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Dear Madam/Sir

Review of the Financial Advisers Act 2008 and the Financial Service Providers
(Registration and Dispute resolution) Act 2008

Chartered Accountants Australia and New Zealand welcome the opportunity to provide feedback
and lodge a submission to the Government's Review of the Financial Advisers Act 2008 and
the Financial Service Providers (Registration and Dispute resolution) Act 2008.

Chartered Accountants ANZ have long held the belief that the provision of quality financial
advisary services is a critical service that should be affordable and accessible to all New
Zealanders.

CA ANZ is ideally positioned to take an objective view on the current financial services
environment. Members of Chartered Accountants ANZ operate and hold a wide range of roles
within the financial services industry including small practices through to major financial
institutions and financial product manufacturers.

Chartered Accountants Australia and New Zealand is a professional body comprised of over
100,000 diverse, talented and financially astute members who utilise their skills every day to
make a difference for businesses the world over. Specifically in New Zealand members make up
the majority of the accounting profession with approximately 30 000 members. We have 17
branches throughout New Zealand.

Members of Chartered Accountants Australia and New Zealand are known for professional
integrity, principled judgment, financial discipline and a forward-looking approach to business.
We focus on the education and lifelong learning of our members, and engage in advocacy and
thought leadership in areas of public interest that impact the economy and domestic and
international capital markets.

We are represented on the Board of the International Federation of Accountants. Our global
network also includes the 800,000-strong Global Accounting Alliance, and Chartered
Accountants Worldwide, which brings together leading Institutes in Australia, England and
Wales, Ireland, New Zealand, Scotland and South Africa to support and promote over 320,000
Chartered Accountants in more than 180 countries.
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Review of the Financial Advisers Act 2008 and the Financial Service Providers
(Registration and Dispute resolution) Act 2008

One of the challenging aspects of defining a wholesale client is, for example, the objective
thresholds for “eligible investors”. The setting of an arbitrary threshold of assets and income can
often be debated. We believe the certifying the current $2 million in net assets and gross income
of more than $200,000 is appropriate.

It is generally recognised that thresholds alone do not necessarily indicate that an individual has
an appropriate level of understanding and experience in terms of investment decision making. In
many cases there would be value in an overlay of a subjective test as per the “Experience in
investing money” test.

There is practical value in individuals having the opportunity to opt-out of being treated as a
wholesale client, however the question does arise as to an individual's capability to confirm they
have the appropriate level or experience and expertise to opt-out.

Whilst there are potentially gaps in terms of the overall approach to wholesale clients the current
approach appears to be appropriate.

5. Is the distinction in the Act between a personalised financial service and a class
service appropriate and effective? If not, what changes should be considered?

The provision of personalised financial services is not required by all consumers in all situations.
In many cases individuals are in need of high level guidance or a “financial sounding board" as
opposed to halistic financial advice services.

As a consequence there is value in having a distinction between personalised and class service.

Without some form of distinction potentially consumers will actually not have access to a form of
advice.

6. Isitappropriate to have different requirements on advisers depending on the risk
and complexity of the products they advise upon?

Globally this is an issue that continues to be discussed and as yet no jurisdiction has developed a
recognised best practice framework. Globally the issue of financial advice regulation continues to
evolve.

Whilst there is a reasoned basis to have different requirements on advisers depending on the risk
and complexity of products, in terms of simplicity for consumers, it is unlikely that they would have
an appropriate understanding of the differences.

However, when reflecting on the potential risks for consumers, there is a need to have a higher
level of requirement. A consideration may be to overlay the current requirements with a
framework as to what complex products can be provided to a consumer.

7.  Does the current categorisation system accurately reflect the level of complexity and
risk associated with financial products? If not, how could it be improved?

We believe the current categorisation does reflect the level of complexity and risk associated with
financial products. However it is unlikely there is a clear understanding by consumers, as a
consequence the concept of categorisation may need to be revisited for simplicity. From a
consumer perspective they will not understand the services or products they require as such the
categorisation adds further complexity.
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