Summary of key changes in

revised RG97
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/<; Overview

On 29 November 2019 ASIC released its long-awaited updated
guidance on fees and cost disclosure for issuers of
superannuation and managed investment products with the
revised Regulatory Guide 97 Disclosure of fees and costs in PDSs
and periodic statements (RG 97). The purpose of RG97 is to drive
greater transparency and consistency in fees and cost
disclosures.

This follows on responses from industry to ASIC’s Consultation
Paper (CP 308) in relation to proposed amendments to RG97 and
incorporates all key recommendations from Darren McShane's
(the independent expert) report of August 2018 issued to ASIC.
Modification of the law has been achieved by way of two
legislative instruments, ASIC Corporations (Disclosure of Fees
and Costs) Instrument 2019/1070 and ASIC Corporations
(Amendment) Instrument 2019/1071.

Key effective dates and ASIC expectations

PDS Periodic/Exit Statements

* Issued on or after 30 September 2020. » Reporting period commencing on or after 1 July 2021.

* No early “opt-in” allowed. « Early “opt-in” allowed for reporting period commencing on or
after 1 July 2020 or ending on or after 1 July 2020 for exit
statements.

ASIC expects industry to comply with the fees and costs
disclosure requirements found in CO 14/1252, until the
transition period ends. ASIC recommended that while

the transitional version of RG 97 (released March 2017)
will continue to be relevant during the transition period,
the industry can obtain immediate benefit from the clearer
guidance in the updated version of RG 97 released in
November 2019 about existing fees and costs disclosure
requirements that have not changed.

The industry has been welcoming of the changes,
however have raised concerns over the short timeframe
given for implementation.

“Consistent and comparable disclosure helps consumers and their financial advisers to better understand the fees
and costs involved, compare products more easily and make more informed assessments about whether a product is
suitable for the consumer.” ASIC Commissioner Danielle Press
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The key changes to RG97 are summarised below:
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Performance fees to be calculated
by reference to the average of
each of the previous five financial
years instead of one year

Performance feesshould be
calculated by reference to the
average of each of the previousfive
financialyearsoriflessthan 5
years, the numberof financial years
in which it operated orhad a
performance fee charging
mechanism in place.

Related performance information
should be included in the ‘Additional
explanation of feesand costs
explainingthe costsincluding the
methodology.

The amended RG97 definesthe

following as“Excluded transaction

and operational costs”

+ Borrowing costs

» Property operating costs

* Implicit transaction costsor
market impact costs such as bid
ask spreads.

These costs have been excludedas

these have been identified ascosts

categoriesthat are hard to

accurately measure consistently and

have limited valueforusers.

Separate sectionshave been
added to deal with
superannuation and managed
investment productsfee
disclosures such as Fees and
costs summary tables. The
amended RG97 provides
guidance to improve
consistency in presentation of
fee information inthe ‘Feesand
costs summary’ across different
productsto drive greater
comparability.
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Simplification of fee
and costs disclosure
in periodic statements
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Simplification of disclosure of Fees
and costs in PDS

The ‘Feesand costs summary’ as prescribed in
Schedule 10 of Corporations Regulations 2001, has
been amendedthroughthe re-groupingand re-naming
the fees and costs with clearlabeling of :

* Ongoing entity related feesand costs

* Memberactivity related feesand costs

Simplification of ongoing fees
and costs

Ongoing feeshasbeen further I"C[ |

simplified through segregationinto

3 groups:

* Administration feessuch as
costs for marketing, custody,
etc.

* Investmentfeessuch as cost of
Disclosure of a single
‘Cost of Product’ figure

expertise forinvestments.
» Transactionscosts such as
brokerage costs @
in aPDS
A single ‘Cost of productinformation’is
prescribed to ensure comparable
information isavailable to consumers.
The Cost of product information would

include the total cost of investing in
that product.

Fees and costs disclosure in

ASIC has clarified the cost
categoriesand theirtreatments
in calculation/disclosure of fees
and costs by providing clear
definitionsand a list of
included/excluded feesand
costs. ASIChasalso produced °
a consolidated version of
Schedule 10 of

the Cormporations Regulations

2001 asincludedin the

legislative instrument as
relevant forRG97.
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Periodic Statementshasbeen
simplified by re-groupingand re-
naming the feesand costsas:

Fees deducted directly from
youraccount

Fees and costs deducted
from yourinvestments




How can PwC help?

Review of changes to Review of methodology Review of proposed RG97 training to
methodology and and calculations communications with directors, client teams
calculations resulting supporting PDSs and stakeholders (media and other key
from the newly periodic statements releases, script for stakeholders
released RG97 call centres, board

communications etc.)
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@ Contacts

Please reach out to any of the below contacts should you wish to obtain further information on the expert review

and its consequences.

Craig Cummins

Partner — Asset & Wealth Management Leader
and Superannuation Leader

Assurance Financial Services, Sydney

Phone: 02-8266 7937

Email: craig.cummins@pwc.com

Deanna Chesler

Partner — Risk, Regulation and Compliance
Financial Services, Sydney

Phone: 02-8266 0003

Email: deanna.chesler@pwc.com

Sarah Hofman

Partner — Regulations Leader
Assurance Financial Services, Sydney
Phone: 02-8266 2231

Email: sarah.hofman@pwc.com

Stephanie Smith

Partner — Asset Management Assurance Leader
Financial ServicesAssurance, Sydney

Phone: 02-8266 3680

Email: stephanie.smith@pwc.com

Catherine Nance
l Partner
Assurance Financial Services, Melbourne
Phone: 03-8603 3919
Email: catherine.a.nance @pwc.com

George Sagonas
@' Partner
Assurance Financial Services, Melbourne
m Phone: 03-8603 2160
Email: george.sagonas@pwc.com
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Nicole Oborne

Partner

Financial Services, Melbourne
Phone: 03-8603 2914

Email: nicole.oborne @pwc.com

Paul Collins

Partner

Financial Services, Brisbane
Phone: 07-3257 8558

Email: paul d.collins@pwc.com

David Coogan

Partner

Assurance Financial Services, Melbourne
Phone: 03-8603 3841

Email: david.coogan@pwc.com

Neha Marodia

Senior Manager

Financial Services, Sydney
Phone: 02-8266 0702

Email: neha.a.marodia@pwc.com

Owain Norman

Senior Manager

Financial Services, Melbourne
Phone: 03-8603 0458

Email: owain.a.norman@pwc.com

Yannick Gobien

Manager

Financial Services, Sydney
Phone: 02-8266 1670

Email: yannick.a.gobien@pwc.com

PwC refers to the Australia memberfirm, and may sometimesreferto the PwC network. Each memberfirm isa separate legal entity.

Please see www.pwc.com/structure forfurtherdetails.
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