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1. Introduction 

1.1 This submission is a response by IAG New Zealand Ltd (IAG, we) to the Financial Markets 
Authority (FMA) on the consultation paper titled ‘Proposed standard conditions for 
financial advice provider full licences and classes of financial advice service’. 

1.2 IAG is New Zealand’s leading general insurer.  We insure more than 1.8 million New 
Zealanders and protect over $650 billion of commercial and domestic assets across New 
Zealand.  We receive more than 650,000 claims a year and pay $1.365 billion in settling 
them. 

1.3 IAG’s contacts for matters relating to this submission are: 

Bryce Davies, Executive Manager Corporate Relations 
T: 09 969 6901 
E: Bryce.Davies@iag.co.nz  
 
Andrew Saunders, Government Relations Manager 
T: 04 903 4005 
E: Andrew.Saunders@iag.co.nz 
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2. General comments 
2.1 To realise the policy objectives sought for the financial advice reforms, it is important 

that implementation is workable for entities while achieving consistent compliance 
across the sector.  We are generally supportive of the proposed standard conditions for 
financial advice provider (FAP) full licences outlined in the consultation paper and 
consider that subject to some required refinements, these will contribute to this. 

2.2 The proposed standard conditions would provide a generally straightforward set of 
rules for FAPs of varying natures and scales to abide by. They are primarily principle-
based, with limited prescription and a generally appropriate level of detail provided in 
the explanatory notes.  We have identified issues with aspects of the proposed 
conditions and provide specific comments on them in this submission. 

2.3 In this submission we also provide comments on the approach to licence classes and 
the proposed way of describing them, which we consider needs to be amended. 
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3. Specific comments 

Financial advice provider full licence classes 

3.1 We support efforts to streamline licence applications for FAPs of different types and 
complexities and recognise the rationale for creating different classes that is outlined 
in section 2.2 of the consultation paper.  It is not however apparent from the 
consultation paper how separating applicants into three classes will make the process 
more streamlined, or what other implications, if any, will result from being classified 
within one of the three classes.  We are also mindful some of the applicants in what is 
called Class C could be relatively simple in nature (e.g. a small number of nominated 
representatives providing a limited amount/scope of advice) compared with some 
applicants in Class B in terms of the scope of advice and services they provide. 

3.2 The scoping of the three proposed classes is nonetheless broadly logical and they are 
clear in the sense that it is obvious which class an entity should apply for.  However, the 
planned approach to naming the three classes (Class A, B and C) needs to be changed. 

3.3 Using the descriptors Class ‘A’, ‘B’ and ‘C’ gives an impression of varying quality that is 
unnecessary and potentially confusing.  While the recently finalised disclosure 
regulations1 do not appear to require the licence class to be referred to in disclosures, 
the instinctive reaction of any customers or other stakeholders that become aware of 
different classes will be to assume a ‘Class A’ licence is superior to a ‘Class B’ or ‘Class C’ 
licence.  This risks creating unnecessary confusion amongst customers (as the 
respective classes do not denote quality) and could undermine the stated aim of 
increasing confidence of financial advice services in New Zealand. 

3.4 Such potential confusion can be easily avoided by changing the descriptors used.  We 
recommend the proposed use of Class ‘A’, ‘B’ and ‘C’ would best be replaced by simple 
descriptions of the three classes (i.e. ‘single adviser licence’, ‘multi-adviser licence’, and 
perhaps an ‘unrestricted licence’ or ‘comprehensive licence’ for the current Class C).  
Alternatively, using ‘Class 1’, ‘Class 2’ etc. would at least reduce the pejorative aspects 
associated with the proposed Classes A, B and C. 

Condition 1 – Record keeping 

3.5 We support Condition 1 in principle, however, one aspect of it is unnecessary and should 
be removed and further refinements or guidance is required to ensure the requirements 
will be workable for different forms of record keeping.   

 

1 Financial Markets Conduct (Regulated Financial Advice Disclosure) Amendment Regulations 2020 
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3.6 The proposed requirement to create summaries of records that are kept in languages 
other than English is unnecessary given Condition 1 already enables the FMA to require 
a licensee to produce a full translation of such records.  Creating such summaries solely 
to comply with this condition would therefore impose an unnecessary compliance cost 
on FAPs. 

