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Financial Markets Policy 
Building Resources and Markets 
Ministry of Business, Innovation & Employment 
PO Box 1473 
Wellington 6140 
New Zealand 
 
Emailed to: faareview@mbie.govt.nz 

ICNZ submission on disclosure requirements in the new financial advice regime 

Thank you for the opportunity to submit on the discussion paper Disclosure requirements in the new 
financial advice regime (“discussion paper”).  ICNZ represents general insurers which insure about 95 
percent of the New Zealand general insurance market, including over half a trillion dollars’ worth of 
New Zealand property and liabilities. 

This submission is in two parts: 
1. Overarching comments 
2. Responses to questions in the discussion paper 

Please contact Andrew Saunders  if you have any questions on 
our submission or require further information. 

1. Overarching comments 
ICNZ supports robust disclosure requirements and welcomes the introduction of 
commission/incentive related disclosure.  We support disclosure requirements that result in useful 
information being provided to consumers and are workable for subject entities to provide.  As such 
we generally support quality over volume and note the current QFE disclosure arrangements are 
generally efficient and streamlined. 

In general terms we support a principles-based approach being taken in the new disclosure regulations 
(“regulations”), which will assist in providing for different advice delivery methods (e.g. face-to-face, 
over the phone and robo-advice), avoid stifling innovation, and allow organisations to provide 
disclosure in a way that suits their processes and information systems.  Whilst we support a principles-
based approach it is important the regulations are clear on what must be disclosed.  They should not 
however be prescriptive as to when and how it is disclosed. 

We recognise such an approach will need to be supported by guidance material that more specifically 
addresses the ‘when’ and ‘how’ of disclosure in different situations.  This guidance should be 
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Submission on discussion document: Disclosure 
requirements in the new financial advice regime 

Your name and organisation 

Name Janet Harris – Mortgage Adviser 

Organisation Point Home Loans  

Responses to discussion document questions 

1  
Do you agree with the objectives that we have identified? Are there any further objectives 
that the disclosure requirements should seek to achieve? 

 

Yes I agree – key information, given at the right time, in a clearly written (non-jargon) way so 
that it can be easily understood. Plus in a concise way, so that the consumer is able to read it, 
not be put off by pages and pages of small print; only the information relevant at each stage 
of the advice process, and relevant to the particular product that the consumers requires, is 
given.    

The timing and form of disclosure 

2  
What are your views on the proposal that information be disclosed to consumers at different 
points in the advice process? 

 I like the way that this has been proposed, and I agree with it.  

3  
Will this approach improve the effectiveness of disclosure by increasing consumers’ 
engagement and understanding of the information they receive? Why or why not? 

 
Yes it will – at the moment the amount of disclosure materials is overwhelming, especially for 
investment advisers. If the information is deemed to be overwhelming or difficult to read, the 
consumer will not read it, quite simply!  

4  
Should those giving advice be required to tell consumers that they can access general 
information about the provider or refer to this general information in advertising material? 

 Not sure 

The form of disclosure 

5  
If the regulations were to provide flexibility on the form and timing of disclosure, how can they 
be drafted in such a way to provide certainty to the industry of what is required? 

 Not sure  

6  
Should a person who contravenes the presentational requirements under the proposal be 
subject to civil liability or should it be dealt with by an FMA stop order or similar regulatory 
response? 



 

 

 Not sure – but they need to be dealt with effectively.  

What information do customers require? 

7  
Do you agree that information relating to the licence, duties and complaints process should be 
made available to consumers? 

 Yes 

8  
Do you think that the regulations should provide prescribed text for the disclosure of these 
pieces of information? 

 Perhaps? 

9  

Should consumers be informed of their ability to access a free dispute resolution service when 
making a complaint? Should this apply to all financial service providers who provide services 
to retail clients (in which case it might be implemented via the scheme rules rather than in 
regulations under the Bill)? 

 Yes! 

Information about the financial advice 

 Limitations in the nature and scope of the advice 

10  
Do you agree with the proposal in relation to the disclosure of nature and scope of advice, as 
set out on page 19? Why or why not? 

 

Yes, I agree, but it is also essential to disclose the number of products or providers in a 
simple, easy to understand way. As a mortgage adviser, I currently state that I deal with most 
banks, other than Kiwibank and HSBC, as well as a number of non-bank lenders; I have seen 
others list 25 different banks/lenders as if the longest list makes them ‘better’. But a long list 
is confusing to the consumer (hard to identify which provider is not listed) and I believe that 
is more relevant to state those that the adviser does not/cannot deal with, if there are many 
choices.  

Similarly, if an individual can only sell one provider’s products, that should be clearly 
disclosed.  

