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Sadya Khan 
Retail Policy Division 
Financial Services Authority 
25 The North Colonnade 
Canary Wharf 
London E14 5HS 
 
21st July 2006 
 
Dear Sadya, 
 

Response to CP06/7: Single and dual pricing for authorised collective 
schemes 

 
 

The Depositary and Trustee Association (DATA) represents all depositaries and 
trustees of UK-based authorised unit trusts and open-ended investment companies 
(OEICs). At the end of May 2006, the members of DATA were responsible for 
safeguarding £366.7 billion of funds under management.  
 
We welcome the opportunity to comment on the proposals outlined in CP06/7. Our 
responses to your specific questions are detailed in the attached document. In 
particular, I would like to draw your attention to our comments in response to 
question 6 and our request that you formally consult on the ancillary issues raised in 
paragraphs 3.17 – 3.22 at the earliest available opportunity. 
 
We would welcome further consideration, or clarification as requested, on these 
points and would be happy to discuss with you, in further detail, any comments we 
have made. 
 
 
 
Yours sincerely, 
 
 
 
 
 
David England 
Chairman of DATA 
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nsibility can be accepted by the Association for action taken which is the result of information contained in this correspondence.  Recipients should 
take specific advice when dealing with specific situations. 



 
CP 06/7: Single and dual pricing for authorised collective investment 

schemes 
 

DATA’s detailed response 
 
 
Q1: Do you agree with our analysis? Are there other factors in support of compulsory 
single pricing that we have not considered? 
 
 
DATA supports the conclusions drawn from FSA’s analysis of the case for 
mandatory single pricing.  We do not feel it necessary to raise any 
additional points for consideration. 
 
 
 
Q2: Do you agree that AFMs of both ICVCs and AUTs should have discretion to 
decide which method of unit pricing to follow? 
 
 
DATA supports FSA’s proposal to allow AFM’s of both ICVCs and AUTs to 
decide the most appropriate method of pricing for their funds. We believe 
that this is in keeping with FSA’s further harmonisation of ICVCs and AUTs. 
 
 
 
Q3: Do you agree that different sub-funds of the same umbrella should be allowed to 
adopt different methods of pricing? 
 
 
DATA supports FSA’s proposal to allow sub funds to use different pricing 
methods. The disclosure requirements and the need for an AFM to assess 
the reasons for adopting different methodologies, within an umbrella 
structure, were felt to satisfactorily mitigate any concerns, especially in 
light of your comment that you do not expect AFMs to make extensive use 
of this provision. DATA is of the opinion that investors are just as likely to 
buy a sub fund on its own merits rather than investing solely in an 
umbrella ICVC with one provider. This proposal should not increase the 
potential for investor confusion as FSA have identified that there are 
already varying pricing methodologies used within the retail product 
arena. 
 
 
 
Q4: Do you agree that all unit classes of a fund or sub fund should be required to 
adopt the same method of pricing? 
 
 
DATA agrees with FSA’s proposal to require all unit classes to be priced in 
the same manner. 
 



 
Q5: Do you agree with the proposals for disclosure and notification to investors? Are 
there any other issues relating to investor information that we should consider? 
 
 
DATA agrees with FSA’s proposals for disclosure and change event 
classification. The change event classification is in line with DATA’s current 
approach and the disclosure requirements seem proportional given the 
removal of the detailed regulations. However, DATA believes there may be 
a benefit from introducing standardised wording to be included in the 
prospectus/simplified prospectus in relation to the procedures and 
controls used by the AFM. 
 
 
 
Q6: Do you agree with the proposed rules and guidance on valuation and calculation 
of unit prices? Do they strike an appropriate balance between delivering investor 
protection and providing flexibility to operate the scheme in a principles-based way? 
 
 
DATA support the draft rules and guidance in relation to the valuation and 
calculation of unit prices.  However, we would welcome clarification on the 
following three points. 
 

