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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?

A

Agreed, but the model provided in para 64 is highly inadequate. The role of financial advice is to
provide the best chance for the client of achieving good outcomes in terms of the needs of the client.
The model only provides high level goals that ignore this aim.

As there is nowhere else to provide overview comment on this review | shall do so here. This review
is badly needed as the FAA, FMCA, Regulations and Guidance Notes have been developed in a
patchwork fashion with many overlaps and inconsistencies.

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

See answer in 1 above.

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

A

The definition in S10 of the FAA used a very broad term 'financial advice' when what is really
referred to is 'financial product advice'. The term ‘financial advice' needs to be limited to broad use.
There are some types of financial advice that do not directly involve a product. For example,
retirement planning may identify strategies for budgeting, saving and investment and for
decumulation.

The FAA, in defining advice are being solely related to products, risks encouraging a focus on sales
rather than on advice. Somehow the FAA needs to be re-oriented away from just a product focus M

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?

| think the distinction is satisfactory in principle although confused in practice. There are differences
and tensions between the provisions of the FMCA and the FAA.

The threshold is too low. Many ‘ordinary folk' in Auckland can sell their house and have $1m to
invest (over and above buying another house out of Auckland) but they may lack any investment
experience or basic financial capability.

The concept of 'wholesale' needs review to determine just what outcomes are we trying to achieve ~
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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?

| think there needs to be a distinction between personalised advice and information. The term 'class =
advice' tends to give the impression that advice is being provided whereas it is really financial
information. It would be appropriate to use the term 'financial information' in its place.

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

Yes, further comment is provided on this elsewhere, beginning with Q7. =

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?

| think the main problem lies in the inclusion of home and commercial loan products and also
personal insurance products as 'simple’ (ie: tier 2). That fact that this is so reflects the product focus
of the FAA rather than the advice-focus it should have. The application of loan and personal
insurance products can be quite complex. Also, the long term financial ramifications for the poor
application of these products can have adverse financial outcomes for individuals and households
over the long term that far outweigh the value of retirement savings that the same people might ever
achieve.

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

What the consumer sees is quite confusing. There is a veritable 'alphabet soup' of 3 letter 1=
abbreviations that the consumer is presented with. Consumers would be better served by some
appropriate labels. For example: insurance adviser, lending adviser, investment adviser, financial
planner. These could be given legal meaning. In the background there could be differing

requirements for what is needed to use these terms, just as there indirectly is at the moment.

The term ‘financial adviser' is used in the media and elsewhere as an omnibus term. This does not
help consumers distinguish between the types of advice available and which to consult in terms of -~
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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?

| think the general conduct requirements provided for in the FAA are appropriate. It is probably fair to —
say that many RFA's do not appreciate that these sections of the Act apply because they think that
conduct requirements are only specified in the Code of Professional Conduct - which does not apply
to them.

The Code should apply to all financial advisers, although some amendments to the Code are
needed to ensure the same practice standards apply. Either that or all non-QFE advisers should be
required to belong to a professional body, provided the professional body prescribes good quality — ~|

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

RFA's should be required to conform to the same disclosure requirements as AFA's. As insurance
and lending advisers tend to be remunerated by commission it is important their remuneration be
disclosed, along with any conflicts of interest.

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

comments on this are provided in other answers.

v

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

The only benefit of maintaining an ABS accrues ONLY to the FMA. | fail to see any benefit for an 1=
adviser in the time and effort (and consequent cost) needed to maintain an ABS. | would like to hear
from the FMA the benefits they derive from the ABS - most advisers would like to know!
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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?

| do not feel that any change is heeded to the way an investment planning service is regulated.
However it would be good if a 'financial planning' service/adviser was recognised in law. Such a
practitioner would be capable of preparing a full financial plan comprising advice on cash
management, risk management, estate and asset planning, retirement planning and investment
advice. The holder of the 'Certified Financial Planner' designation (CFP) as awarded under licence
by the Institute of Financial Advisers would qualify as meeting the requirements.

I do not think that clients distinguish between the two. In their mind they present to the adviser with a ~

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?

A

There is not necessarily an absolute need for advisers to exercise discretion in relation to their
clients' investments. It is more a choice of business model. Some clients like an adviser to attend to
all decisions and to attend to all the execution and administration involved in their investment
holdings. Some clients prefer for this not to happen and/or wish to be involved in the decision
making about their investments.

Regulation needs to acknowledge that there are a wide range of investor preferences in terms of
what advice or service they want and the solutions they might prefer. Regulation should allow fora ~

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?

This question is inappropriately couched as it is framed in terms of 'not offering a funds
management-type service'. A wider inquiry into the approach to DIMS is badly needed. The DIMS
regime that has been imposed is an unnecessarily costly mess. The consumer protection aims of
minimising the opportunity to fraudulent adviser conduct and for minimising the likelihood of advisers
transacting outside of the client-agreed mandate (ie: the chance of the adviser losing all the client
money) could be achieved far more simply and with less cost.

The requirement for DIMS to be administered through an independently-owned, \

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

VS

Taken overall the information required to be disclosed is adequate and useful. However the format
for this disclosure is cumbersome and not consumer friendly. At times | feel the format requirements
goes against the requirements of Code Standard 6 which requires conciseness clarity and
effectiveness.

Prospective clients do not understand the need for two disclosure statements (Primary and
Secondary Disclosure Statements), and actually ask often why there are two. In actual practice |
always furnish the two statements together at the earliest opportunity as they are both needed to ¢
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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?

see comment in Q16.

v

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

Yes. | have attended several of the consultative meetings on the Code and have made many =
submissions on the Code. | think the Code Committee do listen and try to come up with practical
solutions that try to produce good outcomes for the adviser and consumer.

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

A

It is inconsistent that the Code Cttee comes under FMA while the FAA regulations come under the
MBIE. The Code is in effect a Regulation. As noted in comments to Q16 above there is the potential
for conflict between The Code and other regulations under the current arrangement.

It is essential there is practitioner experience on the Code Committee. | see too much evidence in
the work of the FMA and MBIE that there are gaps in their knowledge of the industry/profession.

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

This is hard to answer as there have been only been to my knowledge about 5 cases where findings —
have been bought by the Committee.

| think there is a need for such a Committee. It is appropriate for it to be appointed by the Minister
and not convened by MBIE or FMA.