11  
How can the regulations ensure that consumers receive an accurate indication of the extent of 
the market that can (and will) be considered? 

 
Not sure – other than above, when clear disclosure is made of which providers the adviser 
deals with, or does not deal with – depending on the situation.  

 Costs to client 

12  
Do you agree with the proposal in relation to disclosure of costs to clients, as set out on page 
20? Why or why not?  

 

Absolutely yes! I believe that a lot of consumers hold back from getting advice as they have 
no idea what it may cost, and yet are afraid to ask. It is essential to give them an outline of 
potential costs (if any) as soon as possible, so information on a website is a great idea, as well 
as in an introductory phone call or email when a meeting is being set up (eg “To clarify, there 



 

 

will be no charge for this meeting …”). It’s good business conduct as well!  

Later, when the nature and scope of the financial advice is known, then an accurate outline of 
cost can be given. It is imperative that the consumer is made aware of any charges BEFORE 
they are incurred, to preserve the integrity of doing business with an adviser. The charges, if 
any, are to be in writing and signed by the consumer, so they are fully understood and no 
surprises.  

If the adviser has a policy that requires the consumer to pay or reimburse for clawbacks, this 
should absolutely be outlined, and in my opinion as early as possible. It’s not good enough to 
tell the client about this potential fee/charge just as they are about to sign to accept the 
product – that’s far too late in the process!  

An adviser’s clawback repayment policy should be disclosed when the nature and scope of 
advice is known – which is usually at the first meeting - as this can have a huge relevance to 
whether the client wishes to continue using that particular adviser’s services.  

I have heard horror stories of a mortgage broker charging clients who decided not to get their 
loans through him – sending them an invoice after he’d learnt they’d bought a property with 
a loan from elsewhere. Or charging way beyond the industry norm.  

I have personally never charged anyone for a clawback – probably as I rarely get clawbacks 
(with the banks, the clawbacks are charged on a lowering % up to 27 months after the loan is 
drawn down).  

However, if I was helping a client who was buying with the intention of refurbishing a 
property to on-sell within a 2 year period, I probably would charge – but only if I had made 
the client aware of this as soon as possible, likely in our first meeting.  

Another example for the mortgage industry is ‘break fees’ if a client already owns a property. 
There are some more unscrupulous mortgage brokers out there who will readily allow the 
customer to incur a ‘break cost’ of a fixed rate loan, if it means that they, the broker, can get 
the commission to refinance the loan to another bank. Sometimes this is because the client’s 
existing loan is with a bank that the broker cannot deal with; sometimes this is because the 
broker simply wants a ‘churn’ type higher commission.   

It is essential for full disclosure of any such additional fees that will be incurred, as well as 
why and how these fees can be avoided, if possible. For example, the client could wait 6 
months for a fixed rate to expire, to avoid a fixed rate break cost, or the adviser should be 
honest that they don’t work with the particular bank that the client’s loan is with, so if the 
client wants to work with them, they will need to change banks and incur a break fee.  

13  
What role, if any, should the disclosure regulations play in ensuring that consumers are aware 
of the other fees that they might be charged should they follow the advice (e.g. bank fees, 
insurance premiums, management fees)? 

 

If ongoing fees are part of the product placement, then yes, they should be disclosed. For 
example, as a mortgage adviser, if I suggest a Revolving credit account as part of the loan 
structure for a client, I always advise that the bank charges a $10 (or whatever) monthly fee 
for this account, and this covers all transactions, including eftpos, APs, transfers, but not the 
‘Other bank ATM’ charge.  

Similarly, if an insurance premium contains an admin fee, that should be disclosed too. It’s 
often the small charges such as this that infuriate consumers the most, and it’s not enough to 
simply tell the consumer after they’ve signed up that ‘that fee is just standard’. Not good 
enough in this environment.  

 Commission payments and other incentives 



 

 

14  
Do you agree that commissions and other incentives should be disclosed in more general 
terms early, followed by more detailed disclosure later in the advice process? 

 

Yes, yes, yes!! As a mortgage adviser, I can initially say ‘I get paid by the lender, when (and if) 
you draw down a loan’ is sufficient (or similar, depending on the stream of advice).  

Per the table of disclosures and timing, the next stage of disclosure is when the nature and 
scope of advice is known – so by this stage, the product choices have usually been narrowed 
down, and a ‘range’ of commissions should be given, in a percentage form, plus a general 
overview of incentives.  

In the MBIE discussion meeting in Auckland I attended, there were insurance advisers who 
were not at all happy with a detailed disclosure, as apparently, they receive different 
commissions for different products and different insurance companies. I am not sure why this 
should present an issue?  

