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Introduction

Background and objectives

The Directive (EU) 2009/65/EC (the “UCITS Directive”) was transposed into Irish law by
S.I.No. 352/2011 (the “UCITS Regulations”) and provides the legislative basis for the
authorisation and regulation of Undertakings for Collective Investment in Transferable
Securities (UCITS) in Ireland. The Central Bank of Ireland (the “Central Bank”) is
responsible for the regulation and supervision of UCITS in Ireland. The Central Bank
(Supervision and Enforcement) Act 2013 (Section 48(1)) (Undertakings for Collective
Investment in Transferable Securities) Regulations 2019 (the “Central Bank UCITS
Regulations”) supplement the statutory instrument and set out additional regulatory
requirements and conditions imposed by the Central Bank on Irish domiciled UCITS,

UCITS management companies and depositaries of UCITS.

On 15 April 2024, the Directive (EU) 2024/927 (the “Amending Directive”) entered into
force. The Amending Directive amends the UCITS Directive. It is now proposed to repeal
and replace the current Central Bank UCITS Regulations to ensure alignment of the
domestic regulatory framework with the revised European rules which will be transposed
into the UCITS Regulations by the Department of Finance, and make a number of

additional amendments to update the framework as set out in this Consultation Paper.

Summary

The proposed repeal and replacement of the Central Bank UCITS Regulations will:
i. ensurethe domestic UCITS regulatory framework is aligned with the revised
European UCITS framework;

ii. update the domestic framework by incorporating outstanding updates from
previous consultations, clarifying certain provisions, incorporating certain Q&As
and guidance and removing out of date provisions; and

iii.  change existing domestic rules in relation to performance fees for UCITS and
certain kinds of Retail Investor AlFs and rules in relation to the operation of

redemption gates for UCITS.

Back to “Contents”




Consultation Paper 161 | Central Bank of Ireland | page 6

Updating performance fee rules and permitting entities other than the depositary
to verify the calculation of the performance fee

UCITS are subject to specific rules regarding the charging and calculation of performance
fees to ensure investor protection, transparency and fair treatment. Performance fees for
Irish domiciled UCITS are governed by both the UCITS Regulations and the Central Bank’s
Guidance on performance fees for UCITS and certain types of Retail Investor AlFs (the

“Central Bank Guidance on performance fees”).

The Central Bank Guidance on performance fees was published in 2021 and clarified the
Central Bank’s expectations in relation to performance fees charged by Irish-domiciled
funds following publication of the ESMA Guidelines on performance fees in UCITS and
certain types of AlFs?! (the “ESMA Guidelines on performance fees”). Due to legislative
constraints contained in the Central Bank UCITS Regulations, certain aspects of the
ESMA Guidelines on performance fees were not fully implemented, including:
e the possibility of a performance reference period that is less than the whole life of
the fund for certain fee models;
e fulcrum fee models or other models which provide for a symmetrical fee structure;
and
e crystallisation of performance fees more frequently than annually for HWM or
HoH models that have a performance reference period of the life of the fund that
cannot be reset, and fulcrum fee models or other models which provide for a

symmetrical fee structure.

In the Feedback Statement to Consultation Paper 134, the Central Bank indicated it
would consider removing the legislative constraints in its next review of the Central Bank

UCITS Regulations.

It is now proposed to remove the relevant legislative constraints contained in the Central
Bank UCITS Regulations and bring Central Bank’s approach to performance fees in line

with the ESMA Guidelines on performance fees. This will permit:

1ESMA Guidelines on performance fees in UCITS and certain types of AlFs.
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e aperformance reference period of less than the whole life of the UCITS for HWM
or HoH fee models or where the fund employs a performance fee based on a
benchmark index, subject to a minimum of 5 years;

e the adoption of fulcrum fee models and other models which provide for a
symmetrical fee structure which can be adjusted up or down depending on relative
performance of the UCITS to a benchmark;

e crystallisation more than once a year where a UCITS employs HWM or HoH fee
model provided the performance reference period is equal to the life of the fund
and cannot be reset, or fulcrum fees and other models which provide for a

symmetrical fee structure.

It is also proposed to update the Central Bank Guidance on performance fees (see
Appendix) to align the Central Bank’s approach to performance fees with the ESMA

Guidelines.

In the Feedback Statement to Consultation Paper 134, the Central Bank also committed
to consulting on whether entities other than the depositary might perform function of
verifying the calculation of the performance fee. The Central Bank is now consulting on
whether it is appropriate to permit an entity other than the depositary to perform the

function of verifying the calculation of the performance fee.

Redemption gates

The Central Bank is proposing to remove the requirement that a responsible person
cannot impose a redemption gate on any dealing day unless the total requests for
redemption exceed at least 10% of the total number of units of UCITS or at least 10% of
the net asset value of the UCITS. Primary responsibility for liquidity risk management
remains with the responsible person of the UCITS and the Central Bank is proposing to
remove this restriction in order to enable the responsible person sufficient discretion to
impose a redemption gate at a level they have determined is appropriate subject to
compliance with the general UCITS framework. This amendment ensures the Central
Bank’s domestic approach to Liquidity Management Tools (LMTs) and their usage is

consistent with the new provisions on LMTs set out in the European framework.
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Other amendments

e New section on residency requirements for Directors and Designated
Persons
The current residency requirements for Directors and Designated Persons for rated firms
rated “low” will be retained as a minimum requirement for all management companies,
with the discretion for the Central Bank to provide for additional residency requirements

at the point of authorisation.

¢ Introduction of new regulations on LMTs and differentiation of certain

charges and activities from harmonised LMT fees and activities

The UCITS Regulations will introduce new rules on LMTs equivalent to those set out in
the Amending Directive, which will be aimed at ensuring a more effective response by
fund managers to liquidity stress. Investment funds utilise LMTs to ensure they can meet
redemption requests and manage the impacts of market instability. The new rules will be
aimed at ensuring a more effective response by fund managers to liquidity stress by
increasing the availability of LMTs across the EU, to ensure consistent application and

investor protection.

Harmonised descriptions of certain LMTs will be set out in the UCITS Regulations
transposing Annex IIA of the Amending Directive and at least two LMTs from this list
must be selected and incorporated into the fund rules of the UCITS. The Central Bank is
introducing a dedicated LMT section in the new Central Bank UCITS Regulations
containing provisions on general operational requirements for LMTs along with rules for
UCITS selecting, activating and deactivating side pockets, suspensions, swing pricing and

redemption gates.

In light of the harmonised definitions of LMTs in Annex IIA of the UCITS Directive which
will be transposed into the UCITS Regulations, it is necessary to differentiate rules around
certain charges and activities set out in the Central Bank UCITS Regulations from the

LMTs listed in the aforementioned Annex IIA. The Central Bank proposes clarifying that
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administrative charges applied to investor redemptions are distinct from LMTs (which
take account the cost of liquidity) under Annex lIA. These changes are necessary to
ensure, where a fund imposes standard charges as part of its normal redemption process,
that it does not inadvertently trigger the requirements under the relevant LMT

provisions.

Itis also necessary to differentiate between in-specie/in-kind redemption as an LMT and
the exchange of assets in the settlement of redemptions which does not constitute an
LMT under Annex IIA. Specific requirements with respect to redemption in kind as an
LMT are detailed in the Amending Directive which will be transposed into the UCITS
Regulations. Where the UCITS provides for the settlement of redemptions through an
exchange of assets as part of its redemption policy, and this is not implemented as a LMT,
the Central Bank UCITS Regulations will require that the UCITS disclose the terms and

conditions in its prospectus under which such an arrangement will operate.

e Removal of obsolete provisions now covered by the Money Market Fund
Regulation
Money Market Funds (MMF) are a specific type of collective investment scheme that
invest in short-term debt securities and aim to provide liquidity and preserve capital.
Historically many MMFs were structured as UCITS funds, benefiting from the UCITS
passport and regulatory regime. In July 2017, the European Union (EU) introduced a
dedicated regulatory framework for MMFs - the MMF Regulation (MMFR).

As aresult, MMFs are now regulated as a distinct category of funds under the MMFR. It is
proposed to remove the obsolete rules from the Central Bank UCITS Regulations that
apply to MMFs and amend certain rules applying to UCITS investing in money-market
instruments (MMls) that are not MMFs. Certain rules will be retained to include i)
requirements that a UCITS which is a short term or standard MMF must comply with
stress testing requirements under the MMFR and ongoing reporting requirements and ii)
requirements for non-MMF UCITS which contain MMIs to comply with certain provisions

in the MMFR relating to the use of amortized costs.
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e Incorporation of UCITS Q&A ID 1016 which permits the exchange-traded
fund (ETF) naming requirement at share class level
On November 2024, the Central Bank published the 415t Edition of the UCITS Q&A to
reflect changes which enable the ETF naming requirement at the share class level. It is
proposed to reflect these changes in the Central Bank UCITS Regulations and delete the
relevant Q&A.

e Inclusion of a derogation for UCITS ETFs to the requirement that all share
classes within a UCITS or sub-funds thereof have the same dealing
procedures and frequencies

Under current Regulation 26(2) of the Central Bank UCITS Regulations, all share classes
within the UCITS or sub-funds thereof must have the same dealing procedures and
frequencies. Under the UCITS Q&A ID 1030, an application can be made by a UCITSETF
seeking a waiver from this provision so that it may have different dealing deadlines for
cash and in-kind dealing, and/or different deadlines where the UCITS ETF with hedged
and unhedged share classes implements currency hedging at share class level. This is
because cash subscriptions (where investors provide cash to be invested by the UCITS
ETF) may require additional time for the ETF to invest the funds in the market compared
to in-kind subscriptions, where investors exchange existing securities for ETF

shares. Therefore, the dealing deadline for cash subscriptions might be earlier than for in-
kind subscriptions. Additionally, a UCITS ETF with a hedged share class, which uses a
currency-hedged index, might also have a different dealing deadline for the hedged share
class. This is because the hedge trades might need to be executed close to the time the
foreign exchange rate is fixed within the index, requiring an earlier deadline for the

hedged share class to ensure sufficient time for trade execution.
The Central Bank is proposing retaining the rule that all share classes must have the same

dealing procedures, but with a derogation for UCITS ETFs, which will result in the
subsequent deletion of the UCITS Q&A ID 1030.
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e Arequirement for the responsible person to disclose in the prospectus the
maximum fee payable for any recurring fees which are calculated based on

the Net Asset Value of the UCITS and deducted from its assets

The Central Bank is proposing requiring a new disclosure in the prospectus of the
maximum fee payable for recurring fees based on the Net Asset Value. This will provide
additional transparency and informed decision making by investors. There is currently no
specific requirement for the disclosure of such fees in the framework and it will constitute
an important enhancement to the prospectus disclosure rules not covered elsewhere in

the framework.

e Further technical changes
Other provisions will be reviewed as part of a general update to the Central Bank UCITS
Regulations. These include:

e changingreporting requirements so that the new Central Bank UCITS Regulations
will direct stakeholders to the Central Bank’s website for the relevant reporting
requirements. This allows for greater flexibility for the Central Bank to update
reporting requirements without having to make legislative amendments. It also
ensures that there is no conflict between the requirements in the Central Bank
UCITS Regulation and the website when changes are made; and

e reflecting regulatory changes in the Central Bank UCITS Regulations pursuant to
the updated UCITS Regulations which will transpose changes set out in the
Amending Directive such as ensuring retail investors cannot receive redemption in
kind in the ordinary course of redemptions and other changes including reflecting
the fact that most UCITS no longer have to issue a UCITS key investor information
document (“KIID”) where they now produce a key information document (“KID”)
pursuant to Regulation (EU) 1286/2014 on key information documents for
packaged retail and insurance-based investment products (the “PRIIPs

Regulation”).

The purpose of this Consultation Paper is to set out details of the amendments and to

receive feedback from stakeholders on the proposals.
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Proposal/ Format of the Consultation Paper

This Consultation Paper comprises draft proposed amendments to the Central Bank
UCITS Regulations and a series of questions on the proposals set out therein. The

Consultation Paper is structured as follows:
e Part1 - Preliminary and general;
e Part 2 - Restrictions on UCITS;
e Part 3 - Supervisory requirements;
e Part4 - Prospectus requirements;
e Part5 - Keyinvestor information document;
e Part 6 - General operational requirements;
e Part7 - Annual and half-yearly reports of a UCITS;
e Part 8 - Requirements in respect of specific types of UCITS;
e Part 11 - Management companies;
e Part12 - UCITS depositaries;
e Part 13 - Miscellaneous provisions;
e Part 14 - Revocations and saver;
e Schedule 2 - Netting and Hedging;
e Schedule 3 - Conditions for Collateral Received by a UCITS;
e Schedule 5 - Methods of Valuation;

e Appendix - Central Bank Guidance on performance fees for UCITS and certain

types of Retail Investor AlFs.
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Consultation responses

The Central Bank invites all stakeholders to provide responses to the questions on the
proposed amendments within this Consultation Paper. Responses should be submitted no
later than 5 November 2025.

