurance based investment products

55. Definition of the costs part of biometric risk premiums

(a) Biometric risk premiums are those premiums paid direttyythe investor or deducted
from the amounts credited to the mathematical provision or from the participation bonus
of the insurance policy, that are intended to cover the statistical risk of benefit payments
from insurance coverage;

(b) The fair value of bioetric risk premiums is the expected present value (according to the
interest rates referred to in paragraph 67(a)) of the future benefit payments from
insurance coverage taking into account best estimate assumptions on these benefit
payments derived from he individual risk profile of the portfolio of the individual
manufacturer and other payoffs related to insurance cover (rebates on biometric risk
premiums paid back to the policy holders, increase of benefit payments, reduction of
future premiums, etc.) esulting from profit sharing mechanisms (legal and/or
contractual). Best estimate assumptions on future benefit payments from insurance
coverage shall be set realistic. The estimated future benefit payments shall not include
prudency margins or costs fdné management of the insurance cover. For manufacturers
under the scope of Solvency Il these best estimate assumptions shall be consistent with
the respective assumptions used for the calculation of the technical provisions in the
Solvency Il balance sheet

(c) The cost part of biometric risk premiums is the difference between biometric risk
premiums charged to the investor referred to in spdragraph(a) and the fair value of
the biometric risk premiums referred to in sydaragraph(b);

(d) Instead of the cospart of biometric risk premiums referred to in paragraphs 50(d) and
53(d) the manufacturer may include the full biometric risk premiums in the-affie
respective recurring costs.

PARTD
Summary indicators

I. Summary cost indicators
Summary cost indator ¢ reduction in yield

56. The summary cost indicator (Reduction in Yield) of the PRIIP shall be the reduction of the yield
due to total costs calculated according to paragraphs 66 to 68.
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57.

58.

59.

60.

61.

62.

63.

64.

65.

For the calculation of the summary cost indicator the cost todisxlosed referred to in
paragraph 68 shall be the total costs. This shall equal for investment funds the sum of the
costs as referred to in paragraphs 1 and 2 plus the sum of the costs as referred to in
paragraphs 4, 5 and 7; for PRIPs other than investriunds, the sum of the costs as referred

to in paragraph 31 plus the sum of the costs as referred to in paragraph 35; and for insurance
based investment products, the sum of the costs as referred to in paragraphs 48 and 49 plus
the sum of the costs asferred to in paragraphs 51 and 52. The total costs shall also include
exit penalties, if relevant.

Oneoff costs and entry/ exit cost ratios

The entry and exit costs ratio of the PRIIP shall be the reduction of the annual yield due to
entry and exit cos calculated according to paragraphs 66 to 68.

For the calculation of the oneff costs and of the entry and exit costs ratio the cost to be
disclosed referred to in paragraphBB8or! Reference source not founghall for investments
funds be the oneoff, entry and exit costs according to paragraphs 1 and 2; paragraph 31 for
PRIPs other than investment funds; and paragraphs 48 and 49 for instvased investment
products. Exit costshall also include exit penalties, if relevant.

Recurring costs and portfolio transaction costs / other recurring costs ratios

For the calculation of the recurring costs, the costs to be disclosed shall be the sum of the
recurring costs amrding to paragraphs 4 and 5 for investment funds; paragraph 35 for PRIPs
other than investment funds; and paragraphs 51 and 52 for insurance based investment
products.

The portfolio transaction costs and other recurring costs ratio of the PRIIP shd#fiebe
reduction of the annual yield due to portfolio transaction costs and other recurring costs
calculated according to paragraphs 66 to 68.

For the calculation of the portfolio transaction costs ratio, the cost to be disclosed referred to
in paragraph 6Brror! Reference source not foundghall be the portfolio transaction costs
according to paragraph ® 28 for investment funds, paragraph 36(b) for PRIPs other than
investment fundsand paragraph 53(g) for insurance based investment products.

The other recurring costs ratio shall be the reduction of the annual yield due to other
recurring costs that is calculated as the difference between the summary cost indicator
according to paragph 56 and the sum of the ordf costs ratio, according to paragraph 58,
plus portfolio transaction costs ratio, according to paragraph 61, plus the incidental costs
ratio, according to paragraph 65.

