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confidential information should be clearly marked within the text. If you wish to provide a submission containing
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Role and regulation of financial advice

When providing your comments, we would particularly appreciate information about the relative benefits, costs
(financial or otherwise) and any other impacts of these proposals on businesses, consumers or other stakeholders.
This information will help us more fully understand the effects of the current regulation.

1. Do you agree that financial adviser regulation should seek to achieve the identified
goals? If not, why not?

\We agree with the proposed goals of regulation. We would also add:

To facilitate the development of competitive, efficient and transparent financial markets.

2. What goals do you consider should be more or less important in deciding how to
regulate financial advisers?

Transparency, competition and consumer choice should be the primary goals.

3. Does this definition adequately capture what financial advice is? If not, what changes
should be considered?

\We believe that the current definition is generally sound although we also believe that advice relating—
to the acquisition or disposal of real estate to support the broader financial goals of a client should
be encapsulated.

4. Is the distinction in the Financial Advisers Act (FA Act) between wholesale and retail
clients appropriate and effective? If not, what changes should be considered?

There should be a standard document available for advisers to give wholesale clients so that they
understand that they have less protection than retail clients and that they have the option to “opt out”
of being wholesale clients. Advisers who work only with wholesale clients do NOT have to be
registered or authorised. We would recommend that ALL advisers (wholesale and retail) are held to
the same registration requirements so that clients can conduct appropriate inquiry.
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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?

Over the course of the last 3 years, the distinction between personalised and class advice has been
well-documented and clarified. We do not believe any changes should be considered at this stage

v

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

We believe that the current presumption of investment products being more complex than other =
financial products is flawed. The distinction largely ignores the fact that insurance and debt

structuring is also complex which, in the event of inappropriate advice can lead to significantly
negative consequences for the client. We therefore do not believe it is appropriate to distinguish

based on perceived complexity.

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?

No (see 6 above). Recognition of relative risk of an product is a better concept for drawing a
distinction between product types. E.g for investment advice, there is a greater likelihood of negative
financial consequences for a broader range of clients. However, for insurance the risks are lower
due to the fact that the financial effects are contingent upon a claim.

v

8. Do you think that the term Registered Financial Adviser (RFA) gives consumers an
accurate understanding of what these advisers are permitted to provide advice on and
the requirements that apply to them? If not, should an alternative term be considered?

VS

Most consumers have no understanding of RFA, AFA or QFE and what it means. We believe thisis
partly due to complexity of the registration and the terminology used. The term Registered for

example denotes some academic and (in many cases) competence baseline (e.g. Registered Nurse

or Registered Master Builder). We believe the following two changes to the existing framework

would significantly improve consumer understanding:

1. Replace the terms Authorised, Registered and QFE with Registered only.
2. Introduce competence-based licensing for particular types of advice: e.g Life and Disability ¢
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9. Are the general conduct requirements applying to all financial advisers, including
RFAs, appropriate and adequate? If not, what changes should be considered?

The Code of Conduct for Authorised Financial Advisers is an excellent reference which should be -
introduced for all advisers..

v

10. Do you think that disclosing this information is adequate for consumers? Should
RFAs be required to disclose any additional information?

No. We support a standardisation of disclosure for ALL types of adviser (RFA, AFA and QFE) =

v

11. Are there any particular issues with the regulation of RFA entities that we should
consider?

Not at this stage =

v

12. Are the costs of maintaining an adviser business statement justified by its benefits?
If not, what changes should be considered?

\We believe that an ABS provides a reference framework from which to run their advice practice. 1=
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13. Is the distinction between an investment planning service and financial advice well
understood by advisers and their clients? Are any changes needed to the way that an
investment planning service is regulated?

No, the distinction is not understood. We don’t have an opinion on any changes that can be made to.—
the way that planning services are regulated, except to make it clear to the clients if the adviser is
selling product or giving unaligned advice.

14. To what extent do advisers need to exercise some degree of discretion in relation to
their clients’ investments as part of their normal role?

In our opinion advisers having discretionary authority over a clients’ portfolio is important for a 1=
number of reasons including;

1. Where timing of the action on a portfolio is critical to limit potential losses arising from inaction and

2. Where contacting the client to seek approval for an action is not possible or

3. For portfolio rebalancing purposes in the normal course of porfolio management.

15. Should any changes be considered to reduce the costs on advisers who exercise
some discretion, but are not offering a funds management-type service?

The DIMS framework as implemented has led to a number of very competent investment advisory
practices opting out due to the 'one-size-fits-all' approach to DIMS. We would support the
introduction of a tiered approach to DIMS using a risk-assessment approach. e.g. a relaxing of the
DIMS regulatory requirements for advisers using regulated investment platform providers such as
FNZ and Aegis. We would also support the a requirement for all investment advisers to be required
to use an approved externally and run investment platform for their client portfolios. This would
reduce the possibility of a RAM event occurring.

v

16. Are the current disclosure requirements for Authorised Financial Advisers (AFAs)
adequate and useful for consumers?

The current AFA disclosures for AFAs are useful for consumers. However, disclosure statements
contain a significant amount of information which is relevant to enable the client to make an informed
decision. Much of the most important information is hidden in the detail of a disclosure statement.

