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This briefing has been prepared to support ECON’s work on scrutiny of the Delegated Regulation
amending the RTS laid down in Commission Delegated Regulation (EU) 2017/653 on Key Information
Documents (KIDs) as foreseen by Regulation (EU) No 1286/2014 on Packaged Retail and Insurance-based
Investment Products (PRIIPs Regulation)1. The Delegated Regulation was adopted by the Commission on
7 September 2021 together with two quick fix amendments of the PRIIPs Regulation and the Directive
2009/65/EC on Undertakings for Collective Investments in Transferable Securities (UCITS Directive)2.

IN BRIEF

At the core of the retail investment market, packaged retail investment and insurance products (PRIIPs)
cover a wide range of investment products which, taken together, make up a market worth up to EUR10
trillion in Europe. Despite their potential benefits for retail investors, the information available when buying
these products can be very complex and difficult to compare with other investment products. To avoid
conflicts of interest at the expense of retail investors, the EU has adopted a regulation in 2014 which requires
that PRIIPs manufacturers draw up ‘Key Information Documents’ (KIDs) for these products (Article 8) to be
revised on a regular basis (Article 10) and provided in good time to retail investors (Article 13).

In order to ensure a consistent application by competent authorities and market participants of these
provisions, the European Supervisory Authorities (ESAs) were mandated to jointly develop Regulatory
Technical Standards (RTS), which were then adopted by the Commission under the Delegated Regulation
(EU) 2017/653. Building on the experience gained during the first years of application of the Delegated
Regulation, the Commission is now amending this Delegated Regulation to warrant that retail investors are
provided with appropriate information across the different types of PRIIPs.

The revision of the KID requirements, under this amending Delegated Regulation, is accompanied by two
legislative quick fixes of the PRIIPs Regulation and the UCITS Directive. In order to ensure continuity in the
implementation of the PRIIPs legislative framework, the Commission notably proposes through these
targeted amendments to synchronise the application dates and avoid duplicate pre-contractual disclosures.

1 Regulation (EU) No 1286/2014 of the European Parliament and of the Council of 26 November 2014 on key information documents
for packaged retail and insurance-based investment products (PRIIPs).
2 Directive 2009/65/EC of the European Parliament and of the Council of 13 July 2009 on the coordination of laws, regulations and
administrative provisions relating to undertakings for collective investment in transferable securities (UCITS).
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ITEM FOR DISCUSSION:

 COMMISSION DELEGATED REGULATION (EU) …/... of 7.9.2021 amending the
regulatory technical standards laid down in Commission Delegated Regulation (EU)
2017/653 as regards the underpinning methodology and presentation of
performance scenarios, the presentation of costs and the methodology for the
calculation of summary cost indicators, the presentation and content of information
on past performance and the presentation of costs by packaged retail and
insurance-based investment products (PRIIPs) offering a range of options for
investment and alignment of the transitional arrangement for PRIIP manufacturers
offering units of funds referred to in Article 32 of Regulation (EU) No 1286/2014 of
the European Parliament and of the Council as underlying investment options with
the prolonged transitional arrangement laid down in that Article, and the
corresponding Annex.

I. Background

The Regulation on PRIIPs mandated the Commission to adopt four Delegated Regulations listed in
the table below.

Table 1: Overview of PRIIPs DAs

3 Deadlines for ESAs to submit those draft regulatory technical standards to the Commission.

DA subject and legal basis
Submission

deadline
COM planning/
OJ publication

Regulatory technical standards with regard to the
presentation, content, review and revision of key
information documents and the conditions for
fulfilling the requirement to provide such documents,
Art. 8(5), 10(2) and 13(5) PRIIPs Regulation

31.03.2015 (for
Art 8(5))

31.12.2015 (for
Art. 10(2) and

13(5)3

8.03.2017

Criteria and factors for the purposes of EIOPA
temporary product intervention powers, Art. 16(8)
PRIIPs Regulation

30.12.2017 29.10.2016

Criteria and factors to be taken into account by
competent authorities for the purposes of insurance-
based investment product intervention powers, Art.
17(7) PRIIPs Regulation

30.12.2017 29.10.2016

Details of the procedures used to establish whether a
PRIIP targets specific environmental or social
objectives, Art. 8(4) PRIIPs Regulation

30.12.2017
n.a.

