CFA Society of the UK March 2011

CFA UK guidance notes on RDR gap-fill for holders of the Associate
Examinations (ASIP designation by examination):

Summary

The FSA’s Appropriate Qualifications list includes ‘Associate’ of the CFA Society of the UK (ASIP designation) for the activities of advising and
dealing in securities and derivatives. The listing recognises the level, status and relevance of the Associate Examinations in meeting the
gualification requirements under the Retail Distribution Review (RDR). It confirms that those who completed* the Associate Examinations need
not take further exams but there remains a requirement to meet any gaps between the Associate Examinations syllabus and the RDR
Examination Standards.

Although the Associate Examinations were rigorous, (at a level well beyond the RDR level 4 minimum), with wide coverage and depth there
has been significant change in the industry since the exams were discontinued in 2002 . In the RDR gap-fill mapping this is reflected most
obviously in two areas: regulation and derivatives trading. Other areas where gaps are apparent are: approaches to mainstream retail advice,
application of tax planning and ethics. Although some content cover has been recognised in the Associate Examinations syllabus these areas
were not the qualification’s focus and additional CPD is required to fill the gaps.

*Any members who are unsure whether they completed the Associate Examinations should contact CFA UK and provide details and certificate
scans for the examinations they took. Records are archived so it may take time to process a request for confirmation.

Gap-fill guidance table

The FSA has produced templated gap-fill tables for advisors to demonstrate how they have met the requirements by a combination of
gualification and CPD gap-fill. A blank table for members to use is available on the CFA UK website. The gap-fill guidance table below shows
all the ‘learning outcomes’ required of those wishing to advise retail clients investing in securities and derivatives. The [, amber, green
notation shows the degree to which the Associate Examination syllabus already meets the RDR Examination Standards ‘learning outcomes’.
Those with a green ‘Yes’ rating can be considered learning outcomes that have already been met and can be ticked off. The others require
additional structured CPD. Suggested gap-fill is listed in the final column. In most cases this can be met through content contained in the IMC
level 4 syllabus.

Filling the gaps

Almost all the gaps to be filled are covered in the first Unit of the new level 4 IMC. Most of the content of the Unit 1 syllabus would be required
to complete the gap-fill. The IMC was re-developed and re-launched in September 2010 specifically to meet the new RDR ‘Core’ Examination
Standards so the new IMC syllabus provides a particularly accessible source of content. The FSA has been clear that examination
achievement at level 3 (including the IMC passed before September 2010) can not be used for RDR gap-fill. The table below indicates which
topics of the new level 4 IMC fill the gaps not covered in the Associate Examinations syllabus.
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Those who completed the Associate Examinations (ASIP designation by examination) are not required to take further exams but they do have
to complete ‘structured’, verifiable CPD, which in most cases will be a formal training course. With the exception of some specialist learning
outcomes* this CPD can be achieved by attending preparatory training courses for Unit 1 of the IMC and gaining evidence of successful
completion from a training company. Such courses are available throughout the year, last 2-3 days and are typically priced well below the cost
of executive education training days. This provides a convenient, intensive and immediately available way for Associates to meet their RDR
requirements well before the 2013 deadline. For more information on this visit the CFA UK website or discuss with the leading IMC training
providers: 7City Learning, BPP, Kaplan Financial and Quartic Training. (CFA UK does not recommend individual providers nor does it have any
commercial interests relating to CPD gap-fill training).

*For Associates needing to meet RDR requirements to advise on derivatives there are several learning outcomes not covered by either the new
IMC or the Associate Examination syllabus. CFA UK is arranging an appropriate means for derivatives advisors to complete these gaps
through a study task based on CFA Curriculum readings. (More guidance will be posted on the CFA UK website from May 2011).

Core content covered by the Associate Examinations

3 Sets of RDR examination standards constitute the ‘Core’ content:

Financial Services, Regulation and Ethics

None of the RDR learning outcomes are fully met by content in the Associate Examinations, although some are partially met. The gap-fill for
this can be met in full through formal training for the IMC level 4 Unit 1: Investment environment examination. The specific IMC topics are listed
in Table 1 below.

Investment principles and risk

Most of the RDR learning outcomes are fully met by the content of the Associate Examinations. Three learning outcomes are partially met. The
gap-fill requirement for these can be met through formal training for the IMC level 4 Unit 1: Investment environment. The specific IMC topics are
listed in Table 2 below.