For example conflicts of interest and remuneration. Timing of disclosure is also important. The most
valuable information is in the secondary disclosure statement, which is usually not give to the client
until they are implementing advice recommendations, which is almost past the point of no return for
the client.
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17. Should any changes be considered to improve the relevance of these documents to
consumers and to reduce the costs of producing them?

There are four particular changes we think should be considered:

1. For the secondary disclosure a checklist summary of the salient factors which the client needs to
help them understand what the disclosure means should be provided as the first section of the
document. It would also be useful to take the remuneration and conflicts of interest section out of

the secondary disclosure statements and add it to the primary disclosure statements.

2. AFAs and RFA (and those in QFESs) should be required to disclose any distribution alignment
agreements they have that would restrict their ability to provide ‘independent, unbiased advice’ he

18. Do you think that the process for the development and approval of the Code of
Professional Conduct works well?

We believe the process is relatively well structured and the outcomes are sound =

19. Should any changes to the role or composition of the Code Committee be
considered?

If our recommendation to broaden the applicability of the code is adopted, representation of
(currently described) category 2 advisers should be specifically included on the committee

20. Is the Financial Advisers Disciplinary Committee an effective mechanism to
discipline misconduct against AFAs?

It seems to be operating as designed. =

21. Should the jurisdiction of this Committee be expanded?

Expansion to include all types of advice.
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22, Does the limited public transparency around the obligations of Qualifying Financial
Entities (QFEs) undermine public confidence and understanding of this part of the
regulatory regime?

\We believe that the current distinction between the obligations and disclosure requirements of AFAs, —
RFAs and QFEs effectively compromises goal number 1: Consumers have information to find and
choose a financial adviser.

At the very least the disclosure obligations of all advisers should be synchronised and disclosure
widened to require employment incentives (including KPIs around product) disclosure.

v

23. Should any changes be considered to promote transparency of QFE obligations?

'We would support standardisation of disclosure for all advisers including QFEs. Additionally, a =
requirement to recommend a client seeks third party opinion on a QFE recommendation should be
introduced

Importantly, disclosure should be widened to include employment incentives (such as employment
KPls, bonus entitlement and non-remuneration benefits) currently used by QFEs in particular to
encourage the promotion and sale of their products by their staff

24. Are the current disclosure requirements for QFE advisers adequate and useful for
consumers?

No. We believe that disclosure obligations such as those for AFAs should be widened and
standardised for all types of advice to enhance transparency and facilitate informed decision-making
for the client. See above.

25. Should any changes be considered to improve the relevance of these documents to
consumers or to reduce the costs of producing them?

See above. =

26. How well understood are the broker requirements in the FA Act? How could
understanding be improved?

A

The broker definitiion has led to some confusion in the financial advice sector with many risk and
mortgage advisers registering as brokers. Including a definition during the registration process would
assist in clarification.
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27. Are these requirements necessary and/or adequate to protect client assets? If not,

why not?

'We don't have an opinion on this

28. Should consideration be given to introducing disclosure requirements for brokers?

If so, what would need to be disclosed and why?

\We don't have an opinion on this

v

29. What would be the costs and benefits of applying the broker requirements in the FA

Act to insurance intermediaries?

\We don't have an opinion on this

v

30. Are the requirements on custodians effective in reducing the risk of client losses

due to misappropriation or mismanagement?

'We don't have an opinion on this

31. Should any changes to these requirements be considered?

\We don't have an opinion on this
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32. Is the scope of the FA Act exemptions appropriate? What changes should be
considered and why?

A

Financial adviser act exemptions are not consistent with the goal of providing clients with the
information they need to find and choose a financial advisers. We would encourage standardisation
of disclosure for ALL types of advice -including from 'exempted' entities.

We also believe that exemption for accountants ignore the risks of inappropriate advice from
‘professionals’ not qualified to opine on particular financial products

33. Does the FA Act provide the Financial Markets Authority (FMA) with appropriate
enforcement powers? If not, what changes should be considered?

No changes suggested.

34. How accessible and useful is the guidance issued by the FMA? Are there any
improvements you would like to see?

A

Guidance notes from FMA are accessible and provide useful reference from which to understand
regulatory expectations on a particular topic. We would encourage the development of more
guidance notes and examples of expected behaviour.

v

Key FA Act questions for the review

35. What changes should be considered to make the current regulatory regime simpler
and easier for consumers to understand? For example, removing or clarifying the
distinction between AFAs and RFAs.

1. Remove the distinction between RFAs and AFAs

2. Remove the exemption for Accountants

3. Standardise disclosure requirements for all financial advisers (currently AFA, RFA and QFE)
4. Broaden disclosure obligations to include monetary and non-monetary employment incentives
and KPIs.




