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1. Introduction


Understanding where your firm is today is the fundamental first step in any business transition programme. Only by recognising and understanding the strengths and weaknesses of your current approach can you start formulating the right vision and strategy for where you want your business to be in the future. 

This Guide sets the scene for the business transition process and will start by guiding you through the undertaking of an internal audit of your business. It is structured to ensure you question and delve into each of the critical areas of your business and understand the current situation fully. 

Don’t be put off by the number of questions. It’s unlikely that any firm will be able to answer every question fully. Going through the Business Audit process will act as a prompt for areas you’ll want to consider as you go through the wider business transition process. 

The questions and prompts are not exhaustive of course. It is likely that your business has particular – even peculiar – features of its own. Be sure to take these into account and document them. 

Benefits of the Business Audit.

· Highlights the key strengths of your current business model.

· Identifies the areas where changes and improvements could be made.

· The important first step in your business transition programme.

· Provides the foundation for all other AIFA FF>>WD modules.

Things you’ll need to do.
1: PLANNING

Generally, the roots for successful practices and processes lie deep in the planning. The same is true of a Business Audit: 

· Read this AIFA FF>>WD Guide to Business Audit. 

· Decide who in your firm is best suited to lead the Business Audit process.

· Decide who in your firm will contribute to this process.  

· Decide if you need any external support – meeting facilitator, complementary professionals.
· Compile, publish and distribute an agenda to all contributors.

· Decide on the date for a provisional meeting to start the process.

· Publish an Activity Schedule for all future work and meetings.
2: IMPLEMENTATION 

Commence the Business Audit process. Use this Workbook to help you as you follow the recommended stages:

· Complete a series of questions about the current status of your firm. We have structured the audit to cover a number of key areas within your business. It is ‘action oriented’ and by this we mean we want you to think about what the current situation is like within your business and describe it within the template rather than simply answering yes or no to a question. The audit is split into the following sections:

· Current Business – (See page 4) allows you to document key areas of your business.
· Clients – (See page 5) allows you to assess how client records are held and the types of clients you have.

· Client Proposition – (See page 6) allows you to interrogate if your current advice and service levels are as effective as you thought they were. 

· Remuneration – (See page 8) allows you to assess the profitability and sustainability of your current charging model in the light of the Retail Distribution Review (RDR) requirements.

· Financial Model – (See page 9) enables you to start analysing the current cost / profitability of your business.

· Human Resource and Change Management Template – (See page 10) allows you to assess issues – qualifications, appropriateness, ‘buy-in’ – of staff.

· Complete the SWOT Analysis (Strengths, Weaknesses, Opportunities and Threats). This will help you consolidate all your findings from the audit and understand the areas where changes and improvements could be made. (See page 11)

· Consider the findings. When you have completed the Business Audit Workbook, take some time to reflect upon what you have discovered. The audit may validate everything you already knew about your business. But it may be that some surprises or considerations emerge which alter your perspective on things. 
3: PROGRESS LOG

When you’ve completed Module 1: Business Audit, update your AIFA FF>>WD Business Action Plan Wizard. It will suggest the next module you should complete.

How long will this module take?

This is dependent on a number of factors.

1. The size of your firm.

2. The availability and experience of those contributing to the process.

3. The scope of your business transition ambitions.

4. Whether you feel it more realistic to define your schedule by weeks i.e. start week 1 etc., or defining actual dates i.e. 1st November 2009 etc. 

The timetable below contains the key tasks we suggest you complete as part of the Business Audit process. You may find it useful to develop a top-line schedule. 

The process may well be fluid. Periodically review your schedule and update it.
	Task
	How long?
	Start
	Finish

	1. Agree team & interviewees
	
	
	

	2. Conduct audit
	
	
	

	3. Complete SWOT analysis
	
	
	

	4. Consider findings
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 Assign one person (perhaps yourself) as the lead facilitator for the Business Audit, but ensure you involve every member of the team, from administrators and paraplanners through to business owners to ensure you get everyone’s perspective. If you are a small firm this will be a simpler and quicker process.

Very small companies. You might consider comparing your thoughts and plans with trusted individuals you know or even other like-minded small companies such as accountants or lawyers.

Be honest! You will find some of these questions tough to answer but only by being open and honest with yourself will you be able to see where the issues lie.

2. Current Business 

Use the questions below to provoke discussion and debate when considering your Current Business.

Likewise, the notations in the answers box (not exhaustive) are prompts and examples ONLY and are intended to stimulate thinking.
	Question
	Current Situation (document your findings here)

	Describe the current vision and plan of where your firm is heading.