Incidental costs and incidental cost ratio

For the calculation of the incidental costs, the cost to be disclosed shall be the sum of the
incidental costs according to paragraph 7 for investment funds.

For the calculation of the incidental costs ratio, the cost to be disclosed referred to in
paragrafphn 68Error! Reference source not foundshall be the portfolio incidental costs
according to paragraph 7 for investment funds.
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Calculation of reduction in yield

66. The Reduction in Yield shall be calculated as the difference between two percentages i and r
where r is the annual internal rate of return in relation to gross payments by the investor and
estimated benefit payments to the investor during the recommendettiimg period and i is
the annual internal rate of return for the respective cost free scenario.

67. The estimation of future benefit payments mentioned in the previous paragraph shall be
based on the following assumptions:

(a) The annual internal rate of return.e. the performance, of the PRIIP shall be calculated
taking into account the methodology and the underlying hypothesis used for the
estimation ofthe moderate scenario from the performance scenarios section of the key
information document;

(b) The benefit pgments shall be estimated under the assumption that all costs included in
the total costs according to paragraph 57 are deducted.

68. Calculations for the cost free scenario mentioned in the paragraph 66:

(a) For the calculation of either gross payments by the investor from the calculatiorr of
shall be reduced by theoststo be disclosed or the projected benefit payments to the
investor from the calculation of shall be increased under the assumption that the
amounts of thecoststo be disclosed had additionally been invested. Thisnthe annual
internal rate of return in relation to these adjusted payments by and to the investor.

(b) Where coststo be disclosed can be expressed as a constant percentage of the value of
the assets thy may be disregarded in the calculation described in paragé&da) and
instead be added toafterwards.

Specific requirements for insurarkased investment products:

69. For the purpose of the calculations described in the paragraphs 66 to 68stmancebased
investment products it shall be assumed that no payments resulting from insurance coverage
occur during the holding period i.e. the calculation of the reduction in yield shall be solely
based on estimated endowment benefit payments.

70. To theextent recurring and oneff costs are covered by explicit cost that are &dipart of
the premium calculation of the product the calculation of recurring and-offiecosts shall be
based on these explicibsts

71. Profit participation for insurance baseavestment products:

(@) When calculating recurring and omdf costs for insuranckased investment
products amounts retained from the investment return through profit sharing
mechanisms shall be considered as costs;

(b) Where a part otostsis returned to polig holders by separate cost bonuses this shall
be considered as a cost rebate that reduces cost deductions provided:

0] The cost bonuses are declared separately from other parts of the
participation bonus and are intended for refunding partstioé costsby the
contractual terms of the product.

(ii) The insurer can substantiate on the basis of sound actuarial methods that
expected future cost bonuses are covered by expected future profits that result
from prudent assumptions on futureosts

Specifications fathe calculation of ratios
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72. If one type of cost is covered by two or more types of costs as referred to in the present
Annex, this type of cost shall only be accounted for once in the calculation of the indicators
(ratios) which are based on it.

73. These rats shall be expressed as a percentage to two decimal places.
74. These ratios shall be calculated at least once a year.

75. These ratios shall be based on the most recent cost calculations which the manufacturer has
determined. Without prejudice to paragraph 72a0S s G KS O2ada +FNB | aasSa
AyOf dZRSRQ o6l aAaod
As for investment funds:

(a) A separate calculation shall be performed for each share class, but if the units of two
or more classes rarpari passuya single calculation may be performed for them;

(b) In the case of a fund which is an umbrella, each constituent compartment eiusab
shall be treated separately for the purpose of this Annex, but any charges attributable
to the fund as a whole shall be apportioned among all of thefsmlls on a basithat
is fair to all investors.

76. Apart from the first calculation for a new PRIIP, and if not stated otherwise, these ratios shall
be calculated at least once a year, on@&post basis. Where it is considered unsuitable to
use theexpostfigure becausef a material change, an estimate may be used instead until
reliableex-postfigures reflecting the impact of the material change become available.

77. The expost figures shall be based on recent cost calculations which the manufacturer has
determined on reasnable grounds to be appropriate for that purpose. The figures may be
oFaSR 2y GKS O2ada aSi 2dzi Ay GKS twLLtQ adl
or haltyearly report, if this is sufficiently recent; if it is not, a comparable calicudiased on
the costs charged during a more recenth®nth period shall be used instead.