For example, as a mortgage broker, the banks all pay an upfront commission in the range of 
45pts to 85pts (0.45% to 0.85%) of the loan amount, with the lenders paying the lower 
upfronts also paying trail at 20pts (0.20%), starting a year after the year is drawn down. 
Surely this is not difficult to put into a disclosure for clients? It’s a simple range; if an 
insurance adviser has more products, it is still not difficult to list a product with range of 
payment – could be in table for clarity?  

When making a final recommendation, at this stage, the actual commission and incentives 
should be declared. I agree with the discussion paper that a dollar amount for the 
commission paid is not necessarily helpful, as the amount that some people consider a large 
commission may be considered a very reasonable amount to someone else. But the 
percentage commission for the products actually recommended should be disclosed, as well 
as whether the adviser receives any potential ‘soft commissions’ for placing the business with 
that particular product provider.  

In the MBIE discussion I attended, most insurance advisers were totally against disclosing 
these ‘soft’ commissions, such as the potential of being rewarded with a future overseas trip. 
They said it deflected from their advice (ie that their clients would focus only on the holiday 
the adviser may qualify for, not on the quality of the product advice given) and these advisers 
also said that they didn’t/wouldn’t take the trip anyway.  

This is absolutely no reason to not disclose – the onus is on the adviser to fully disclose all 
actual and potential incentives/rewards/gifts.  The adviser can tell the client, ‘but I do not 
participate in / have never accepted / etc this overseas trip offer from this insurer’.  

In this way, the adviser can FULLY JUSTIFY WHY they have recommended to place the 
business with the product provider as being the best product for the client, and not because 
they will get a free jaunt to an exotic location. The best interest of the client, remember! 

 

15  
If the regulations were to include a materiality test that would determine the commissions 
and incentives that needed to be disclosed, what would an appropriate test be? 

 

Ah and this is where the issue arises! As the FMA found that the insurance brokers who 
undertook most ‘churn’ did not realise that recommending a certain insurance company, 
which rewarded them with an overseas holiday was a conflict of interest, can we rely on an 
appropriate test of materiality??  

I think it’s important for all incentives and commissions to be disclosed, as unfortunately if we 
leave people to make their own determinations of relevancy/materiality, there is a bias 
towards ‘justifying’ a decision in their own favour. They didn’t declare that selling this product 



 

 

put them into a draw to win $25,000 cash, for example, as it was only a draw and they were 
unlikely to win anyway – what are the odds of winning?? 

However common sense should prevail. If a lender/ insurer/ investment firm gives a free pen, 
or other low cost (less than $10?) similar item as a general give away (ie no purchase 
required!) then it starts looking a little silly if that has to be disclosed – as offering 
promotional items is seen as standard / common business practice.   

If a promotional item is only given if a particular product is sold, or a certain sales threshold 
has to be met, then that item/gift/incentive requires full disclosure as the receiving of the 
item is directly linked to a product or sale.  

NB: When I first started as a mortgage broker (January 2007), I worked for over 5 years in an 
open plan office alongside many insurance brokers. Every Monday there were gifts left on the 
insurance broker’s desks from an insurance company, as a result of the particular sales 
incentive campaign results from the previous week. These gifts were items such as wine, 
champagne and giant Toblerone bars. And then there’s the volume of business to qualify for 
the overseas trips, with the highest volume qualifying to bring a spouse and children along as 
well, for free.  

 Options for how to disclose commissions and other incentives 

16  
Is it necessary for the disclosure regulations to be prescriptive regarding the disclosure of 
commissions and other incentives? If so, why? 

 

Yes, I firmly believe that it is, simply as there is so many ‘kickbacks’ out there and the public 
needs to know. The consumer cannot fully trust an adviser – in today’s more open 
environment where information is so readily available  - if the payments and soft 
commissions are kept hidden or secret.  

Because of the reticence of the industry – especially the insurers – to openly disclose their 
commissions and incentives, it leads to the need for prescriptive disclosure regulations. As 
I’ve written above, this is not that difficult and as part of the overall disclosure regime will 
become commonplace and expected by the consumer.  

17  
Which of the options (as set out in pages 21-22) do you prefer? What are these costs and 
benefits of the options? 

 

I support Option 1, as it gives sufficient information for the consumer to compare the 
commissions/incentives, but is not as ‘in your face’ as Option 2, where dollars are stated.  

I disagree with Option 3 as the industry has not helped itself to date, and I fear a very ‘soft 
approach’, especially to the soft commission / incentives issue, if the industry itself is to set 
the tone for this disclosure.  

For example, insurance brokers still offer a very weak disclosure over their incentives/soft 
commissions, such as “from time to time, we may receive incentives from an insurer….” 
Name the incentives and disclose!! 