(See ESAs Joint Technical
Advice to COM)
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In June 2016, the Commission adopted the Commission Delegated Regulation (C(2016)03999)
supplementing the Articles 8(5), 10(2) and 13(5) of the PRIIPs Regulation by laying down RTS with
regard to the presentation, content, review and revision of KIDs and the conditions for fulfilling the
requirement to provide such documents. The Delegated Act was however objected by the ECON
Committee and the Parliament’s plenary in September 2016. ECON Members unanimously
called for changes to the legislation that contained misleading and flawed methodologies for
predicting investment performance. Approximately one year later, in March 2017, the Commission
adopted a new Delegated Regulation addressing the concerns expressed by the European
Parliament.

A. Legal basis

This Delegated Regulation (EU) 2017/653 is based on the draft Regulatory Technical Standards (RTS)
developed jointly by the ESAs, namely the European Banking Authority (EBA), the European
Authority for Insurance and Occupational Pensions (EIOPA) and the European Securities and
markets Authority (ESMA). When drafting the draft RTS, the ESAs have taken into account the various
types of PRIIPs, the differences between them and the capabilities of retail investors. To ensure a
consistent application of the PRIIPs KID, the present Delegated Regulation is founded in the
following complementary articles:

 Article 8 lists the information to be contained in the KID to understand the nature, risks,
costs, potential gains and losses of an investment product. This information not only helps
private investors better understand the product they are buying, but also allows a
transparent comparison of investment products. While PRIIPs manufacturers must draw up
KIDs before making investment products available, sellers and advisors are obliged to
provide the KIDs to private investors in good time before they buy these products. In
paragraph 5, the Commission is requested to develop the presentation and the content of
the KID, including methodologies for the presentation of risk and reward and for the
calculation of costs;

 Article 10 requires a regular revision of the information contained in the KID by PRIIPs
manufacturers. According to paragraph 2, the Commission must elaborate further the
circumstances under which a KID must be reviewed, revised and published; and

 Article 13 ensures that a person advising on, or selling, a PRIIP provides retail investors with
the KID in good time before those retail investors are bound by any contract or offer relating
to that PRIIP. As provided for by paragraph 5, the Commission needs to further detail the
conditions for fulfilling the requirement to provide the KID in good time to the retail
investor.

B. Consistency with the UCITS Directive

Another important aspect of the PRIIPs Regulation influencing the implementation of KIDs is Article
32 thereof. Linking to the Directive 2009/65/EC dealing with Undertakings for Collective
Investments in Transferable Securities (UCITS), this article provides a transitional arrangement for
UCITS and non-UCITS funds. More specifically, management companies, investment companies and
persons advising on, or selling, units of UCITS and non-UCITS are temporarily exempted from the
PRIIPs obligations, including the requirement to provide retail investors with a KID. Yet, in
accordance with Article 33 of the PRIIPs Regulation, the Commission and the ESAs have to assess
whether the provisions on key investor information in the UCITS Directive might be replaced by the
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PRIIPs KID, in view of sound standards for consumer protection including comparisons between
financial products. In accordance with the Commission’s quick fix proposals for the PRIIPs Regulation
and UCITS Directive, this arrangement provisionally applies until 31 December 2021.

II. Context

The first years of implementation of the Delegated Regulation (EU) 2017/653 highlighted certain
inconsistencies in the preparation and usability of PRIIPs KIDs. In particular, the following regulatory
issues were identified in two domains:

 Performance:
o The sustained period of positive market performance led to misleading

performance scenarios in KIDs with an overly positive outlook for potential future
returns;

o In addition to performance scenarios, private investors missed observations on past
performance in given market circumstances, notably the occurrence of volatility in
the returns of linear PRIIPs and underlying investment options.

 Costs:
o Retail investors lacked understanding of the relevance of different types of cost

structures of diverse PRIIPs to their individual circumstances;
o In conjunction, retail investors had difficulties to correctly compare different types

of PRIIPs with regard to total costs.
o Practical challenges when applying existing rules on transaction costs led to

appearance of negative transaction costs that risked confusing retail investors.

Furthermore, a revision of the Delegated Regulation was necessary in light of the official end of the
‘transitional arrangement’ for UCITS and non-UCITS funds in December 2021. With the current
temporary exemption, retail investors could end up receiving two different information sheets
depending on the type of investment fund product. This rendered difficult the comparison of
products, especially on risks or costs, for investors.

