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Improving your understanding of the  
Retail Distribution Review (RDR) – Adviser Charging
This factsheet is for you if:
•	 you are a retail investment adviser, for example an IFA, wealth manager, multi-tied 

adviser, tied adviser, private banker or stockbroker.

On 26 March 2010, we published our Policy Statement (PS) ‘Distribution of retail investments: 
Delivering the RDR – feedback to CP09/18 and final rules’. This paper provides feedback to the proposals 
we set out in CP09/18, and sets out our final rules on Adviser Charging, and how firms describe their 
advice services to consumers. Firms must prepare and be ready to meet the new rules from January 
2013. For further details see http://www.fsa.gov.uk/pages/Library/Policy/Policy/2010/10_06.shtml. 

To address the potential for adviser remuneration to distort consumer outcomes.

Key changes

In summary, the new requirements, which will take effect 
1 January 2013, are:
•  advisers set their own charges for their services, since  

they will no longer be able to receive commission set by 
product providers; 

•  advisers should have charging structures based on the level 
of service they provide, rather than the particular provider or 
product they recommend;

•  advisers should disclose those charges to consumers up 
front, using some form of price list or tariff (confirming the 
specific amount to be paid later on);

•  on-going charges should only be levied where an on-going 
service has been agreed with the client (except for charges 
for advice on regular contribution products); and

•  product providers will be banned from offering commission 
to advisers and will also face other requirements if they offer 
to deduct adviser charges from their products.
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Re trail and legacy

We have added rules on payment of trail commission and 
guidance on the treatment of legacy assets, to help advisers 
decide when they can continue to receive trail commission on 
pre-RDR assets. Instrument 2011/54 (http://media.fsahandbook.

info/Legislation/2011/2011_54.pdf) 
and PS12/3 (http://www.fsa.gov.uk/
library/policy/policy/2012/12-03.
shtml).
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Ongoing adviser charges

Ban on receiving commission

Setting and disclosing adviser charges

Advisers will need to discuss up-front how they will be paid and 
agree it with their client, rather than by being paid commission 
set by product providers. The charge for the service can either 
be paid in the form of a deduction from the client’s investment 
or separately (e.g. by cheque). Charges should reflect the service 
being provided, rather than the particular provider or product 
being recommended.

We are not prescribing the basis on which you charge for your 
service – for example fixed fee, hourly rate or percentage of 
funds invested – but we do expect you to set and operate your 
own structures responsibly.

As advisers, you will need to disclose your charges upfront, at 
the outset, using some form of price list or tariff, confirming 
the specific amounts your client will be charged later on, so that 
they are clear on what they are paying for.

Ongoing charges should only be levied where a consumer is 
paying for ongoing service, such as a performance review of 
their investments, or where the product is a regular payment 
one. If you are providing an ongoing service, you should clearly 
confirm the details of the  service, any associated charges and 
how the client can cancel the service. This can be written or 

orally disclosed. We want consumers to be clear on what services 
they are entitled to in return for the ongoing payment.

You will need to ensure that you have robust systems and 
controls in place to ensure that your clients receive the ongoing 
service that you have committed to.

The rules do not allow advisers to receive commission offered 
by product providers, even if they intend to rebate these 
payments to the consumer. We do not believe that the potential 

for commission to bias the adviser, or to undermine trust, can 
be properly dealt with while product providers continue to set 
commissions receivable by advisers.
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