 Other conflicts of interest and affiliations 

18  
Do you agree that those giving financial advice should be required to disclose all relevant 
potential conflicts of interest? 

 
Yes! I thought they already had to…. The issue is that some advisers need a bit of help in 
recognising what ‘conflicts of interest’ are, unfortunately.  



 

 

There may need to be a guideline for this. For example, from an accountant (CA) recently, I 
heard of a mortgage broker who specialises in investment property; she puts her clients in 
touch with the person selling the property, who pays this mortgage broker an ‘introductory 
fee/referral commission’ of a few thousand dollars for each property. However, as this ‘fee’ is 
paid into an account in the name of the mortgage brokers’ trust, the broker does not declare 
this referral fee to the client, as the trust is a separate entity from herself. And of course, this 
is also surely a conflict of interest that should be disclosed.  

This is what I mean when I say that people justify their disclosures to suit themselves. So a 
guideline is needed, to clearly highlight that it’s final ownership of the 
commission/fee/payment that requires disclosure, or words to that effect.   

19  
Are there any additional factors that might influence financial advice that should be 
disclosed? 

 
Real estate agents being paid referral fees by mortgage advisers, especially if the mortgage 
adviser has a desk in the real estate office, and attends the real estate sales meetings, for 
example.  

20  
Should these factors be disclosed alongside information about the conduct and client care 
duties that financial advice will be subject to (as discussed on page 17)? 

 Yes.  

Information about the firm or individual giving advice 

 Details of relevant disciplinary history 

21  
Do you agree with the proposed requirement to disclose information relating to disciplinary 
history and bankruptcy or insolvency history? Why or why not? 

 
Yes! As we are financial advisers, the consumer should be able to have confidence in an 
advisers ability to handle their own finances / business.   

22  
Should the disclosure of information relating to disciplinary history and bankruptcy or 
insolvency history also apply to the directors of a financial advice provider? 

 Yes – otherwise this can be used as a means to avoid disclosure.  

23 
Should financial advice providers also be required to disclose if they have been found to have 
contravened a financial advice duty? 

 Yes!! 

Additional options 

 A prescribed summary document 

24 
Do you think that a prescribed template will assist consumers in accessing the information 
that they require? 

 Not sure… 

25 How could a prescribed template work in situations when advice is not provided in person (i.e. 



 

 

if it is provided over the phone or via an online platform)? 

  

 Requirements for disclosure provided through different methods 

26 Should the regulations allow for disclosure to be provided verbally? Why or why not? 

 I have now run out of time, unfortunately….. 

27 
If disclosure was provided verbally, should the regulations include any additional 
requirements? 

  

 Requirements for financial advice given through different channels 

28 
Should the regulations provide for any additional requirements that would apply when advice 
is given via a robo-advice platform or over the phone? 

  

29 
Do consumers require any additional information when receiving financial advice via an online 
platform? 

  

 Disclosure when replacing a financial product 

30 
Should those advising consumers to replace financial products be required to provide a 
prescribed notification? If so, what should a prescribed notification contain? 

  

31 
Should this apply to the financial advice given on the replacement of all financial advice 
products? 

  

 Information to existing financial advice clients 

32 
Should the regulations provide for reduced disclosure requirements for existing clients? If so, 
in what situations should it apply and what information should consumers receive? 

  

33 Should there be a limit on the length of time that this relief would apply? 

  

 Transitional requirements 

34 
Is it necessary for the disclosure regulations to provide a transitional period for the industry to 
comply with the new requirements beyond this nine-month period?   



 

 

  

35 
Should the regulations include specific transitional provisions for AFAs authorised to provide 
personalised DIMS under the FA Act? 

  

 Disclosure to wholesale clients 

36 
Should the regulations require the provision of additional information regarding the wholesale 
designation in some circumstances?  If so, when would it be appropriate for this to take place? 

  

37 
Do you have any alternative suggestions for how the regulations could ensure that wholesale 
clients are aware of what it means to be deemed a wholesale client? 

  

Other comments 

I am sorry, I’ve run out of time to complete this Submission fully. As a mortgage adviser, I trust that 
my thoughts have helped outline how the mortgage advice stream is at times the same as, and at 
other times different from the investment and insurance streams.  
 
I am happy to discuss matters further, please call or email me at any time.  
 
I have also attached a couple of recent ‘incentives’ pertinent to the mortgage industry, to 
demonstrate that it’s not just insurers that try to incentivise (bribe?) new business. 
 
Many thanks and kind regards 
 
 
Janet Harris  
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Janet Harris

From:

Sent: Friday, 4 May 2018 9:19 AM

To: Janet

Subject: You've got to be in to WIN!