One learning outcome requires some additional content relating to Topic 19 of the level 4 IMC found in Unit 2: Investment Practice. Topic 19,
(Investment Products), is not covered in training courses for the IMC Unit 1 examination. Associates are advised to purchase a Topic 19
excerpt of the IMC Official Training Manual (available from CFA UK from May 2011) which will be used as a study task to fill the remaining
gaps. For more details about the Topic 19 study task check the CFA UK website from May 2011.

Personal taxation

None of the RDR learning outcomes are fully met by content in the Associate Examinations, although some are partially met. The gap-fill
requirement for these examination standards can be met in full through formal training for the IMC level 4 Unit 1: Investment environment
examination. The specific IMC topics are listed in Table 3 below.
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Specialist content covered by the Associate Examinations

2 sets of RDR examination standards are partially covered by the Associate Examinations:

Securities
The Associate Examinations syllabus partially meets the Securities learning outcomes, (one is fully met). The gap-fill requirement this can be
met through formal training for the IMC level 4 Unit 1: Investment environment examination.

One learning outcome requires additional content relating to Topic 19 of the level 4 IMC found in Unit 2: Investment Practice. Topic 19,
(Investment Products), is not covered in training courses for the IMC Unit 1 examination. Associates are advised to purchase a Topic 19
excerpt of the IMC Official Training Manual (available from CFA UK from May 2011) which will be used as a study task to fill the remaining
gaps. For more details about the Topic 19 study task check the CFA UK website from May 2011.

Derivatives

Two of the learning outcomes are fully met, some are partially met and several are not met at all through Associate Examinations content. The
gap-fill requirement for these examination standards can be met in part through formal training for the IMC level 4 Unit 1: Investment
environment examination.

Several learning outcomes require additional content relating to Topic 19 of the level 4 IMC found in Unit 2: Investment Practice. Topic 19,
(Investment Products), is not covered in training courses for the IMC Unit 1 examination. Associates are advised to purchase a Topic 19
excerpt of the IMC Official Training Manual (available from CFA UK from May 2011) and use this as a study task to fill the gaps.

In addition a study task based on a selection of excerpts from the CFA Curriculum is required to complete the Derivatives exam standards.
Details of how to obtain the readings and to access the study task will be available on the CFA UK website from May 2011. It will be a series of
readings followed by an online comprehension check available from the CFA UK website.

How to fill the gaps: summary

Advising in securities:
¢ Follow a formal training programme in preparation for IMC Unit 1. Taking the examination is not required but evidence of successful
attendance from the training provider is necessary. 2 and 3-day courses are available weekly round the year from: BPP, 7City Learning
and Kaplan Financial.
e Additional study task based on IMC Topic 19 (Investment Products). This will be available from the CFA UK website from May 2011.
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Advising in derivatives:
¢ Follow formal training programme in preparation for IMC Unit 1. Taking the examination is not required but evidence of successful
attendance from the training provider is necessary. 2 and 3-day courses available weekly round the year from: BPP, 7City Learning and
Kaplan Financial.
e Additional study task based on IMC Topic 19 (Investment Products). This will be available from the CFA UK website from May 2011.
¢ Additional study task based on CFA Curriculum readings on the topic of derivatives trading. The readings and study task will be
available from the CFA UK website from May 2011

Page 4 of 26



CFA Society of the UK March 2011
Core content

Table 1 - Financial Services, Regulation and Ethics

1 2 3 4 SUGGESTED FILL
Attainment | Learning outcome Indicative content ST |MC level 4 topic content
level qualification [RieNee)VI@iglgelile]y!

? (YIN structured training

1

Understand | The UK financial services
industry in its European and
global context

How the retail consumer is
served by the financial services
industr

Understand
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Understand | The legal concepts and 3
considerations relevant to
financial advice

Understand | The regulation of financial 45
services

Understand | The FSA’s responsibilities and 5,6,7
approach to regulation
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Apply The principles and risk as set out 6,7
in the regulatory framework

Apply The regulatory advice framework 7
in practice for the consumer
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Understand

Understand

Apply

The range of skills required when
advising clients

The FSA’s use of principles and
outcomes based regulation to
promote ethical and fair
outcomes

The Code of Ethics and
professional standards to business
behaviours of individuals

March 2011
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Critically The outcomes that distinguish
evaluate between ethical and compliance
driven behaviours
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Table 2 - Investment principles and risk

March 2011

1 2 4 SUGGESTED FILL
Attainment | Learning outcome indicative content SVEICH A IMC level 4 topic content
level qualification ReNee)VI@islgelile]y!