FAA Review Submissions

36. To what extent do consumers understand that some financial advisers’ primary
roles may be selling financial products, rather than solely acting as an unbiased adviser
to their clients?

A

Consumers are not sufficiently well-informed about the nature of ‘advice’ recommendations from
particular sectors of the market. In particular, the product sales focus for QFEs is not well publicised
and current disclosure obligations are too limited to provide clients with information necessary to
make an informed decision.

v

37. Should there be a clearer distinction between sales, information provision, and
advice? How should such a distinction be drawn? What should or should not be
included in the definition of financial advice?

Under the current regulatory regime the client often confuses a product sale with advice. We believe
that introducing a distinction would help clarify the nature of a recommendation. This distinction

should be reinforced to require a product-only recommendation to advise the consumer to seek
independent advice before implementing the recommendation.

38. Do you think that current AFA disclosure requirements are effective in overcoming
problems associated with commissions and other conflicts of interest?

A

The current variance between the disclosure obligations of different types of adviser mean that
clients cannot meaningfully compare. We do not believe that regulating commissions would assist
consumers in finding and choosing a financial adviser.

Creating a standard, transparent and level playing field for all advisers (AFA, RFA and QFE) would
go a long way towards helping consumers understand the nature of any product advice they are
being given. This may mean expanding on the definition of conflicts of interest and remuneration to
include employment incentives not just the variable remuneration arising from a particular product
sale. v

39. How do you think that AFA information disclosure requirements could be improved
to better assist consumer decision making?

Include a checklist on the first page of the secondary disclosure that highlights the salient 1=
information a client needs to know to make an informed decision. le. The material factors which

could affect the relevance of the advice for the client or influence the adviser to act in a way not
necessarily consistent with the needs of the client. This should be extended for all types of advice
including QFE.
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40. Do you support commission and conflict of interest disclosure requirements being
applied to all financial advisers? If so, what requirements are appropriate for different
adviser types?

To enable meaningful comparisons for consumers we support the standardisation of disclosure
obligations for all advisers to include remuneration and conflicts of interest. This should include
employment related incentives (both tangible and intangible — e.g KPIs designed to encourage the
sale of a product)

41. Do you think that commissions should be restricted or banned in relation to
financial advice, and if so, in what way? What would be the costs and benefits of such
an approach?

\We are of the view that restrictions or banning of commissions will do little to improve the quality of
advice. We believe that the key is to facilitate transparency through comprehensive, standard
disclosure of all material factors which could affect the relevance of advice to a particular client and
supporting guidelines from the regulator

42. Has the right balance been struck between ensuring advisers meet minimum quality
standards and ensuring there is competition from a wide range of providers (and
potential providers)?

No. Our experience since the introduction of regulation suggests that many clients are not seeking
advice (or being given appropriate advice for their needs) for what are often quite complex situations
and products (e.g insurance, kiwisaver and other investments). Large QFEs in particular are offering
products with limited understanding of a clients situation and they exert significant influence in the
purchasing decision through discounting, multi-product and cash incentives. We are seeing for many
the commoditisation of relatively complex products through this approach to financial services

selling.

\We are of the opinion that, for particular products — notably complex insurance products, mortgages ~ |

43. What changes could be made to increase the levels of competition between
advisers?

As noted in our response to question 42. The competitive landscape for advice is significantly =
influenced by the QFE model whereby large institutions are effectively commodifying what are
relatively complex financial products. Often life and disability cover is being sold to clients with no
advice and often replacing what, for the client, is a superior existing product or proposed
recommendation. We strongly believe that the playing field for advice should be levelled through:

1. Enhancing and standardising on disclosure requirements for all types of adviser.

2. Ensuring minimum levels of competence are demonstrated by those ‘selling’ product as expected

of an RFA/AFA. v
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44. Do you think that the Code of Professional Conduct for AFAs strikes the right
balance between requiring them to understand their clients and ensuring that
consumers can get advice on discrete issues?

Yes,

v

45. To what extent do you think that the categorisation of types of advice and advisers
is distorting the types of advice and information that is provided?

We currently have a two tier model whereby product selling is acceptable through QFE but not 1=
through RFA/AFA channels. We are concerned that the influence of the QFE model is leading to a
commoditisation of relatively complex financial products.

46. Are there specific compliance requirements from the FA Act regulation that have
affected the cost and availability of independent financial advice?

Documentation and reporting requirements for AFAs have led many advisers who, previously would =
have provided advice on a number of different products to narrow their practice to category 2 only.

\We also believe that availability of independent financial advice has been significantly affected by

the effective commoditisation of financial products through the QFE model

v

47. How can regulatory requirements be made less onerous without reducing the
quality and availability of financial advice?

/Annual Reporting Requirements for AFAs and AML/CFT compliance obligations have placed 1=
significant additional burden on AFAs, As has the one-size-fits-all approach to DIMS. It would be
helpful to limit the introduction of new legislation with high compliance costs i.e. DIMS licensing.