Please make your submission electronically by email to fundspolicy@centralbank.ie. We

will send an email acknowledgement to all responses. If you do not receive an

acknowledgement, please contact us on fundspolicy@centralbank.ie.

The Consultation will remain open for 8 weeks from 9 September 2025 to 5 November
2025, following which the Central Bank will review all feedback received on this
Consultation Paper and prepare an associated Feedback Statement to be published by the
Central Bank. It is the policy of the Central Bank to publish all responses to its
consultations on its website. Accordingly, commercially confidential information should
not be included in consultation responses. Information deemed potentially libellous or

defamatory will not be published.

The Central Bank will accept no liability in respect of any information provided, which is

subsequently released, or in respect of any consequential damage suffered as a result.
Markets and Funds Policy Division

Central Bank of Ireland
9 September 2025
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Part 1 - Preliminary and general

Regulation 1 - Citation

The Central Bank UCITS Regulations are currently cited as the Central Bank (Supervision
and Enforcement) Act 2013 (Section 48(1)) (Undertakings for Collective Investment in
Transferable Securities) Regulations 2019. The Central Bank is proposing to update the
reference to which the Central Bank UCITS Regulations may be cited as a result of the

publication of the amended Regulations after the consultation period has ended.

Proposed amendment to Regulation 1 of the Central Bank UCITS Regulations:
1. Citation

(1) These Regulations may be cited as the Central Bank (Supervision and Enforcement) Act 2013
(Section 48(1)) (Undertakings for Collective Investment in Transferable Securities) Regulations

2019[INSERT DATE].

Question 1.1: Do you agree with the proposed changes to Regulation 1 of the Central
Bank UCITS Regulations?

[l Yes
[1 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 2 - Interpretation

The Central Bank proposes to amend Regulation 2 of the Central Bank UCITS Regulations
to update, include or remove definitions as required, to ensure alignment with definitions

set out in other relevant EU legislation or ESMA Guidelines.

In particular, the proposed changes seek to:
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e update the definition of “anti-dilution levy” to align with the definition which will be
set out in the UCITS Regulations equivalent to in Annex IIA(7) of the Amending

Directive;

e introduce key concepts around the operation and management of a performance
fee in line with the ESMA Guidelines on performance fees, including “fulcrum fee”,
“fund managed in reference to a benchmark”, “High-Water Mark (HWM)”, “HWM
model”, “High-on-High (HoH) model”, “hurdle rate”, and “performance reference

period”;
e add adefinition for “KID” in line with the PRIIPs Regulation;

e add adefinition for “UCITS Directive” to streamline references to same throughout
the Central Bank UCITS Regulations;

e if necessary, update the reference to the “UCITS Regulations”;
e insert definitions for “unitholder” and “units”; and

e remove the definitions of “weighted average life” (WAL) and “weighted average
maturity” (WAM) dis-applied by Regulation 130 of the Central Bank UCITS
Regulations, to take account of the MMFR and the Central Bank’s proposed
approach to remove MMF-related requirements from the Central Bank UCITS

Regulations, as relevant.

Proposed amendments to and insertion or removal of definitions in Regulation 2 of the Central Bank
UCITS Regulations:

2. Interpretation

(1) Inthese Regulations, unless the context otherwise requires-

dealingday;-a fee that is paid to the UCITS by a unitholder at the time of a subscription,

repurchase or redemption of units, that compensates the fund for the cost of liquidity

incurred because of the size of that transaction, and that ensures that other unit-holders are

not unfairly disadvantaged;

o “fulcrum fee” means a type of performance fee which provides for the level of the fee to

increase or decrease proportionately with the investment performance of the fund over a
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specified period of time in relation to the investment record of an appropriate benchmark

(including a negative fee deducted from the basic fee charged to the fund);

° “fund managed in reference to a benchmark” means a fund where the benchmark plays a role

in the management of the UCITS;
° “High-Water Mark” or “HWM” means the highest net asset value per unit;

° “High-Water Mark model” means a performance fee model where a performance fee may
only be charged on the basis of achieving a new HWM during the performance reference

period;

° “High-on-High (HoH) model” means a performance fee model where a performance fee may
only be charged if the net asset value exceeds the net asset value at which the performance

fee was last crystallised,;

° “hurdle rate” means a predefined minimum fixed rate of return;

o "KID" means a key information document issued pursuant to Regulation (EU) No 1286/2014
on key information documents for packaged retail and insurance-based investment products
(PRIIPs);

° “performance reference period” means the time horizon over which the performance of a

UCITS is measured and compared with that of the benchmark, at the end of which the
mechanism for the compensation for past underperformance (or negative performance) can

be reset;

o “UCITS Directive” means 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 Regulations” means European Communities (Undertakings for Collective Investment
in Transferable Securities) Regulations 2011 (S.1. No. 352 of 2011) (as amended);

° “unitholder” means a shareholder in the case of an investment company and unitholder in the

case of a unit trust or common contractual fund;

° “units” mean shares of an investment company and units of a unit trust or common

contractual fund;

Back to “Contents”




Consultation Paper 161 | Central Bank of Ireland | page 17

Question 1.2: Do you agree with the proposed changes to Regulation 2 of the Central

Bank UCITS Regulations?
7 Yes

[l No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Part 2 - Restrictions on UCITS

Regulation 6 - Money-market instruments

Regulation 6(3) is being amended and applies to UCITS investing in MMIs that are not
MMFs. This regulation cross-refers to the MMFR and the controls for when amortized

costs valuations deviate significantly from the mark-to-market valuation.

Proposed amendments to Regulation 6 of the Central Bank UCITS Regulations:

6. Money-market instruments

(3) Where a UCITS invests in money market instruments, the responsible person shall value those
money market instruments in accordance with the valuation requirements in Article 29(2) to (4)

of the Money Market Fund Regulation.
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() By way of derogation from paragraph (3), the responsible person may value money market
instruments using the amortised cost method as defined in Article 2 (10) of the Money Market Fund
Regulation. The amortised cost method shall only be used for valuing a money market instrument in
circumstances where the price of that money market instrument calculated in accordance with
paragraph (3) does not deviate from the price of that money market instrument calculated in
accordance with the amortised cost method by more than 10 basis points. In the event of such a
deviation, the responsible person shall calculate the value of the money market instrument in

accordance with paragraph (3).

Question 2.1: Do you agree with the proposed changes to Regulation 6 of the Central
Bank UCITS Regulations?

[0 Yes
[0 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 24 - Collateral

Regulation 24(5), sub-paragraph (e), of the Central Bank UCITS Regulations is being

deleted as it refers to an expired transitional arrangement.

Proposed removal of Regulation 24(5)(e) of the Central Bank UCITS Regulations:

24. Collateral

(5) Where aresponsible person invests the cash collateral received by the UCITS, such

investments shall only be made in one or more of the following:
(a) adeposit with a credit institution referred to in Regulation 7;
(b) ahigh-quality government bond;

(c) areverse repurchase agreement, provided the transaction is with a credit institution
referred to in Regulation 7 and the UCITS is able to recall at any time the full amount of

cash on an accrued basis;

(d) ashort-term MMF as defined in Article 2(14) of the Money Market Funds Regulation;
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Question 2.2: Do you agree with the proposed changes to Regulation 24 of the
Central Bank UCITS Regulations?

[l Yes
[l No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 26 - Creation of share classes in a UCITS

Under current Regulation 26(2) of the Central Bank UCITS Regulations, all share classes
within the UCITS or sub-funds thereof must have the same dealing procedures and
frequencies. Under the UCITS Q&A ID 1030, an application can be made by a UCITSETF
seeking a derogation from this provision so that it may have different dealing deadlines
for cash and in-kind dealing, and/or different deadlines where the UCITS ETF with hedged

and unhedged share classes implements currency hedging at share class level.

The Central Bank is proposing retaining the rule that all share classes must have the same
dealing procedures, but with a derogation for UCITS ETFs which will also result in the
deletion of the UCITS Q&A ID 1030.

Proposed amendments to Regulation 26 of the Central Bank UCITS Regulations:
26. Creation of share classes in a UCITS

(2) Aresponsiblepersonshallensure thatallshare as withinthe U or-sub-funds thereo

have the same dealing procedures-and frequencies-A responsible person shall ensure that all

share classes within the UCITS or sub-funds thereof have the same dealing procedures and

frequencies. By way of derogation from this paragraph (2), a UCITS ETF may have:

(a) different dealing cut-off times for cash and in-kind dealings; and/or
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(b) different cut-off times where a UCITS ETF with hedged and unhedged share classes

implements currency hedging at share class level.

Question 2.3: Do you agree with the proposed changes to Regulation 26 of the
Central Bank UCITS Regulations?

[l Yes

[l No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 31 - Dealing in specie

Specific requirements with respect to redemption in specie as a LMT will be transposed
into the UCITS Regulations. Where the UCITS provides for the settlement of redemptions
through an exchange of assets as part of its redemption policy and this is not a LMT, the
Central Bank UCITS Regulations require that this is provided for in the constitutional
document along with the requirement that asset allocation is subject to approval by the

depositary.

Proposed amendments to Regulation 31 of the Central Bank UCITS Regulations:
31. Dealing in specie
(2) (a) This paragraph does not apply to:
(i) a UCITS ETF the original subscription to which was made in specie;; or

(ii) aredemption in kind for the purposes of Article 18a and paragraph 8 of Annex IlA of
the UCITS Directive.

(b) Subject to subparagraph (a), a responsible person shall ensure that, where the constitutional
document of a UCITS provides for exchange of securities in order to meet a redemption
request redemptioninspecie, it also contains provisions that require, in respect of such an
exchange of securities in order to meet a redemption request-aredemptioninspecie, that

asset allocation is subject to the approval of the depositary.—
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(c) The responsible person may determine to provide exchange of securities in order to meet a

redemption request subject to such redemption being provided for in the constitutional

Question 2.4: Do you agree with the proposed changes to Regulation 31 of the
Central Bank UCITS Regulations?

[0 Yes
[1 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons

for your answer.

Regulation 33 and Chapter 7 - Subscriptions and redemptions,

Dealing

The proposed amendments to Regulation 33 and Chapter 7 of the Central Bank UCITS
Regulations introduce distinct regulations setting out requirements in respect of LMTs,
including general operational requirements for LMTs and rules on suspensions, side

pockets, swing pricing and redemption gates.
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To align with the Financial Stability Board (FSB) revised policy recommendations to
address structural vulnerabilities from liquidity mismatch in Open Ended Funds? (the
“revised FSB recommendations”) and the International Organization of Securities
Commissions (IOSCO) Final Report on Guidance on anti-dilution LMTs? for the effective
implementation of the recommendations for liquidity risk management for collective
investment schemes (the “lOSCO LMT Guidance”), the Amending Directive introduced
new requirements for LMTs. These new requirements aim to harmonise approach to the
selection, operation and reporting of LMTs across the EU while implementing the
recommendation of the ESRB to improve investor protection and allow for a more

efficient reaction to liquidity constraints during periods of market stress.

The Central Bank is proposing to include to require, where appropriate, that the
responsible person of the UCITS consider selecting at least one quantitative-based LMT
(redemption gate, extension of notice period) and at least one anti-dilution tool

(redemption fee, swing pricing, dual pricing, anti-dilution levy, redemption in kind).

For supervisory purposes, the responsible person of the UCITS is required to notify the
Central Bank where it activates or deactivates any of the LMTs that are disclosed in its
prospectus where such activation or deactivation occurs other than in the ordinary course
of the UCITS’ business.

In respect of “redemption gates”, it is proposed to remove the requirement that a
responsible person cannot impose a redemption gate on any dealing day unless the total
requests for redemption exceed at least 10% of the total number of units of UCITS or at

least 10% of the net asset value of the UCITS.

Proposed amendments to Regulation 33 and insertion of new regulations to Chapter 7 of the Central
Bank UCITS Regulations:

33. Subscriptions and redemptions

{3} Where-

2 Financial Stability Board (FSB) Revised Policy Recommendations to Address Structural Vulnerabilities
from Liquidity Mismatch in Open-Ended Funds.

3 International Organization of Securities Commissions (I0SCO) Final Report on anti-dilution Liquidity
Management Tools - Guidance for Effective Implementation of the Recommendations for Liquidity Risk

Management for Collective Investment Schemes.
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[ 1. Liquidity Management Tools - General operational requirements

() Aresponsible person shall ensure that the UCITS discloses in its prospectus the selected liquidity
management tools and the terms and conditions under which a liquidity management tool can be
activated and deactivated.
() When selecting liquidity management tools in accordance with Article 18a(2) of the UCITS Directive,
the responsible person should consider selecting -
() at least one quantitative-based liquidity management tool from Annex 1A of the UCITS
Directive, namely, redemption gates or extension of notice period, and
() at least one anti-dilution based liquidity management tool from Annex 1A of the UCITS
Directive, namely, redemption fees, swing pricing, dual pricing, anti-dilution levy or, redemption
in kind.
() Aresponsible person shall notify the Bank without delay where it activates or deactivates any of the
liquidity management tools that are disclosed in its constitutional document or prospectus where such

activation or deactivation occurs other than in the ordinary course of the UCITS’ business.