3.7 Should this summary requirement nonetheless be retained, the use of ‘any language’ in 
clause (b) creates potential uncertainty as to whether the requirement to provide a 
‘summary of the record in English’ also applies to records kept in English.  We assume 
this is not the intent and so suggest it is reworded as follows to avoid any uncertainty: 

‘(b) may be kept in any language, providing that if it is not in English an accurate 
summary of the record is kept in English and…’ 

3.8 The requirement to keep records for at least 7 years from the date from which it is made 
is reasonable and consistent with many other regulatory record keeping requirements.  
However, extending this through clause (d)(iii) to at least 7 years after ‘the date any later 
record is made that refers to or relies upon information in the record’ goes beyond other 
common record keeping requirements and will pose practical implementation 
challenges for some approaches to records storage.  The requirement to potentially 
hold documents longer than 7 years appears relatively straightforward for conventional 
paper or electronic based customer files. 

3.9 However, unless it is possible to determine which if any earlier call recordings might be 
considered to be covered by a later record that ‘refers to or relies upon’ them, then to 
ensure compliance it may necessary for an entity to keep all its recordings indefinitely.  
This could impose material and disproportionate storage costs.  To avoid this we 
recommend that either clause (d)(iii) is refined, or guidance is provided that makes it 
clear only where earlier advice is central to any later advice, rather than just referring to 
it, should it be necessary to keep call recordings beyond 7 years.  We are also mindful 
general insurance is a contract that is entered/re-entered every year and so the context 
for this may therefore differ to other types of financial products. 

3.10 We also note the ‘within 10 working days’ requirement in the explanatory note could be 
too short to be workable in some circumstances (e.g. where large compilation is 
required).  Accordingly, providing some flexibility for the FMA to allow more time would 
be appropriate. 

Condition 2 – Internal complaints process 

3.11 We agree with the proposed internal complaints process condition in general terms.  
This is consistent with existing regulatory practice and as a member of ICNZ we also 
comply with similar obligations under its Fair Insurance Code. 

3.12 It is however important to clarify in the explanatory note that a client service issue 
raised and resolved during the initial interaction with the client should not be treated 
as a complaint.  Otherwise this would lead to false positives in complaint records in 
relation to financial advice services.  It would also result in inconsistencies in reporting 
of complaint numbers as other regimes do not treat such client service issues as 
complaints. 
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Condition 3 – Regulatory returns 

3.13 We support the appropriate provision of regulatory returns from licenced entities to 
enable the FMA to undertake its regulatory role effectively and efficiently.  We note the 
detail of this is to be implemented through a Regulatory Return Framework and 
Methodology, which is to be the subject of subsequent consultation. 

3.14 In developing the specific information requirements to be applied under the Regulatory 
Return Framework and Methodology, it will be important to ensure these are 
appropriately focussed on the financial advice aspects of an entity rather than its wider 
business.  It should also recognise the different nature of the new regime vis-à-vis the 
current QFE regime in terms of both regulation and oversight.  This would mean for 
instance that there is less need for the sort of wide-ranging annual report that has been 
provided under the current QFE regime. 

3.15 We note entities are already building their systems and processes for operating under 
the new regulatory regime.  Accordingly, the sooner any consultation is undertaken on 
the Regulatory Return Framework and Methodology the more straightforward it will be 
to ensure the required data is collected and arranged for reporting.  Otherwise there 
may be additional costs and disruption if reworking of systems is required.  If 
consultation in the near term is not possible then at least a signalling of the scope of the 
requirements would be useful. 

Condition 4 – Outsourcing 

3.16 It is necessary to more clearly define what types of arrangements are intended to be 
captured by Condition 4 because the term ‘outsourcing’ is not defined or expanded 
upon in the explanatory note.  We agree with the treatment of examples in the 
commentary in the ‘Our comments’ section, however, this needs to be expanded to 
provide greater clarity on a range of common business arrangements, including intra-
group arrangements.  For the purposes of financial advice services, we consider it would 
be appropriate to confirm that intra-group arrangements are not considered 
outsourcing. 

Condition 5 – Professional indemnity insurance 

3.17 We support the underlying objective of this proposed condition, that FAPs have 
sufficient financial resources or arrangements in place (for example professional 
indemnity insurance) so that retail clients can be compensated for financial loss as a 
result of a breach of a duty by a FAP. 