One of the highest compliance costs is the amount of TIME that has to be invested in preparing and
maintaining compliance documentation - much of which is of no benefit to the clients at all (e.qg. .
Annual Report, AML/CFT programmes). It would also be helpful if the FMA/MBIE could provide

more clarity on what they consider to be minimum standards of documentation.
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48. What impact has the Anti-Money Laundering and Countering Finance of Terrorism
Act had on compliance costs for advisers? How could these costs be minimised?

A

/A one-size fits all approach to the AML/CFT compliance obligations for advisers has created a
significant additional overhead for many small advisory practices. Given that many of these practices
only use regulated institutions for investment management options for their clients, many of the
AML/CFT requirements are defined by those institutions. Different categories of risk should warrant
different approaches. For example, if an adviser only places client funds with KiwiSaver or an
investment management service offered by a regulated institution, they should be able to apply for
exemption from audit and have a reduced annual reporting requirement.

In the first year of introduction, reporting requirements were not defined until very late in the year.  ~|

49. What impact do you expect that KiwiSaver decumulation will have on the market for
financial advice in New Zealand? Are any specific changes to regulation needed to
specifically promote the availability of KiwiSaver advice?

We believe that the demand for financial advice will increase over time as a result of KiwiSaver =
decumulation. However, this is also tied to increasing values in KiwiSaver portfolios. Consideration
should be given to introducing a KiwiSaver qualification for advisers who wish to specialise in this
space.

KiwiSaver advice accreditation may also be appropriate

50. What impact do you expect that the introduction of the Financial Markets Conduct
Act (FMC Act) will have on the market for financial advice in New Zealand? Should any
changes to the regulation of advice be considered in response to these changes?

A

Given the recency of the introduction of this act it is too early to comment.

51. Do you think that international financial advice is likely to increase? Is the FA Act set
up appropriately to facilitate and regulate this?

No opinion on this. 1=
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52. How beneficial are the current arrangements for trans-Tasman mutual recognition of
qualifications? Should further arrangements be considered?

Too early to tell.

v

53. In what ways do you expect new technologies will change the market for financial
advice?

Technology will encourage many consumers to take a DIY approach to their financial needs. It is =
also likely to enhance the commaoditisation of financial services in potentially complex products.

We believe that technology will help to streamline the delivery of financial services and likely lead to
more specialisation and diversification in the sector.

Technology will also provide the vehicle for the design and delivery of new financial products and
facilitate the opening up of markets previously not available to the public. E.g. crowd-funding. Some

of these new products represent opportunities for exploitation for which proper checks, balances and
controls should be in place. ~

54. How can government keep pace with technological developments to ensure that
quality standards for advice are maintained, without inhibiting innovation?

Recent legislative changes to facilitate the benefits brought on by technology suggest the
government is endeavouring to keep pace with the changes. However, overseas markets seem to
be further advanced in many areas than New Zealand. Working closely with overseas agencies and
regulators to accelerate the introduction of technology-driven advances should be a high-priority.

v

55. Are the minimum ethical standards for AFAs appropriate and have they succeeded
in fostering the ethical behaviour of AFAs?

We believe the ethical standards are appropriate for AFAs and we have seen an increased 1=
perception of professionalism.

56. Should the same or similar ethical standards apply to all types of financial advisers?

A

'We believe that the Code of Conduct should be applied across all types of adviser: AFA, RFA and
QFE advice.




FAA Review Submissions

57. What is an appropriate minimum qualification level for AFAs?

Level 5 Certificate in Financial Services

v

58. Do you think that RFAs (for example insurance or mortgage brokers) should be
required to meet a minimum qualification relevant to the area of advice they specialise
in? If so, what would be an appropriate minimum qualification?

Same as for an AFA with different specialisation based on type of advice. However, to ensure that
we don't lose significant industry knowledge and capability from existing advisers, demonstrable
experience should be included as partial alternative to particular qualification (e.g minimum 5 years
relevant experience to offset industry specific knowledge.)

59. How much consideration should be given to aligning adviser qualifications with
those applying in other countries, particularly Australia?

'We would support the adoption of an international standard.

v

60. How effective have professional bodies been at fostering professionalism among
advisers?

We (NZFAA) together with IFA and IBANZ have professional development standards higher than the —_
regulation minimum reflectiing a genuine desire to improve the professional standards and standing
of our members.

61. Do you think that professional bodies should play a formal role in the regulation of
financial advisers and if so, how?

'We do not believe that professional bodies should play a formal role in regulation other than as
being encouraged to support members in their regulatory obligations.
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62. Should any changes be considered to the relative obligations of individual advisers
and the businesses they represent? If so, what changes should be considered?

A

\We believe that the adviser should be held accountable for the advice they are giving to their clients
and, as such, the obligations should rest with the individual adviser

63. Is the QFE system achieving its goals in terms of consumer protection and reducing
compliance costs for large entities? If not, what changes should be considered?