[ 1. Suspensions

() Where a responsible person activates or deactivates the suspension of the calculation of the net asset
value of the UCITS and/or the suspension of subscriptions, repurchase and redemption of the units of the
UCITS, the responsible person must inform the Bank immediately upon such activation or deactivation

taking effect.
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() Without prejudice to paragraph 1, and in circumstances where a suspension has not been lifted within
21 working days of taking effect, the responsible person shall provide the Bank with an update on the
suspension at the expiration of the 21 working day period and each subsequent period of 21 working

days where the temporary suspension continues to apply.

() Where any competent authority under [INSERT SI REFERENCE EQUIVALENT TO ARTICLE 46(J) OF
DIRECTIVE (EU) 2024/927] requires the responsible person of the UCITS to suspend the calculation of
the net asset value or activate or deactivate the suspension of subscriptions, repurchases and
redemptions, the responsible person must immediately inform the Bank when it becomes aware of this

instruction.

() The Responsible Person shall take all necessary steps to keep the Bank informed of relevant
information with respect to the management of the UCITS that is the subject of the exercised powers as

detailed in paragraph (3) of this section.

[ 1. Side pockets

() Aresponsible person may establish a side pocket for assets which become impaired, illiquid or difficult
to value either by physical segregation or accounting segregation where provided for in the constitutional

document of the UCITS.

[ 1. Swing pricing
() Aresponsible person may apply swing pricing to a UCITS only if -

() the constitutional document of the relevant UCITS provides for swing pricing, and

() the UCITS has a swing pricing policy which is consistently applied.

[ ]. Redemption gates

() Where the responsible person decides on any dealing day to activate a redemption gate, any request
for redemption on such dealing day shall be reduced rateably and the redemption requests shall be
treated as if they were received on each subsequent dealing day until all the units to which the original

request related have been redeemed.
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Question 2.5: Do you agree with the proposed changes to Regulation 33 and Chapter
7 of the Central Bank UCITS Regulations?

[l Yes
[l No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 40 - Performance fees

UCITS are subject to specific rules regarding the charging and calculation of performance
fees. These rules are designed to ensure investor protection, transparency and fair

treatment.

Performance fees for Irish domiciled UCITS are governed by the UCITS Regulations and
the Central Bank Guidance on performance fees. The Central Bank Guidance on
performance fees was published in 2021 and clarified the Central Bank’s expectationsin
relation to performance fees being charged for Irish-domiciled UCITS funds and certain
Retail Investor AlFs following publication of the ESMA Guidelines on performance fees.
Certain aspects of the ESMA Guidelines were not carried across to the Central Bank
Guidance on performance fees because at the time, Regulation 40 of the current Central
Bank UCITS Regulations meant that it was not possible to provide for certain aspects of

the ESMA Guidelines in the Central Bank Guidance, including:

(i) the possibility of a performance reference period of less than the whole life of the

fund for certain fee models;
(i) fulcrum fees or other models which provide for a symmetrical fee structure; and

(iii) crystallisation of performance fees more frequently than annually, for HWM or
HoH models with a performance reference period of the life of the fund which
cannot be reset, and fulcrum fee models or other models which provide for a

symmetrical fee structure.
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In the Feedback Statement to Consultation Paper 134, the Central Bank undertook to

consider removing the legislative constraints to aligning with the ESMA Guidelines on
performance fees in its next review of the Central Bank UCITS Regulations. On this basis,
the Central Bank is now consulting on removing the relevant legislative constraints and
bringing the Central Bank’s approach to performance fees in line with the ESMA

Guidelines (see Appendix). This will permit:

(i) aperformance reference period of less than the whole life of the UCITS for certain

fee models;

(ii) the adoption of fulcrum fee models or other models which provide for a
symmetrical fee structure which can be adjusted up or down depending on relative

performance of the UCITS to a benchmark; and

(iii) crystallisation of performance fees more frequently than annually for HWM or
HoH models with a performance reference period of the life of the fund which
cannot be reset and fulcrum fee models or other models which provide for a

symmetrical fee structure.

These changes will align the Central Bank approach to performance fees with the ESMA

Guidelines.

In respect of the Central Bank Guidance on performance fees, the Feedback Statement to
Consultation Paper 134 noted that the Central Bank was committed to consulting on
whether entities other than the depositary might perform function of verifying the
calculation of the performance fee. The Central Bank acknowledges that an independent
third party entity may be appointed to carry out this task and is now consulting on

whether it is appropriate to permit this in its Guidance.

The Central Bank Guidance on performance fees applies to UCITS and certain types of
Retail Investor AlFs. However, the Central Bank draws stakeholders’ attention to the fact
that the updated Central Bank Guidance on performance fees has only been included in
the Consultation Paper 161 on the Central Bank UCITS Regulations in order to reduce the
length of the Consultation Paper 162 on the proposed changes to the Central Bank AIF
Rulebook.

Proposed amendments to Regulation 40 of the Central Bank UCITS Regulations:
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40. Performance fees
(1) Aresponsible person shall ensure that performance fees are only payable by the UCITS on -

(a) achieving a new high net asset value everthelife ofthe UCITS during the performance

reference period, or,
(b) the out-performance of an index.

(2) Where performance fees are payable on achieving a new high net asset value, the responsible
person shall ensure that -

(a) no performance fee is accrued or paid until the net asset value per share exceeds -
(i) the previous highest net asset value per share on which the performance fee was

paid or accrued, or

(ii) the initial offer price, if higher. The initial offer price shall be taken as the starting
price for this calculation.
(b) the performance fee is only payable or paid on the increase of the net asset value per share
over the amount in subparagraph (a)(i) or (a)(ii), whichever is higher.
(3) Where performance fees are payable on the basis of out-performance of an index, the

responsible person shall ensure that -

(a) theindex is consistent with the UCITS investment policy,
(b) the performance fee is payable only on the amount by which the UCITS outperforms the
index, and
(c) anyunderperformance of the index in preceding periods is cleared before a performance fee
becomes due in subsequent periods.
(4) Incalculating the performance fees payable, the responsible person shall ensure -

(a) thatthe calculation of the performance fee does not crystallise more than once per year, and

(b) the performance fee is not paid more than once per year.

(5) The responsible person shall ensure that the-calewlation-of theperformancefeeisverifiedby-the
depesitary the depositary or a competent person appointed by the responsible person and who

is approved by the depositary, verifies that any performance fees payable are calculated in

accordance with the constitutional document and the prospectus of the UCITS.

investment manageroradviserisresponsible.Sub-paragraph (a) of paragraph (4) shall not apply
where the UCITS employs a HWM or a HoH model where the performance reference period is

equal to the whole life of the UCITS and it cannot be reset.

() Sub-paragraphs (a) and (b) of paragraph (4) shall not apply where the UCITS employs a fulcrum fee
model or other performance fee model that provides for a symmetrical fee structure (whereby

performance fees would decrease or increase based on the performance of the UCITS).
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() For the purposes of this Regulation, where the performance reference period is less than the life of

the UCITS, the performance reference period shall be at least five years.

Question 2.6: Do you agree with the proposed changes to Regulation 40 of the
Central Bank UCITS Regulations to enable alighment of the Central Bank Guidance

on performance fees with the ESMA Guidance on performance fees?
2 Yes
7 No

If you have further comments in relation to the proposal, please provide with reference
to the specific provision of the Central Bank UCITS Regulations and provide reasons

for your answer.

Question 2.7: Do you think that a competent person who is appointed by the

responsible person and approved by the depositary should be permitted to verify the

calculation of the performance fee?
7 Yes
7 No

If you have further comments in relation to the proposal, please provide with reference
to the specific provision of the Central Bank Guidance on performance fees, and

provide reasons for your answer.

Regulations 42 and 43 - Transactions involving Connected

Persons

Chapter 10 of the Central Bank UCITS Regulations sets out a definition of “connected
persons” and restrictions on transactions with such connected persons. The Central Bank

is now proposing to amend the term to “connected parties” for clarification purposes.
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Such amendment will align language in the Central Bank UCITS Regulations with the AlIF
Rulebook.

Proposed amendments to Chapter 10 of the Central Bank UCITS Regulations:
Chapter 10

Transactions involving Connected Persoens-Parties

42. Interpretation: Chapter 10 of Part 2

In this Chapter, "connected persen-party" means the management company or depositary to a UCITS;
and the delegates or sub-delegates of such a management company or depositary (excluding any non-
group company sub-custodians appointed by a depositary); and any associated or group company of such

a management company, unitholder, depositary, delegate or sub-delegate.
43. Restrictions on transactions with connected persons-parties

(1) Aresponsible person shall ensure that any transaction between a UCITS and a connected persen

party is -

(2) Aresponsible person may enter into a transaction, on behalf of a UCITS, with a connected persen

party only if at least one of the conditions in paragraphs (a), (b) or (c) is complied with:

Question 2.8: Do you agree with the proposed changes to Regulations 42 and 43 of

the Central Bank UCITS Regulations?
2 Yes
I \[o)

If you have further comments in relation to the proposal, please provide with reference
to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.
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Part 3 - Supervisory requirements

Regulation 47 - Relationship with the Bank

The proposed amendment to Regulation 47 seeks to clarify that the requirement to
designate an email address for the purpose of corresponding with the Central Bank

applies at the level of the fund.

Proposed amendments to Regulation 47(a) of the Central Bank UCITS Regulations:
47. Relationship with the Bank
A responsible person shall ensure that -

(a) each UCITS, and each sub-fund of a UCITS, which has been authorised or approved by the Bank,
as the case may be, establishes and maintains an email address for correspondence with the

Bank,

(b) the email address in subparagraph (a) is monitored on a daily basis, and

(c) the Bankisinformed in writing promptly of any change to the email address in subparagraph (a).

Question 3.1: Do you agree with the proposed changes to Regulation 47 of the
Central Bank UCITS Regulations?

[0 Yes
[0 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 48 - Charges for redemption or repurchase of units

The Central Bank is proposing to rename Regulation 48 ‘Charges relating to the
redemption or repurchase of units’ rather than ‘Charges for redemption or repurchase of

units’ for clarification purposes.
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In light of the harmonised definitions of LMTs in Annex |IA of the UCITS Directive which
will be transposed into Irish law by amending the UCITS Regulations, it is necessary to
differentiate rules around certain charges set out in the Central Bank UCITS Regulations
from the LMTs listed in Annex IIA. Certain charges relating to the redemption or
repurchase of units are distinct from LMTs (which take account the cost of liquidity) under
Annex ||A. These changes are necessary to ensure that where a fund imposes standard
charges as part of its normal redemption/subscription process it does not trigger the

requirements under the relevant LMT provisions.

Proposed amendments to Regulation 48 of the Central Bank UCITS Regulations:
48. Charges relating to the redemption or repurchase of units Chargesforredemption-orrepurchaseof units
(1) Subject to paragraph (2), a responsible person shall not increase the maximum relevantcharge
charge relating to the redemption or repurchase of units without the prior approval of unit-
holders given on the basis of a simple majority of votes cast in general meeting or with the prior
written approval of all unit-holders of the relevant UCITS (in accordance with the constitutional
document) or such other majority as is specified in the constitutional document of the relevant
UCITS.
(2) Aresponsible person shall -
(a) provide unit-holders with reasonable notice of any proposed increase in the relevant
charge- charge relating to the redemption or repurchase of units, and
(b) permit a unit-holder to redeem any or all of the unit-holder’s units prior to the
implementation of the proposed increase.
(3) Inthis Regulation, "relevantcharge charge relating to the redemption or repurchase of units"

means;ithe-contextof aparticular UCITS; a chargefee relating to expenses incurred by a
UCITS to arrange for the redemption or repurchase of units in that UCITS.

Question 3.2: Do you agree with the proposed changes to Regulation 48 of the
Central Bank UCITS Regulations?

[0 Yes

[0 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.
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Regulations 51 and 52 - Monthly and quarterly returns

The Central Bank is proposing to remove and replace Regulations 51 and Regulation 52 of
the Central Bank UCITS Regulations in respect of monthly and quarterly returns with a

new Regulation allowing for future amendments to reporting requirements as set out in

the relevant Central Bank’s guidance.