I am unsure whether it lies within its current powers but the disciplinary committee should feel free to
consider issues about regulatory issues and their application relevant to the case before it. The \

21. Should the jurisdiction of this Committee be expanded?

If the definition of adviser is expanded then the jurisdiction of the Committee should be expanded
accordingly.
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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?

A

I think knowledge among the public about QFE's is that limited it is hard for anyone to comment
about whether confidence is undermined.

Among the adviser community there is certainly suspicion that QFE's are let off more lightly in terms
of regulatory control than smaller adviser entities. The prolonged and for too long unaddressed
mis-selling of KiwiSaver just re-inforced this view.

v

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

All | can say is that QFE's and their advisers should have to operate in the same way as all other =
advisers delivering the the same sorts of advice. There have been too many cases involving
switching of KiwiSaver by Banks without the same need for advice as applies to an AFA.

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

It is difficult to comment. However | have seen some significant issues caused among customers
with bank term deposits recently who have received a surprise when told they are unable to break a
term deposit. | received calls from Age Concern asking if the banks were allowed to do this.

There is more complexity with term deposits than most bank depositors realise yet in almost all

cases a term deposit can be made without the terms and conditions of that deposit being supplied to
the customer. | wonder how many investors in Bank deposits are aware of the Open Bank

Resolution provisions and what might happen to their deposit?! Failure to disclose such risks could - |

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

26. How well understood are the broker requirements in the FA Act? How could
understanding be improved?
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27. Are these requirements necessary and/or adequate to protect client assets? If not,

why not?

28. Should consideration be given to introducing disclosure requirements for brokers?
If so, what would need to be disclosed and why?

29. What would be the costs and benefits of applying the broker requirements in the FA
Act to insurance intermediaries?

30. Are the requirements on custodians effective in reducing the risk of client losses
due to misappropriation or mismanagement?

| do not know the details of recent licensing of custodians. However | am unaware there have ever
been any fraudulent acts by a custodian in the past. It therefore begs the question as to whether any
regulation was necessary. A requirement for independent ownership and independent audit for a
custodian would likely achieve what is necessary.

31. Should any changes to these requirements be considered?
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32. Is the scope of the FA Act exemptions appropriate? What changes should be
considered and why?

At the outset the 'carve out' provided for accountants and lawyers for 'incidental advice' caused a lot =
of anger among financial advisers. Over the succeeding years the Law Society and NZICA have

both issued cautions to their members not to give financial advice. | have had these cautions

repeated back to me from some lawyers and accountants. It would seem that most now refrain from
ad hoc advice. However there is anecdotal evidence to suggest this still happens. | am unsure what
remedies the FMA is able to bring in these instances but | would suggest a review of this area to
ensure suitable action can be taken without the time and expense of Court action.

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

| think so.

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

It is accessible and often useful. There have been occasions where the Guidance has been
overtaken by Regulation but not subsequently revised or withdrawn. An example is the DIMS
Guidance Note issued in October 2013, then updated in June 2014. There were DIMS Regulations
promulgated in November 2014 which in places conflict with the Guidance Note. To the best of my
knowledge the Guidance Note is still 'operational' and needs review.

As note elsewhere in this submission FMA has issued Guidance Notes that have applied an
interpretation of the Act or Regulation which is contentious. | think advisers would be better off \

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.

see comment in Q8.
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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?

I am unsure if consumers understand that not all advisers are free to make recommendations from a —
‘whole of market' perspective. Those that are customers of QFE 'advisers' probably do not

understand the implications of the limitations of the product advice they might receive. Most
consumers do not recognise that there are distinctions in quality and performance between financial
products and that what might be recommended to them might not be the best there is. | feel that the
disclosure statements for advisers that are unable to recommend from a 'whole of market'

perspective should warn that the products of the QFE (or 'non-independent' adviser) may not be the
best there is. 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?

| think that there is adequate distinction provided for by the FAA with the term class advice (should
be ‘financial information’) and personalised advice. When presented to a client it should be clear

about just what is being given to them, and why. Otherwise there would be a breach of consumer
legislation. Perceived issues in this area may be more related to adviser understanding and

application of the Act than anything else.

Let's be clear: all advisers are in business and business involves sales and selling. It is difficult
therefore to completely separate sales from advice. In this sense the broad approach of the FAAto ~

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

| think that clients welcome appropriate disclosure and the transparency and honesty that it
demonstrates.

Disclosure can only go so far however and | feel that insurance commissions should be regulated to
provide for only level commission. This means that 'up-front commissions' would be the same as
on-going commissions. This structure does not encourage churn and it does encourage on-going
service to the client. It also provides the adviser with a more valuable business in that it furnishes
on-going income streams. \

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

see Q40. 1=
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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?

| feel the provisions for AFA's in this area should apply to all financial advisers as the same issues
apply to all types of advice.

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?

see also Q38. =

\With respect to investment products commissions are rapidly disappearing from unlisted investment
products. This applies to entry fees and trail commission. In this area the issue is becoming less of
an issue.

If share/bond brokerage is defined as commission then this area would be an exception. My
comments with respect to this situation are the same as for KiwiSaver that follow. v

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)?

There is no evidence to suggest there is any lack of competition between advisers. A very important =
key issue that is emerging as a result of the overall impact of regulation is the migration of advisers
into larger institutions and network groups.

Small adviser businesses that continue to exist have needed to try to spread the now considerable
overhead base by sharing back-office resources. This means they also tend to develop common
solutions and services among members of that group/network.

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

I do not think there is a need to increase competition between advisers. There is competition there at_—_
the moment. We do not want to see it reduced by the effect of fewer advisers, operating in fewer
businesses. In other words we should be more concerned about the continued diminution of
competition rather than about increasing it.

'We should also be concerned about the nature of the advice profession and whether it appeals as a
career. If the public perception of advisers improves then the demand for advice will improve and
more will be encouraged to enter the profession. | think regulators should allow market forces to 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. | feel the problem in this area probably lies in the understanding by advisers of the provisions of —
the FAA/Code in this area. Many advisers are of the view that advice on discreet issue cannot be
given without preparing a full statement of advice (Plan). The issue is more one of gaining a

sufficient understanding of the situation of the client so that advice on the discreet issue can be
provided in the right context.

Unfortunately the Guidance Note on limited advice left more questions for many advisers than it
answered. The GN should be reviewed. 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?

| have provided comment related to this question in earlier answers. Clearer nomenclature is =
needed.