A

/As noted earlier in this submission, the QFE system has led to the commoditisation (from the
consumers perspective) of the financial services sector. It has also led to an increase in product

sales as opposed to advice.
Our view is that the QFE system has compromised consumer protection through the sale of product

without adequate advic

Role of financial service provider registration and dispute resolution

64. Do you agree that the Register should seek to achieve the identified goals? If not,

why not?

Yes. We believe the register should seek to achieve the goals identified

65. What goals do you consider should be more or less important in reviewing the
operation of the Register?

Ensuring that the register information is useful should be paramount.
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66. Do you agree that the dispute resolution regime should seek to achieve the
identified goals? If not, why not?

Yes.

v

67. What goals do you consider should be more or less important in reviewing the
dispute resolution regime?

No particular order of priority

How the FSP Act works

68. Does the FMA need any other tools to encourage compliance with financial service
provider (FSP) registration? If so, what tools would be appropriate?

Linking of FSP numbers where advisers have been deregistered then re-registered

69. What changes, if any, to the minimum registration requirements should be
considered?

Educational standard should be introduced for all advisers and minimum professional indemnity
cover should be a requirement of registration
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70. Does the requirement to belong to a dispute resolution scheme apply to the right
types of financial service providers?

Yes

71. Is the current framework for the approval of dispute resolution schemes
appropriate? What changes, if any, should be considered?

We believe that all DRS schemes should be established as incorporated societies owned. 1=

72. Is the current framework for monitoring dispute resolution schemes adequate?
What changes, if any, should be considered?

Greater transparency and publicly available information on complaints should be a requirement of
DRS to enable greater scrutiny of the organisation from a financial and operational perspective.

v

73. Is the existence of multiple schemes and the incentive to retain and attract members
sufficient to ensure that the schemes remain efficient and membership fees are
controlled?

Given the size of surplus in these schemes and the relative lack of complaints against the financial .
advisory sector, we would encourage the introduction of guidelines on surplus’s and mandatory
requirements to distribute excess surplus’s back to members.
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74. Should the $200,000 jurisdictional limit on the size of claims that dispute resolution
schemes can hear be raised in respect of other types of financial services, and if so,
what would be an appropriate limit?

\We would suggest raising the threshold to $500,000.

75. Should additional requirements to ensure that financial service providers are able to
pay compensation to consumers be considered in New Zealand?

Minimum professional indemnity cover should be a requirement of registration

v

Key FSP Act questions for the review

76. What features or information would make the Register more useful for consumers?

A

Competence-based framework of registration would enable consumers to have a better
understanding as to what types of advice they can seek. Replacing category 1 and 2 with more
descriptive categories would help consumers.

77. Would it be appropriate for the Register to include information on a financial
adviser’s qualifications or their disciplinary record?

Both of these would provide consumers with useful information about the adviser they were dealing
with. However, there should be a time-limit on items contained on the disciplinary record (suggest
three years)
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78. Do you consider misuse of the Register by offshore financial service providers is a
significant risk to New Zealand’s reputation as a well-regulated jurisdiction and/or to
New Zealand businesses?

There should be a requirement for evidence of NZ residence for all FSPR registrants.

v

79. Are there any changes to the scope of the registration requirements or the powers
of regulators that should be considered in response to this issue?

Offshore entities should be required to establish regulatory approval in their home country and 1=
provide evidence thereof before being allowed to register on the NZ FSPR. The register should be
enhanced to identify the FSP as an offshore entity with associated warnings. Any promotion of the
products of offshore entities should be required to contain the same warning.

80. What are the effects of (positive and negative) competition between dispute
resolution schemes on effective dispute resolution?

There is little evidence of any significant competition. Surpluses in some of the providers suggests
that competition, as best, is muted.

81. Are there ways to mitigate the issues identified without losing the benefits of a
multiple scheme structure?

No opinion on this. =
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82. Are the current regulatory settings adequate in raising awareness of available
dispute resolution options? How could awareness be improved?

\We believe the current regulatory settings are adequate

‘ ‘

Demographics

* 83. Please provide your name and/or the name of the group of people, business, or
organisation you are providing this submission on behalf of:

|New Zealand Financial Advisers' Association Incorporated

* 84. Please provide your contact details:
18(d) -

85. Are you providing this submission:

|:| As an individual

IE' On behalf of an organisation

Please describe the nature and size of the organisation:

Professional Association for Financial Advisers representing a cross section of RFAs and AFAs.

