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Progress with confidence

Ms Susan Cooper

Banking, Lending and Distribution

Strategy & Competition Department

Financial Conduct Authority

25 The North Colonnade

Canary Wharf

LONDON E14 5HS

19 September 2016

Dear Ms Cooper

OAC response to Consultation Paper CP16/18 - Changes to disclosure rules in the FCA Handbook to

reflect the direct application of PRIIPs Regulation

OAC is a firm of leading actuaries and financial services consultancy experts which has been helping

companies and individuals for over 20 years.

Our skills range from key actuarial roles and actuarial consulting to governance, risk and compliance

support, and we have been delivering independent expert advice and practical solutions to the financial

services industry since 1994.

We have a number of concerns arising from the content of this Consultation Paper. Whilst we understand

the rationale for wanting to provide consumers with an appropriate degree of consumer protection, we

feel that the overall result of the introduction of KIDs may be to confuse, rather than better inform, the

consumer.

In addition, we are of the view that due to the lack of clarity on certain issues (see our responses to

selected questions), the existing timescale for the introduction of this regulation will cause problems for

many firms and they may not get it right, in spite of best endeavours.

Our responses to the specific questions within the discussion paper are noted in the attached document,

together with further relevant comments. We would be happy to discuss our comments in more detail if

this would be helpful.

Yours sincerely

Christopher Critchlow BSc FIA

Director | Consultant Actuary | christopher.critchlow@oacplc.com

Enc: Responses to selected questions in the consultation



Responses to selected questions in the consultation 

Q1:  Do you agree with the proposal to delete or amend the KFD and KFI 

disclosure requirements in COBS so they no longer apply in relation to PRIIPs for 

which a KID must be prepared?  

We agree the current disclosure requirements should be deleted or amended for 

PRIIPs. 

However, we are concerned that because the KID is calculated in a completely 

different way to the existing KFD/KFI, consumers will be confused if they receive 

two very different sets of documents (this arises because the FCA is proposing to 

amend the rules to continue to allow (but not require) firms to provide 

personalised projections, separate to the KID (which will be generic), prepared 

in accordance with its rules on projections or future performance). 

The KID proposals also prescribe the amount of premium that should be included 

in an illustration - this will cause issues for tax-exempt savings plans.  Policies 

capped by a legal requirement would need to be illustrated at a much higher 

value than would be realistic.  This we believe causes a material risk that 

consumers will be misled by the contrasting illustrations between the KFD and 

KID. 

In addition, with regard to top-ups, we understand that where a variation to an 

existing contract occurs, this will not fall within the scope of PRIIPs and therefore 

a KID will not be necessary (switches, etc).  However, it is not entirely clear to 

us exactly when a KID might be required, for example there might be 

circumstances when a premium increase for an in-force contract has to be 

effected by a new policy, possibly due to system design, or possibly to avoid the 

first policy from becoming non-qualifying. 

It would be helpful to understand what the FCA’s approach will be, and whether 

there are any issues on which it is still seeking clarification from the EU bodies. 

There are similar implications in the case of a PRIIP offering multiple investment 

options, and where the contract then is subject to a subsequent switch – would a 

switch between underlying funds be regarded as a variation or not? 

And in view of the intention to allow firms to issue optional personalised 

projections, it would be helpful to have a definitive view on whether there is a 

similar intention to allow optional KFDs. 

Q2:  Do you agree with our proposals in relation to disclosures for NURSs, in 

particular the proposal to provide firms with the option of producing either a 

NURS-KII document or KID and our proposals about the contents of the NURS-

KII document?  

No comment. 



Q3:  Do you agree with our proposals for rules and guidance concerning NURSs 

that are money-market funds or feeder funds?  

No comment. 

Q4:  Do you agree with our proposed disclosure requirements in relation to 

NURS and s272 schemes, in particular the proposal to remove the requirement 

to provide a KFD or simplified prospectus to professional clients? 

No comment. 

Q5:  Do you agree with our proposed disclosure requirements in relation to 

QISs, in particular the proposal to remove the requirement to provide a KFD to 

professional clients?  

No comment. 

Q6:  Do you agree with our proposal, regarding the disclosure rules relevant to 

AIFMs, to remove the need to provide a simplified prospectus or KFD following 

introduction of the KID?  

No comment. 

Q7:  Do you agree with our proposal to require that firms, in order to comply 

with the AIFMD where the PRIIP is an AIF, disclose AIF information in either a 

scheme prospectus or in another disclosure document, that will supplement the 

KID (or NURS-KII document)?  

No comment. 

Q8:  Do you agree with our proposed rules and guidance concerning the 

information to be provided to retail clients investing in PRIIPs that are 

unauthorised AIFs?  

No comment. 

Q9:  Do you agree with our views of how the requirements of the PRIIPs 

Regulation might apply to (a) third-country (non-EEA) manufacturers and 

distributors and (b) EEA manufacturers and distributors producing PRIIPs for, 

and/or selling PRIIPs to, third-country (non-EEA) retail clients?  

No comment. 

Q10:  Do you agree with our proposal to include guidance in the PR that refers 

to the requirements of the PRIIPs Regulation?  

No comment. 

Q11:  Do you agree with our proposal that firms can provide any necessary 

Solvency II information in a KID or in another document?  



We agree.  However, we believe that it would be better to allow the extra 

information in another associated document due to the constraints of the KID 

having to fit on to 3 pages. 

We also feel that the facility to be able to supply an associated document should 

be allowable due to the fact that there is some information that the KID will not 

require, eg for with-profit contracts which should include important information 

such as tax issues and policy qualifying aspects.  Currently such information is 

provided in a KFD. 

In this connection, if the extra information is not provided, there is a danger that 

FCA/FOS might deem in future that there had been an insufficient level of 

information supplied to a complainant at the time of purchase. 

Q12:  Do you agree with our proposals to amend the definition of ‘structured 

deposit’, to align with MiFID II, and to refer in BCOBS to the requirements of the 

PRIIPs Regulation?  

No comment. 

Q13:  Do you agree that we should clarify firms have the option to provide 

personalised projections?  

We think this whole area needs revisiting. 

We are of the view that the provision of personalised projections at best is likely 

to cause confusion and at worst mislead, because of the differences in the 

calculation methodologies used in the KID and the KFI.  We believe that firms 

will need to provide some clear explanation of the differences, and we are of the 

view that specific advice/information from the regulator on how this might be 

achieved is vital. 

Q14:  Do you agree that firms should ensure their disclosure documents use 

colours that can be printed or photocopied in black and white without 

diminishing comprehensibility?  

We agree. 

Q15:  Do you have any comments on the consequential amendments proposed 

or the proposal to modify the COBS general application rule?  

It would be preferable for the regulator to identify those specific provisions that 

are ‘contrary to the UK’s obligations in respect of the PRIIPs Regulation’ rather 

than leaving it for firms to judge.   

Q16:  Do you have any comments on our CBA?  

No comment. 

Q17:  Do you have any comments on the compatibility statement?  



We are of the view that including in the scope of the PRIIPs regulation those 

Holloway products for which the regulator provided an early concession due to 

the low level of investment content, will cause firms who supply those contracts 

to be at a disadvantage regarding preparation for the forthcoming regulation, as 

they will probably have been expecting not to have to comply. 