3.18 We are mindful this condition will apply to entities ranging from large financial 
institutions subject to prudential licensing and oversight to potentially single person 
adviser businesses.  Given the number of likely FAPs and their varying circumstances, 
business models and arrangements, overseeing a provision of this kind effectively 
would require ongoing oversight and careful judgement. 
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3.19 For many FAPs a condition of this kind is likely to be straightforwardly met through 
existing professional indemnity cover.  However, having regard to those situations 
where it may not be easily met, we suggest this condition may need to be reconsidered 
to ensure it is appropriately focussed on achieving the underlying objective. 

3.20 The comments in the consultation paper under this proposed condition state that 
where a licence applicant has valid reasons for not having professional indemnity 
insurance cover, then the FMA would apply a specific licence condition waiving this 
condition but in turn requiring this to be explicitly disclosed to retail clients.  It is 
possible the entities that seek a waiver to this condition are fundamentally different in 
nature in this respect (e.g. larger entities that may choose not to have professional 
indemnity insurance or very small entities that either can’t afford such cover or are 
unable to secure it).  Whether retail clients will be able to recognise and properly 
consider the different implications of this for them in such varying circumstances 
appears questionable. 

3.21 The issue of a FAP’s ability to meet potential claims for a breach of duty also begs the 
question of whether the FMA would approve a licence application from a FAP applicant 
with neither sufficient financial resources of its own, or arrangements such as 
professional indemnity insurance in place? 

3.22 Given these issues we suggest this proposed condition, and its connection to the 
licensing process, is carefully reconsidered to ensure it meets the underlying objectives.  
In doing this it is also important to consider in what situations professional indemnity 
insurance would respond, the way in which the market for this type of cover has evolved 
in recent years and how it may evolve in the future? 

Condition 6 – Business continuity and technology systems 

3.23 It is critical that entities have appropriate business continuity and technology systems 
in place and so we support the intent behind Condition 6.  It however needs to be split 
into two separate conditions to be effective and clear.  The application to business 
continuity also needs to be clarified. 

3.24 It would be clearer to have two separate conditions in this area, one specifically related 
to business continuity and a separate condition to technology systems and 
cybersecurity.  We raise this as the technology systems and cybersecurity related 
requirements, while reasonable, go beyond what would necessarily be provided in a 
business continuity plan (BCP), and the BCP requirements in turn go well beyond 
technical systems.   
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3.25 Whether the relevant issues for the financial advice services provided by an entity are 
included within whole of organisation plans, or whether they are provided for financial 
services specifically, should be left to individual entities to determine.  The ‘our 
comments’ section in the consultation paper states ‘the condition does not prescribe 
the scope of such a plan and allows for flexibility’.  We support this commentary, 
however, the wording of the condition and explanatory note should be amended to 
make it clearer that how the business continuity (and technology systems) 
requirements relating to a financial advice service are met through an entity’s plans, is 
up to the entity. 

Condition 7 – Ongoing eligibility 

3.26 We note Condition 7 simply refers to the requirements in sections 396 and 400 of the 
FMCA.  The explanatory note provides some more information on this and refers to the 
yet to be released ‘Financial Advice Provider Licensing Application Guide’.  It does not 
however discuss how the ‘fit and proper’ person related requirements for financial 
advice services relate to the ‘fit and proper’ requirements for insurers that are already 
licensed under the Insurance (Prudential Supervision) Act 2010 (IPSA). 

3.27 To avoid inefficiency and duplication it is important to outline how these two licencing 
regimes work together in regard to fit and proper requirements.  We also note that for 
some IPSA licensed entities, a FAP licence will be their first licence under the FMCA and 
so for these the issue of overlap is arising for the first time.  We would expect that 
meeting the requirements in IPSA would be deemed to be sufficient to comply with this 
condition. 

Condition 8 – Notification of material changes 

3.28 We support the intent of Condition 8 but consider the drafting needs to be revised to 
make more certain the required timeframe for notifying the FMA of material changes. 

3.29 The proposed condition states that an entity must notify the FMA ‘within 10 working 
days of commencing to implement any material change…’.  We consider the 
phraseology ‘commencing to implement’ is too uncertain as there are many possible 
steps that might be considered to represent commencing to implement.  Amending the 
condition to more simply state ‘within 10 working days of implementing any material 
change’ would provide a much clearer requirement as to when an entity should notify 
the FMA. 

3.30 It will also be important to clarify in the licensing application guide what would be 
required from a licence holder when they are making material changes to their financial 
advice service. 


