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We would like to extend our thanks to all members who submitted questions to the panel during the Personal Finance Society’s RDR Question Time on 8th January. Over a hundred questions were submitted via the live internet link, many of which the panel didn’t have time to answer on the day. Below are our responses to some of those questions, which in some case were on very similar topics, so we have been more generic in an attempt to provide a grouped response.
Question categories

	· Implementation Timescales
	· Capital Adequacy

	· Qualifications
	· Accessibility of Advice

	· ‘Grandfathering’
	· Professional Standards Board

	· Fees & Commission
	· Other


Implementation Timescales

Peter Woodward - Positive Solutions

Q1.
How can we possibly stick to a date of 2012 when there are so many issues to settle? For example, if the rules and regulations were in place by the start of 2010 this will give 2 years for the majority to get to diploma status as well as realign our business makeup. 

A1. 
2012 is a reasonably tight deadline. However, it is unlikely that this will change. The only advice we can offer is to press on now rather than delay. We are supporting members in a variety of ways, from regional study groups to fees transition workshops.
John Brown - Balfour Wealth Management

Q2.
Will the FSA be carrying out an awareness campaign to consumers re the proposals?

A2.
The FSA is carrying out consumer research into types of adviser, which will help it to define the final rules. We agree it would be a good idea to increase awareness, but are not aware of any FSA plans to do so.  However, the proposed Independent Professional Standards Board could play a role in promoting the changes and building and improving trust and confidence of the public through promoting the RDR changes through and after they are made.
^ Back to top
Qualifications 

Mark Dubbins - Pacific

Q3.
I currently have DIPPfs status and I have been working on the basis that this means I already have the minimum "Level 4". Am I correct in my thinking that, as FSA has not fully defined Level 4 qualification, that there is a possibility that this is not the case?

A3.
Anyone with Dip PFS is holding an accredited level 4 qualification. The Financial Services Skills Council will ultimately decide what the new ‘level 4’ should cover and how it will be tested. Without being able to say for certain, our view is that is likely to be OK – FSA’s ‘no regrets’ policy states that any gap could be filled with CPD.
Julie Wilson - Pen-Life Associates

Q4.
Qualification - Does the panel think that ultimately Level 4 qualification is going to be high enough going forward, particularly for independent advisers?

A4.
The FSA, consumer bodies and the Treasury Select Committee have all debated whether level 6 should be the minimum standard in the long run, i.e. Chartered. Longer term this might be the ultimate requirement, but let’s get to level 4 first!
^ Back to top
‘Grandfathering’

Ray Foxlee - Strategic Capital Planning

Q5.
Many older advisers who are approaching retirement will possibly struggle to pass 4 or 5 exams by the end of 2012. Is it now time to offer those advisers the opportunity to continue to practice in their own chosen areas of specialisation, such as investment business, by passing a more limited number of exams?

A5.
This is a difficult area and much debate continues over whether there should be alternative methods of assessing experienced advisers. Ultimately it will be a FSA decision. We will be helping them to understand the issues through our membership of the Professional Standards Working Group. The last thing we want is for experienced advisers, offering high quality advice service, to be driven from the industry.
^ Back to top
Fees & Commission

Colin Fionda - SJP

Q6.
What’s the difference in explaining to an investor 5% commission as opposed to a 5% fee in 2012? Is this just a VAT issue? 

A6.
VAT is not applicable for most transactional business, however the adviser is remunerated. Essentially the difference in your example is that you set (and justify) the fee, which can be a percentage of an investment, rather than the product provider setting the level of commission.
Kevin Day - Michael Butterfield Financial Plan Services

Q7.
Do the fee proposals outlaw charging fees calculated as a percentage of funds under management?

A7.
No, providing the services that are being provided are clear and the charge is clear.

Neil Mumford - Milestone Wealth Management

Q8.
I understand that all of these proposed changes such as remuneration and increase in the qualification benchmark have to be ratified by the European Commission, is this likely to provide a stumbling block or delay in these proposals being implemented as my understanding is that qualification levels in Europe are an awful lot lower and that the European commission want a level playing field so that advice can be offered cross border, Also is a change of government likely to place a stop on this.
A8.
The FSA does have to adopt EU directives which do impact what they can and can’t do to a certain extent, but they also have statutory powers to deliver their objectives. We understand that nothing within the RDR proposals is likely to be blocked by the EU Commission as the FSA’s recent pronouncements reflect discussions with the EU Commission. Again, we would urge you to take appropriate steps now rather than wait for the ink to dry.
^ Back to top
Capital Adequacy