86. If submitting on behalf of an organisation:
How many people are in the organisation, or work in the organisation, that you are
providing this submission on behalf of?
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87. 1 would like my submission (or specified parts of my submission) to be kept
confidential, and explain my reasons for this, for consideration by MBIE:

|:| Yes @ No

Explanation:

A
v

Thank you for your time. Please send your submission.
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	text_807360847_0: Most consumers have no understanding of RFA, AFA or QFE and what it means. We believe this is partly due to complexity of the registration and the terminology used. The term Registered for example denotes some academic and (in many cases) competence baseline (e.g. Registered Nurse or Registered Master Builder). We believe the following two changes to the existing framework would significantly improve consumer understanding:

1. Replace the terms Authorised, Registered and QFE with Registered only. 
2. Introduce competence-based licensing for particular  types of advice: e.g Life and Disability Insurance, Mortgages and Investments.  

	text_807360867_0: The Code of Conduct for Authorised Financial Advisers is an excellent reference which should be introduced for all advisers..  
	text_807360899_0: No. We support a standardisation of disclosure for ALL types of adviser (RFA, AFA and QFE)
	text_807360936_0: Not at this stage
	text_807360984_0: We believe that an ABS provides a reference framework from which to run their advice practice.
	text_807361015_0: No, the distinction is not understood.  We don’t have an opinion on any changes that can be made to the way that planning services are regulated, except to make it clear to the clients if the adviser is selling product or giving unaligned advice.
	text_807361052_0: In our opinion advisers having discretionary authority over a clients’ portfolio is important for a number of reasons including;
1. Where timing of the action on a portfolio is critical to limit potential losses arising from inaction and
2. Where contacting the client to seek approval for an action is not possible or
3. For portfolio rebalancing purposes in the normal course of porfolio management. 

	text_807361124_0: The DIMS framework as implemented has led to a number of very competent investment advisory practices opting out due to the 'one-size-fits-all' approach to DIMS. We would support the introduction of a tiered approach to DIMS using a risk-assessment approach. e.g. a relaxing of the DIMS regulatory requirements for advisers using regulated investment platform providers such as FNZ and Aegis.  We would also support the a requirement for all investment advisers to be required to use an approved externally and run investment platform for their client portfolios.  This would reduce the possibility of a RAM event occurring.  
	text_807361172_0: The current AFA disclosures for AFAs are useful for consumers. However, disclosure statements contain a significant amount of information which is relevant to enable the client to make an informed decision. Much of the most important information is hidden in the detail of a disclosure statement. For example conflicts of interest and remuneration.  Timing of disclosure is also important. The most valuable information is in the secondary disclosure statement, which is usually not give to the client until they are implementing advice recommendations, which is almost past the point of no return for the client.  
	text_807361215_0: There are four particular changes we think should be considered:

1. For the secondary disclosure a checklist summary of the salient factors which the client needs to help them understand what the disclosure means should be provided as the first section of the document.  It would also be useful to take the remuneration and conflicts of interest section out of the secondary disclosure statements and add it to the primary disclosure statements.  
2. AFAs and RFA (and those in QFEs) should be required to disclose any distribution alignment agreements they have that would restrict their ability to provide ‘independent, unbiased advice’
3. Disclosure should be widened to include employment incentives (such as employment KPIs, bonus entitlement and non-remuneration benefits) currently used by QFEs in particular to encourage the promotion and sale of their products by their staff.
4. Specific product limitations should be explicitly identified in the disclosure statement. 
	text_807361235_0: We believe the process is relatively well structured and the outcomes are sound
	text_807361295_0: If our recommendation to broaden the applicability of the code is adopted, representation of (currently described) category 2 advisers should be specifically included on the committee
	text_807361372_0: It seems to be operating as designed.  
	text_807361391_0: Expansion to include all types of advice. 
	text_807361520_0: We believe that the current distinction between the obligations and disclosure requirements of AFAs, RFAs and QFEs effectively compromises goal number 1: Consumers have information to find and choose a financial adviser. 
At the very least the disclosure obligations of all advisers should be synchronised and disclosure widened to require employment incentives (including KPIs around product) disclosure. 
	text_807361554_0: We would support standardisation of disclosure for all advisers including QFEs.  Additionally, a requirement to recommend a client seeks third party opinion on a QFE recommendation should be introduced
Importantly, disclosure should be widened to include employment incentives (such as employment KPIs, bonus entitlement and non-remuneration benefits) currently used by QFEs in particular to encourage the promotion and sale of their products by their staff
	text_807361629_0: No. We believe that disclosure obligations such as those for AFAs should be widened and standardised for all types of advice to enhance transparency and facilitate informed decision-making for the client. See above. 
	text_807361646_0: See above.
	text_807361689_0: The broker definitiion has led to some confusion in the financial advice sector with many risk and mortgage advisers registering as brokers. Including a definition during the registration process would assist in clarification.
	text_807361748_0: We don't have an opinion on this
	text_807361768_0: We don't have an opinion on this
	text_807361803_0: We don't have an opinion on this
	text_807361866_0: We don't have an opinion on this
	text_807361897_0: We don't have an opinion on this
	text_807361957_0: Financial adviser act exemptions are not consistent with the goal of providing clients with the information they need to find and choose a financial advisers. We would encourage standardisation of disclosure for ALL types of advice -including from 'exempted' entities. 
We also believe that exemption for accountants ignore the risks of inappropriate advice from ‘professionals’ not qualified to opine on particular financial products
	text_807362134_0: No changes suggested.
	text_807362190_0: Guidance notes from FMA are accessible and provide useful reference from which to understand regulatory expectations on a particular topic. We would encourage the development of more guidance notes and examples of expected behaviour.
	text_807358112_0: 1. Remove the distinction between RFAs and AFAs
2. Remove the exemption for Accountants
3. Standardise disclosure requirements for all financial advisers (currently AFA, RFA and QFE)
4. Broaden disclosure obligations to include monetary and non-monetary employment incentives and KPIs.
	text_807362582_0: Consumers are not sufficiently well-informed about the nature of ‘advice’ recommendations from particular sectors of the market. In particular, the product sales focus for QFEs is not well publicised and current disclosure obligations are too limited to provide clients with information necessary to make an informed decision. 
	text_807362757_0: Under the current regulatory regime the client often confuses a product sale with advice. We believe that introducing a distinction would help clarify the nature of a recommendation. This distinction should be reinforced to require a product-only recommendation to advise the consumer to seek independent advice before implementing the recommendation.
	text_807362795_0: The current variance between the disclosure obligations of different types of adviser mean that clients cannot meaningfully compare. We do not believe that regulating commissions would assist consumers in finding and choosing a financial adviser.  
Creating a standard, transparent and level playing field for all advisers (AFA, RFA and QFE) would go a long way towards helping consumers understand the nature of any product advice they are being given. This may mean expanding on the definition of conflicts of interest and remuneration to include employment incentives not just the variable remuneration arising from a particular product sale.  