View this email in your browser

What would you do with $25,000?

Dear Janet 

It's  who is holding a firm lead in first place on our April 

leaderboard. Who can bump him down? Call us to discuss your deal.  It 

might be you! 

Don't forget our ongoing Big Bucks promo. For every deal you settle with 

DBR you'll be rewarded with some DBR Big Bucks. 

If that's not enough to pick up the phone and call us, then our $500 cash 

promotion surely will. All enquires during May will go in the draw to win $500 

cash. All you need to do is phone or email us to discuss your deal. 

It has never been easier to pick up some extra cash when you deal with 

DBR. 

But remember ... you've got to be in to WIN!
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Kind regards

Let us help you

If a solution exists, we’ll help you find it. 

Contact DBR today: 

p: 0800 555 001 

a:  5 The Parade, Bucklands Beach   

     22 Tennyson Avenue, Takapuna 

w: www.dbr.nz 

Follow us on Facebook Visit our Website Send us an email

Copyright © DBR Limited 

Want to change how you receive these emails? 

You can update your preferences or unsubscribe from this list

S9(2)(a)



1

Janet Harris

From:  

Sent: Friday, 4 May 2018 2:34 PM

To:

Subject: Tower Incentive Winner

Email not displaying correctly? View it in your browser.

Good afternoon,

The Tower referral Incentive has now officially ended and we are excited to 
announce the winners. 

Over the past 8 weeks we have had 992 referrals from over 287 individual advisers 
so thank you all for your hard work and support – what a superb effort! 

There were 223 entries for the Grand Draw, so check out the video of the draw for 
the winner of the 1000 Airpoints prize! - Click here

Congratulations to everyone on our regional leader boards as shown below. The winners of 
the luxury mystery escapes are: for Auckland; for the rest of the 
North Island; and  for the South Island.

We look forward to hearing about your travel stories guys!

Once again, thank you all for your support and making this such an exciting 
competition! 
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We look forward to our next Incentive in a couple of months time. 

Kind regards, 

The Team at NZFSG

Unsubscribe | Forward to a friend | Update your profile

Copyright (C) 2013, NZFSG,  All rights reserved. 
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Submission on discussion document: Disclosure 
requirements in the new financial advice regime 

Your name and organisation 

Name Annie Lan 
Organisation JMIS Limited 

Responses to discussion document questions 

1  Do you agree with the objectives that we have identified? Are there any further objectives 
that the disclosure requirements should seek to achieve? 

 Yes, we agree. 

The timing and form of disclosure 

2  What are your views on the proposal that information be disclosed to consumers at different 
points in the advice process? 

 
We are comfortable with the proposal and agree that clients should only be provided with 
information that is relevant to them. This way, they are more likely to be engaged and gain a 
better understanding of the information given to them.  

3  Will this approach improve the effectiveness of disclosure by increasing consumers’ 
engagement and understanding of the information they receive? Why or why not? 

 As above. 

4  Should those giving advice be required to tell consumers that they can access general 
information about the provider or refer to this general information in advertising material? 

 

We agree that advising consumers that general information is available will increase 
consumer awareness; however, in our experience, most consumers would prefer that 
information is only given when it is relevant. Therefore, making this a “requirement” may 
become another compliance task rather than adding value to the client-adviser engagement.  

Given that all the general information proposed to be disclosed publicly or on request, will be 
disclosed again (in a more specific form) at other points of the advice process, the act of 
‘making client aware of general information’ becomes desirable but non-critical.   

A more pragmatic approach perhaps is for the individuals or firms who give advice to 
demonstrate how they interact with clients to ensure they have the information necessary to 
make decisions. This could be considered in its entirety, rather than certain steps of the 
advice process. 

The form of disclosure 

5  If the regulations were to provide flexibility on the form and timing of disclosure, how can they 
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be drafted in such a way to provide certainty to the industry of what is required? 

 

We agree with your proposal in setting out clearly in the regulations on what information 
must be disclosed, any presentational requirements applied to this information, and up to 
which point that this information needs to be provided.  We see this approach is consistent 
with the requirements for other types of licensees under the FMC Act. 

6  
Should a person who contravenes the presentational requirements under the proposal be 
subject to civil liability or should it be dealt with by an FMA stop order or similar regulatory 
response? 

 

Given there are many small financial advice providers in the industry, when considering the 
nature, size and complexity of these businesses, we believe a stop order or similar regulatory 
response by the FMA is likely to be effective.  

If civil liability is considered under the new regime, we would suggest this is not a punitive 
measure and should be used to put the consumers right. The regulations should also make it 
clear whether the civil liability will be applicable to the firm, directors or senior managers of 
the firm, or all of the above.  

What information do customers require? 

