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 Direction
To:

[] (the “firm”)

Ref:

[]

Of:

[]

Date: 
 
[] 

Handbook Versions as in force at the date of this Direction
Power

1.
This Direction is given by the FSA under section 148 of the Act.

Duration

2.
(1) This Direction takes effect on []. 


(2) This Direction ends on 30 June 2014.
Rule modified 

3. The FSA directs that the rules listed below apply to the firm with the modifications shown. The modifications are subject to the conditions set out in paragraph 8.  
4. For the purpose of this modification, a document that is, under the rules as amended, equivalent to a key investor information document for non-UCITS retail schemes, will be referred to as a NURS-KII document and a non-UCITS retail scheme for which the authorised fund manager has opted to provide a NURS-KII document will be referred to as a KII-compliant NURS.  
5. In the table below, underlining indicates new text and striking through indicates deleted text.
	Rule
	Modification

	COBS 6.4.3R(4)


	The rule is amended as follows:

Disclosure of commission (or equivalent) for packaged products

…

(4) This rule does not apply if: 

         …

(c)  the firm provides the client with a key features document, a simplified prospectus, a key investor information document, or an EEA key investor information document or a NURS-KII document, in accordance with COBS 14, provided that the firm discloses to the client the actual amount or value of commission or equivalent within five business days of effecting the transaction: 

…

	COBS 13.1.3R

	The rule is amended as follows:

Exceptions
13.1.3R  A firm is not required to prepare: 

…

(2)  a key features document for: 

…

(c)  a unit in a key features scheme, if it prepares a simplified prospectus, or a NURS-KII document, or the information appears with due prominence in another document, instead; 
        …
(3) a key features illustration:

…
(d) for a unit in a  key features scheme if it prepares a NURS-KII document; or
…



	COBS 14.2.1 R


	The rule is amended as follows:

The provision rules

14.2.1R  A firm that sells
(1) a packaged product to a retail client, must provide a key features document and a key features illustration to that client (unless the packaged product is a unit in a UCITS scheme, KII-compliant NURS, simplified prospectus scheme or an EEA UCITS scheme which is a recognised scheme); 

…

(5A) : a unit in a KII-compliant NURS to a client, must
(a) if the client is a retail client, provide a copy of the scheme’s NURS-KII document to that client and (unless already provided) the information required by COBS 13.3.1R (2)(General requirements) and, if that client is present in the EEA, the information required by COBS 14.2.1R (5)(a) and (b);
(b) in all other cases, offer the scheme’s NURS-KII document to that client.

…


	COBS 14.2.1A R


	The rule is amended as follows:

14.2.1A R
(1) This rule applies to an authorised fund manager of a UCITS scheme or a KII-compliant NURS that is either an authorised unit trust or an ICVC, and an ICVC that is a UCITS scheme or a KII-compliant NURS. 

(2) An authorised fund manager and an ICVC in (1) that sells units in a UCITS scheme or a KII-compliant NURS directly, or through another natural or legal person who acts on its behalf and under its full and unconditional responsibility, must ensure that investors are provided with the key investor information document or NURS-KII document for the scheme.

(3) An authorised fund manager and an ICVC in (1) that does not sell units in a UCITS scheme or a KII-compliant NURS directly, or through another natural or legal person who acts on its behalf and under its full and unconditional responsibility, must ensure that the key investor information document or NURS-KII document for the scheme is provided on request to product manufacturers and intermediaries selling, or advising investors on, potential investments in those UCITS schemes or KII-compliant NURS or in products offering exposure to them.

(4) The key investor information document or NURS-KII document must be provided to investors free of charge.

(5) An authorised fund manager and an ICVC in (1) may, instead of providing the key investor information document or NURS-KII document to investors in paper copy, in accordance with (2), provide it in a durable medium other than paper or by means of a website that meets the website conditions, in which case the authorised fund manager and the ICVC must:
(a) deliver a paper copy of the key investor information document or NURS-KII document to the investor on request and free of charge; and

(b) make available an up to date version of the key investor information document or NURS-KII document to investors on the website of the ICVC or authorised fund manager.



	COBS 14.2.7 R


	The rule is amended as follows:

Exception to the provision rules: key features documents and key features illustrations

A firm is not required to provide a key features document or a key features illustration for:
(1) a key features scheme if it provides a simplified prospectus or NURS-KII document instead;

…



	COBS 14.2.9R
	The rule is amended as follows:

Exception to the provision rules: key features documents, key features illustrations, simplified prospectuses, and key investor information documents and NURS-KII documents

14.2.9R
A firm is not required to provide a key features document, a key features illustration, or a simplified prospectus or a NURS-KII document for a key features scheme, or simplified prospectus scheme or KII-compliant NURS if:

...

(3) the sale is arranged or personally recommended by an investment manager and the client has agreed that a key features document, or simplified prospectus or NURS-KII document is not required; or



	COBS 14.2.9A R
	The rule is amended as follows:

14.2.9A R 
For the purposes of the provision rules in relation to a key investor information document or (in respect of paragraph (1) only) a NURS-KII document, a firm :
(1) may satisfy the requirement to provide the document to the investor by providing it to a person who has written authority to make investment decisions on that investor’s behalf; and
 ...


	COBS 14.2.14 R
	 The rule is amended as follows:

The timing rules

14.2.14 R

When the rules in this section require a firm to:

(1) offer a simplified prospectus or a NURS-KII document to a client, that document must be offered free of charge before the conclusion of the contract; or

(2) provide a key features document, a simplified prospectus, a NURS-KII document or any other document or information to a client, the document or information must be provided free of charge and in good time before the firm carries on the relevant business; or

(3) ...