Vision: the high-level strategy and purpose of the business; where you see the firm being positioned in the future.
	For example:

Company X is a firm of financial advisers offering independent advice across a wide range of services from the whole of the market. 

Our plan is to grow profits by 30% over the next three years by focusing more on the higher value clients within our business, building a higher proportion of recurring income and developing our investment proposition.

	1. Do you have business transition plans in place? If NO, go to Q6.
	( YES   ( NO

	2. Have your plans been reviewed within the last 12 months? 
	( YES   ( NO

List any changes affecting your business since you last reviewed your plans.

	3. Have you undertaken a SWOT analysis of your business (Strengths, Weaknesses, Opportunities, Threats) within the past 12 months?
	( YES   ( NO

If YES, outline the key findings.

	4. How do your competitors’ activities impact upon your plans? 
	For example: Would a competitor aiming to far exceed RDR requirements become a real threat?

	5. How do your current vision and plans encompass the RDR requirements and where do they fall short? 
	For example: Do new RDR definitions mean you are still able to offer independent advice?

	6. Have you considered an exit strategy for your business?
	( YES   ( NO

If YES, outline your strategy.

	7. Have you considered how to maximise the value within your business?
	( YES   ( NO

If YES, outline your thinking.

	8. How much of your business transition strategy and plan is formally documented? 
	For example: Is it in your head? Is it on paper? Is it a well formulated aim with set milestones?

	9. Do you have a sign-off process for business planning?  
	( YES   (   NO

If YES, describe.

	10. What is the compliance status of the firm and what permitted categories do you operate?
	For example: Is it robust and watertight? Would it be better for a bit of extra training? Is compliance monitoring a service you’d prefer to ‘buy in’?


3. Clients

Use the questions below to provoke discussion and debate when considering your Clients.

Likewise, the notations in the answers box (not exhaustive) are prompts and examples ONLY and are intended to stimulate thinking.

	Question
	Current Situation (document your findings here)

	Describe your current client profile(s), their key features, main requirements and needs.


	For example:

The majority of our clients are in the pre and post retirement stage of life, looking to maximise capital growth and income in retirement whilst remaining fairly risk averse. Clients typically have around £100,000 investable assets with the majority in the £50,000 - £300,000.

Aside from our investment clients, we have a number of transactional clients for whom we have undertaken mortgage and protection business.

	1. Are your clients segmented by type?
	For example: Do you group clients by set criteria such as: income, investors, product purchasers, other asset holders etc. 

	2. How is your client data stored? 
	For example: Is it in a variety of places? Is it on a ‘fit-for-purpose’ IT based system? 

	3. How accurate is the client data and when did you last analyse it for accuracy?
	For example: Are individual client records kept in a uniform way with set fields? When did you last check postal/email addresses were correct? 

	4. How easy is it to get access to data and communicate personally?
	For example: Can you retrieve the information you need quickly and reliably? Is the database useful when preparing mailings?

	5. Do you know who your most profitable clients are and how do you define ‘profitable’?
	For example: Is it based on the revenue they bring to the firm? Might it be based on profit? Could it also be based on their referrals?

	6. Do you tailor your client proposition to different groups of clients? 
	For example: Do different types of clients get serviced in different ways? 

	7. Have you considered focusing purely on a particular client segment? 
	( YES   ( NO

If YES, describe and give reasons why.

	8. Have you recently undertaken some research amongst your client base? If yes, what were the key findings?
	( YES   ( NO

For example: It was what you thought, so nothing has changed. It threw up some surprises? 

	9. How do you currently acquire new clients? 
	For example: Do you publicise your business to attract new clients? Do you ask for referrals? 


4. Client Proposition

Use the questions to provoke discussion and debate when considering your Client Proposition.

Likewise, the notations in the Answers box (not exhaustive) are prompts and examples ONLY and are intended to stimulate thinking.
	Question
	Current Situation

(document your findings here)

	Describe your current client proposition. What you do for them, the core of the service you provide?

Try to differentiate your answers between corporate and individual clients and between regulated and non-regulated services.
	For Example:

Financial planning and advice service across a wide range of financial solutions.
Three stage advice process:
Getting to know you; initial consultation, understanding goals, needs, timescales, risk tolerances and more.

Financial planning; lifestyle planning, analysing existing arrangements, testing different future scenarios, using leading edge financial planning software and more.

Independent financial advice; researching Whole of Market, report writing and presentation.

	1. When did you last review your proposition to clients?
	For example: ‘Never’. ‘Inside the last 5 years’. ‘Recently’. ‘We’re doing it now’.

	2. What is it you offer that clients value and will pay for?
	For example: Is it the general quality of your advice? Is it a particular specialism? Is it the speed you work at?