7  Do you agree that information relating to the licence, duties and complaints process should be 
made available to consumers? 

 

Yes, we agree the information mentioned above should be disclosed.  

However, we note that the MBIE’s proposal is to disclose the details of the complaints 
process and DRS publicly, at the time when making a recommendation, and at the time when 
a complaint is received.  

In our experience, it would be more effective to provide specific information when it is 
relevant. An alternative approach could be that a more concise description on ‘how to make a 
complaint’ and the DRS information is provided at the time when making a recommendation.  

More details on the complaint process and DRS is provided again when a complaint has been 
received but a resolution is not reached at the first instance. We think this is the critical time 
for the consumers to receive further information on how to escalate the complaint and 
potentially reach out to the DRS for assistance.  

8  Do you think that the regulations should provide prescribed text for the disclosure of these 
pieces of information? 

 We expect this information is likely to be similar across the industry therefore we do not 
object to a prescriptive disclosure.   

9  

Should consumers be informed of their ability to access a free dispute resolution service when 
making a complaint? Should this apply to all financial service providers who provide services 
to retail clients (in which case it might be implemented via the scheme rules rather than in 
regulations under the Bill)? 

 
Yes, consumers should be informed of the fact that the DRS is a free service to retail clients.  
We see this information should be provided by all financial service providers as this will help 
improve consumer awareness and confidence in the financial markets.  
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Information about the financial advice 

 Limitations in the nature and scope of the advice 

10  Do you agree with the proposal in relation to the disclosure of nature and scope of advice, as 
set out on page 19? Why or why not? 

 

In principle, we agree with the proposal. However, we would appreciate further guidance or 
more examples are given to clarify the meaning of ‘material changes’.  

Does this mean the individual or firm giving advice changes the offering materially from the 
time when they first interacted with the client? Or does this mean the client has changed the 
nature or the scope of the advice required, for example, the client initially requires advice on 
a sum of $1 million and later reduces this sum to $500k.   

In the former case, we believe an updated disclosure is required. In the latter case, unless the 
recommendation will change as now the investible sum is $500k, a supplementary disclosure 
may be appropriate to stipulate the funds under consideration has changed but there will be 
no change to the recommendation.  

11  How can the regulations ensure that consumers receive an accurate indication of the extent of 
the market that can (and will) be considered? 

 

We observe that in general, there are advisers who can and will consider a wide range of 
product providers when formulating recommendations for their clients.  

In contrast, there are also advisers who indicate they can consider a wide range of product 
providers but in practice they are either restricted to, or have a preference in, recommending 
products offered by their affiliated providers. This is particularly seen under the larger QFE 
structures.  

For the latter situation, the individual or firm should clearly explain this restriction or 
preference. For example, “We primarily recommend funds managed by ABC Limited, which is 
an affiliated entity. However, from time to time we may consider changing our approach and 
recommend replacing the existing funds with funds managed by other fund managers. We 
will notify you at least x days prior to making such change”.   

Further disclosure will also be required if there is an upcoming change of approach and 
without disclosing this change, the individual or firm is likely to mislead or create a false 
impression.  

 Costs to client 

12  Do you agree with the proposal in relation to disclosure of costs to clients, as set out on page 
20? Why or why not?  

 

We agree that fees relevant to the provision of advice, and the basis on which the fees are 
charged, should be disclosed. However, it would be useful for the regulations to provide 
guidance on what ‘other expenses’ are required to be disclosed. This will ensure consistency 
and improve transparency across industry.   

13  
What role, if any, should the disclosure regulations play in ensuring that consumers are aware 
of the other fees that they might be charged should they follow the advice (e.g. bank fees, 
insurance premiums, management fees)? 

 Regulations should be clear on what needs to be disclosed and where this disclosure needs to 
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be made, but not prescriptive so the disclosure can be tailored to different business models 
or different types of businesses. 

 Commission payments and other incentives 

14  Do you agree that commissions and other incentives should be disclosed in more general 
terms early, followed by more detailed disclosure later in the advice process? 

 

Yes, we agree that the public disclosure on the commissions or incentives should be of 
general nature and more specific details are to follow when it is clear that the prospective 
client is interested in taking part in the advice process.   

We would suggest that the specific information on the commissions or incentives will only 
need to be disclosed once, and it is permissible to reference to an earlier disclosure as long as 
what is disclosed remains accurate. For example, if the details of the commissions or 
incentives are disclosed at the time when the nature and scope of the advice is known, it is 
not required to disclose this information again when a recommendation is made unless there 
is a change.  

Additionally, we believe the regulations should be consistent for fee disclosures and 
commission/incentive disclosures. If fees are required to be disclosed regularly, then 
commissions/incentives should be disclosed regularly.  