Proposed amendments to Regulation 51 and 52 of the Central Bank UCITS Regulations:

(). Reporting requirements

(1) The responsible person shall submit such periodic returns and supervisory records to the Bank as

specified by the Bank from time to time. Those returns and supervisory records shall be in the

form, and contain the information, specified by the Bank and published on the Bank’s website.
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Question 3.3: Do you agree with the proposed removal and replacement of

Regulations 51 and 52 of the Central Bank UCITS Regulations?
 Yes
7 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Part 4 - Prospectus requirements

Regulation 53 - General requirements

In respect of the requirement to ensure that the UCITS complies with the terms of the
UCITS prospectus as set out in the current Regulation 53 of the Central Bank UCITS
Regulations, the Central Bank proposes to clarify that responsibility rests with the

management company of the UCITS.

Proposed amendments to Regulation 53(1) of the Central Bank UCITS Regulations:

53. General requirements

(1) A responsibleperson-management company shall ensure that it and the UCITS complies with the
terms of the UCITS prospectus.

Question 4.1: Do you agree with the proposed changes to Regulation 53 of the
Central Bank UCITS Regulations?

[0 Yes
[0 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.
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Regulation 54 - Advertising

The proposed amendments to Regulation 54 of the Central Bank UCITS Regulation relate
to paragraphs (3) and (4), where the reference to the KID as defined in the amended
Regulation 2 of the Central Bank UCITS Regulations submitted for consultation was

included to take account of the entry into force of the PRIIPs Regulation.

Since the entry into application of the PRIIPs Regulation to UCITS, the responsible person
of a UCITS shall provide a PRIIPs KID instead of a UCITS KIID where the UCITS is made
available to retail investors in the EU. However, the proposed language clarifies that
specific situations outlined in the European Commission’s Q&A X, point 1, of the PRIIPs
Q&As may require a UCITS to provide a UCITS KIID, in particular, where a UCITS is not
made available to retail investors in the EU in accordance with Article 5(1) of the PRIIPs
Regulation and in compliance with the rules in the UCITS Directive, as transposed into
Irish law in the UCITS Regulations, unless the UCITS management company has decided

todraw up aKID as set out in the PRIIPs Regulation.

Proposed amendments to Regulation 54 of the Central Bank UCITS Regulations:
54. Advertising

(1) Aresponsible person shall ensure that the name of a UCITS and its regulatory status is shown
clearly in any advertisement relating to that UCITS.

(2) Aresponsible person shall ensure that an advertisement relating to a UCITS shall not contain
information which-that is false or misleading or presented in a manner that is deceptive.

(3) Aresponsible person shall ensure that an advertisement relating to a UCITS shall refer to the key
investorinformationdocument KIID or the KID (as the case may be) and the prospectus issued
by the relevant UCITS.

(4) Aresponsible person shall ensure that no advertisement relating to a UCITS is inconsistent with
any relevant provision-of the key-investorinformationdocumentor provisions of the KIID or the
KID (as the case may be) and the prospectus issued by the relevant UCITS.

(5) Without prejudice to Regulation 97, a responsible person shall comply with the advertising
standards set out in Schedule 6 where the relevant UCITS is -

(a) authorised in a Member State other than the State and is marketing its units in the State,
or
(b) authorised in the State and is marketing its units in the State or in a state that does not

have any statutory regulation of marketing.
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Question 4.2: Do you agree with the proposed changes to Regulation 54 of the
Central Bank UCITS Regulations?

[l Yes
[l No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 60 - Index-tracking funds

The Central Bank proposes to amend Regulation 60(2)(d) of the Central Bank UCITS
Regulations to incorporate the UCITS Q&A ID 1082 on the meaning of the term ‘reverse

leverage’, which refers to short exposure. This amendment will result in the deletion of
the UCITS Q&A ID 1082.

Proposed amendments to Regulation 60(2)(d) of the Central Bank UCITS Regulations:
60. Index-tracking funds

(2) Aresponsible person of an index-tracking leveraged UCITS shall include the following

information in the prospectus of the UCITS:

(a) adescription of the leverage policy and how the leverage policy is implemented;
(b) the cost of the leverage (where relevant);

(c) therisks associated with the leverage policy;

(d) adescription of the impact of any reverseleverageshort exposure;

(e) adescription of how the performance of the UCITS may differ significantly from the multiple

of the index performance over the medium term to the long term.
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Question 4.3: Do you agree with the proposed changes to Regulation 60 of the
Central Bank UCITS Regulations?

[l Yes

[l No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 61 - Efficient portfolio management

The Central Bank proposes to clarify Regulation 61(1)(a) of the Central Bank UCITS
Regulations related to disclosure requirements in the prospectus on efficient portfolio
management techniques and instruments which may be used by the UCITS. Specifically, it
is proposed to remove the reference to the ‘intentions’ of the UCITS as regards such
techniques and instruments, a term which is unclear and open to interpretation. Under
the proposed approach, the Central Bank seeks to clarify that the techniques and
instruments which may be used by the UCITS shall be disclosed in the prospectus.

Proposed amendments to Regulation 61(1)(a) of the Central Bank UCITS Regulations:

61. Efficient portfolio management

(1) Aresponsible person shall, in the prospectus of the relevant UCITS, include the following:

(a) adescription of its-intentionsregarding the techniques and instruments which may be used
for the purposes of efficient portfolio management. This should include reference to the
techniques and instruments which the UCITS can utilise and a detailed description of the
inherent risks, including counterparty risk and potential eenflict-conflicts of interest, that

may arise;

Question 4.4: Do you agree with the proposed changes to Regulation 61 of the

Central Bank UCITS Regulations?
1 Yes

[ No
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If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 62 - Dealing

Regulation 62 of the Central Bank UCITS Regulations specifies the information that shall
be disclosed in the prospectus of the UCITS in respect of dealing. The Central Bank is now
proposing to clarify that both the “maximum charge relating to the redemption or
repurchase of units” i.e. ‘one and done’ costs incurred for redemptions and other charges
to cover dealing costs and preserve the value of the underlying assets of the UCITS must
be prominently disclosed in the prospectus. These other charges may be an anti-dilution
levy, a redemption fee, a swing-pricing factor or an adjustment factor that reflects the
cost of liquidity and they must be disclosed in as per the statement set out in paragraph (2)

of this Regulation.

Proposed amendments to Regulation 62 of the Central Bank UCITS Regulations:
62. Dealing

(1) Aresponsible person shall, in the prospectus of the relevant UCITS, disclose the following

information in respect of dealing:
(a) theinitial offer period;
(b) theinitial offer price;

(c) inbold typeface, prominently at the beginning of the prospectus (or the relevant

supplement to the prospectus, where appropriate), the maximum redemptioncharge

charge relating to the redemption of repurchase of units (as defined in Regulation 48(2);

(d) the time limits within which the equivalent of the net issue price is to be paid into the
assets of the UCITS.

(2) Aresponsible person that proposes to apply ar-anti-dilutiontevy liquidity management tools
including those referred to in [INSERT REFERENCE TO IRISH LEGISLATIVE PROVISION

TRANSPOSING ANNEX I1V] to subscriptions or redemptions shall, in the prospectus of the

relevant UCITS, include a provision to the following effect -

"In calculating the subscription or redemption price for the UCITS the directors may, on

any dealing day on which there are net subscriptions or redemptions, adjust (as relevant)
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the subscription or redemption price by adding or deducting ananti-dilutionlewya

charge to cover dealing costs and to preserve the value of the underlying assets of the

UCITS."

() For the purposes of Regulation 62(2), charge means any one of (i) an anti-dilution levy, (ii) a redemption

fee, (iii) a swing pricing factor or (iv) an adjustment factor that reflects the cost of liquidity.

Question 4.5: Do you agree with the proposed changes to Regulation 62 of the
Central Bank UCITS Regulations?

[0 Yes

[0 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 63 - Redemption in specie

Redemption in kind, referred to as redemption in specie in the Central Bank UCITS
Regulations, shall only be activated to meet redemptions requested by professional
investors in accordance with Recital 54 and Annex lIA, point 8, of the Amending Directive

which will be transposed into Irish law by amending the UCITS Regulations.

Regulation 63 of the Central Bank UCITS Regulations is being amended to reflect this and
allow for circumstances where a UCITS, if provided for in the prospectus, may exchange
securities in order to meet a redemption request, provided that the asset allocation is

subject to the approval of the depositary.

Proposed amendments to Regulation 63 of the Central Bank UCITS Regulations:

63. Redemptioninspecie Exchange of securities in order to meet a redemption request

(1) Where the prospectus of a UCITS provides for the exchange of securities in order to meet a
redemption request, the responsible person shall, in the prospectus of the relevant UCITS,

provide that asset allocation is subject to the approval of the depositary. Subjectto-paragraph{3);
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Question 4.6: Do you agree with the proposed changes to Regulation 63 of the
Central Bank UCITS Regulations?

[l Yes
[1 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 67 - Risk disclosures

The Central Bank is proposing to amend Regulation 67(2)(c) of the Central Bank
Regulations to emphasise the distinction between an administrative charge relating to the

sale and redemption or repurchase of units, and an LMT type redemption fee which is
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Proposed amendments to Regulation 67(2)(c) of the Central Bank UCITS Regulations:

67. Risk disclosures
(2) Adisclosure for the purposes of paragraph (1) shall make reference to at least the following:

(a) the fact that prices of units may fall as well as rise;

(b) thatinvestors are recommended to consult a stockbroker or financial adviser about the
contents of the prospectus;

(c) where relevant, the fact that the difference at any one time between the sale and redemption
and-or repurchase price of units in the UCITS arising from any charge relating to the

redemption or repurchase of units therepurchasecharge-means that the investment should

be viewed as medium term to long term investment.

Question 4.7: Do you agree with the proposed changes to Regulation 67 of the Central
Bank UCITS Regulations?

[l Yes
[1 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 71 - Conflicts of interest

The Central Bank proposes to amend the term “connected person(s)” to “connected
party(ies)” within Regulation 71 of the Central Bank UCITS Regulations for clarification
purposes. Such amendment will further align language with the Central Bank AlF
Rulebook.

Proposed amendments to Regulation 71 of the Central Bank UCITS Regulations:

71. Conflicts of interest

(1) Aresponsible person shall include in the prospectus of the relevant UCITS a description of the
potential conflicts of interest that could arise between the management company, investment

manager and the UCITS and, where applicable, details of how such conflicts will be managed.
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(2) Aresponsible person shallinclude in the prospectus of the relevant UCITS a description of soft
commission arrangements that may be entered into by a responsible person or a connected

person party.

(3) Whereitis envisaged that a UCITS and connected persens-parties may enter into transactions
with each other, the responsible person shall ensure that the prospectus discloses the fact that

such transactions may occur.

(4) Inthis Regulation “connected persen-party” has the meaning given to the term in Regulation 42.

Question 4.8: Do you agree with the proposed changes to Regulation 71 of the
Central Bank UCITS Regulations?

[l Yes
[1 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 74 - Performance fees

It is proposed to amend Regulation 74 to reflect Section Xl, Question 5 of the ESMA Q&A
on the UCITS Directive. In the Central Bank’s UCITS Q&A ID 1105, the Central Bank
confirmed that it would implement the aforementioned ESMA Q&A and subsequently
update the Central Bank UCITS Regulations in due course. It is now proposed to make this

legislative update.

Proposed amendments to Regulation 74 of the Central Bank UCITS Regulations:
74. Performance fees

(1) Where a UCITS provides for the payment of performance fees, a responsible person shall, in the
prospectus of the relevant UCITS, disclose the following:
(a) thatthe UCITS provides for the payment of performance fees;
(b) the calculation period for determining the performance fees;
(c) thefirst calculation period;
(d) how the performance fees are calculated;

(e) the percentage performance fee payable;
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(f) theaccrual basis of the performance fees and when the performance fees are actually paid;
and

(g) arisk warning that performance fees are based on net realised and net unrealised gains and
losses as at the end of each calculation period and as a result, performance fees may be paid

on unrealised gains which may subsequently never be realised,;

Question 4.9: Do you agree with the proposed changes in Regulation 74 of the
Central Bank UCITS Regulations?

[l Yes
[1 No

If you have further comments in relation to the proposal, please provide with reference
to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation[ ]- Net Asset Value based fees

The Central Bank is proposing to impose a new requirement to disclose in the prospectus
the maximum fee payable for details of any recurring fees which are calculated based on
the net asset value of the UCITS and deducted from its assets. This will promote

transparency and informed decision making for investors.

Proposed insertion of new regulation within Part 4 on prospectus requirements of the Central Bank
UCITS Regulations:

[ 1. Net Asset Value-based fees

() Aresponsible person shall ensure that the prospectus includes the maximum fee payable for details of
any recurring fees which are calculated based on the net asset value of the UCITS and deducted from its

assets.
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Question 4.10: Do you agree with the proposed insertion of a new regulation above?
7 Yes
7 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons

for your answer.