Consumers need to understand that unless they engage fully with an adviser, and are prepared to
pay a reasonable fee, they are only ever going to get information (class advice) not personalised
advice.

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

see also comment in Q42 above.

It is not just the FAA that has imposed requirements and costs. The FAA and Code provide for a
regulatory environment that most advisers can cope with. It is the seemingly endless addition of

further requirements through FSPR, AML/CFT, FATCA, DIMS, dispute resolution, CPD etc that

have piled up costs. It would be no exaggeration to say that there are now $15,-$20,000 in direct
costs per adviser per annum that did not exist before FAA.

v

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

| have commented on this in a few questions above. =
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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

Some comment on costs has been provided above.

Generally the advice area is a low risk area for AML/CFT. In 17 years of practice and in the many
advisers | talk to | have never been made aware of of any client-related AML/CFT issues. The
advice area has had systems and costs imposed upon it that suggest it is a high risk area, but which
are disproportionate to the actual risk.

At times the same client can be checked at three differing points: the adviser, the wrap provider and ~ |

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?

One would expect that more KiwiSaver investors will want some advice. This might depend on the .
degree of their sophistication however and a wide ranging set of individual circumstances. This is

quite hard to predict. | can see no particular changes to regulation, other than those already noted
above, that are specifically needed as a result of KiwiSaver decumulation.

One would hope that for many KiwiSaver will not be the only retirement savings initiative and that
the need for advice exists already.

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

We know already that many advisers, especially those outside large institutions, have moved from
providing DIMS. Given the value that many clients place on this type of service one can only think
that this outcome is contrary to the general intent of the FAA.

In my view the greater part of the issues that DIMS regulation sets out to address could be solved
far more simply. The DIMS regime should be reviewed with a focus on matching regulation to the
risks that need to be managed.

v

51. Do you think that international financial advice is likely to increase? Is the FA Act set
up appropriately to facilitate and regulate this?
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52. How beneficial are the current arrangements for trans-Tasman mutual recognition of
qualifications? Should further arrangements be considered?

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

advice?

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

v

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

Yes, they are appropriate. It is very good that the the Code is principles based. There are a few 1=
areas where fine tuning would be beneficial but it is a document advisers can work with in my view.

| am unable to confirm whether ethical behaviour has increased among AFA's. | note that those
advisers who were members of a professional body before the FAA had these same requirements.
Anecdotal evidence from FMA auditors has noted that better standards prevailed among these
advisers than among those who were not members of professional bodies.

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

A

Yes, absolutely.




FAA Review Submissions

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

The current L5 minimum is far too low. Other than knowledge an academic qualification provides
improved cognitive skills. A key role of an adviser is to gather information, analyse it, synthesise it
and develop strategies and recommendations that meet client needs. (The Institute of Financial
Advisers has a world-standard competency model for financial advisers that identifies these
requirements in some detail. | have been a member of the IFA Professional Development
Committee since its inception and was involved in the development of the competency model and its
use within training and development processes within the IFA).

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?

Personal insurance and lending advisers should have a level 6 academic level qualification, at least. —_
Insurance advisers who are involved in business insurance should have a degree requirement,
however as this is a far more technical area.

See also comments in Q57 above.

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

/Any consideration of this nature has to ask whether other countries have 'got it right'. | am far from
convinced this is the case. We need to set standards that are right for NZ in the first instance.

| note that there will always be differences in tax law, property ownership law, estate planning law
across jurisdictions that will need to be addressed in cross recognition.

v

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

I am an IFA member and have been involved at a senior committee level for 15 years. | feel the IFA
has been effective in fostering professionalism. | have received comments from FMA auditors about
the positive difference in standards between members and those of non-members.

| have also been a member of SIFA for 14 years and am currently on its board. SIFA has also
worked to foster professionalism.

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

Under the present voluntary regime there can be no fully effective role they could play. If
membership was compulsory then they could be effective.

They have a role in developing codes of ethics, practice standards, identifying and arranging for
appropriate career and CPD initiatives. They can also provide avenues for disciplinary processes.

It is difficult to provide high level technical CPD opportunities. There are a limited number of experts
in NZ and they often work within competing organisations. It is expensive to bring people to NZ and - |
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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

No regulatory regime should remove the need for an individual to carry responsibility and
accountability for their own professional conduct. QFE advisers should not be excepted from this
requirement. Personal licencing carries the implication that poor conduct can result in the loss of the
licence. This has to be a powerful incentive.

If advisers carry this responsibility and accountability, and where the adviser is an employee (and
not an owner of the advice firm) there can be some counter to the employer imposing unethical,
poor or non-client-focussed practices. The employee may need to be empowered in employment M

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?

| am unable to comment on this - | am unaware of any information available about this subject to
allow a view to be formed.

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?

A

The Register has more importance to the Government and to the regulator than it does to the
adviser. To the adviser it represents time and cost for little or no benefit.

The Register, in terms a search vehicle for identifying advisers, is virtually unknown to the public and
of limited use given the limited information and search capabilities contained within it. | do confess to
having used the Register on the odd occasion to identify an adviser and obtain contact details. |
have also used it to confirm that a very small number of individuals have not become registered.

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

Reduce registration costs to advisers. Make the software work properly.
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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?

The identified goals look satisfactory.

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?

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

Reduce the cost of registration given the very one-sided benefit to the Government they should bear —
full costs 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?

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

v

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

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?

yes.
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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?

No, the limit should not be raised. There is no evidence to suggest it is inadequate.

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

there are sufficient avenues through the Courts system already.

\We have a very asymmetric system in which there is no cost for the consumer to lay a complaint but
the potential for significant cost to the provider. There are also complaints avenues through the FMA
and through professional bodies. As noted there are avenues through the Court also. There is
sufficient incentive under the present arrangements for an adviser/QFE to conduct themselves well.

'We wish to avoid the situation that has developed overseas (esp in the UK) where litigation firms ~

Key FSP Act questions for the review

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

A

see Q64

77. Would it be appropriate for the Register to include information on a financial
adviser’s qualifications or their disciplinary record?
see Q64
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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?

Yes.

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?

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

81. Are there ways to mitigate the issues identified without losing the benefits of a
multiple scheme structure?
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82. Are the current regulatory settings adequate in raising awareness of available
dispute resolution options? How could awareness be improved?

Yes. There are requirements for Disclosure Statements, offer documents and for some adviser
websites to advertise the avenues for complaint. Advisers are also compelled to tell the client of
these avenues in the instance they make a complaint. | think this is enough.