1) In para 3.10 FSA state “We expect that AFMs wou d continue to take 
account of all matters affecting the respective bases of calculation
such as making appropriate provision for relevant dealing costs.” 
DATA believe that it is unclear from this statement whether FSA 
would continue to expect AFMs of dual priced schemes to account 
for dealing charges and commissions through the use of notional 
dealing charges or whether it would be permissible for an AFM to 
adopt a dilution levy or adjustment policy, akin to those permitted 
for single priced funds, to mitigate dilution. 

l
, 

 
2) DATA are also concerned with FSA’s statement in Para 3.12. The 

proposed rules and guidance would not prevent an AFM from 
creating a single buying and selling price on a dual priced fund and 
we feel that FSA’s comment may lead to uncertainty for our clients. 
The statement seems to be out of line with the rest of the 
consultation and in our opinion not in keeping with  FSA’s earlier 
statement in para 2.16 that pricing methodologies must meet the 
fundamental standards set. We believe our clients will be able to 
provide suitable justification for pricing in this manner, in line with 
FSA’s rules and guidance. 

 



 
3) We have reviewed the proposed rules and guidance in detail and the 

following items have been noted for consideration. 
 

• Glossary definition – bid & offer price – Please confirm the 
rationale for removing the link to the definition of “price” as 
detailed in the glossary. 

• Glossary Definition – initial price – Under (b) we would 
suggest that the last part of the final sentence is the same as 
under (a). i.e. “for units during the period of the initial offer.” 

• COLL 4.2.5 R16 (b) (v) – Include at the start of the sentence 
“where relevant” for disclosure of what may be considered a 
large deal. Please also consider including the full text from 
CIS 3.5.2 R16 (11) in COLL to put the rule into the 
appropriate context. 

 
 
 
Q7: Are there any other issues we should address through Handbook rules and 
guidance? 
 
 
DATA would welcome FSA’s consideration of the earliest possible 
implementation of the new dual pricing provisions. We believe that to 
delay the introduction of the new rules may cause additional and 
unnecessary costs to AFMs and funds, especially those who are yet to 
convert to COLL. 
 
 
Issues for further consideration 
 

1. FSA’s concern that the practice of incorporating the preliminary charge for 
dual priced funds into the dealing prices is less transparent than for single-
priced funds, which show it separately. FSA have identified this as a possible 
contributing factor to investors finding single priced finds easier to 
understand. 

 
DATA are disappointed that these additional issues are not being consulted 
on but appreciate that it is probably prudent to delay consultation on 
these points until the dual pricing provisions have been successfully 
carried forward to COLL. DATA requests that FSA address this at the 
earliest opportunity to prevent further delay. 
 
DATA’s Pricing Methodology Review Paper, which was shared with the FSA 
earlier this year, recommended that the preliminary charge should be 
shown separately. DATA still believe that this proposal will increase the 
transparency of dual-priced funds by making the disclosure of preliminary 
charges comparable between the different pricing methodologies. 



 
2. FSA have asked for feedback on the matters to be considered if they were to 

allow the netting of share/unit classes for creation and cancellation purposes 
for both single and dual priced funds. FSA have noted that there may be cost 
savings to be made if the positions were to be netted off in certain 
circumstances. 

 
Detailed below is an extract form a letter sent to Mark Glibbery on 3rd 
January 2006. 
 
“DATA welcomes the agreement of FSA to consult on reinstating the 
appropriate wording for netting off income and accumulation shares/units 
for issue and cancellation purposes. We would welcome consideration by 
FSA to extend this ability to net off positions for all share classes in a fund 
where the rights within these share classes are identical. An example 
where this might apply could be if the initial or redemption charge levied is 
the only difference. As this is outside of the pricing of the scheme it could 
be practical to offset these classes.” 
 
We still believe that this statement is appropriate. Any further extension of 
the ability to net share classes with differing rights/charges may cause 
distortions to the pricing of the scheme. We would therefore not be 
supportive of any wider ability to net off share classes. 
 