15  If the regulations were to include a materiality test that would determine the commissions 
and incentives that needed to be disclosed, what would an appropriate test be? 

 

The regulator could consider methods of calculating materiality commonly used by auditors. 
For example, the commissions or incentives are calculated to be greater than a set 
percentage (e.g. 5%) of the gross income received by the individual who gives the advice; the 
commissions or incentives in aggregate account for more than a set percentage (e.g. 0.5%) of 
the gross revenue generated by the firm.   

Other materiality consideration could be a structural change of commissions/incentives 
received, for example, newly introduced commissions / incentives to the business.  

 Options for how to disclose commissions and other incentives 

16  Is it necessary for the disclosure regulations to be prescriptive regarding the disclosure of 
commissions and other incentives? If so, why? 

 

A prescriptive disclosure regime may be helpful as a large number of advisers in the industry 
have not been required to disclose commissions and incentives previously. Through 
prescribed disclosure, the industry can uplift its standard and improve transparency and 
consumer awareness.  

While deciding on the format of disclosure, the regulations should take into consideration the 
nature of businesses (e.g. investment, insurance, mortgage etc) and to ensure the disclosure 
can be fit for purpose.   

17  Which of the options (as set out in pages 21-22) do you prefer? What are these costs and 
benefits of the options? 

 
If a prescriptive disclosure approach is adopted, the regulator could possibly request data to 
be submitted as part of the annual regulatory returns and produce relevant industry report. 
This data set could be used to provide a cross market comparison of the commission rates 
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which would be more useful for consumers.   

If a principle-based approach is adopted, we would suggest further guidance is provided to 
ensure consistency across the industry.   

 Other conflicts of interest and affiliations 

18  Do you agree that those giving financial advice should be required to disclose all relevant 
potential conflicts of interest? 

 Yes. 

19  Are there any additional factors that might influence financial advice that should be 
disclosed? 

 No. 

20  Should these factors be disclosed alongside information about the conduct and client care 
duties that financial advice will be subject to (as discussed on page 17)? 

 
We do not object to disclosing conflicts or affiliations in the section where conduct and client 
care duties are disclosed. However, we would suggest a separate disclosure is made, on its 
own, so the conflicts or affiliations disclosure is prominent.  

Information about the firm or individual giving advice 

 Details of relevant disciplinary history 

21  Do you agree with the proposed requirement to disclose information relating to disciplinary 
history and bankruptcy or insolvency history? Why or why not? 

 

Yes, we are in favour of the proposed disclosure as any adverse information is likely to impact 
the consumers’ decision to use a particular financial adviser service. We believe the 
disclosure of the relevant disciplinary history should either be given verbally or clearly 
highlighted so the consumers are made aware of this. 

22  Should the disclosure of information relating to disciplinary history and bankruptcy or 
insolvency history also apply to the directors of a financial advice provider? 

 Yes, we consider this is appropriate.  

23 Should financial advice providers also be required to disclose if they have been found to have 
contravened a financial advice duty? 

 Yes. 

Additional options 

 A prescribed summary document 

24 Do you think that a prescribed template will assist consumers in accessing the information 
that they require? 

 Under the current FAA regime, AFAs already provide various disclosure statements to 
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consumers and often the feedback is that consumers feel they are overloaded with 
information. In this situation, we question how effective the additional “important 
information” document would be in practice. 

From what we observe, during the initial engagement, most consumers are interested in 
information relating to the services and products the financial advice provider can offer, (e.g. 
scope of service, risk, potential returns, and fees).  Only after gaining an understanding of 
what the financial advice provider can offer, they would consider other general information 
or specific information about the firm or individual who is giving advice.  

Therefore, if a prescribed template is introduced, it needs to be concise, so consumers are 
not overwhelmed with the amount of information received.  

We think it is appropriate to have the prescribed template to be provided by the time when 
the nature and scope of the advice is known.  

25 How could a prescribed template work in situations when advice is not provided in person (i.e. 
if it is provided over the phone or via an online platform)? 

 The financial advice provider could create an online mechanism which requires the viewer to 
click-through the terms and conditions and to give positive confirmation.  

 Requirements for disclosure provided through different methods 

26 Should the regulations allow for disclosure to be provided verbally? Why or why not? 

 
Yes. This allows financial advisers and nominated representatives the flexibility to use 
different channels to conduct their advice process. Also, some clients may find a verbal walk-
through of the disclosure much easier than trying to read and understand on their own.  

27 If disclosure was provided verbally, should the regulations include any additional 
requirements? 

 

Where verbal disclosure is given, there should be supporting evidence kept on file.  