	COBS 14.3.11A R

	The following rule is inserted:
Information about non-UCITS retail schemes 
14.3.11A R 

If a firm provides a client with a NURS-KII document that meets the requirements of COLL 4.7.1AR and the KII Regulation as amended by this Direction it will have provided appropriate information for the purpose of the requirement to disclose information on:
(1)  designated investments and investment strategies (COBS 2.2.1 R (1)(b)); and 

(2)  costs and associated charges (COBS 2.2.1 R (1)(d) and COBS 6.1.9 R)
in relation to the costs and associated charges in respect of the KII-compliant NURS itself, including the exit and entry commissions.



	COLL 4.5.5R


	The rule is amended as follows:

Contents of a short report 
COLL 4.5.5R

1 …

(a)…

(iv) in the case of a UCITS scheme or a KII-compliant NURS that does not have a significant exposure to immovables, the figure for the risk and reward indicator disclosed in its most recent key investor information document or NURS-KII document and any changes to that figure that have taken place during that period; and

…



	COLL 4.5.9R


	The rule is amended as follows:

Authorised fund manager’s report

4.5.9 R 

 …

(9A) in the case of a UCITS scheme or a KII-compliant NURS that does not have a significant exposure to immovables, the figure for the synthetic risk and reward indicator disclosed in its most up to date key investor information document or NURS-KII document and any changes to that figure that have taken place during the period; 



	COLL 4.7.1R


	The rule is amended to read as follows:

4.7 Key investor information and other marketing literature 

Application

4.7.1 R ...
4.7.1A R

This section applies to an ICVC, an authorised fund manager of an AUT or ICVC and any other director of an ICVC where, in each case, the AUT or ICVC is a KII-compliant NURS, as if:

(a) references to the key investor information document were references to the NURS-KII document;

(b) references to a UCITS scheme were references to the NURS;

(c) references to a feeder UCITS were references to a feeder NURS; and

(d) references to a master UCITS were references to a qualifying master scheme, 


and for this purpose, all persons subject to this rule must comply with the KII Regulation as modified by this Direction as if its provisions applied to such persons.




Conditions
6. This modification is granted on the following conditions:
a. the contents of the short report for a KII-compliant NURS must contain the ongoing charges figure rather than the total expense ratio; 

b. an authorised fund manager of a non-UCITS retail scheme opting to use this modification must ensure that the document produced complies in content and form with the key investor information document requirements as set out in COLL 4.7, except that the guidance in COLL 4.7.6G(2) is not applicable. The NURS-KII document should also comply with the KII Regulation (Commission Regulation 583/2010/EU, reproduced at COLL Appendix 1EU) and the relevant CESR or ESMA Guidelines applicable to collective investment schemes established as UCITS as if they applied to the non-UCITS retail scheme, except where amended as below: 

i. the title “Non-UCITS retail scheme Key Investor Information” must appear prominently at the top of the first page of the NURS-KII document; 

ii. the “Risk and reward profile” section of the NURS-KII document must not contain a synthetic risk and reward indicator for a scheme having a significant exposure to immovables permitted under COLL 5.6.18R, whereby significant exposure shall be understood as at least 20% in value of the scheme property. Such a scheme must instead include a full narrative disclosure of risks that are materially relevant to the fund within that section of the NURS-KII document. This will also apply to a NURS-KII document for a feeder NURS whose qualifying master scheme has the significant exposure to immovables permitted under COLL 5.6.18R.
iii. the “Practical information” section of the NURS-KII document must not contain the following statement: 
‘[Name of investment company or management company] may be held liable solely on the basis of any statement contained in this document that is misleading, inaccurate or inconsistent with the relevant parts of the prospectus for the UCITS’;
iv. the statement required by Article 34 (2)(a) may substitute, for a qualifying master scheme which does not issue a key investor information document, details of the nearest equivalent document.
c. the AFM shall ensure that any intermediary which is selling units in the relevant NURS has access to the necessary documents as required and as modified by this Direction. The AFM should endeavour to ensure that any agent acting on their behalf complies with all the information provision requirements in this modification. 
Interpretation

7. Interpretative provisions (including definitions) of the Handbook apply to this Direction in the same way as they apply to the Handbook. 
8. Handbook guidance relating to the rules modified in this Direction is to be interpreted using a purposive approach, taking into account the modification in accordance with GEN 2.2.1R. In the FSA's view this will mean that the guidance set out in the table below should be interpreted with the following amendments:

	Guidance
	The guidance should be interpreted as follows:



	COBS 14.2.10G
	(1) Although a firm is not always required to provide to a client with a simplified prospectus (COBS 14.2.9R) or NURS-KII document (COBS 14.2.9R & 14.2.9AR), the obligation to offer to the client the prospectus (COBS 14.2.1R (5)) or NURS-KII document (COBS 14.2.1R (5A)(b) and (8)(b)) remains.


	COBS 14.3.7 G


	Providing a key features document, key investor information document, EEA key investor information document, NURS-KII document or simplified prospectus may satisfy the requirements of the rules in this section. 


	COBS 14.3.12 G


	A key investor information document and EEA key investor information document or a NURS-KII document provide sufficient information in relation to the costs and associated charges in respect of the UCITS or KII-compliant NURS itself.  However, a firm distributing units in a UCITS or KII-compliant NURS should also inform a client about all of the other costs and associated charges related to the provision of its services in relation to units in the UCITS or KII-compliant NURS.
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