Part 5 - Key investor information

document

Part 5 (Regulations 75 to 78) - Key investor information
document

The Central Bank is proposing to amend Regulations 75 to 78 of the Central Bank UCITS
Regulations as a result of the entry into force of the PRIIPs Regulation and related Level

2/3 texts.
Specifically, the proposed changes seek to:

e clarify that requirements set out in Regulations 75, 76(1), 77 and 78 of the Central
Bank UCITS Regulations are applicable to specific situations outlined in the
European Commission’s Q&A XI, point 1, of the PRIIPs Q&As, in particular, where a
UCITS is not made available to retail investors in the EU in accordance with Article
5(1) of the PRIIPs Regulation and in compliance with the rules in the UCITS
Directive, as transposed into Irish law in the UCITS Regulations, unless the UCITS
management company has decided to draw up a KID as set out in the PRIIPs
Regulation;

e ensure, where the UCITS is required to have a KIID, that the KIID complies with
the ESMA Guidelines on the PRIIPs Regulation per the proposed changes to
Regulation 75(f);
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e incorporate into the Regulation 76(1)(b)(ii) the UCITS Q&A ID 1082 on the
meaning of the term ‘reverse leverage’, which refers to short exposure;

e setoutarequirement for an umbrella UCITS to submit a KID to the Central Bank
prior to the approval of a new sub-fund per the proposed new Regulation 78(4);

e provide specific filing requirements that shall be met when submitting a KID per
the proposed new Regulation 78(5), to ensure that the UCITS KID complies with
the PRIIPs Regulation and the Commission’s Delegated Regulation laying down
regulatory technical standards as regards the content of the PRIIPs KID, and that it
does not conflict with the content of the prospectus;

e setoutanobligation onthe responsible person of the UCITS to submit to the
Central Bank each new or amended KID per the proposed new Regulation 78(6);
and

e make drafting changes to Regulations 75(e), 78(2) and 78(3).

Proposed amendments to Part 5, Regulations 75 to 78 of the Central Bank UCITS Regulations:
Part5

Key investor information document/ Key information document

75. General

Where a UCITS is required to have a KIID, aA responsible person shall ensure that a-the KIID fora JCITS

complies with the following:

(a) the ESMA Guidelines on clear language and layout of the key investor information document
(Ref: CESR/10-1320);

(b) the ESMA Guidelines on the methodology for calculation of the ongoing charges figure in the
Key Investor Information Document (Ref: CESR/10-674);

(c) the ESMA Guidelines on the methodology for the calculation of the synthetic risk and reward
indicator in the Key Investor Information Document (Ref.: CESR/10-673);

(d) the ESMA template for the Key Investor Information Document (Ref.: CESR/10-1321);

(e) the ESMA Guidelines selection and presentation of performance scenarios in the Key

Investor Information dDocument for structured UCITS (Ref.: CESR/10-1318);;

(f) the ESMA Guidelines on the application of Regulation (EU) No 1286/2014 on key
information documents for packaged retail and insurance-based investment products

(PRIIPs).
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76. Investment objective and policy

(1) Where aUCITS is required to have a KIID, aA responsible person shall ensure that the following
areincluded in the KIID:

(a) where a UCITS is established as an index-tracking UCITS, the KIID shall include, in summary
form, information on how the index will be tracked and the implications of the chosen
method for unit holders in terms of their exposure to the underlying index and counterparty

risk;

(b) where a UCITS is established as an index-tracking leveraged UCITS, the KIID shall include, in

summary form, the following information:

(i) adescription of the leverage policy, how this is achieved (i.e. whether the leverage is at
the level of the index or arises from the way in which the UCITS obtains exposure to the

index), the cost of the leverage (where relevant) and the risks associated with this policy;
(i) adescription of the impact of any reverseleverage-short exposure;

(iii) adescription of how the performance of the UCITS may differ significantly from the

multiple of the index performance over the medium to the long term.

(2) Inrelationto a structured UCITS, if the pre-determined pay-off is available only to those
investors that buy units at a certain point and hold them until a certain date, the responsible

person shall ensure that the relevant KIID -
(a) includes a statement to this effect,

(b) details the consequences for an investor of buying and selling units in the UCITS other than

in instances in which the pre-determined pay- off is available, and

(c) ifaguarantee from anindependent third party is offered, includes an explanation of such

guarantee.

77. Risk and reward profile

(1) Where a UCITS is required to have a KIID, aA responsible person shall calculate a synthetic risk
and reward indicator in accordance with the methodology prescribed in ESMA Guidelines for the
calculation of the synthetic risk and reward indicator in the Key Investor Information Document
(Ref: CESR/10-673).

(2) (a) Where a UCITS is required to have a KIID, aA responsible person of a UCITS established as a

feeder fund shall ensure the following are included in the KIID:

(i) adescription of the risk and reward profile of the UCITS;
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(i) where the ancillary assets held by the feeder UCITS impact on the risk and reward

profile of the UCITS, a disclosure of this fact;

(b) Adescription for the purposes of subparagraph (a)(i) shall not be materially different to the

risk and reward profile of the corresponding master UCITS.

78. Filing requirements

(1) Where aUCITS is required to have a KIID, aA responsible person of an umbrella UCITS shall

submit a KIID to the Bank prior to the approval of a new sub-fund.

(2) When filed with the Bank in accordance with paragraph (1), a KIID must be accompanied by
written confirmation from the responsible person or the legal adviser to the UCITS to-the Bank
that -

(a) the KIID complies with the requirements of the UCITS Regulations, Commission Regulation
(EU) No 583/2010 and these Regulations, and

(b) theinformation in the KIID does not conflict with the content of the prospectus.

(3) Every-Each new KIID and amended KIID shall be submitted by the responsible person to the
Bank.

(4) Where a UCITS is required to have a KID, a responsible person of an umbrella UCITS shall submit

a KID to the Bank prior to the approval of a new sub-fund.

(5) AKID filed in accordance with paragraph (4) must be accompanied by written confirmation from

the responsible person or the legal adviser to the UCITS that-

(a) the KID complies with Regulation (EU) No 1286/2014 on key information documents for

packaged retail and insurance-based investment products (PRIIPs);

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

conditions for fulfilling the requirement to provide such documents; and
(c) theinformation in the KID does not conflict with the content of the prospectus.

(6) Each new KID and amended KID shall be submitted by the responsible person to the Bank.
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Question 5: Do you agree with the proposed changes to Regulations 75 to 78 in Part 5
of the Central Bank UCITS Regulations?

[l Yes
[l No

If you have further comments in relation to the proposal, please provide with reference
to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Part 6 - General operational requirements

Regulation 80 - Directed brokerage services or similar

arrangements

Changes are proposed to Regulation 80 of the Central Bank UCITS Regulations for

drafting purposes.

Proposed amendments to Regulation 80 of the Central Bank UCITS Regulations:
80. Directed brokerage services or similar arrangements

Aresponsible person shall; review at least-on-an-annualbasis+review annually any directed brokerage
services or similar arrangements and associated costs to a UCITS, where such services or arrangements

are being operated in relation to that UCITS.

Question 6: Do you agree with the proposed changes in Regulation 80 of the Central
Bank UCITS Regulations?

[0 Yes
[1 No

If you have further comments in relation to the proposal, please provide with reference
to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.
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Part 7 - Annual and half-yearly reports of a

UCITS

Regulation 82 - Additional information to be included in the
annual report

Changes are proposed to Regulation 82 for drafting purposes.

Proposed amendments to Regulation 82 of the Central Bank UCITS Regulations:
82. Additional information to be included in the annual report
(2) For the purposes of paragraph (1)(b) -

(a) amaterial change is defined as aggregate purchases of a security exceeding 1 per cent of the
total value of purchases for the period or aggregate disposals greater than 1 per cent of the
total value of sales,

(b) if there were fewer than 20 purchases that met the material changes definition, the UCITS
shall disclose those purchases and such-aumberof the next largest purchases so that at least
20 purchases are disclosed, and

(c) if there were fewer than 20 sales that met the material changes definition, the UCITS shall
disclose those sales and such-aumberof the next largest sales so that at least 20 sales are

disclosed.

Question 7: Do you agree with the proposed changes in Regulation 82 of the Central

Bank UCITS Regulations?
1 Yes

[0 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.
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Part 8 - Requirements in respect of specific

types of funds

Regulation 84 - Interpretation: Part 8

The Central Bank is now proposing to remove Regulation 84 of the Central Bank UCITS
Regulations for clarification purposes and to include, as a replacement, new paragraphs

(1) and (2).

The proposed Regulation 84(1) and (2) seek to ensure that for a UCITS that is a short term
or standard MMF (i) comply at all times with the requirements on stress testing in
accordance with Article 28 of the MMFR, and (ii) adhere to the guidelines establishing
common reference parameters of the stress test scenarios that are issued and updated

periodically by the ESMA.

Proposed amendments to Regulation 84 of the Central Bank UCITS Regulations:

84. Interpretation—Part 8 Stress Testing - Money Market UCITS

(1) For aUCITS thatis a short term MMF or a standard MMF as defined in Article 2(14) and 2(15)
respectively of the Money Market Funds Regulation, a responsible person shall ensure that the

UCITS complies at all times with the requirements on stress testing in accordance with Article 28

of the Money Market Funds Regulation. lathisPart referencestoa"Short-Term-Money-Market

nd" mean mone o e nd-referred-to-inReculation82 "Mone N3 e ndmean

(2) In conducting the stress testing detailed in paragraph (1) above, the UCITS shall adhere to the
guidelines establishing common reference parameters of the stress test scenarios that are issued and

updated periodically by the European Securities and Markets Authority (ESMA).
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Question 8.1: Do you agree with the proposed changes in Regulation 84 of the
Central Bank UCITS Regulations?

[l Yes
[l No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons

for your answer.

Regulation 85 - Exchange-traded funds

In November 2024, the Central Bank published UCITS Q&A ID 1016 to reflect changes
which enable the ETF naming requirement at the share class level. It is now proposed to
reflect these changes in the Central Bank UCITS Regulations under paragraph (1) of
Regulation 85 and delete the relevant Q&A.

In addition, it is proposed to update Regulation 85(2) and (3) of the Central Bank
Regulations to clarify that the relevant documents include the UCITS KIID or the PRIIPs
KID, as applicable.

Proposed amendments to Regulation 85 of the Central Bank UCITS Regulations:
85. Exchange-traded funds
(1) Aresponsible person of a UCITS ETF shall ensure that, in its name and in each of the types of
document set out in paragraph (2), the relevant UCITS ETF uses the identifier "UCITS ETF" to
identify it as an exchange-traded fund. Where a UCITS ETF has one or more sub-funds or share

classes, the “UCITS ETF” identifier shall only be used in respect of those sub-funds or share

classes that are exchange-traded. A+responsible personof a UCITS ETE shallensure that inits

(2) The types of document to which paragraph (1) refers arerinrespect-ofthe particular UCITSETE -

(a) the constitutional document,
(b) the prospectus,
(c) theKIID or KID, and
(d) marketing communications.
(3) Aresponsible person of a UCITS ETF shall, in -

(a) the prospectus,
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(b) the KIID or KID, and
(c) the marketing communications of the UCITS ETF,
disclose the policy of the UCITS ETF regarding portfolio transparency and where information

on the portfolio may be obtained, including where the indicative net asset value, if applicable,

is published.

Question 8.2: Do you agree with the proposed changes in Regulation 85 of the
Central Bank UCITS Regulations?

[l Yes

[l No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons

for your answer.

Regulation 86 - Actively managed UCITS ETFs

The Central Bank is proposing to amend Regulation 86(b) of the Central Bank UCITS
Regulations in respect of actively-managed UCITS ETFs to include, where the UCITS is
required to provide a PRIIPs KID, a reference to the PRIIPs KID to the list of documents
where the disclosure requirements set out in this provision shall be met by the

responsible person of the UCITS.

Proposed amendments to Regulation 86(b) of the Central Bank UCITS Regulations:
86. Actively managed UCITS ETFs
A responsible person of a UCITS that is an actively managed UCITS ETF shall, in -

(a) the prospectus,
(b) theKIID or KID, and

(c) the marketing communications of the actively managed UCITS ETF, disclose -
(i) that the UCITS ETF is an actively managed UCITS ETF, and
(i) how the UCITS ETF will meet the stated investment policy including, where

applicable, its intention to outperform an index.

Back to “Contents”




Consultation Paper 161 | Central Bank of Ireland | page 53

Question 8.3: Do you agree with the proposed changes in Regulation 86 of the Central
Bank UCITS Regulations?

[l Yes
[l No

If you have further comments in relation to the proposal, please provide with reference
to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulations 88 to 91 - Provisions in respect of money-market
UCITS

The Central Bank is proposing to remove Regulations 88 to 91 of the Central Bank UCITS

Regulations as they are obsolete.