To tackle these problems, the ESAs were tasked to identify the necessary regulatory adjustments for
an efficient application of the PRIIPs KID. From October 2019 to January 2020, they therefore
launched a public Consultation on potential amendments to the Delegated Regulation. Building on
the 100 responses received as well as consumer testing studies4, a draft Final Report on the outcome
of the review was prepared by the ESAs and delivered to the European Commission on 20 July 2020.
The Final Report is considered a draft as it did not receive the support of a qualified majority at the
EIOPA Board. In fact, some national competent authorities called for a broader review of the PRIIPs
Regulation itself (level 1) and for a more comprehensive analysis of certain issues related to the
comparability of similar investment products.

Following this preparatory work, the Commission invited, on 18 December 2020, the ESAs to submit
the amended RTS within a period of six weeks. This urgency was due to the fact that urgent
amendments to the Delegated Regulation were needed to ensure its appropriate application to

4 Consumer testing study of the possible new format and content of for retail disclosures of packaged retail
and insurance-based investment products, published on 10 November 2015; and Consumer testing services -
Retail investors’ preferred option regarding performance scenarios and past performance information within
the Key Information Document under the PRIIPs framework, published on 27 February 2020.
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UCITS and non-UCITS funds as of January 2022. Yet, in this letter, the Commission5 also
acknowledged the requests within EIOPA’s board for a more holistic assessment of PRIIPs KID in
relation to other sectoral legislation such as insurance. As a result, the Commission has launched a
cross-sectoral study on Disclosure, Inducements and Suitability Rules for Retail Investors to be ready
by the end of 2021. This study will review the PRIIPs Regulation within the broader retail investment
strategy due in the first half of 2022, including:

 how to achieve better alignment between PRIIPs, IDD and MiFID II regarding provisions on
costs disclosure;

 the scope of products as foreseen by the PRIIPs Regulation;

 how to ensure that the KID contains the key information necessary for retail investors while
avoiding too much or too complex information for these investors;

 how to allow the creation a digitalised KID allowing layered information and reviewing the
default paper basis of the KID, taking into account the specific challenges for different types
of products (e.g. multi-option products (MOPs));

 the need for a more tailored approach, such as for MOPs, in order to maximise
understanding and use of the information, while continuing to allow for comparability of
similar products.

The draft RTS were submitted to the Commission by the ESAs on 3 February 2021. Even if EIOPA’s
Board approved the draft RTS, some national competent authorities continued to express
reservations6. Acting in view of their competence to propose amendments where appropriate7, the
ESAs have also made recommendations for targeted amendments to the level 1 PRIIPs Regulation
to ensure the correct understanding of KIDs by retail investors.

III. Content

With this amending Delegated Regulation and the two quick fixes, the PRIIPs KID will become the
only document of its kind covering a wider range of retail investment products types, including
investment funds, life-insurance investment products and structured products. For this reason, the
Delegated Regulation intends to simplify and clarify the rules for the elaboration and usability of
KIDs. As such, Article 1(14) replaces the KID template in Annex I to Delegated Regulation (EU)
2017/653 by adding, notably, information on authorisation and a heading for the term or maturity
of the PRIIP. Concerning risk, Annex II on ‘Methodology for the presentation of risk’ and Annex III on
‘On presentation of summary risk indicator (SRI)’ are amended by Articles 1(15) and 1(16) respectively.

5 On 29 January 2021, a second letter was also sent by the Director-General of DG FISMA, John Berrigan, to EIOPA in order
to further detail the reasons for a broader review of the PRIIPs Regulation.
6 https://www.eiopa.europa.eu/document-library/letter/esas-letter-commissioner-mairead-mcguinness-
priips_en
7 Article 29(1)(d) of Regulation (EU) No 1094/2010 of the European Parliament and of the Council of 24 November 2010
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. 48-83; Article 29(1)(d)
of Regulation (EU) No 1095/2010 of the European 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 –119; and Article 29(1)(d) of Regulation (EU) No
1093/2010 of the European Parliament and of the Council of 24 November 2010 establishing a European Supervisory
Authority (European Banking Authority), amending Decision No 716/2009/EC and repealing Commission Decision
2009/78/EC, OJ L 331, 15.12.2010, p. 12–47.
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In relation with the technical issues listed above, the revised RTS includes changes in the following
three main areas:

1. Performance

o Article 1(11), 1(17), 1(18): The Delegated Regulation changes the methodologies
for performance scenarios for more appropriate expectations about potential
returns on investment. The amended statistical methods minimise pro-cyclical
outcomes by capturing longer periods with both positive and negative growth.
Moreover, the presentation of performance scenarios includes more prominent
warnings on the assumptions used.

o Article 1(9), 1(12), 1(21): Concerning past performance, the Delegated Regulation
introduces new standards for certain types of UCITS, alternative investment funds
(AIFs) and insurance-based investment products to be included in a standardised
and comparable format. In particular, it introduces a section in the KID containing
cross-references to separate documents or websites with past performance
information.

