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RDRis introducing some of the biggest changes everto
face the industry. In the first of two articles, Ian Patterson
looks at what the FSAexpects from supervisors

Leading the charge
Itis not an exaggeration to say these

are unprecedented times for the
industry, with the retail distribution

review (RDR)being to financial services
what the credit crunch was for the
banking system.

The Financial Services Authority
(FSA)often talks about achieving
a step-change. This is a commonly
used expression but it is also usually
inaccurate. But not this time, as many an
adviser seeking to achieve level-4 status
will testify. However, as valuable as these
exams may be, RDRis actually about
raising professional standards and that
also covers a number of other important
areas - including more structured
continuing professional development
(CPD),ethics and raising the skills of
advisers.

However, in all of this change, one key
requirement will remain the same: the
need to run a business effectively and
profitably. In fact, RDRand enhanced FSA
supervision is likely to add to most firms'
costs, meaning businesses will either
have to pass these costs on to the client,
take a hit on the bottom line, or become
more efficient. I know which Iwould
prefer.

Training and competence and the
supervisors' role are central to achieving
this. Supervision should be about
managing people effectively. The role
should also be about helping people to
develop, do things better and enable
them to succeed in what is likely to be
a significantly changed environment.
We will look at what this might mean
specifically in the run-up to RDRin next
issue's article. First, we will look at what
the FSAexpects from supervisors.

FSA requirements for supervisors
Here is a summary of the key points:
• All advisers must have a supervisor

and be appropriately supervised
at all times. This means that where
necessary (such as where there
is significant change), it may be
necessary to step up the level of

supervision.
• All staff (including advisers and

supervisors) should have the
"knowledge skills and expertise to
undertake the role".

• Supervisor skills: FSAguidance
says they must have (and be able to
demonstrate) the following:

- Appropriate coaching skills;
- Assessment skills.
• Supervisor knowledge: The FSAhas

something to say about this as well.
Theymust have:

- Relevant technical knowledge and, if
supervising trainees;

- They must also have a benchmark
qualification such as FPCor CFP
(certificate in financial planning).

What are some of the FSA views
on supervision?
The FSAsent out a pretty clear message
last year when it reminded firms of

the importance of competence in its
consultation paper CPlO/12.ln the same
document, it also shared some thoughts
on what competence and supervision
should be when it said the following:
• "Competence and ethics are firmly on

our agenda."
• "We are concerned there is insufficient

focus on coaching and too much focus
on monitoring ...

•... we see the supervisor's role as
paramount in ensuring good quality
competence assessments within
firms."

• "There is a perception that we do not
pay enough attention to soft skills
within the T&C requirements. This is
incorrect, as our competence regime
focuses on skills, knowledge and
expertise."

• "For the avoidance of doubt: a file
check is not supervision."

So on the one hand, we have RDR,
which could represent a huge change for
many advisers and businesses alike. On
the other hand, we have the FSAsaying
that some firms are not supervising their
staff effectively (my words, not theirs).

All of this indicates the need for
businesses to have a well thought
out plan for change, and to ensure
proper supervision. And by this, I -
mean supervision that focuses on
development, not just routine monitoring
and a tick in the box. There is a huge
difference between 'monitoring' and
'developing' someone and it requires the
supervisor to use very different skills.
But it is these skills that businesses will
need to lead the change and to ensure
everyone is ready for the post-RDR world
and everything that goes with it.

One expression I heard long ago was
that "a T&Cscheme is only as good as its
supervisors". Evennow,l can remember
thinking how right this is and not much
has happened to change my view on this
over the years.

Whatever changes you will need to
make in the run up to RDR,there is one
certainty: It will place an even greater
onus on the supervisor and the skills they
will require. 15
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