Proposed removal of Regulations 88, 89, 90 and 91 of the Central Bank UCITS Regulations:

88-Meoney-market UEITS
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Question 8.4: Do you agree with the proposed changes from Regulation 88 to 91 of
the Central Bank UCITS Regulations?

[l Yes
[1 No

If you have further comments in relation to the proposal, please provide with reference
to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 92 - European Central Bank reporting requirements

The Central Bank is proposing to align reporting requirements for MMFs with general
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Proposed amendments to Regulation 92 of the Central Bank UCITS Regulations:

92. European Central Bank reporting requirements

(1) The responsible person of every a UCITS that meets the definition ef*Meoney-Market Fund“in

A e 13 of Regulation No-10 0 of the obean-Cean B

N O /] aentembe

(ECB/2013/33}in Article 2(5) of Regulation (EU) 2021/379 of the European Central Bank of 22
January 2021 on the balance sheet items of credit institutions and of the monetary financial
institutions sector (recast) (ECB/2021/2) and domiciled within a Monetary Union Member State
(MUMS) shall submit such period returns to the Bank as specified by the Bank from time to time.
Those returns shall be in the form, and contain the information, specified by the Bank and

published on the Bank’s website. setsof datatothe Bankateach-of two frequencies -
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Question 8.5: Do you agree with the proposed changes to Regulation 92 of the Central
Bank UCITS Regulations?

[l Yes
[l No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Part 11 - Management companies

Regulation 98 - Operating conditions

The Central Bank proposes to amend Regulation 98 of the Central Bank UCITS
Regulations to include a new requirement for the UCITS management company to ensure
sufficient resources are devoted to manage and monitor the services provided to every

UCITS under its management.

Proposed amendments to Regulation 98 of the Central Bank UCITS Regulations:
98. Operating conditions

() A management company shall ensure that it has sufficient resources to manage and monitor the

services that are provided to every UCITS that is under its management.

(1) A management company shall, in accordance with paragraphs (2) and (3), prepare and submit to

the Bank financial accounts of the management company.
(2) A management company shall -
a. submittothe Bank -

(i) annual audited accounts of the management company prepared in accordance with

any applicable legislative requirements, and
(i) such further information as the Bank may prescribe from time to time, and

b. submit the information required in paragraph (a) to the Bank within four months of the

year-end.

(3) A management company shall -
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(a) prepare accounts of the management company twice in every financial year to cover,

respectively -

(i) the first six months of the financial year of the relevant management company,

and
(ii) the full twelve months of the relevant financial year, and
(b) ineach case to which subparagraph (a) applies -

(i) submit the accounts for the first six months of the financial year to the Bank

within two months of the end of the relevant period, and

(i) submit the accounts for the full twelve months of the relevant financial year to

the Bank within one month of the end of the relevant period, and

(c) prepare the accounts in subparagraph (a) in the format prescribed by the Bank from time

to time.

(4) Every set of financial accounts specified in paragraphs (3) and (4)(a)(i) shall be accompanied by a

minimum capital requirement report.
(5) A minimum capital requirement report of a management company shall be -
(a) prepared inthe format prescribed by the Bank from time to time, and
(b) completed by the relevant management company.
(6) A management company shall maintain an up to date business plan.

(7) Where, by virtue of an investment in the units of another investment fund, a management
company or the delegate of a management company (as the case may be) receives a commission

(including a rebated commission) -

(a) the commission is the property of the investment fund on behalf of which the investment

has been made, and

(b) the management company treats the commission as such property.

Question 9.1: Do you agree with the proposed changes to Regulation 98 of the

Central Bank UCITS Regulations?
1 Yes

[0 No
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If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 100C - Transitioning for existing management

companies

The Central Bank is proposing to remove the transitioning measures set out in Regulation

100C of the Central Bank UCITS Regulations, as those provisions are no longer applicable.

Proposed deletion of Regulation 100C of the Central Bank UCITS Regulations:

Question 9.2: Do you agree with the proposed changes to Regulation 100C of the
Central Bank UCITS Regulations?

[l Yes
[1 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 104 - Directors

The Central Bank is proposing to make amendments to Regulation 104 of the Central
Bank UCITS Regulations.

Specifically, the proposed changes seek to:
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e clarify that the requirement by the UCITS management company to notify the
Central Bank of the resignation or removal of a director of the management
company from the office of director, or other termination of such a director’s

service as such, as set out in Regulation 104(1), shall be provided in writing;

e clarify the requirement laid down in Regulation 104(3) of the Central Bank UCITS
Regulations, whereby no person may act as both a director of a management
company and of the depositary of any investment where both entities provide

services to the same fund; and

e clarify that the residency requirements for directors and designated persons of
UCITS management companies rated as “low” under PRISM will be retained as a
minimum requirement for all management companies with the discretion for the
Central Bank to provide at the point of authorization for additional residency

requirements as deemed appropriate.

Proposed amendments to Regulation 104 of the Central Bank UCITS Regulations:
104. Directors

(1) A management company shall upon the resignation or removal of a director of the management
company from the office of director, or other termination of such a director’s service as such,
notify the Bank in writing of that resignation, removal or other termination of service and, to the

fullest extent known to the management company, the reason for it.

(2) For the purpose of paragraph (1), a management company shall notify the Bank immediately in
writing of the resignation, removal or other termination of the service of a director of that
management company.

(3) No person may;simultaneoushy; act as both-be-a director of a management company and of the
depositary efany-investmentwhere both entities provide services to the same fund-that-the

relevant-management company-manages.

(4) Subject to paragraph (6), a management company shall have a minimum of 2 directors resident in
the State.

(5) A management company shall conduct a preponderance of its management in the EEA or such
other country as the Bank may, taking into account criteria regarding effective supervision,
determine and advise by notice published on the website of the Bank. Such determination may be

changed, including if circumstances change.

(6) WhereaA management company shall have at least has-aPRISM-impactratingof -
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(i) 2directorsresident in the State,

(ii) half of its directors resident in the EEA or such other country as determined in

accordance with paragraph (5), and

(i) half of its managerial functions performed by at least 2 designated persons resident

in the EEA or such other country as determined in accordance with paragraph (5).

(7) A management company shall obtain from every proposed appointee to the board of directors
details of all concurrent directorships that are held by those persons.

(8) The board of a management company shall appoint a chairperson on a permanent basis.

(9) A management company shall ensure that an organisation effectiveness role:

(a) shall be performed by an independent Chairman or an independent board member, and

(b) shall not be performed by a person with responsibility in relation to any of the managerial

functions specified in Schedule 10.

(10) In the case of investment companies that have designated a management company, the following
shall apply to the investment company and the management company:
(a) paragraphs (1) to (3) and (7); and
(b) the requirement to have a minimum of 2 directors resident in the State.
() Paragraph (6) is without prejudice to the Bank's power to impose additional residency

requirements pursuant to conditions imposed under the UCITS Regulations.

Question 9.3: Do you agree with the proposed changes to Regulation 104 of the
Central Bank UCITS Regulations?

[0 Yes

[0 No
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If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 107 - Relationship with the Bank

The Central Bank is proposing to clarify the language in relation to the requirement set
out in Regulation 107(2)(e) of the Central Bank UCITS Regulations in respect of the
relationship between the UCITS management company and the Central Bank. Specifically,
this provision currently provides that the management company shall notify the Central
Bank of any situation or event that impacts, or potentially impacts, on the relevant UCITS
or on the management company. As this language may be unclear and open to
interpretation, the Central Bank proposes to clarify that this notification obligation
relates to any situation or event that affects, or potentially affects,a UCITS or a
management company’s ability to meet their regulatory obligations or duties to the

relevant fund.

Proposed amendments to Regulation 107(2)(e) of the Central Bank UCITS Regulations:

107. Relationship with the Bank

A management company shall notify the Bank in writing immediately that the management company

becomes aware of any of the following:

(a) any breach of the UCITS Regulations or of the Bank’s requirements that are applicable to the
relevant UCITS or to the management company (including these Regulations);

(b) any breach of other Irish legislation which breach may be of prudential concern to the Bank or
which may be likely to impact on the reputation or good standing of the relevant UCITS or of the
management company;

(c) the bringing of any legal proceedings by or against the relevant UCITS or the management
company;

(d) the initiation of any criminal prosecution against the relevant UCITS or the management

company or against any officer or employee of the management company;

UCITS oronthemanagementcompanys-any situation or event that impacts, or potentially

impacts, a UCITS or a management company’s ability to meet their regulatory obligations or

duties to the relevant fund;
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(f) theimposition of any fine, administrative sanction or other penalty on the relevant UCITS or on
the management company by any other entity, in the State or in any other jurisdiction, that
performs a prudential or regulatory function in respect of financial services entities;

(g) avisit to the relevant UCITS or to the management company by any entity other than the Bank,
in the State or in any other jurisdiction, that performs a prudential or regulatory functionin

respect of financial services entities.

Question 9.4: Do you agree with the proposed changes to Regulation 107 of the
Central Bank UCITS Regulations?

[l Yes
[1 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 112 - Assessment: governance issues

The Central Bank proposes to amend Regulation 112 of the Central Bank UCITS
Regulations in respect of governance issues. While drafting changes are proposed to its
paragraph (1) for clarification purposes, new paragraphs are proposed relating to the use
of powers by the competent authorities of the UCITS home Member State to activate or
deactivate LMTs pursuant to Article 84(2)(b) of the UCITS Directive, which will be
transposed into Irish law by amending the UCITS Regulations.

Where such powers to activate or deactivate LMTs are used by a competent authority
other than the Central Bank for UCITS authorised in another Member State, the proposed
new Regulation sets out an obligation for the management company of the UCITS to
notify the Central Bank immediately upon being aware that the competent authority
exercises these powers and to take all the necessary steps to keep the Central Bank
informed of the relevant information regarding the management of the UCITS that is the

subject of the exercised powers.

Where the powers referred to in Article 84(2)(b) have been exercised by the Central Bank
as the competent authority of the home Member State of the UCITS, the proposed new

Back to “Contents”




Consultation Paper 161 | Central Bank of Ireland | page 68

provisions set out a requirement for the management company of the UCITS to take all
necessary steps to keep the Central Bank informed of relevant information regarding the

management of the UCITS that is the subject of the exercised powers.

Proposed amendments to Regulation 112 of the Central Bank UCITS Regulations:

112. Assessment: governance issues

fon: A management

company that is managing a UCITS that is authorised in another Member State shall have in
place, and utilise, resources to ensure that it complies with the UCITS authorisation process and
ongoing supervision applied by the competent authority of the home state where the UCITS is

authorised or approved.

(2) A management company that is managing a UCITS that is authorised in another Member State
shall include in the programme of operations that it submits to the Bank -

(a) theidentity of the employee of the management company, or designated persons, who
has expertise concerning the regulatory requirements applicable in the home state of
the relevant UCITS,

(b) adescription of how the management company will monitor compliance with regulatory
requirements that are applicable in the home state of the relevant UCITS on a day-to-
day basis,

(c) where a UCITS is an investment company, the resources that the management company
is putting in place to address the need to have a representative available to travel to the
home state of the relevant UCITS to attend and report at board meetings of the relevant
UCITS, and

(d) ananalysis of the impact that managing a UCITS that is authorised in another Member
State is likely to have on the management company’s minimum capital requirement and
how this impact will be addressed.

(3) A management company shall ensure that it has in place, and utilises, sufficient resources to

supervise the services that are provided to every UCITS that is under its management.

() A management company that is managing a UCITS authorised in another Member State shall notify
the Bank immediately when it becomes aware that the competent authorities of the UCITS home
Member State exercise powers pursuant to Article 84 paragraph 2(b) of the UCITS Directive. The
management company shall take all necessary steps to keep the Bank informed of relevant
information with respect to the management of the UCITS that is the subject of the exercised

powers.
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() Where the Bank has exercised powers pursuant to Article 84 paragraph 2(b) of the UCITS
Directive, the management company shall take all necessary steps to keep the Bank informed of
relevant information with respect to the management of the UCITS that is the subject of the

exercised powers.

Question 9.5: Do you agree with the proposed changes to Regulation 112 of the
Central Bank UCITS Regulations?

[l Yes
[1 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 114 - Assessment: depositary issues

Changes to Regulation 114(1) of the Central Bank UCITS Regulations are proposed for

clarification purposes.

Proposed amendments to Regulation 114 of the Central Bank UCITS Regulations:
114. Assessment: depositary issues

(1) A management company shall ensure that aethe agreement between it and a depositary that is
located outside the State impairstheabilityofpermits the Bank to gain access to relevant
documents and information of the management company, evidencing any and all matters which
are potentially relevant to the arrangements and organisational decisions described in

Regulation 29(1) of the UCITS Regulations. This paragraph applies to -
(a) agreements entered into after the date of the commencement of these Regulations, and

(b) existing agreements that are renewed after the date of commencement of these

Regulations.