	text_807362833_0: Include a checklist on the first page of the secondary disclosure that highlights the salient information a client needs to know to make an informed decision. Ie. The material factors which could affect the relevance of the advice for the client or influence the adviser to act in a way not necessarily consistent with the needs of the client. This should be extended for all types of advice including QFE.
	text_807362891_0: To enable meaningful comparisons for consumers we support the standardisation of disclosure obligations for all advisers to include remuneration and conflicts of interest. This should include employment related incentives (both tangible and intangible – e.g KPIs designed to encourage the sale of a product)
	text_807362985_0: We are of the view that restrictions or banning of commissions will do little to improve the quality of advice. We believe that the key is to facilitate transparency through comprehensive, standard disclosure of all material factors which could affect the relevance of advice to a particular client and supporting guidelines from the regulator
	text_807363093_0: No. Our experience since the introduction of regulation suggests that many clients are not seeking advice (or being given appropriate advice for their needs) for what are often quite complex situations and products (e.g insurance, kiwisaver and other investments). Large QFEs in particular are offering products with limited understanding of a clients situation and they exert significant influence in the purchasing decision through discounting, multi-product and cash incentives. We are seeing for many the commoditisation of relatively complex products through this approach to financial services selling. 
We are of the opinion that, for particular products – notably complex insurance products, mortgages and investment – including KiwiSaver clients should ALWAYS be offered advice through a qualified practitioner. 
	text_807363161_0: As noted in our response to question 42. The competitive landscape for advice is significantly influenced by the QFE model whereby large institutions are effectively commodifying what are relatively complex financial products. Often life and disability cover is being sold to clients with no advice and often replacing what, for the client, is a superior existing product or proposed recommendation. We strongly believe that the playing field for advice should be levelled through: 
1. Enhancing and standardising on disclosure requirements for all types of adviser.
2. Ensuring minimum levels of competence are demonstrated by those ‘selling’ product as expected of an RFA/AFA. 
3. Applying the same standard of care, diligence and skill to all practitioners selling or giving advice on insurance, mortgages and investments.
	text_807363227_0: Yes,
	text_807363283_0: We currently have a two tier model whereby product selling is acceptable through QFE but not through RFA/AFA channels. We are concerned that the influence of the QFE model is leading to a commoditisation of relatively complex financial products.
	text_807363565_0: Documentation and reporting requirements for AFAs have led many advisers who, previously would have provided advice on a number of different products to narrow their practice to category 2 only.  We also believe that availability of independent financial advice has been significantly affected by the effective commoditisation of financial products through the QFE model
	text_807363653_0: Annual Reporting Requirements for AFAs and AML/CFT compliance obligations have placed significant additional burden on AFAs, As has the one-size-fits-all approach to DIMS. It would be helpful to limit the introduction of new legislation with high compliance costs i.e. DIMS licensing.  One of the highest compliance costs is the amount of TIME that has to be invested in preparing and maintaining compliance documentation - much of which is of no benefit to the clients at all (e.g. . Annual Report, AML/CFT programmes).  It would also be helpful if the FMA/MBIE could provide more clarity on what they consider to be minimum standards of documentation. 
	text_807363683_0: A one-size fits all approach to the AML/CFT compliance obligations for advisers has created a significant additional overhead for many small advisory practices. Given that many of these practices only use regulated institutions for investment management options for their clients, many of the AML/CFT requirements are defined by those institutions. Different categories of risk should warrant different  approaches. For example, if an adviser only places client funds with KiwiSaver or an investment management service offered by a regulated institution, they should be able to apply for exemption from audit and have a reduced annual reporting requirement.
In the first year of introduction, reporting requirements were not defined until very late in the year. Most, if not all, Advisers had the systems in place to easily provide the information requested. This created a significant distraction from day-to-day business for most smaller advisory practices. This was also introduced in addition to the annual reporting requirements from FMA. Consolidation of reporting requirements for both purposes should be considered.
	text_807363791_0: We believe that the demand for financial advice will increase over time as a result of KiwiSaver decumulation. However, this is also tied to increasing values in KiwiSaver portfolios. Consideration should be given to introducing a KiwiSaver qualification for advisers who wish to specialise in this space. 
KiwiSaver advice accreditation may also be appropriate

