
 

 
 
 
 
 
 
 
      January 28, 2010 
 
Jane Diplock  
Chairman 
New Zealand Securities Commission 
8th Floor, Unisys House, 56 The Terrace 
PO Box 1179, 
Wellington 6011 
New Zealand 
 
Dear Chairman Diplock: 
 

The Investment Adviser Association (IAA) is writing with respect to New Zealand’s 
new Financial Advisers Act of 2008 (FAA).  The IAA is a not-for-profit US association that 
represents the interests of investment adviser firms that are registered with the US Securities 
and Exchange Commission (SEC).  IAA’s members manage assets for a wide variety of 
institutional and individual clients, including pension plans, trusts, investment funds, 
endowments, foundations, and corporations, and a number of our members manage assets on 
behalf of clients in New Zealand. 

 
We understand that both the FAA and the Financial Service Providers Act of 2008 

will come into effect later this year, with registration and authorization starting in the middle 
of the year.  We have been advised that, under the FAA, individuals providing financial 
advice, engaging in investment transactions, or providing financial planning advice in New 
Zealand are financial advisers under the Act regardless of where such persons are based.  
Moreover, individuals rendering advice on “complex” products (i.e., anything other than call 
debt, bank term deposits, credit contracts, and insurance products other than life insurance 
policies) must become “authorized financial advisers” and register with the Securities 
Commission.  To be authorized, the Securities Commission must be satisfied that an 
individual is of good character; meets the level of competency, knowledge and skills specified 
in the Code of Professional Conduct; and has not been convicted of an offense punishable by 
imprisonment for a term of six or more months or “debarred” from applying for authorization.   

 
We understand that, in implementing this new legislation, the Securities Commission 

is considering providing certain relief for financial advisers who only advise wholesale 
clients.  We write in support of the Securities Commission providing exemptive relief from 
any requirement to take proficiency examinations for those individuals exclusively advising 
wholesale clients.   

 
We fully appreciate and support the goal of ensuring that clients are advised by well-

qualified individuals.  We, however, are of the view that proficiency requirements such as 
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standardized examinations may not be necessary for those who manage wholesale client 
assets.  Wholesale clients are fully capable of determining the qualifications of those who 
seek to advise their accounts.  Indeed, wholesale clients typically require extensive 
information from investment managers they are considering hiring for a particular mandate.  
In this regard, wholesale clients routinely request information about the individuals who will 
provide advice for their accounts (including information about their background, education 
and experience).  In this context, a standardized test of competency or other standardized 
proficiency examinations would add little or no value to these types of clients.   
 

Moreover, a standardized proficiency examination may not test the skills for which 
foreign investment managers are generally hired by wholesale clients.  Foreign investment 
managers, including US-based managers, typically are hired to provide international 
expertise.  If the proficiency requirements were focused on investments related to New 
Zealand, the qualification requirements would not examine the competency in the field for 
which these managers were hired.  Moreover, because of this burden that may be placed on 
investment advisory personnel, foreign investment managers may be reluctant to service New 
Zealand investors.  Therefore, these requirements, which do not provide much benefit to 
wholesale clients, may result in New Zealand wholesale investors losing the benefits of 
international expertise.   

 
For the reasons discussed above, we would support the Securities Commission’s effort 

to exempt investment advisory personnel who provide advice to wholesale clients in New 
Zealand from any requirement to take proficiency examinations under the FAA.   

 
*  *  *  *  * 

 
We appreciate the opportunity to provide our views and would be pleased to provide 

any additional information.  Please contact me at (202) 293-4222 with any questions 
regarding these matters.      
 
 

Respectfully submitted, 
 

/s/ Jennifer S. Choi 
 

Jennifer S. Choi 
Assistant General Counsel 

 
 
cc: David Lilly 

Private Secretary to the Honorable Simon Power, Minister of Commerce 
 