(2) A management company shall, in the programme of operations that it submits to the Bank,

specify the steps that it will take to ensure compliance with this Regulation.
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Question 9.6: Do you agree with the proposed changes to Regulation 114 of the
Central Bank UCITS Regulations?

[l Yes
[l No

If you have further comments in relation to the proposal, please provide with

reference to the specific provision of the Central Bank UCITS Regulations and provide

reasons for your answer.

Part 12 - UCITS depositaries

Regulation 120 - Operating conditions

The Central Bank is proposing to remove the term ‘simultaneously’ in Regulation 120(1)

of the Central Bank UCITS Regulations for drafting purposes.

Proposed amendments to Regulation 120(1) of the Central Bank UCITS Regulations:
120. Operating conditions
(1) Adepositary shall not have a director who is also simultaneoushy-a director of -
(a) therelevant management company,
(b) the relevant administration company, or

(c) therelevant UCITS investment company.

Question 10.1: Do you agree with the proposed changes to Regulation 120 of the

Central Bank UCITS Regulations?
2 Yes

[0 No
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If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Regulation 122 - Permitted markets

The proposed change to Regulation 122(1)(a) of the Central Bank UCITS Regulations seek

to clarify the language.

Proposed amendments to Regulation 122(1)(a) of the Central Bank UCITS Regulations:

122. Permitted markets
(1)

(a) Adepositary shall review the list of stock exchanges and markets that are mentiened-set out
in the UCITS prospectus to ascertain if the depositary can provide, at the date of the
prospectus, for the safe-keeping of the assets of a UCITS which may be traded on these

exchanges or markets, by or under the UCITS Regulations.

Question 10.2: Do you agree with the proposed changes to Regulation 122 of the
Central Bank UCITS Regulations?

[l Yes

[1 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Part 13 - Miscellaneous provisions

Regulation 129 - Transitional arrangements

The Central Bank is proposing to delete Regulation 129 of the Central Bank UCITS
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Proposed deletion of Regulation 129 of the Central Bank UCITS Regulations:

Question 11: Do you agree with the proposed changes to Regulation 129 of the
Central Bank UCITS Regulations?

0 Yes
[0 No

If you have further comments in relation to the proposal, please provide with reference
to the specific provision of the Central Bank UCITS Regulations and provide reasons

for your answer.

Regulation 130 - Disapplication of certain provisions

The Central Bank is proposing to remove Regulation 130 of the Central Bank UCITS

Regulations as a result of:

e the proposed removal of obsolete provisions under Regulations 2 and 88 to 91
referred to in paragraphs (1)(a) and (e) of this provision;
e the expiration of transitional arrangements laid down in paragraph (2) and (3) of

this provision; and

e the proposed amendments to the requirements in respect of UCITS investing in
MMIs that are not MMFs set out in Regulations 6(3)(a), 23 to 25 and 84 referred to
in paragraphs (1)(b), (c) and (d) of this provision.

Back to “Contents”




Consultation Paper 161 | Central Bank of Ireland | page 73

Proposed removal of Regulation 130 of the Central Bank UCITS Regulations:

130_Disapslication of certai .
(1) This Regulation shall-apply-to the following Regulations:

Question 12: Do you agree with the proposed changes to Regulation 130 of the
Central Bank UCITS Regulations?

[l Yes

[1 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.
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Part 14 - Revocations and saver

Regulation 131 - Revocations

As aresult of the proposed amendments to the Central Bank UCITS Regulations set out in
this Consultation Paper, the Central Bank is proposing to update the list of regulations

that will be revoked.

Proposed amendments to Regulation 131 of the Central Bank UCITS Regulations:

131. Revocations
The following Regulations are revoked:

(a) The Central Bank (Supervision and Enforcement) Act 2013 (Section 48(1)) (Undertakings for
Collective Investment in Transferable Securities) Regulations 2015 [S.I. 420 of 2015];

(b) The Central Bank (Supervision and Enforcement) Act 2013 (Section 48(1)) (Undertakings for

Collective Investment in Transferable Securities) (Amendment) Regulations 2016 [S.I. 307 of
2016];

(c) The Central Bank (Supervision and Enforcement) Act 2013 (Section 48(1)) (Undertakings for
Collective Investment in Transferable Securities) (Amendment) Regulations 2017 [S.I. 344 of
2017];

(d) The Central Bank (Supervision and Enforcement) Act 2019 (Section 48(1)) (Undertakings for
Collective Investment in Transferable Securities) Regulations 2019 [S.I. 230 of 2019]; and

(e) The Central Bank (Supervision and Enforcement) Act 2013 (Section 48(1)) (Undertakings for

Collective Investment in Transferable Securities) (Amendment) Regulations 2023 [S.I. 565 of

2023].

Question 13: Do you agree with the proposed changes to Regulation 131 of the

Central Bank UCITS Regulations?
1 Yes

[0 No

If you have further comments in relation to the proposal, please provide with reference

to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.
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Schedule 2

Regulation 17 - Netting and Hedging

The Central Bank is proposing changes to Regulation 17 in Schedule 2 of the Central Bank
UCITS Regulations for drafting purposes.

Proposed amendments to Regulation 17 in Schedule 2 of the Central Bank UCITS Regulations:
Regulation 17. Netting and Hedging
2. Hedging

The responsible person may only take hedging arrangements into account when calculating global
exposure where the hedging arrangements offset the risks linked to seme-any assets and if the hedging

arrangements comply with all of the following:

(i) They do not aim to generate a return;

(ii) They result in a verifiable reduction of risk at the UCITS level;
(iii) They offset risk linked to FDI;

(iv) They relate to the same asset class;

(v) They are efficient in stressed market conditions.

Question 14: Do you agree with the proposed changes to Regulation 17 in Schedule 2

of the Central Bank UCITS Regulations?
2 Yes
7 No

If you have further comments in relation to the proposal, please provide with reference
to the specific provision of the Central Bank UCITS Regulations and provide reasons

for your answer.
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Schedule 3

Regulation 24(1) - Conditions for Collateral Received by a UCITS

The proposed drafting changes to paragraph (4) of Regulation 24(1) in Schedule 3 of the
Central Bank UCITS Regulations seek to clarify this provision in respect of the conditions

for collateral received by a UCITS.

Proposed amendments to Regulation 24(1) in Schedule 3 of the Central Bank UCITS Regulations:
24(1). Conditions for Collateral Received by a UCITS
4. Correlation

Collateral received should be issued by an entity that is independent from the counterparty. There should
be-a reasonable grounds for the responsible person to expect that it-the collateral would not display a

high correlation with the performance of the counterparty;

Question 15: Do you agree with the proposed changes to Regulation 24(1) in

Schedule 3 of the Central Bank UCITS Regulations?
7 Yes
7 No

If you have further comments in relation to the proposal, please provide with reference
to the specific provision of the Central Bank UCITS Regulations and provide reasons for

your answer.

Schedule 5

Regulation 36(1) - Methods of Valuation

The Central Bank is proposing to remove paragraph (6) of Regulation 36(1) in Schedule 5
of the Central Bank UCITS Regulations in light of proposed amendments to Regulation

cross-references to the MMFR.
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Proposed deletion of paragraph (6) of Regulation 36(1) in Schedule 5 of the Central Bank UCITS

Regulations:

36(1). Methods of Valuation

Question 16: Do you agree with the proposed changes to Regulation 36(1) in

Schedule 5 of the Central Bank UCITS Regulations?
2 Yes
7 No

If you have further comments in relation to the proposal, please provide with reference
to the specific provision of the Central Bank UCITS Regulations and provide reasons

for your answer.
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Appendix

Central Bank Guidance on performance fees for UCITS and

certain types of Retail Investor AlFs

Proposed amendments to the Central Bank Guidance on performance fees in UCITS and certain types
of AlFs:

Performance fees of UCITS and certain types of Retail Investor AlFs - Guidance

Scope (paras. 1-2)

Published date 04-April2021] |

1. This Guidance applies only to UCITS and to Retail Investor AlFs other than those Retail Investor
AlFs that are closed-ended and open-ended Retail Investor AlFs that have been established as
EuMVECA EUSEE a European venture capital fund, a European social entrepreneurship fund, an
ELTIF or follow venture capital, private equity or real estate strategies-{inr-scope-funds).

2. The Guidance applies at fund level. New-classes-withinan-existingin-scopefund-with

Responsibility (para. 3)

Published date 04-Apri2021] |

3. Where the Guidance is being applied in the context of a UCITS, responsibility for compliance with

this Guidance rests with the Responsible Person of the UCITS as such term is defined in the

Central Bank UCITS Regulations [Central- Bank{Supervision-and-Enforcement)}-Act 2013 {Section

230-0f 2019} (Central Bank UCITFSRegulations) INSERT REFERENCE TO CENTRAL BANK
UCITS REGULATIONS, AS AMENDED]. Where the Guidance is being applied in the context of a

Retail Investor AlF, responsibility rests with the RetaiHnvestorAlE Alternative Investment Fund

Manager (AIFM) as such term is defined in Regulation 5(1) of the European Union (AIFM)
Regulations 2013 (SI No. 257 of 2013).

Effective date Definitions (para. 4)
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Published date 04-April2021] |

“pbenchmark” a market index against which the performance of
afund is assessed-to-assesstheperformanceofa
fund

“benchmark model” a performance fee model whereby the

performance fees may only be charged on the

basis of outperforming the reference-benchmark

“crystallisation frequency” the frequency at which the-an accrued
performance fee-ifany; becomes payable to the
management company of the UCITS or AIFM

“excess performance” the difference between the net performance of
the portfolio and the performance of the

benchmark

“fulcrum fee” a type of performance fee which provides for the
level of the fee to increase or decrease
proportionately with the investment performance
of the fund over a specified period of time in
relation to the investment record of an
appropriate reference indicator (including a
negative fee deducted from the basic fee charged

to the fund)

“fund managed in reference to a benchmark” a fund where the benchmark plays arolein the

management of the fund, for example, in the

Back to “Contents”




Consultation Paper 161 | Central Bank of Ireland | page 80

explicit or implicit definition of the portfolio’s
composition and/or the fund performance

objectives and measures

“High-Water Mark” or “HWM” the highest NAV per share-erunit

“High-Water Mark model” or “HWM model” a performance fee model whereby the a
performance fee may only be charged on the basis

of achieving a new High-Water Mark HWM

during the performance reference period-Jnder
i | ‘ e blewl

i NAVY | it ic achi |
luring ¢l ‘ ‘ iod

“High-on-High (HoH) model” a performance fee model whereby-the-a
performance fee may only be charged if the NAV
exceeds the NAV efthefund at which the
performance fee was last crystallised-Underthis
modelaperformancefeeispayablewherethe
NAVof the fund-exceedsthe NAV-of the fund-at
whichthe performance fee waslastcrystallised

“hurdle rate” a predefined minimum fixed rate of return
KIID a key investor information document of a UCITS
KID a key information document issued pursuant to

Regulation (EU) No 1286/2014 on key
information documents for packaged retail and

insurance-based investment products (PRIIPs)

“NAV” net asset value

“performance reference period” the time horizon over which the performance of
an authorised fund is measured and compared
with that of the reference-indicator benchmark, at
the end of which the mechanism for the
compensation for past underperformance (or
negative performance) can be reset-Fhe
performancereference periodshallbethewhole
life-ofthefund
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“reference indicator” the reference indicator against which the relative

performance of the fund will be measured

“unitholder” in the context of a UCITS, a shareholder in the
case of an investment company and unitholder in
the case of a unit trust or common contractual
fund

in the context of a Retail Investor AlF, a
shareholder in the case of an investment
company, a limited partner in the case of an
investment limited partnership and a unitholder
in the case of a unit trust or common contractual
fund

“units” in the context of a UCITS, shares of an investment
company and units of a unit trust or common

contractual fund

in the context of a Retail Investor AIF, shares of
an investment company, interests of the partners
in an investment limited partnership and units of a

unit trust or common contractual fund

Performance fee calculation methodology (para. 5)

Published date 031-Apri2024[ |

5. AResponsible Person [Aas defined in the Central Bank UCITS Regulations:] or RetaiHhvestor

AEAIFM, in ia respect of a performance fee calculation methodology shall ensure that:

a. sheuld-ensure the calculation of a performance fee is verifiable and not open to the

possibility of manipulation;

b. should-ensure the performance fee calculation methodology includes, at least, the

following elements:

i the reference indicator to measure the relative performance of the fund.
For this purpose, the reference indicator can be an index {e-g-Eenia;
Eurostoxx50-ete}, a HWM, a hurdle rate (2%) or a combination of an

index and/or a HWM and/or a hurdle rate{e.g-HWM+ hurdle rate).
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ii. the crystallisation frequency at which the accrued performance fee, if any,
becomes payable to the manager and athe crystallisation date at which

the performance fee is credited to the manager;
iii. the performance reference period;

iv. the performance fee rate which may also be referred to as the “flat rate”
ke: which is the rate of performance fee which that may be applied in all

models;

V. the performance fee methodology defining the method for the calculation
of the performance fees based on the abovementioned inputs andas well

as any other relevant inputs; and

vi. the computation frequency, which should coincide with the calculation
frequency of the NAV (for example, if the fund calculates its NAV daily,

the performance fee should be calculated and accrued in the NAV on a

daily basis):;

should-ensure the performance fee calculation methodology is designed to ensure that
performance fees are always proportionate to the actual investment performance of the
fund. Artificial increases in NAV resulting from new subscriptions sheuld shall not be

taken into account when calculating fund performance;;

should-ensure they are always able to demonstrate how the performance fee model of a
fund constitutes a reasonable incentive for the manager and is aligned with investors’

interests:;

should-ensure the application of the performance fee provisions calculation

methodology and their final payments of performance fees is are allocated and reversed

in a symmetrical ways;

could-caleulate performance fees are calculated on a single invester unitholder basis;
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h. the calculation of the performance fee is verified by the depositary. The depositary shall
not permit performance fees to be paid by or on behalf of the fund unless the process
and methodology for the calculation of the fee has been verified by the depositary or by

a competent person appointed by the Responsible Person or AIFM and approved for the

purpose by the depositary.