78. Information about these ratios that were applicable during previous years / periods should be
published at the location which is specified in the key informatiooutieent as the general
source of further information for investors who require it.

79. Where the costs attributable to an underlying UCITS or AIF are to be taken into account:

(a) the cost indicator of each underlying UCITS or AIF isrgbeal according to the
pro;2 NIIA2y 2F GKS FdzyRQ ySi |aasSa @rFfdzsS 6K
relevant date (being the date at which the PRIIP figures are taken);

(b) all the prorated figures are added to the total cost figure of the investing PRIIP itself,
thus presenting aingle total.

Calculation methodology for new PRIIPs

80. In place ofex-postdata, estimates shall be used in the calculation of the different types of
costs. Such estimates shall be carried out by adopting as proxies either a comparable PRIIP or
a peer graip.

81. For PRIIPs which charge a fixedralusive fee, that figure shall be used (provided it includes
all costs to be presented under the PRIIPs cost disclosure requirements).

82. For PRIIPs which set a cap or maximum on the amount that can be chargedrdeicieg it
includes all costs to be presented under the PRIIPs cost disclosure requirements) where
instead that figure shall be used so long as the manufacturer gives a commitment to respect
the published figure and to absorb any costs that would othene@ese it to be exceeded.
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83.

84.

85.

86.

87.
88.

89.

90.

LTZ Ay GKS YIydzFl OGdzNBNDRE 2LIAYAR2YS SELINBA&AAYS
suggest a spurious degree of accuracy to investors, it shall be sufficient to express that figure
to one decimal place.

The manufactuer shall ensure that the accuracy of the estimated figure is kept under review.
The manufacturer shall determine when it is appropriate to begin uskjpstfigures rather

than an estimate; but in any case it shall, no later than 12 months after theasavehich the

PRIIP was first offered for sale in any Member State, review the accuracy of the estimate by
calculating a figure on agx-postbasis.

[I. Compound effect of the costs

Common requirements to all types of PRIIPs

The table mentioned in Article 8(1) of this Regulation shall contain an indication of the total

costs in monetary and percentage terms for the case that the investor invests, respectively 1

nnn € O0F2NJ Ay@SaldyYSyid TFdzyRa IZyRupt wit/a €2 GKBNN
premium insurancd A SR Ay @SaldYSyid LINRBRdzOGAOG 2NJ m nnn
insurancebased investment products) during three different holding periods, including the
recommended holding period.

Where the currency of the PIRIis not in Euros, an amount of a similar magnitude to those set
out in paragraph 85 and which is cleanly divisible by 1000 should be used.

[Deleted]

The total costs shall include omdf, recurring and incidental costs, and, if relevant, exit
penalties.

Exit penalties are to be distinguished from other exit costs which have to be paid in any case
and therefore always need to be included in the afécosts.

The relevance of exit penalties depends on the holding period of the investment and the
exact monent when the product is cashed in. Exit penalties are not relevant if the investment
is kept for the recommended holding period.
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ANNEX VII
FORMAT OF PRESENTATION OF COSTS

The RIY (Reduction in Yield) shows the impact total costs have on what yaackeThe total

costs take into account oreff, recurringand incidental costs.

The costs that are shown here are the costs of this product. There may be other costs charged to

you by the person who is either selling this product to you or advising yabi®product. They

will provide you with information about these costs, and show you the impact that all costs will

have on your investment over time.

The table shows what the costs, including potential exit penalties, could mean for different

holdingpeh 2 Ra ® ¢ KS FAIdzNBAN M A& 2ANISe @2 don Ay GBANI &k ya dzNI
figures shown are partially based on data from the past and therefore may change in the.future

Investment [€1000] If you cash in If you cash in If you cash in
after [1] year after [3] years after [5] years
(recommended)

One-off costs I I 0

+ Recurring costs I I I

+ Incidental costs 0 I 0

= Total costs 0 I 1]

RIY 1% 1% 0%

The table shows how the impact the different types of costs have on ydaget back at the
recommended holding period and what the different cost categories mean.
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