? (YIN structured training
Analyse The characteristics, inherent

risks, behaviour and correlation
of asset classes
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Understand | The macro-economic
environment and its impact on
asset classes

Understand | The merits and limitations of the
main investment theories

Apply The principles of the time value
of mone
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Analyse and | The nature and impact of the
explain main types of risk on investment
performance

Analyse The characteristics, inherent 16, 17, 19
risks, behaviours and relevant tax
considerations of investment
products
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Understand | The principles of investment 11,12, 17
planning
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Table 3 - Personal taxation

1 2 3 4 SUGGESTED FILL
Attainment | Learning outcome Indicative content SR |VIC level 4 topic content
level qualification JRleNele\V/SIgiglge]8le]g
? (YIN structured training

14, 15, 16, 17

Understand | The UK tax system as
relevant to the needs
and circumstances of
individuals and trusts

The taxation of
investments as relevant
to the needs and
circumstances of
individuals and trusts

Analyse 14, 15, 16, 17
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Analyse The role and relevance 14, 15, 16, 17
of tax in the financial
affairs of individuals
and trusts

Apply the knowledge of 14, 15, 16, 17
personal taxation to the
provision of investment
advice
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Specialist content

Table 4 - Securities

1 2 3 4 SUGGESTED FILL
Attainment | Learning outcome Indicative content Covered in  LY[ORIEVII RN (o] o]{eNefe I (Ta
level qualification [R(eRee)V/=1@islfe]sle]g]

? (YIN) structured training

Understand | The securities market
structure, features, regulatory
and trading environment

Page 17 of 26



CFA Society of the UK March 2011

Apply Dealing principles and practice 2,7
to relevant client investment
activit

Understand | Clearing, settlement and 2,7
custody principles and practice
relevant to client investment
activit

Page 18 of 26



CFA Society of the UK

March 2011

Assess

Analyse

The factors that influence
market behaviour relevant to
investment advice

The characteristics, features,

behaviours and risks of
securities in the context of the
market for these products

19
NB Topic 19 is from Unit
2 of the IMC. CFA UK
will create a structured
study task to cover this
topic.
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Apply

The relevant factors and
considerations to decide and
implement investment
recommendations

March 2011

All of IMC Unit 1:
Topics 1-17
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Table 5 - Derivatives

1 2 4
Attainment | Learning outcome Indicative content Covered in
level qualification

? (YIN
Understand | The derivatives market structure,

features, regulatory and trading
environment

IMC TOPIC OR ADDITIONAL
CONTENT THROUGH
STRUCTURED LEARNING

19

NB Topic 19 is from Unit 2 of the
IMC. CFA UK will create a
structured study task to cover this
topic.

+ Additional study task based on
readings from the CFA Curriculum
(details available on CFA UK
website from May 2011
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Understand

Understand

The principles, components,
characteristics and risks of
derivatives relative to the
underlying

The market environment, product
types and characteristics of
Exchange Traded derivatives

March 2011

+ Additional study task based on
readings from the CFA Curriculum
(details available on CFA UK
website from May 2011)
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Understand | The pricing, trading and market
practice of Exchange Traded
derivatives

Understand | The main types and + Additional study task based on
characteristics of OTC traded readings from the CFA Curriculum

derivatives (details available on CFA UK
website from May 2011)
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Understand

Clearing, margin, settlement,
exercise and delivery of both
Exchange Traded and OTC
derivatives

19

NB Topic 19 is from Unit 2 of the
IMC. CFA UK will create a
structured study task to cover this
topic.

+ Additional study task based on
readings from the CFA Curriculum
(details available on CFA UK
website from May 2011

Evaluate The purpose, merits, limitations
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and risks of the main derivatives
strategies for trading, hedging
and investment relevant to client
investment activity

The relevant factors and
considerations to decide and
implement investment
recommendations

NB Topic 19 is from Unit 2 of the
IMC. CFA UK will create a
structured study task to cover this
topic.

+ Additional study task based on
readings from the CFA Curriculum
(details available on CFA UK
website from May 2011

ALL OF IMC UNIT 1 +
TOPIC 19

NB Topic 19 is from Unit 2 of the
IMC. CFA UK will create a
structured study task to cover this
topic.
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