Consistency between performance fee model and the fund's investment objectives, strategy and policy

(para. 6)

Published date 04-Aprit2021[ |

6. AResponsible Person or Retaillavestor AIEAIFM; shalleuldasregards ensure that there is
consistency between the performance fee model and the fund’s investment objectives, strategy

and policy by:

a. implementing and maintaining a documented process in order to demonstrate and
periodicallyreview that the performance fee model is consistent with the fund’s

investment objectives, strategy and policy:;

b. whenregularly assessing the consistency of between the performance fee model and the
fund’s investment objectives, strategy and policy, bycheck:

i whetherconfirming that the chosen performance fee model is suitable for

the fund given its investment policy, strategy and objective:;

().considering fEor a fund that pursues an absolute return objective, whether a
HWM model and/or a hurdle rate may sheuld be considered-asbeing more
appropriate than a performance fee calculated with reference to an index because

where the fund is not managed with a reference to a benchmark;

().inadditien; consideringation should-be givento theextenta whether the HWM
model for a fund with an absolute return objective should might-need+te include a

hurdle rate to align the model to the fund’s risk-reward profile;

ii. considering whether, for a fund that calculates the performance fee with
reference to a benchmark, the benchmark is appropriate in the context of
the fund’s investment policy and strategy, and adequately represents the
fund’s risk reward profile. This assessment should also take into account
any material difference of risk {e.g~veolatility) between the fund’s
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investment objective, and-the chosen benchmark;aswellas and the
consistency indicators included below under paragraph 6(d). For example,
it should not be deemed appropriate for a fund with a predominantly long
equity-focused strategy to calculate the performance fee with reference

to a money market index:,

c. ensuringe that; where a fund is managed in with reference to a benchmark and where it
employs a performance fee model based on a benchmark, that the two indices are the

same. For the purposes of this paragraph, this includes:-inthecaseof:

i in the case of performance measures:, the fund has a performance
objective linked to the performance of a benchmark {e-g-—-trdex-A+

. . 0,
Y y

rateete); andor,

ii. in the case of portfolio composition:, the fund portfolio holdings are based
upon the holdings of the benchmark, ensuring that in such cases, the

benchmark used for the portfolio composition is the same as the

benchmark used for the calculation of the performance fee; {e-g+the

d. Ensuringthat where a fund is managed in with reference to a benchmark but the fund’s
portfolio holdings are not based upon the holdings of the benchmark (e.g+theindexis
used-as-a-universe fromwhich-toselectsecurities), that the benchmark used for the
portfolio composition should be consistent with the benchmark used for the calculation

of the performance fee. Such cConsistency should be primarily assessed against the

similar risk return profile of different benchmarks {e-g-they-falHinto-the samecategory

ntarmeco nthe R R o\ dlnd a ndlorvo nd-expected-re a .The

following non-exhaustive cumulative list of “consistency indicators” should be taken into

account based on the type of investment of the fund {forexamplerequities-bondsor
derivatives):

Consistency Indicators
- expected return;

- investment universe;
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- beta exposure to an underlying asset class;
- geographical exposure;
- sector exposure;

- income distribution of the fund;

- liquidity measures {e-g--daily-trading volumes bid-askspreadsete);
- duration;

- credit rating category;

-volatility and/or historical volatility.

e. notselecting areference indicator that would set a systematically lower threshold for
fee calculation than the actual benchmark, where performance fees are payable on the
basis of out-performance of a benchmark;takeareferenceindicaterthat wouldseta
systematicallylowerthreshold for fee calculationthanthe actualbenchmark—;

().ensuring that where the calculation of a performance fee is based on a fulcrum fee model,
the performance fee is based on the same benchmark used to determine excess

performance;

f. calculatinge the excess performance net of all costs {fer-example-managementfeesor
administrative fees). Excess performance may be calculated without deducting the

performance fee itself provided that in doing so it is in the best interest of investors-best

interests:;

g. ensuring that if the reference indicator changes during the reference period, calculatinge
the performance of the reference indicator for the period by linking the benchmark that
was previously in force until the date of the change and from the date that the new
reference indicator was then applied used-afterwards.

Frequency for the crystallisation of the performance fee (paras. 7 and ())

Published date 04-April2021] |

7. AResponsible Person or Retailavestor AIEAIFM;should; as regards frequency for the

crystallisation of the performance fee shall ensure that:

a. ensurethefrequency for the crystallisation and the subsequent payment of the

performance fee is defined in such a way as to ensure the alignment of interests between
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the portfolio manager and the shareheolders unitholders, and the fair treatment amengof
unitholders investeors:;

b. inthecaseofretailAlEsensure the crystallisation frequency eceurs-ro should not be
more frequently than once a year;:

c. ensurethecrystallisation date is the same for all share classes that apply lewy-a

performance fee;:

d. incase of aclosuref or merger of funds andZor upon the redemption of a unitholder
investors' redemptions;-ensure, that performance fees, if any, crystallise in due
proportions on the date of the closureZ, merger and{or investors’ unitholder redemption.
In case of a merger of funds, the crystallisation of the performance fees of the merging
fund should be authorised subject to the best interest of investors unitholders of both
the merging and the receiving fund. Ferinstance,incasewhereallinvolvedfundsare

().unless it can be justified otherwise by the responsible person or AIFM, where all UCITS or
Retail Investor AlFs involved in the merger are managed by the same manager, the
crystallisation of performance fees should be presumed contrary to unitholders’ best

interest;

e. seektoalignthe crystallisation date is aligned with 31 December or with the end of the

financial year of the fund.

() Aderogation from paragraph 6(b) above is permitted where the fund employs the following

models:

a. aHWM or a HoH model where the performance reference period is equal to the whole

life of the fund and it cannot be reset; or

b. afulcrum fee model or other performance fee models which provide for a symmetrical
fee structure (whereby performance fees would decrease or increase based on the

performance of the fund).

Negative performance (loss) recovery (para. 8)
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8. Where there is negative performance by a fund, theA Responsible Person or RetailHlnvestor
AIEAIFM shall ensure that;sheuld;asregardsnegative performance {loss) recovery:
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a. inthecaseofretaillnvestor AlEs onlypay-a performance fee is only payable in
circumstances where positive performance has been accrued during the performance
reference period. Any underperformance or loss previously incurred during the
performance reference period should be recovered before a performance fee becomes

payable;

b. prevideaprominent warningin bold text is provided to the-investors in the fund’s

prospectus, the KID and, where applicable, the KIID, indicating that a performance fee

may be payable where the fund when;inordertoaveid misalignment of interests

etweenthe managerandinvestorsthefundpa 3-performance co ifi hasout_

performed the reference benchmark but overall had a negative performance;;

c. ensurethe performance fee model is designed to ensure that the manager is not
incentivised to take excessive risks and that cumulative gains are duly offset by

cumulative losses:;

().the manager’s performance is assessed and remunerated on a time horizon that is

consistent with the recommended investors’ holding period;

d. inthecaseofaRetaillnvestor AlE-where the Retaillnvestor AIE a fund employs a
performance fee model based on a benchmark index, ensurethat any underperformance
of the Retaillavestor AIE fund compared to the benchmark inpreceding perieds is

clawed back before any performance fee becomes payable insubsequentperiods-Tothis

wholelife of the Retaillnvestor ALE. The criteria outlined in the performance reference
period definition shall apply in the case of funds using this model. If the length of the
performance reference period is shorter than the whole life of the fund, then this period

should be set to at least 5 years;

e. inthecaseofaRetailnvestorAlE; where a fund utilises a HWM model, ersurethe a
performance fee is only payable where, during the performance reference period, the
new HWM exceeds the last HWM. The starting point to be considered in the calculations
should be the initial offering price per unit. The criteria outlined in the performance
reference period definition shall apply in the case of funds using this model. For the
HWM model, in case the performance reference period is shorter than the whole life of
the fund, the performance reference period should be set to equal or at least 5 yearson a
rolling basis. In this case, performance fees may only be paid if the outperformance
exceeds any underperformance during the defined performance reference period which
should be set to equal or at least 5 years, and performance fees should not crystallise
more than once a year;orpaid-ontheincrease of the netassetvalue pershare overthe
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(). the performance reference period shall not apply to the fulcrum fee model and other
models which provide for a symmetrical fee structure, as in these models the level of the
performance fee increases or decreases proportionately with the investment performance

of the fund;

Disclosure of the performance fee model (para. 9)

Published date 04-Aprit2021[ |

9. AResponsible Person or Retailnvestor AIEAIFM; shalleuld; as regards disclosure of the

performance fee model, ensure that:

a. ensureinvestors are adeguatehyinformed about the existence of performance fees and
abeouttheir potential impact on the investment return. The UCITS/Retail Investor AlF
shall clearly indicate in its prospectus where a performance fee will be applied along with
the rules governing the operation of that performance fee. Such rules shall comply with

the requirements detailed in this Guidance;

b. where a performance fee may be paid also in times of negative performance (for
example, the fund has out-performed its reference-benchmark index but, overall, has a
negative performance), include that a prominent warning in bold text is provided to
investors in the prospectus, the KID and, where applicable, the KIID;KHB-ifthereisone

| it . KD int! .

c. inthe case of afund managed in reference to a benchmark, that the computationes of

performance fees with a benchmark model based on a different but consistent

benchmark (as per the case under paragraph 6(d)); should clearly explain the choice of

benchmark in the prospectus;:

d. itisclearly setoutin the prospectus and, if relevant, any ex-ante information documents
as well as marketing material, all information necessary to enable investors to
understand properh-the performance fee model and the computation methodology.
Such-documentsshould This includes a description of the performance fee calculation

method, with specific reference to parameters and the date when the performance fee is
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paid, without prejudice to other more specific requirements set out in specific legislation

or regulation;:

ensure-the main elements of the performance fee calculation methodology are indicated
and disclosed thefoellowing in the prospectus in line with the principles set out in

paragraph 5 above, including at least the following:
i the calculation period for determining the performance fee;
ii. the first calculation period;

iii. how the performance fee is calculated, for example in the context of
UCITS, whether it is calculated in accordance with Regulation 40(1)(a) or

(b) of the Central Bank UCITS Regulation;

iv. the amount of the performance fee payable, i.e. the percentage payable;
and
V. accrual basis of performance fee and when it is actually paid.

in the prospectus, concrete examples are provided to investors with-concrete examples
of how the performance fee will be calculated to provide investors with a better

understanding of the performance fee model especially where the performance fee

model allows for performance fees to be charged even in case of negative performance;

include-a risk warning is included in the prospectus which provides that performance fee
is based on net realised and net unrealised gains and losses as at the end of each
calculation period and that, as a result, incentive fees may be paid on unrealised gains

which may subsequently never not be realised;:

ensurethe KID or, where applicable, the KIID, clearly sets out all information necessary
to explain the existence of the performance fee, the basis on which the fee is charged and
when the fee applies, consistently with Article-10{21c)}-of the KHD-Regulation Article 5 of
the Delegated Regulation (EU) 2017/653 as amended by the Delegated Regulation (EU)
2021/2268. Where performance fees are calculated based on performance against a
reference benchmark index, the prospectus and the KID or, where applicable, the KIID
and-theprospectus should display the name of the benchmark and show past

performance of the fund against it, and a link or reference to where the information can

be accessed; [See-SectionHKey-tnvestorinformation Document (KHBHor UCITS;
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i. ensurethe annual and half-yearly reports and any other ex-post information indicates,

for each relevant share class, the impact of the performance fees by clearly displaying:

i the actual amount of performance fees charged and

ii. the percentage of the fees based on the share class NAV:;

Issued: 01-April2021[ |
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