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:

|Ross Sheerin

* 84. Please provide your contact details:

mob 9(2)(a) =
email: 18(d)

85. Are you providing this submission:

IE' As an individual

|:| On behalf of an organisation

Please describe the nature and size of the organisation:

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_807358109_0: Agreed, but the model provided in para 64 is highly inadequate. The role of financial advice is to provide the best chance for the client of achieving good outcomes in terms of the needs of the client. The model only provides high level goals that ignore this aim.

As there is nowhere else to provide overview comment on this review I shall do so here. This review is badly needed as the FAA, FMCA, Regulations and Guidance Notes have been developed in a patchwork fashion with many overlaps and inconsistencies. 

At times the Acts and Regs display a poor understanding of what an adviser does and some of the technical aspects of investment. I would strongly encourage MBIE to use this Review to refine and resolve these issues.

The patchwork of development has also lead to a severe increase in time and cost of compliance which has impacted all advice businesses but more so smaller ones. I would hope that this Review would also step back and seek to pare back costs through both reduction of charges and in the bureaucratic overhead that has build up bit by bit.

Thank you for the opportunity to comment. I hope that MBIE continues to consult closely with advisers. They are the ones that sit in front of the client.

In a general fashion the licencing of advisers was and is needed. The absence of 'competence' barriers to entry to financial advice prior to FAA was not desirable. It is good that this Review addresses the possible extension of licencing of all advisers. This is something I would support, with the appropriate thresholds applied.
	text_807358110_0: See answer in 1 above.
	text_807358107_0: The definition in S10 of the FAA used a very broad term 'financial advice' when what is really referred to is 'financial product advice'. The term 'financial advice' needs to be limited to broad use. There are some types of financial advice that do not directly involve a product. For example, retirement planning may identify strategies for budgeting, saving and investment and for decumulation.

The FAA, in defining advice are being solely related to products, risks encouraging a focus on sales rather than on advice. Somehow the FAA needs to be re-oriented away from just a product focus toward inclusion the quality and suitability of strategies (courses of action) that an adviser might recommend.

In general the impact of many recent regulatory changes has tended to aggregate advisers into larger organisations where they tend to be more sales people with narrow skill sets and abilities rather than being advisers. This is what has happened in Australia and we are at risk of experiencing the same outcomes. In my view the QFE model, and any model where accountability for client outcomes and compliance does not also lie with the individual adviser, risks becoming a sales rather than client oriented culture.
	text_807360007_0: I think the distinction is satisfactory in principle although confused in practice. There are differences and tensions between the provisions of the FMCA and the FAA. 

The threshold is too low. Many 'ordinary folk' in Auckland can sell their house and have $1m to invest (over and above buying another house out of Auckland) but they may lack any investment experience or basic financial capability.

The concept of 'wholesale' needs review to determine just what outcomes are we trying to achieve here and is there another way of defining things to achieve those outcomes?
	text_807360032_0: I think there needs to be a distinction between personalised advice and information. The term 'class advice' tends to give the impression that advice is being provided whereas it is really financial information. It would be appropriate to use the term 'financial information' in its place.
	text_807360108_0: Yes, further comment is provided on this elsewhere, beginning with Q7.
	text_807360143_0: I think the main problem lies in the inclusion of home and commercial loan products and also personal insurance products as 'simple' (ie: tier 2). That fact that this is so reflects the product focus of the FAA rather than the advice-focus it should have. The application of loan and personal insurance products can be quite complex. Also, the long term financial ramifications for the poor application of these products can have adverse financial outcomes for individuals and households over the long term that far outweigh the value of retirement savings that the same people might ever achieve. 

There are complexities in time value of money calculations and trade offs between costs and benefits along with issues of ownership of insurance products (estate planning issues) that all should come into play. In my view (17 years experience as an adviser which as also included insurance advice) it is often more difficult to develop a good insurance plan than it is to invest a lump sum of money.

I feel that personal insurance and loan products should be viewed as Tier 1 products. This would then also bring about very necessary re-alignment in educational qualifications and professional practice standards for advisers in these areas. Further comment in this regard is provided below.
	text_807360847_0: What the consumer sees is quite confusing. There is a veritable 'alphabet soup' of 3 letter abbreviations that the consumer is presented with. Consumers would be better served by some appropriate labels. For example: insurance adviser, lending adviser, investment adviser, financial planner. These could be given legal meaning. In the background there could be differing requirements for what is needed to use these terms, just as there indirectly is at the moment.

The term 'financial adviser' is used in the media and elsewhere as an omnibus term. This does not help consumers distinguish between the types of advice available and which to consult in terms of their needs. I liken it to the way engineers distinguish themselves by using the terms Electrical, Mechanical and Civil to describe the technical areas they work in.

The terms AFA and RFA and QFE are completely meaningless to the public. I have given several seminars to the public on 'choosing a financial adviser'. My comments come from experience from the feedback from these audiences.

There is a further downside to omnibus terminology. When issues arise with a certain type of adviser in the media the term financial adviser is used whereas it often involves one type of adviser. The outcome is that all types of financial adviser a dragged into disrepute.

I would also offer the observation here that the FAA has not been in force for very long. There has been little time for what little work that has been done to educate people about the distinctions created by the Acts to be absorbed by the public. To a large degree I think this is behind some, but not all, the adverse responses received in surveys and focus groups. 
	text_807360867_0: I think the general conduct requirements provided for in the FAA are appropriate. It is probably fair to say that many RFA's do not appreciate that these sections of the Act apply because they think that conduct requirements are only specified in the Code of Professional Conduct - which does not apply to them.

The Code should apply to all financial advisers, although some amendments to the Code are needed to ensure the same practice standards apply. Either that or all non-QFE advisers should be required to belong to a professional body, provided the professional body prescribes good quality practice standards (eg: Institute of Financial Advisers). QFE's should be required to establish these also if this is not already required.
	text_807360899_0: RFA's should be required to conform to the same disclosure requirements as AFA's. As insurance and lending advisers tend to be remunerated by commission it is important their remuneration be disclosed, along with any conflicts of interest.
	text_807360936_0: comments on this are provided in other answers.
	text_807360984_0: The only benefit of maintaining an ABS accrues ONLY to the FMA. I fail to see any benefit for an adviser in the time and effort (and consequent cost) needed to maintain an ABS. I would like to hear from the FMA the benefits they derive from the ABS - most advisers would like to know!
	text_807361015_0: I do not feel that any change is needed to the way an investment planning service is regulated. However it would be good if a 'financial planning' service/adviser was recognised in law. Such a practitioner would be capable of preparing a full financial plan comprising advice on cash management, risk management, estate and asset planning, retirement planning and investment advice.  The holder of the 'Certified Financial Planner' designation (CFP) as awarded under licence by the Institute of Financial Advisers would qualify as meeting the requirements.