	text_807364007_0: Given the recency of the introduction of this act it is too early to comment. 
	text_807364086_0: No opinion on this.
	text_807364889_0: Too early to tell.
	text_807364970_0: Technology will encourage many consumers to take a DIY approach to their financial needs. It is also likely to enhance the commoditisation of financial services in potentially complex products. 
We believe that technology will help to streamline the delivery of financial services and likely lead to more specialisation and diversification in the sector. 
Technology will also provide the vehicle for the design and delivery of new financial products and facilitate the opening up of markets previously not available to the public. E.g. crowd-funding. Some of these new products represent opportunities for exploitation for which proper checks, balances and controls should be in place. 

	text_807365001_0: Recent legislative changes to facilitate the benefits brought on by technology suggest the government is endeavouring to keep pace with the changes. However, overseas markets seem to be further advanced in many areas than New Zealand. Working closely with overseas agencies and regulators to accelerate the introduction of technology-driven advances should be a high-priority.
	text_807365906_0: We believe the ethical standards are appropriate for AFAs and we have seen an increased perception of professionalism.  
	text_807365937_0: We believe that the Code of Conduct should be applied across all types of adviser: AFA, RFA and QFE advice.
	text_807366030_0: Level 5 Certificate in Financial Services
	text_807366099_0: Same as for an AFA with different specialisation based on type of advice. However, to ensure that we don't lose significant industry knowledge and capability from existing advisers, demonstrable experience should be included as partial alternative to particular qualification (e.g minimum 5 years relevant experience to offset industry specific knowledge.)
	text_807366127_0: We would support the adoption of an international standard.
	text_807366175_0: We (NZFAA) together with IFA and IBANZ have professional development standards higher than the regulation minimum reflectiing a genuine desire to improve the professional standards and standing of our members. 
	text_807366225_0: We do not believe that professional bodies should play a formal role in regulation other than as being encouraged to support members in their regulatory obligations.
	text_807366289_0: We believe that the adviser should be held accountable for the advice they are giving to their clients and, as such, the obligations should rest with the individual adviser
	text_807366386_0: As noted earlier in this submission, the QFE system has led to the commoditisation (from the consumers perspective) of the financial services sector. It has also led to an increase in product sales as opposed to advice. 
Our view is that the QFE system has compromised consumer protection through the sale of product without adequate advic

	text_807358113_0: Yes. We believe the register should seek to achieve the goals identified
	text_807368112_0: Ensuring that the register information is useful should be paramount.
	text_807368167_0: Yes.
	text_807368227_0: No particular order of priority
	text_807358114_0: Linking of FSP numbers where advisers have been deregistered then re-registered
	text_807369191_0: Educational standard should be introduced for all advisers and minimum professional indemnity cover should be a requirement of registration
	text_807369265_0: Yes
	text_807369320_0: We believe that all DRS schemes should be established as incorporated societies owned.
	text_807369842_0: Greater transparency and publicly available information on complaints should be a requirement of DRS to enable greater scrutiny of the organisation from a financial and operational perspective.
	text_807369902_0: Given the size of surplus in these schemes and the relative lack of complaints against the financial advisory sector, we would encourage the introduction of guidelines on surplus’s and mandatory requirements to distribute excess surplus’s back to members.
	text_807369942_0: We would suggest raising the threshold to $500,000. 
	text_807369995_0: Minimum professional indemnity cover should be a requirement of registration
	text_807358115_0: Competence-based framework of registration would enable consumers to have a better understanding as to what types of advice they can seek. Replacing category 1 and 2 with more descriptive categories would help consumers.
	text_807370316_0: Both of these would provide consumers with useful information about the adviser they were dealing with. However, there should be a time-limit on items contained on the disciplinary record (suggest three years)
	text_807371853_0: There should be a requirement for evidence of NZ residence for all FSPR registrants.
	text_807371872_0: Offshore entities should be required to establish regulatory approval in their home country and provide evidence thereof before being allowed to register on the NZ FSPR. The register should be enhanced to identify the FSP as an offshore entity with associated warnings. Any promotion of the products of offshore entities should be required to contain the same warning. 
	text_807371954_0: There is little evidence of any significant competition. Surpluses in some of the providers suggests that competition, as best, is muted.
	text_807371991_0: No opinion on this.
	text_807372027_0: We believe the current regulatory settings are adequate
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