	3. Is your client proposition tailored to the different types of clients you have?
	For example: Do you service different types of clients in different ways?

	4. What is your main point of competitive advantage and what makes you different?
	For example: Are you the only IFA in town? Is it your size or specialist area? Is it that you promote your firm well?

	5. Will your current client proposition need to be reviewed to meet RDR requirements? 
	For example: Do new definitions for Whole of Market and Independent Advice concern you at all? 

	6. Do you already have a clear idea of how you wish your business to be positioned to clients leading up to 2012? 
	( YES   ( NO

If YES, describe.

	7. What is your current approach to creating investment solutions e.g. asset allocation and portfolio construction?
	For example: Is it the use of online tools? What about an in-house Investment Manager? Or relationships with a Stockbroker firm?

	8. Do you use investment platforms?
	( YES   ( NO

If YES, which ones and why?


	Question
	Current Situation

(document your findings here)

	9. When did you last review the financial planning tools you use and how they fit with your desired service proposition? 
	For example: Was it too long ago to remember? Inside the last 3 years or sooner?

	10. Is your advice process fully documented and when did you last review it?
	For example: How is the process documented? Do you show it to clients?

	11. Is your client proposition documented and when did you last update it?
	For example: How is the process documented? Do you show it to clients?

	12. How well does your client proposition match what your clients actually experience?
	For example: ‘It’s pretty good’. ‘It could do with some refinement’. ‘We constantly fall down in some areas’.

	13. How does your client proposition embrace Treating Customers Fairly (TCF)?
	For example: ‘It’s pretty good’. ‘It could do with some refinement’. ‘It could do with some wholesale revision’.

	14. How do you communicate your business vision to clients?
	For example: ‘We send it to them’. ‘We take them through it at first meeting and/or Annual Review’. ‘We don’t!’

	15. Do you have a marketing approach for existing and prospective clients? Do you know what is most effective?
	For example: ‘We don’t do any marketing at all – but should!’ We do actively prospect for new clients’. ‘We could do with having some tools to help us keep loyal the clients we have’.


5. Remuneration

Use the questions to provoke discussion and debate when considering your Remuneration.

Likewise, the notations in the answers box (not exhaustive) are prompts and examples ONLY and are intended to stimulate thinking.
	Question
	Current Situation (document your findings here)

	Describe how you currently charge for your advice and services.
	For Example:

We offer clients a transparent and flexible choice of payment:

- Commission (initial and trail)

- Fee (% of fund/fixed fee/project fees)

- Fee (settled through commission offset)

Percentage of revenue from fees / fund-based renewal currently c. 15% as majority of clients still pay by commission.

	1. Can you identify ways to make your business more profitable?
	If YES, detail here.

	2. What proportion of your income comes from recurring income streams and what plans, if any, do you have for increasing this?
	For example: Will you be ‘ramping up’ your service levels for loyal clients? Will you actively prospect for new clients matching this criterion?

	3. Have you evaluated the impact that different combinations of charging structures may have on the business?
	For example: Could it ‘overcomplicate’ your current system? Do you need more I.T. support and accounting expertise? Will your clients understand the changes?

	4. What approach do you use to calculate fees or other non-commission based remuneration?
	For example: Do you use a set menu of charges? Do you charge by the hour or by percentage?

	5. Are you able to account for all significant amounts of remuneration to a particular client?
	For example: Do you operate a timesheet system (paper or I.T.)? Are you good at logging all your activity – meetings, visits, telephone calls, letter writing etc.

	6. Will you need to make changes to your remuneration model to be ready for the end of 2012?
	If YES please detail, for example: ‘A seismic shift from commission to fee’. ‘We’re already well on the way to adviser fee only’. ‘We could do with a menu of fees for different services and individual clients’.

	7. Have you examined the I.T. system implications of moving to a different remuneration model?
	( YES   ( NO

If YES, describe.


6. Financial Model

	Question
	Current Situation

(document your findings here)

	Describe your approach to the financial management of your firm - including key assumptions.

Consider your relationship with your accountant or auditor and how they can help or be involved.
	For example: We have a really good relationship with our external accounting support. We don’t believe it will take them long to understand the implications of the RDR requirements on our business – but the fact that we may have to generate more invoices and occasionally chase money might make them think a bit.

	1. Do you document financial projections and if so, how often do you review your plan?
	For example: ‘Towards the end of a trading year as usual’. ‘Every 3 or so years, because it’s good to plan ahead’. ‘Recently, in the light of the RDR requirements’.

	2. Do you review / reconcile your actual financials against what you projected?
	( YES   ( NO

	3. Does your plan cover the next three years? 
	( YES   ( NO

	4. What areas of transitioning your business in readiness for 2012 do you consider having a financial impact?
	For example: Will I.T. costs be prohibitive? Will you need a ‘different type’ of staff? More training for qualifications? Will you lose some clients? 