I do not think that clients distinguish between the two. In their mind they present to the adviser with a problem they would like advice about solving. They do not understand that financial advice is really about product buy/sell/hold whereas investment planning has a much broader context.

Real property is currently excluded from the FAA. There are some companies that promote investment into real property (usually residential, and often involving strategies of significant borrowing up to asset ratio limits) that should be deemed to be offering investment planning services and hence covered by FAA.
	text_807361052_0: There is not necessarily an absolute need for advisers to exercise discretion in relation to their clients' investments. It is more a choice of business model. Some clients like an adviser to attend to all decisions and to attend to all the execution and administration involved in their investment holdings. Some clients prefer for this not to happen and/or wish to be involved in the decision making about their investments. 

Regulation needs to acknowledge that there are a wide range of investor preferences in terms of what advice or service they want and the solutions they might prefer. Regulation should allow for a range of adviser business models to meet these needs without unduly skewing availability through
compliance or cost (direct or indirect), or through defining the solution set.
	text_807361124_0: This question is inappropriately couched as it is framed in terms of 'not offering a funds management-type service'. A wider inquiry into the approach to DIMS is badly needed. The DIMS regime that has been imposed is an unnecessarily costly mess. The consumer protection aims of minimising the opportunity to fraudulent adviser conduct and for minimising the likelihood of advisers transacting outside of the client-agreed mandate (ie: the chance of the adviser losing all the client money) could be achieved far more simply and with less cost. 

The requirement for DIMS to be administered through an independently-owned, independently-audited third party custodial service with the requirement for that service to report to the client independently of the adviser would have achieved virtually all the client protection that is needed.

The current Code requirement for the adviser to operate only within areas in which they are competent addresses any concerns about the adviser offering a funds management-type service. The fact that the DIMS issue has been 'captured' by issues of appearing to be a 'funds management-type service' reinforces the notion that the FAA is product rather than advice focused. 

Many DIMS clients value the simplicity of administration and execution that the discretionary environment offers about as much as the value other aspects of the advice and non-DIMS services they receive. The fact that many advisers have moved away from DIMS brings about a diminution of service to their clients which seems counter to the aims of the FAA.
	text_807361172_0: Taken overall the information required to be disclosed is adequate and useful. However the format for this disclosure is cumbersome and not consumer friendly. At times I feel the format requirements goes against the requirements of Code Standard 6 which requires conciseness clarity and effectiveness.

Prospective clients do not understand the need for two disclosure statements (Primary and Secondary Disclosure Statements), and actually ask often why there are two. In actual practice I always furnish the two statements together at the earliest opportunity as they are both needed to disclose something near a complete set of initial  information about myself and my employer and how we do business. 

I appreciate that the idea of a prescribed format for the Primary Disclosure Statement might allow for easier comparison between possible advisers. However, in practice prospective clients do their initial screening (due diligence) of possible advisers by other means and the Disclosure Statements come one or two steps later in their process.

I feel the information in the two discreet initial Disclosure Statements could be merged into one document with provision for some prescription about content at about the level prescribed now.

The issue of subsequent secondary disclosure is very messy and cumbersome. Paragraph 90 of the  Issues Paper where it states ' there is no set format for secondary disclosures' is wrong. Section 6 of the Financial Advisers (Disclosure) Regulations 2010, along with Schedule 2 do include some very prescriptive requirements for subsequent secondary disclosure. They are prescriptive to the point where they become difficult to include in an advice narrative without making it disjointed, long and confusing to the client (and clash with Code Standards 6 and 7 in my view).

There is undoubtedly a need for ongoing disclosure after the initial disclosures early in the client sign-on stage. These requirements could be made more principles-based along the lines that the adviser, each time they provide advice, must also disclose costs, fees, remuneration, conflicts of interest as may be applicable. These matters are virtually all provided for in the Code presently and are better expressed there than where they are now. They are more visible in the Code. The Code, as expressed above, should apply to all financial advisers.
	text_807361215_0: see comment in Q16.
	text_807361235_0: Yes. I have attended several of the consultative meetings on the Code and have made many submissions on the Code. I think the Code Committee do listen and try to come up with practical solutions that try to produce good outcomes for the adviser and consumer.
	text_807361295_0: It is inconsistent that the Code Cttee comes under FMA while the FAA regulations come under the MBIE. The Code is in effect a Regulation. As noted in comments to Q16 above there is the potential for conflict between The Code and other regulations under the current arrangement.

It is essential there is practitioner experience on the Code Committee. I see too much evidence in the work of the FMA and MBIE that there are gaps in their knowledge of the industry/profession.
	text_807361372_0: This is hard to answer as there have been only been to my knowledge about 5 cases where findings have been bought by the Committee. 

I think there is a need for such a Committee. It is appropriate for it to be appointed by the Minister and not convened by MBIE or FMA.

I am unsure whether it lies within its current powers but the disciplinary committee should feel free to consider issues about regulatory issues and their application relevant to the case before it.  The FMA has been issuing Guidance Notes and in effect interpreting the Act and Regulations at times. There is some debate about whether some of these interpretations are correct.
	text_807361391_0: If the definition of adviser is expanded then the jurisdiction of the Committee should be expanded accordingly.
	text_807361520_0: I think knowledge among the public about QFE's is that limited it is hard for anyone to comment about whether confidence is undermined. 

Among the adviser community there is certainly suspicion that QFE's are let off more lightly in terms of regulatory control than smaller adviser entities. The prolonged and for too long unaddressed mis-selling of KiwiSaver just re-inforced this view.
	text_807361554_0: All I can say is that QFE's and their advisers should have to operate in the same way as all other advisers delivering the the same sorts of advice. There have been too many cases involving switching of KiwiSaver by Banks without the same need for advice as applies to an AFA.
	text_807361629_0: It is difficult to comment. However I have seen some significant issues caused among customers with bank term deposits recently who have received a surprise when told they are unable to break a term deposit. I received calls from Age Concern asking if the banks were allowed to do this.