The regulations should allow flexibility in what form the evidence should be. Evidence could 
be a signed acknowledgement by client, a recording of the phone conversation, or an email to 
client with a link to the full disclosure.   

 Requirements for financial advice given through different channels 

28 Should the regulations provide for any additional requirements that would apply when advice 
is given via a robo-advice platform or over the phone? 

 

The regulations should provide additional requirements to ensure the prospective clients are 
aware that the robo-advice they receive will be dependent upon the information they 
provide. The information provided by them will become the inputs into the model which in 
turn will form the basis of the advice / recommendation.   

This also means no consideration will be given to factors which have not been required by the 
platform therefore not provided by the client.  

It is important for the clients to note that the personalised advice they receive will have 
limitations and their expectations on the robo-advice need to be realistic. 

29 Do consumers require any additional information when receiving financial advice via an online 
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platform? 

 
As discuss above, potentially a prescribed disclosure should be in place to ensure it is very 
clear that no consideration is given to factors which the client has not provided. Even though 
the advice may be deemed “personalised”, there are limitations.  

 Disclosure when replacing a financial product 

30 Should those advising consumers to replace financial products be required to provide a 
prescribed notification? If so, what should a prescribed notification contain? 

 

It would be easier to have a prescribed notification tailored to the nature and types of the 
products (e.g. investment, insurance, mortgage) so clients who are receiving product 
replacement advice can get a better understanding of the potential consequences.  

Useful information includes:  

• why does the adviser believe the advice is appropriate for the client 

• what are the risks and costs associated with implementing the replacement 
recommendation 

31 Should this apply to the financial advice given on the replacement of all financial advice 
products? 

 Yes. As long as the prescribed notification is tailored to the different nature and types of the 
financial advice products.  

 Information to existing financial advice clients 

32 Should the regulations provide for reduced disclosure requirements for existing clients? If so, 
in what situations should it apply and what information should consumers receive? 

 

It is justifiable to provide reduced disclosure to existing clients when the nature and scope of 
the advice remains largely unchanged.  

We would suggestion a confirmation stating the following:  

• the client’s circumstances, goals and objectives, and timeframe remain unchanged 

• the recommended strategy remains appropriate  

• the client can find more information (state where) if required 

33 Should there be a limit on the length of time that this relief would apply? 

 

If there is no change to the nature and scope of the advice for 5 years, the individual or firm 
giving advice must undertake a full review of the client’s circumstances, including risk 
profiling the client, to ensure the recommended strategy remains appropriate. The full review 
report should be sent to the client and kept on file for record.  

 Transitional requirements 

34 Is it necessary for the disclosure regulations to provide a transitional period for the industry to 
comply with the new requirements beyond this nine-month period?   

 For new clients, our business should be ready for the new disclosure requirements by the 
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time when the financial advice regime becomes effective.  

For existing clients, we would appreciate a longer transitional period is applied, (e.g. an 
additional 12-18 months). During this period, we will provide updated disclosure to our 
existing clients alongside with their review reports. It will also allow us a chance to explain to 
the existing clients what have changed, and what they should expect going forward under the 
new financial advice regime.   

35 Should the regulations include specific transitional provisions for AFAs authorised to provide 
personalised DIMS under the FA Act? 

 Not applicable to our business.  

 Disclosure to wholesale clients 

36 Should the regulations require the provision of additional information regarding the wholesale 
designation in some circumstances?  If so, when would it be appropriate for this to take place? 

 

Wholesale designation can be treated as general information and made available on the 
financial advice providers’ websites.  

The regulations could prescribe what needs to be disclosed and request the disclosure is 
made by the time when the nature and scope of the advice is known.   

37 Do you have any alternative suggestions for how the regulations could ensure that wholesale 
clients are aware of what it means to be deemed a wholesale client? 

 

Under the Bill clients who fit into the wholesale client definition will be treated as wholesale 
clients unless they choose to opt out of being wholesale clients. 

In our business practice, regardless of the regulatory classifications, we observed most clients 
want to access free dispute resolution schemes. They expect their advisers to be competent 
and to be bound by conduct and client care duties. We therefore believe a better regime is to 
treat all clients as retail clients unless they opt out of being retail clients.   

To opt out of being a retail client, the client provides a signed notification to confirm that 
he/she is aware of the consequences of being a wholesale client. This notification should be 
kept on file and refreshed every two years to ensure client is comfortable with remaining 
opted out.  

A discussion of whether a wholesale client should be treated as wholesale should occur by 
the time when the nature and scope of the advice is known. A signed notification should be 
obtained before the implementation of the recommendation. 

Alternatively, the regulators could review and tighten the wholesale client definition to 
ensure private clients will equally receive adequate protection.  

Other comments 
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