2. Cost

o Article 1(9), 1(19), 1(20): To better compare different types of PRIIPs, the Delegated
Regulation revises summary cost indicators, as well as the description of the main
cost elements, especially for PRIIPs offering a range of investment options. In
parallel, the indicators for individual cost elements are aligned with other Union
financial disclosure legislation, such as the Markets in Financial Instruments
Directive (MiFID) and the Insurance Distribution Directive (IDD), to facilitate advising
on and selling PRIIPs.

o Article 1(3), 1(19): The Delegated Regulation modifies the methodology
underpinning the calculation of transaction costs with a more differentiated and
proportionate approach that better takes into account economic features of certain
asset classes and eliminates market movements with enough statistical certainty.

o Article 1(5), 1(6), 1(7): The rules on costs for insurance investments offering a range
of options for investment (MOPs) are amended to ensure more clarity and
usefulness to identify the product’s full cost implications.

3. End of the transitional arrangement for UCITS and non-UCITS funds

o Article 1(1), 1(2), 1(4), 1(8), 1(9), 1(10), 1(13): To provide those investment funds
with a consistent transitional legal regime, the Delegated Regulation adapts existing
provisions and incorporates new rules to be met by UCITS investment products in
the PRIIPs KID.

Articulation with the Level 1 ‘Quick fixes’ proposals on PRIIPs and UCITS

Prior to the adoption of the Delegated Regulation, the Commission adopted in July 2021 two 'quick
fix' legislative proposals amending the PRIIPs Regulation and the UCITS Directive. Even if
procedurally speaking, these level 1 proposals are separate from the level 2 Delegated Regulation,
the connection in terms of substance between the three legislative acts is strong:
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 Alignment of the application dates: Given the time needed to implement those
amendments and to reduce legal uncertainty, the Delegated Regulation is scheduled to
apply from 1 July 2022. As a consequence, the PRIIPs quick fix extends by 6 months (i.e.
30 June 2022) the exemption for UCITS funds to coincide with the entering into force of the
amending Delegated Regulation.

 Avoid duplication of disclosure documents: the PRIIPs quick fix allows manufacturers of
PRIIPs that offer investment funds as the only underlying investment options, or alongside
other investment options, to continue using, for the purposes of drawing up PRIIPs KID,
UCITS ‘key investor information’ documents. Reversely, the UCITS quick fix clarifies that if
UCITS already draw up, provide, revise and translate KIDs, the requirements on ‘key investor
information’ are consequently satisfied. As such, investors will not receive two pre-
contractual disclosure documents i.e. the PRIIPs KIDs and the UCITS ‘key investor
information’ document.

IV. State of play

On 7 September 2021, the College of Commissioners officially adopted the present Delegated Act
and submitted it to the co-legislators for scrutiny.

A. Procedure

Under Article 290 TFEU, the Parliament may object to the delegated act, but cannot amend it. The
deadline for the European Parliament and the Council to object is three months from the date of
notification with the possibility to be extended by three months at the initiative of the European
Parliament or of the Council. Following the adoption, should no objection be made, the delegated
act is planned to apply from 1 July 2022.

The two quick fixes are currently being treated by the ECON Committee under the simplified
procedure (Rule 52 RoP). Amendments have been circulated to ECON Members for their
consideration modifying the Level 1 proposals with regard to (a) extending exemption for UCITS by
the 12 month extension instead of 6 months, and (b) modifying other provisions which were found
to give perverse results as regards projected investment performance. If these amendments are
adopted by the co-legislators, and as specifically affirmed in those amendments, the entry into
application of the Delegated Regulation should be extended accordingly. As a result, the
Commission will have to amend the Delegated Regulation accordingly, which might trigger a new
scrutiny period for objection of three months.

B. Next steps

Following the entering into force of the Delegated Regulation, the ESAs will consider the need for
Level 3 guidance, such as Questions and Answers (Q&A), in order to clarify the application of the
proposed rules by market participants.

As part of the upcoming retail investment strategy in 2022, the Commission will perform a thorough
analysis of the broader review of the PRIIPs Regulation to ensure that retail investors can take full
advantage of capital markets and that rules are coherent across legal instruments. In this exercise,
the Commission notably intends to launch a public consultation in the end of April 2022 by DG
FISMA.
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