There is more complexity with term deposits than most bank depositors realise yet in almost all cases a term deposit can be made without the terms and conditions of that deposit being supplied to the customer. I wonder how many investors in Bank deposits are aware of the Open Bank Resolution provisions and what might happen to their deposit?! Failure to disclose such risks could arguably constitute a breach of the Code for an AFA.
	text_807361646_0: 
	text_807361689_0: 
	text_807361748_0: 
	text_807361768_0: 
	text_807361803_0: 
	text_807361866_0: I do not know the details of recent licensing of custodians. However I am unaware there have ever been any fraudulent acts by a custodian in the past. It therefore begs the question as to whether any regulation was necessary. A requirement for independent ownership and independent audit for a custodian would likely achieve what is necessary.
	text_807361897_0: 
	text_807361957_0: At the outset the 'carve out' provided for accountants and lawyers for 'incidental advice' caused a lot of anger among financial advisers. Over the succeeding years the Law Society and NZICA have both issued cautions to their members not to give financial advice. I have had these cautions repeated back to me from some lawyers and accountants. It would seem that most now refrain from ad hoc advice. However there is anecdotal evidence to suggest this still happens. I am unsure what remedies the FMA is able to bring in these instances but I would suggest a review of this area to ensure suitable action can be taken without the time and expense of Court action.

There is a need for some scope among these professions to provide advice in very limited circumstances as there are some aspects that may constitute financial advice involved in some transactions. It is a grey area - perhaps there are Court precedents from other jurisdictions that might help clarify the boundary?

I feel that journalists should not be exempted. There are several that currently regularly provide advice that looks like personalised advice. There is almost nothing aside from higher editorial discretion that might prevent all sorts of inappropriate information/advice being distributed. 

The standard of financial journalism is generally low in NZ as it is. There is often poor or incomplete information given out, let alone balanced critique being applied. It would be appropriate for financial journalists to have appropriate financial qualifications as well as journalistic qualifications.


	text_807362134_0: I think so.
	text_807362190_0: It is accessible and often useful. There have been occasions where the Guidance has been overtaken by Regulation but not subsequently revised or withdrawn. An example is the DIMS Guidance Note issued in October 2013, then updated in June 2014. There were DIMS Regulations promulgated in November 2014 which in places conflict with the Guidance Note. To the best of my knowledge the Guidance Note is still 'operational' and needs review.

As note elsewhere in this submission FMA has issued Guidance Notes that have applied an interpretation of the Act or Regulation which is contentious. I think advisers would be better off without guidance of this sort as it fails to be guidance. 
	text_807358112_0: see comment in Q8.
	text_807362582_0: I am unsure if consumers understand that not all advisers are free to make recommendations from a 'whole of market' perspective. Those that are customers of QFE 'advisers' probably do not understand the implications of the limitations of the product advice they might receive. Most consumers do not recognise that there are distinctions in quality and performance between financial products and that what might be recommended to them might not be the best there is. I feel that the disclosure statements for advisers that are unable to recommend from a 'whole of market' perspective should warn that the products of the QFE (or 'non-independent' adviser) may not be the best there is.


	text_807362757_0: I think that there is adequate distinction provided for by the FAA with the term class advice (should be 'financial information') and personalised advice. When presented to a client it should be clear about just what is being given to them, and why. Otherwise there would be a breach of consumer legislation. Perceived issues in this area may be more related to adviser understanding and application of the Act than anything else.

Let's be clear: all advisers are in business and business involves sales and selling. It is difficult therefore to completely separate sales from advice. In this sense the broad approach of the FAA to defining financial advice is appropriate.

It is important in the domain of financial advice that sales activity be in the best interests of the client. This is why the Code should apply to all as noted elsewhere in this submission. 

Class advice tends to be delivered in public presentations where clearly the information is not intended to be personalised. 

Class advice is also given in one-on-one situations where very limited advice is sought but where full client engagement is not sought (by one or both parties). That some advice or information is not given is a function of not only the regulatory environment but the business reality for the adviser who may not wish to operate in a 'limited advice' fashion.
	text_807362795_0: I think that clients welcome appropriate disclosure and the transparency and honesty that it demonstrates. 

Disclosure can only go so far however and I feel that insurance commissions should be regulated to provide for only level commission. This means that 'up-front commissions' would be the same as on-going commissions. This structure does not encourage churn and it does encourage on-going service to the client. It also provides the adviser with a more valuable business in that it furnishes on-going income streams. 

From my experience commission structures remain appropriate for personal insurances which tend to be have to be sold to people. Regulation should provide for recommendations to be in the best interests of clients and with requirements for product to be fit for client needs and resources.
	text_807362833_0: see Q40.
	text_807362891_0: I feel the provisions for AFA's in this area should apply to all financial advisers as the same issues apply to all types of advice.
	text_807362985_0: see also Q38.

With respect to investment products commissions are rapidly disappearing from unlisted investment products. This applies to entry fees and trail commission. In this area the issue is becoming less of an issue.

If share/bond brokerage is defined as commission then this area would be an exception. My comments with respect to this situation are the same as for KiwiSaver that follow.

KiwiSaver is probably the biggest sector (by funds under management and by client numbers) where commission still applies. I feel it would be better if this was removed and KiwiSaver clients were encouraged to pay a fee for advice. Given that so many Kiwis do not like paying a fee upfront then advice on KiwiSaver may be impeded by this approach. Adequate disclosure of commission, the ability or inability of the adviser to select from 'whole of market' needs to be disclosed and the requirement to place the client interests first are probably the best solution in the circumstances.

The fact that KiwiSaver commission remains results in my business being unable to label itself as 'independent' as defined in the FAA. Commission for KiwiSaver is so widespread that it is difficult to select a good performing fund without incurring commission. It is uneconomic to rebate to the client. Perhaps the definition of 'independent' in the Act could be revised to carve out KiwiSaver commission?
	text_807363093_0: There is no evidence to suggest there is any lack of competition between advisers. A very important key issue that is emerging as a result of the overall impact of regulation is the migration of advisers into larger institutions and network groups. 

Small adviser businesses that continue to exist have needed to try to spread the now considerable overhead base by sharing back-office resources. This means they also tend to develop common solutions and services among members of that group/network.

In the KiwiSaver space we already have the domination of the market by banks. It is only a small leap to suggest they will then proportionately dominate the 'advice space for KiwiSaver investors. 