	5. Do you understand the financial implications of changes to your business leading up to 2012?
	For example: ‘It’s on our minds, but RDR is far enough away’. ‘RDR is around the corner and we’re on the case now’.

	6. Do you hold and manage all of your clients’ financial information? If not, who does? 
	( YES   ( NO

If NO, describe current arrangements.

	7. Do you know the cost of providing each element of your client proposition?
	( YES   ( NO

If YES, describe.

	8. Do you understand the profitability of the different types of client you serve?
	( YES   ( NO

If YES, describe.

	9. Is your current Management Information (MI) sufficient to monitor the impact of changes made during the transition process? 
	( YES   ( NO

If YES, describe.


Use the questions to provoke discussion and debate when considering your Financial Model. 

Likewise, the notations in the answers box (not exhaustive) are prompts and examples ONLY and are intended to stimulate thinking.
	Question
	Current Situation

(document your findings here)

	10. Have you a set of Key Performance Indicators in place to assess the success of the changes in the business over the next few years?
	For example: Have you timetabled any milestones? Have you nominated individuals within your firm to lead any of these performance targets?


7. Human Resources and Change Management

Use the questions to provoke discussion and debate when considering Human Resources and Change Management.

Likewise, the notations in the answers box (not exhaustive) are prompts and examples ONLY and are intended to stimulate thinking.

	Question
	Current Situation

(document your findings here)

	Describe your current resource plan and key attributes - include skills, specialisms, awards, qualifications.

Include all levels / types of resource within the firm.
	For example: An organisational chart.
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	1. Have you assessed your current resources to establish their suitability (numbers, skills, qualifications, personalities) to meet the future needs of your business?
	( YES   ( NO

If YES, describe. 


	2. Do you have a qualifications gap within the team with regards to the RDR requirements and if so do you have a plan to bridge it?
	( YES   ( NO

If YES, describe.

	3. Do you have a training gap within the team / are you likely to need further CPD to meet the new requirements?
	( YES   ( NO

If YES, describe.

	4. Do you see opportunities to resource your firm more efficiently? 
	( YES   ( NO

If YES, describe.

For example: Could paraplanners provide greater efficiencies? Would your firm benefit from a Practice Manager?

	5. Is your current approach to remunerating staff likely to be an issue? 
	For example: Are your staff paid or part paid on commission? 


	Question
	Current Situation

(document your findings here)

	6. Are you going to need new contracts for staff?
	For example: Will contracts need to change to take account of different staff remuneration packages?

	7. Is your firm equipped to see through a programme of change? 
	( YES   ( NO

If YES, describe.

For example: Do you have Project Planning and Management Tools? Do you need any external expertise?



8. SWOT Analysis

Looking back on your audit answers, please now complete a SWOT analysis. Consider what your firm’s Strengths, Weaknesses, Opportunities and Threats are. This is a simple exercise which helps to consolidate the points identified during the audit in a meaningful way. 
· Strengths – The things your firm is doing well and should build on.

· Weaknesses – The things your firm does less well and should improve on.

· Opportunities – The things your firm could do to give you a competitive edge.

· Threats – Factors standing in the way of your firm’s future success.


Complete the template below in conjunction with your colleagues. 
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 If you end up with long lists under each heading try to prioritise these and focus on the most important facts and those that can provide a competitive advantage. 

If you go on to complete Module 2: Business Vision, you may wish to come back to your SWOT analysis and update it. 

	STRENGTHS

For example:

· Established client base

· Strong positioning / reputation in local market
	WEAKNESSES
For example:

· Gaps in offering (no pension transfer specialist)

· Current model doesn’t meet new definitions of independence

	OPPORTUNITIES

For example:

· Increase recurring income stream (introduce retainer; develop new service proposition for existing clients)

· Focus more on retirement solutions (equity release, annuities, drawdown etc)


	THREATS

For example:

· Unable to transition if clients do not accept new adviser charge

· Unable to transition if do not get assessed / unable to complete additional qualifications in time


9. What have you achieved so far - and what next?
You have:
· Considered the key issues relating to important aspects of your business.

· Built a good understanding of what your firm does well – and what it does less well.

· Recognised how external factors can offer opportunities for your business – as well as threats.

· Developed a picture of how business transition – including meeting the RDR requirements – might impact your business.
What Next?

· Update your Module 1: Business Audit Task List
· When you’ve completed your Module 1: Business Audit, update your AIFA FF>>WD Wizard. It will suggest your next stage of the business transition.
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