Guidelines for qualification gap fill for retail investment
advice



Qualification gap fill for retail investment advice

Who should use these guidelines?

Under the RDR professionalism requirements if you are an investment adviser then you need to meet a new standard of qualification from end
2012 in order to provide retail investment advice. You do not need to do any further exams if you already hold certain appropriate qualifications
identified by us where you can fill any knowledge gaps against the reformed examination standards® with qualification gap fill.

You can use this guide to help you with how to do qualification gap-fill.
Please note:

. Inorder to take advantage of qualification gap fill you must hold a qualification for each specific activity you perform, for
example if you hold a qualification for packaged products but also give advice on securities you will need to hold an
appropriate qualification for both of these activities.

« These guidelines are an updated version of the template we published in CP09/31. Advisers who are relying on the template
from CP09/31 can continue to do so or can use the new guidelines published here.

When must you complete your qualification gap-fill?

The gap fill needs to be completed by 31 December 2012 - if you do not complete the qualification gap fill before 31 December 2012 you will
not be permitted to continue to give investment advice after that date. Your qualification gap filling activity must be verified by an accredited
body before the end of December 2012.

Instructions for use
First, you should establish which tables below you need to use. This is based on the regulated activity you will be performing. The revised
examination standards under the RDR are divided in to core and specialist content.

The core modules apply to all investment advisers and are as follows:

! Exam standards are defined by the Financial Services Skills Council and can be found at www.fssc.org.uk/696_14.html?i=1



1) Financial Services, regulation and ethics
2) Investment principles and risk
3) Personal taxation

This means that all qualification gap filling must include tables 1, 2 and 3 set out below into guidelines.
Second you need to establish which of the specialist modules you need to gap fill. This depends on which regulated activity or activities you

carry out, as defined in TC Appendix 1.1 (http://fsahandbook.info/FSA/html/handbook/TC/App/1/1). The matrix below helps to show which
tables you need to use to complete gap fill for the specialist content, with the modules numbered 4, 5, 6 and 7.

Figure 1
4 5 6 7
Table number | Securities | Derivatives | Pensions Application
and standards for
retirement packaged
Adviser’s planning products
activity, as
per TC
Appendix 1.1
2 — advising on v X X X
securities
3 — Advising on X v X X
derivatives
4 — Advising on X X v v
packaged products
which are not broker
funds
6 — Advising on X X v 4
Friendly Society tax-
exempt policies




12 — Advisingonand | v X X X
dealing in securities
which are not
stakeholder pension
schemes or broker
funds

13 - Advisingonand | x v X %
dealing in derivatives

Once you have worked out which tables you need to use, %/ou should check the learning outcomes in column 2. The indicative content in column
3 provides additional guidance on the areas to be covered”. If the qualification or CPD you completed meets the learning outcome, you need do
nothing more in that area other than record the fact in column 4 or 5. If it does not meet the learning outcome, you will need to undertake and
evidence, in column 5, the qualification gap fill you have completed to meet the new requirements before the end of 2012. If you remain
uncertain, you should contact your qualification awarding body or your intended accredited body who should be able to help. Column 6 should
be completed by your accredited body.

We expect the prime focus of qualification gap-filling to be on the relevance of the learning activity to the learning outcome and indicative
content to be achieved. This can be from any source: firm, professional body, training provider etc, and from any time provided it is completed
before end-2012. CPD carried out in the past can be used to meet the qualification gap fill requirements where this can be appropriately verified.

2 please note that the application standards for packaged products have outcome standards in column 2 and assessment in column 3. For this you will need to check if your
qualification covered the outcome standard and record the result.



Core content

Table 1 - Financial Services, Regulation and Ethics

1 2 4 5 6
Attainment | Learning outcome Indicative content Covered in | Evidence of | Verification
level qualification | learning of

? (Y/IN) activity qualification
top-up and
date

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

Understand | How the retail

consumer is served by
the financial services
industr




Understand | The legal concepts and
considerations relevant
to financial advice

Understand | The regulation of
financial services




Understand | The FSA’s
responsibilities and
approach to regulation

Apply The principles and risk
as set out in the




regulatory framework

Apply The regulatory advice
framework in practice
for the consumer




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

Critically The outcomes that
evaluate distinguish between
ethical and compliance

driven behaviours

Table 2 - Investment principles and risk

Attainment | Learning outcome Indicative content Covered in | Evidence of | Verification
level qualification | qualification | of
? (Y/N) top-up? qualification
top-up and
date
Analyse The characteristics,




inherent risks,
behaviour and
correlation of asset

classes




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




Analyse and
explain

Analyse

time value of mone

The nature and impact
of the main types of
risk on investment
performance

The characteristics,
inherent risks,
behaviours and relevant
tax considerations of
investment products




Process




Understand | The principles of
investment planning




Analyse

Table 3 - Personal taxation

The performance of
investments

Attainment | Learning outcome Indicative content Covered in | Evidence of | Verification
level qualification | qualification | of
? (Y/N) top-up and qualification
date top-up and

date




Understand

Analyse

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

Apply

The role and relevance
of tax in the financial
affairs of individuals
and trusts

the knowledge of
personal taxation to the
provision of investment
advice




Specialist content

Table 4 - Securities

structure, features,
regulatory and trading
environment

Attainment | Learning outcome Indicative content
level
Understand | The securities market

Covered in | Evidence of

qualification | qualification

? (YIN) top-up and
date

Verification
of
qualification
top-up and
date




Apply Dealing principles and
practice to relevant
client investment
activity




Understand

Assess

Clearing, settlement
and custody principles
and practice relevant to
client investment
activit

The factors that
influence market
behaviour relevant to
investment advice




Analyse The characteristics,

features, behaviours

and risks of securities

in the context of the

market for these
roducts




These standards include the requirement to COMBINE and APPLY the learning content from all units of the Appropriate
Examination

Apply The relevant factors
and considerations to
decide and implement
investment
recommendations




Table 5 - Derivatives

Attainment | Learning outcome Indicative content Covered in | Evidence of | Verification
level qualification | qualification | of
? (Y/IN) top-up? qualification
top-up and
date

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




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




Understand | The pricing, trading
and market practice of
Exchange Traded
derivatives

Understand | The main types and
characteristics of OTC
traded derivatives




Understand

Evaluate

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

OTC derivatives

The purpose, merits,
limitations and risks of
the main derivatives
strategies for trading,
hedging and investment




Exam

These standards include the requirement to COMBINE and APPLY the learning content from all units of the Appropriate

relevant to client
investment activi

Apply

The relevant factors
and considerations to
decide and implement
investment

recommendations