We also have the creeping tendency for regulators to try to define the solution space for advisers (DIMS is one example). The more the regulator defines solutions the lower the skill base needed by the adviser.

It is quite conceivable that institutions will over time purchase the adviser networks/groups. In Australia about 80% of advice businesses are owned directly or indirectly by banks. NZ is already dominated by a range of oligopolistic business sectors (banks and insurance being just two). We are creating the conditions to have the advice space owned in the same way.

The outcomes of these trends will be to limit competition through the domination of a few large providers, homogenise the types of products and advice business models and move advisers from a client-focussed advice-based tole to one of being a sales person. This has happened in Australia. The regime there has failed consumers in my view in that there are high costs, cumbersome compliance regimes and a high sales focus. Few advisers can offer advice on non-product (and non-tax based) strategies. Consumers tend to shy away from advisers due to perceived high costs and mediocre quality of advice. About a third of personal superannuation is managed through self managed schemes without advice, with questionable outcomes. 

The regulators need to try to trim back compliance requirements including their direct costs across a broad front and resist the temptation to continually add more regulation in an ad hoc fashion.

Regulators need to provide space for smaller advisory businesses to flourish.
	text_807363161_0: I do not think there is a need to increase competition between advisers. There is competition there at the moment. We do not want to see it reduced by the effect of fewer advisers, operating in fewer businesses. In other words we should be more concerned about the continued diminution of competition rather than about increasing it.

We should also be concerned about the nature of the advice profession and whether it appeals as a career. If the public perception of advisers improves then the demand for advice will improve and more will be encouraged to enter the profession. I think regulators should allow market forces to work here rather than try to 'engineer' an outcome.

In the Issues Paper the issue of 'robo-advice' is canvassed. I think there will be no shortage of competition in the future, it just might take differing forms to what it takes at the moment.
	text_807363227_0: Yes. I feel the problem in this area probably lies in the understanding by advisers of the provisions of the FAA/Code in this area. Many advisers are of the view that advice on discreet issue cannot be given without preparing a full statement of advice (Plan). The issue is more one of gaining a sufficient understanding of the situation of the client so that advice on the discreet issue can be provided in the right context.

Unfortunately the Guidance Note on limited advice left more questions for many advisers than it answered.  The GN should be reviewed.

Another issue here is one of client understanding. Prospective clients are often puzzled as to why there is a need to canvass so widely about their situation before providing advice. It would be helpful if the FMA or the Commission for Financial Capacity prepared information about the regulatory requirements advisers face and what the 'experience' will be for clients/prospective clients.

An outcome of the overall impact of the many regulatory changes is that there is a reduced appetite fr advisors to provide limited advice. Given the CDD requirements and 'know your client' requirements, plus the need for advisers to put advice into writing it is disproportionately expensive for advisers to provide limited advice, be it for one-off situations or transactional advice for someone with an on-going transaction-driven relationship. Not only is this type of advice proportionately more expensive,  it tends to be riskier for the adviser as these types of client tend not to want to disclose their full situation and they tend to return for advice at irregular intervals during which time the adviser is less likely to be aware of material changes in circumstances. In some ways these types of client tend to be their own worse enemy.

An on-going client relationship with funds under advice or commission-bearing policies in force is the preferred business model for most advisers.

While the 'know your client' requirements must remain it would be helpful to allow the client to contract out from receiving written advice. This would remove a significant amount of time and expense, especially for transactional or ad hoc advice situations.

It should be made legal for advisers to provide financial advice for close family members (or interests associated to those family members such as their Trusts) without that advice needing to be compliant. We have a ridiculous situation in this respect at the moment.
	text_807363283_0: I have provided comment related to this question in earlier answers. Clearer nomenclature is needed.

Consumers need to understand that unless they engage fully with an adviser, and are prepared to pay a reasonable fee, they are only ever going to get information (class advice) not personalised advice. 
	text_807363565_0: see also comment in Q42 above.

It is not just the FAA that has imposed requirements and costs. The FAA and Code provide for a regulatory environment that most advisers can cope with. It is the seemingly endless addition of further requirements through FSPR,  AML/CFT, FATCA, DIMS, dispute resolution, CPD etc that have piled up costs. It would be no exaggeration to say that there are now $15,-$20,000 in direct costs per adviser per annum that did not exist before FAA.

Some organisations have employed, or are likely to employ a dedicated compliance officer to deal with all the regulatory requirements. This has been the case in other jurisdictions where regulation has been introduced. Extra staff of this nature significantly add to overhead costs.

Let us be clear - an adviser is paid by only 1 person and that is the client. At some point rising costs will lead to either rising charges for clients or a narrowing of advice availability. Rising costs will tend to ration advice anyway to those who are willing to pay. This is a simple commercial reality that regulators seem not to have grasped very well.
	text_807363653_0: I have commented on this in a few questions above.
	text_807363683_0: Some comment on costs has been provided above. 

Generally the advice area is a low risk area for AML/CFT. In 17 years of practice and in the many advisers I talk to I have never been made aware of of any client-related AML/CFT issues. The advice area has had systems and costs imposed upon it that suggest it is a high risk area, but which are disproportionate to the actual risk. 

At times the same client can be checked at three differing points: the adviser, the wrap provider and the trustee. Once would be enough, but each entity is treated in isolation. Why not just enable to adviser to sign off on CDD?

We see huge gaps in higher risk areas such as accountants, lawyers and real estate agents that have gone without the same requirements.

  
	text_807363791_0: One would expect that more KiwiSaver investors will want some advice. This might depend on the degree of their sophistication however and a wide ranging set of individual circumstances. This is quite hard to predict. I can see no particular changes to regulation, other than those already noted above, that are specifically needed as a result of KiwiSaver decumulation.

One would hope that for many KiwiSaver will not be the only retirement savings initiative and that the need for advice exists already.
	text_807364007_0: We know already that many advisers, especially those outside large institutions, have moved from providing DIMS. Given the value that many clients place on this type of service one can only think that this outcome is contrary to the general intent of the FAA.

In my view the greater part of the issues that DIMS regulation sets out to address could be solved far more simply. The DIMS regime should be reviewed with a focus on matching regulation to the risks that need to be managed.

The Issues Paper discusses the need for advice in the area of crowd funding (para 169) and in the NXT market (para 168). These are good questions which point to a wider issue being one of continual change and increasing breadth and complexity of financial assets and issues. Advisers need to have the capability to address these challenges. This is all the more reason why academic and technical skills need to be higher.