Keith Hartland - Hart Financial Consultancy Limited

Q9.
With regards to capital adequacy, a Client focussed (TCF) Fee based Wealth Planning firm with 4 advisers and 5 support staff has higher 3 month expenses than a 1 or 2 man band who has no support staff, this seems that a compliant structured business who supports TCF and the RDR is being penalised by the new CA rules. 
A9.
We agree that the proposals run the risk of penalising the wrong firms. This is a Trade Body issue that AIFA is currently dealing with. We are hopeful that the outcome will be a balanced approach that delivers better capitalised firms but does not penalise those that are better resourced.
^ Back to top
Accessibility of Advice

Louise Messham - Money Portal

Q10.
How do we expect customers from the mid to lower end of advice market to obtain good independent advice without having to pay fees, which many of them cannot afford to pay. This is currently the mainstay of many IFA's business, giving their customers access to good independent advice - this access will be lost to these clients if the RDR goes ahead with its current proposition of remuneration.
A10.
The proposals call for adviser charges which can be paid through the contract in a similar way that commission is today. Advisers will need to educate customers but there is no reason why access should be restricted.
Julie Wilson - Pen-Life Associates

Q11.
Unless consumer awareness of financial matters is raised, no amount of different advice models is going to address the lack of protection and savings in this country. What action is being taken?
A11.
We agree. The lack of self provision is a public policy matter which needs Government support. The introduction of Money Guidance is a step in the right direction. We can also play our part by raising standards and trying to engender consumer trust.
^ Back to top
Professional Standards Board

John Brown - Balfour Wealth Management

Q12.
I don't really see the need for another level of 'regulation/supervision' as outlined by Richard namely Industry Standards Body. This sounds a wee bit backward given that the FSA should already be resourced to carry out this function.

A12.
An Independent Professional Standards Board should not introduce dual regulation. If set-up as proposed its job will be to ensure appropriate and consistent standards in qualifications and ethical behaviour. The FSA will still regulate firms. We believe it should also have a role in promoting the benefits of the changes to the public at large.
Michelle Hoskin - The Adviser Partnership

Q13.
A question for the FSA - Who will be on the Independent Professional Standards Board and when will their role begin?

A13.
The IPSB will consist mainly of non-industry personnel and no professional body will have representation on it. The FSA intends to consult on these points.
^ Back to top
Other

Nick Wilson - Pearson Jones plc

Q14.
What are the panels views regarding use of WRAP's and Platforms in a post RDR world?

A14.
We see no reason why these models cannot continue to operate and develop under the new rules, although there may be some impact on the use of the ‘independent’ tag. 
Brendan Concannon - AWD Chase de Vere

Q15.
Are mortgage advisers to be affected directly by RDR in the same way as IFA's? 

A15.
Mortgage advice does not fall under RDR. The FSA has said there will be no automatic read-across to other sectors like mortgage advice.
^ Back to top
Thanks also to the following people who posted questions: 
Adrian Kidd

-

Alan Mellor

Phillip Bates & Co Financial Svs Ltd

Andrew Whitehead
Fiends provident

Brendan Concannon 
AWD Chase de Vere

Buck Lopez

Capital Financial Services IFA

Chris O'Meara

Lifestyle Financial Consultancy

Chris Wharton

Chris J Wharton

Colin Culyer

Financial Planning Partnership

Dan Phipps

HSBC

Derek Baillie

DTB Investments

Gary Hill

LTSB

Helen Hale

Astutus

Ian Leiper

Ian MacDonald Financial Services

Ian Mason

Ian Mason IFA

John Kirtland

Arden Financial Consultants LLP

Judith Conde

Eagle Financial Services Ltd

Karl Bieraugel

MKB Financial Advisers Ltd

Keith Butten

Myers Davison Ginger

Kenn Nelson

Northern Bank Limited [Wealth Management]

Nicholas Paul

Johnston Financial Ltd

NP Robinson

Norwich Union

Paul Barnard

Asset Investment Management Ltd

Paul Horton

Wensley Mackay

Peter Harrington
Hodge Bakshi Financial Services Limited

Peter Jackson

PJ Independent Financial Services

Philip Humphreys
Humphreys Financial Services Ltd

Robert Johnsey

Pegasus Portfolio Planning LLP

Roger Holloway

J B Financial Services

Russell Hirst

Montpelier Group (Europe) Limited

Tim Norrisbottom
FPG

