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Submissions process
The Code Working Group (CWG) seeks written submissions on the issues raised in this document by
5pm on Monday 30 April 2018

We welcome submissions on any or all consultation questions. You are welcome to comment only
on the issues most relevant to you.

Where possible, please include evidence to support your views, for example references to
independent research, facts and figures, or relevant examples.

Please direct any questions that you have in relation to the submissions process to
code.secretariat@mbie.govt.nz.

Use of information

The information provided in submissions will be used to inform the CWG’s development of the draft
Code. We may contact submitters directly if we require clarification of any matters in submissions.

Release of information

The CWG intends to upload PDF copies of submissions received to MBIE’s website at
www.mbie.govt.nz. The CWG will consider you to have consented to publication of your
submission, unless you clearly specify otherwise in your submission.

If your submission contains any information that is confidential or you otherwise wish us not to
publish, please:

e indicate this on the front of the submission, with any confidential information clearly
marked within the text

e provide a separate version excluding the relevant information for publication on our
website.

Submissions remain subject to request under the Official Information Act 1982. Please set out clearly
in the cover letter or e-mail accompanying your submission if you have any objection to the release
of any information in the submission, and in particular, which parts you consider should be withheld,
together with the reasons for withholding the information. The CWG will take such objections into
account and will consult with submitters when responding to requests under the Official Information
Act 1982.

Private information

The Privacy Act 1993 establishes certain principles with respect to the collection, use and disclosure
of information about individuals. Any personal information you supply to the CWG in the course of
making a submission will only be used for the purpose of assisting in the development of the draft
code. Please clearly indicate in the cover letter or e-mail accompanying your submission if you do
not wish your name, or any other personal information, to be included in any summary of
submissions that the CWG may publish.



Information about you

Share your details

Please provide your name and (if relevant) the organisation you represent

Grant Foothead — Wealth Management Limited

Please provide your contact details
S9(2) (a)

Please provide any other information about you or your organisation that will help us
understand your perspective (e.g. the financial advice situations you have experience
with)

Although currently operating a small practice, | have previous experience working in the
Head Office of Private Banking at both BNZ and Westpac.

Please indicate whether your submission contains any information that is confidential or
whether you do not wish your name or any other personal information to be included in a
summary of submissions. (See page 2 of this document)

Principles for drafting the Code

Share your views




Ethical behaviour

Act with honesty, fairness and integrity

Share your views

C. Do you agree with a requirement to act with honesty, fairness and integrity? If not, please
set out your reasoning.

Yes

Keep the commitments you make to your client

Do no harm to the client or the profession

G. Do you agree that a person who gives financial advice must not do anything or make an
omission that would or would be likely to bring the financial advice profession into
disrepute? If not, please set out your reasoning.

Yes
H. Is an additional minimum standard on doing no harm to the client necessary? If so, what
standard do you propose?

No



Keep your client’s data confidential

J. Do you agree that the Code should cover the various aspects of maintaining client
confidentiality discussed in this paper?
Yes

K. Are there other aspects of maintaining client confidentiality to consider?

When a Financial Service Provider is acquired or mergers with another Financial Service
Provider

Ethical processes in Financial Advice Provider entities




Compliance functions

Should there be a requirement for explicit sign-off on the soundness of financial advice
provided directly by a Financial Advice Provider?

Yes, when advise is provided digitally
Do you agree that Financial Advice Providers should be required to have in place a

compliance function aimed at following up on concerns raised by employees and other
stakeholders? If not, please set out your reasoning.

Yes

Should this extend further into an internal audit obligation, having in place processes to
systematically test for and detect violations of ethical behaviour?

Only for large organisations with large staff numbers and higher staff turnover.

Are there any potential compliance costs for small and/or large Financial Advice Providers
that need to be considered?

An audit obligation is not really practical for a small provider, with the cost having a
significant imapct

Responsibility for the whole advice process

Do you agree that Financial Advice Providers should be required to be able to
demonstrate that they meet the standards of ethical behaviour as if the Financial Advice
Provider carried out the whole advice process directly itself? If not, please set out your
reasoning.

This would need a clearer definition. With regard to the recommendations and advice,
this would be acceptable (including digital advice). However, certain parts of the process,
such as custodian functions (which are mostly out-sourced) should not be included.



Reinforcing good ethical behaviour

Conduct and client care

Advice situations

Share your views

Advice-giving standards

AA.

BB.

CC.

DD.

EE.

Advice process




1.

Personalised suitability
KK. | What comments do you have about a proposed minimum standard on personalised

suitability analysis? What are your views on the example above?

| tend to agree with the comments and example

Organisational standards

LL.




General competence, knowledge and skills

NN.

00.

PP.

Qa.

RR.

SS.

Share your views

Do you agree with our interpretation of the meaning of “competence, knowledge, and
skills”? If not, why not?

Yes

Are there other factors, which contribute to combined expertise, that we have not
listed? We are particularly interested in factors that are relevant to financial advice that
is given by a Financial Advice Provider directly, including by digital means.

An issue is when a large organisation (such as a bank) provides a digital advice service,
and then uses unqualified sales (or front line) staff to promote or assist with the
implementation. We could conceivably see a scenario similar to what we have with
KiwiSaver, where customers who are arranging banking are being persuaded (by non-
advisers) to move into a digital advice service.

What do you think are the advantages of this approach to general competence,
knowledge and skills?

| agree that the ideal should be that the combined expertise should produce an
advice outcome at least equivalent to what the customer would experience if they were
dealing solely with an individual who met the standard

What do you think are the disadvantages of this approach to general competence,
knowledge and skills?

It is unlikely that advice provided digitally will meet the same standard (or level of
outcome) to advice that is provided by an individual (when the individual adviser has
been competent), as an individual adviser is able to provided a personalised overlay,
which is unlikely to be replicated by digital means.

What factors should we consider in determining whether to make the proposed unit
standard a renewing obligation?

Need to ensure that this obligation is not too time consuming and onerous for practicing
Financial Advisers. The obligation is more applicable to Financial Service Providers,
where there may be regular changes in personnel



Particular competence, knowledge and skills

Share your views

Other comments

Share your views

Z7.

10