I can see no barriers under the current regime as to why advice cannot be provided in these areas. 
	text_807364086_0: 
	text_807364889_0: 
	text_807364970_0: 
	text_807365001_0: 
	text_807365906_0: Yes, they are appropriate. It is very good that the the Code is principles based. There are a few areas where fine tuning would be beneficial but it is a document advisers can work with in my view.

I am unable to confirm whether ethical behaviour has increased among AFA's. I note that those advisers who were members of a professional body before the FAA had these same requirements. Anecdotal evidence from FMA auditors has noted that better standards prevailed among these advisers than among those who were not members of professional bodies.
	text_807365937_0: Yes, absolutely.
	text_807366030_0: The current L5 minimum is far too low. Other than knowledge an academic qualification provides improved cognitive skills. A key role of an adviser is to gather information, analyse it, synthesise it and develop strategies and recommendations that meet client needs. (The Institute of Financial Advisers has a world-standard competency model for financial advisers that identifies these requirements in some detail. I have been a member of the IFA Professional Development Committee since its inception and was involved in the development of the competency model and its use within training and development processes within the IFA).
 
An IFA survey of members dating back 4-5 years showed their desire to grow these types of skills. Academic study is a significant way in which cognitive skills can be developed. 

All types of advisers require cognitive skills. It becomes a question to what extent they are needed and how they can be delivered. When set against the need for technical knowledge it becomes apparent that higher levels of academic qualifications are needed for all types of advisers. I would recommend that a tertiary degree is needed for investment advisers and financial planners. This could either include or be supplemented by industry-specific academic study. 

There is another imperative behind the need for higher academic standards and that relates to the need for advisers to be perceived as a profession. Among the hallmarks of a profession are a tertiary qualification, a period of professional and technical work while being mentored followed by professional exams to have professional status conferred. 

We need to move 'financial advice' into being a profession. With this will come greater public acceptance and uptake. 
	text_807366099_0: Personal insurance and lending advisers should have a level 6 academic level qualification, at least. Insurance advisers who are involved in business insurance should have a degree requirement, however as this is a far more technical area.

See also comments in Q57 above.
	text_807366127_0: Any consideration of this nature has to ask whether other countries have 'got it right'. I am far from convinced this is the case. We need to set standards that are right for NZ in the first instance.

I note that there will always be differences in tax law, property ownership law, estate planning law across jurisdictions that will need to be addressed in cross recognition.
	text_807366175_0: I am an IFA member and have been involved at a senior committee level for 15 years. I feel the IFA has been effective in fostering professionalism. I have received comments from FMA auditors about the positive difference in standards between members and those of non-members.

I have also been a member of SIFA for 14 years and am currently on its board. SIFA has also worked to foster professionalism.
	text_807366225_0: Under the present voluntary regime there can be no fully effective role they could play. If membership was compulsory then they could be effective.

They have a role in developing codes of ethics,  practice standards, identifying and arranging for appropriate career and CPD initiatives.  They can also provide avenues for disciplinary processes.

It is difficult to provide high level technical CPD opportunities. There are a limited number of experts in NZ and they often work within competing organisations. It is expensive to bring people to NZ and to get them around enough centres to make the whole event affordable  to advisers. 

Compulsory membership would provide sufficient  resources to enable professional bodies to offer far greater depth and quality of services.
	text_807366289_0: No regulatory regime should remove the need for an individual to carry responsibility and accountability for their own professional conduct. QFE advisers should not be excepted from this requirement. Personal licencing carries the implication that poor conduct can result in the loss of the licence. This has to be a powerful incentive.

If advisers carry this responsibility and accountability, and where the adviser is an employee (and not an owner of the advice firm)  there can be some counter to the employer imposing unethical, poor or non-client-focussed practices. The employee may need to be empowered in employment law to stand against these issues.
	text_807366386_0: I am unable to comment on this - I am unaware of any information available about this subject to allow a view to be formed.
	text_807358113_0: The Register has more importance to the Government and to the regulator than it does to the adviser. To the adviser it represents time and cost for little or no benefit.

The Register, in terms a search vehicle for identifying advisers, is virtually unknown to the public and of limited use given the limited information and search capabilities contained within it. I do confess to having used the Register on the odd occasion to identify an adviser and obtain contact details. I have also used it to confirm that a very small number of individuals have not become registered.

I note that most advisers would do their own advertising through white and yellow pages, websites, signage, social and printed media. The public tend to use these avenues, plus word of mouth, to locate advisers in the first instance. They then tend to carry out further due diligence activity to ascertain credibility. I am lead to believe that most of the public make hazy assumptions that in the regulated environment if an adviser is in business then they must meet some sort of regulatory requirement.

I would be dead against upgrading the Register with costs being passed back to advisers, just to duplicate something that advisers already pay for themselves.

I note also that professional bodies also have 'locate and adviser' capacities on their websites.
	text_807368112_0: Reduce registration costs to advisers. Make the software work properly.
	text_807368167_0: Yes.
	text_807368227_0: The identified goals look satisfactory.
	text_807358114_0: 
	text_807369191_0: Reduce the cost of registration given the very one-sided benefit to the Government they should bear full costs of registration.
	text_807369265_0: 
	text_807369320_0: 
	text_807369842_0: 
	text_807369902_0: yes.
	text_807369942_0: No, the limit should not be raised. There is no evidence to suggest it is inadequate.
	text_807369995_0: there are sufficient avenues through the Courts system already.

We have a very asymmetric system in which there is no cost for the consumer to lay a complaint but the potential for significant cost to the provider. There are also complaints avenues through the FMA and through professional bodies. As noted there are avenues through the Court also. There is sufficient incentive under the present arrangements for an adviser/QFE to conduct themselves well.

We wish to avoid the situation that has developed overseas (esp in the UK) where litigation firms encourage complaint (on a success fee basis) because the system is biased to the complainant. Higher jurisdictional limits would only encourage this behaviour.
	text_807358115_0: see Q64
	text_807370316_0: see Q64
	text_807371853_0: Yes.
	text_807371872_0: 
	text_807371954_0: 
	text_807371991_0: 
	text_807372027_0: Yes. There are requirements for Disclosure Statements, offer documents and for some adviser websites to advertise the avenues for complaint. Advisers are also compelled to tell the client of these avenues in the instance they make a complaint. I think this is enough.
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