


information was to be included. If you want this partially completed document, notwithstanding the absence
of any different information, please let us know.

We have withheld small extracts in the Introductory media briefing, namely:

e limited comments in relation to media issues —withheld to maintain the effective conduct of public affairs
through continued free and frank expression by staff when giving internal briefings (OIA, s 9(2)(g)); and
also to protect the privacy of individuals (OIA, s 9(2)(a)).

Questions

Please let me know if you have any questions about our decision under the Official Information Act. You will
also be aware that you have the right, in accordance with s 28 of the OIA, to complain to the Ombudsman
regarding our assessment of your OIA request.

| note that Andrew Park is also available to contact in the first instance in relation to any questions you have
about the information. You’ll appreciate, that these documents were not created for public statement of the
FMA's positions or plans. Naturally the FMA’s position and plans on a number of the matters covered in the
document will have progressed and changed since the date the documents were prepared. This includes the
information about the FMA’s Vision and Purpose which are currently under reviewed and we envisage the
refreshed Vision and Purpose will be published when finalised.

Nga mihi

Natalie Muir
Principal Adviser, Governance













































intermediaries, some changes will be made to the Bill through a Supplementary Order Paper (SOP). The Bill then will
go through Committee of the Whole House and third reading before being passed. The intention is for the Bill to be
passed before the end of July 2022.

MBIE’s current expectations for implementation of the regime is that licensing applications would open in July 2023
(to avoid overlap with financial adviser licensing due to transitional licences being valid until 15 March 2023) and for
the regime to come into force by the end of 2024. The backstop date for the Bill to come into force is 3 years after
being passed.

The current timeline anticipated by MBIE is:

3) The COFI Programme

Staff have developed a work programme (the COFI Programme) to coordinate and oversee the projects and initiatives
that need to be undertaken by the FMA to successfully implement this legislation. These workstreams are defined in
the COFI Programme Roadmap diagram at Appendix One.

A Steering Committee, chaired by the Director of Banking and Insurance Conduct?, has been established to ensure
appropriate governance and oversight for the COFl Programme and determine the direction of the programme. It is
also responsible for assisting the Programme Manager to remove roadblocks and provide mitigation or acceptance on
escalated issues and risks. Ultimately, the Steering Committee is responsible for the success of the programme.

Staff have commenced work on key areas of the COFI Programme ahead of the documented timeframes. Three of the
key areas are the funding bid, licensing approach and external engagement workstreams. These are expanded upon
below as an indicator on the direction of travel.

Programme funding

As part of the funding bid completed in 2020, the FMA had capital funding of $2 million approved for an IT systems’
build for licensing and regulation of banks and insurance. A formal funding bid to MBIE to request funds to complete
the programme and fund ongoing running costs was submitted and publicly consulted on in October 2021.

From July 2022 onwards we should have (a) the last portion of funding from our prior funding arrangement (approved
by Cabinet in May 2020) and (b) new funding resulting from the CoFl bid. Until the new funding and levies are in place
from July 2022, any operational costs will have to be paid from the current FMA operating budget.

Licencing approach

A key aspect of the COFI Programme (and the Bill itself) is the FMA'’s role in licencing ~¥100 financial institutions for
their general conduct towards consumers. The licencing workstream is captured as its own project within the
programme. The project requires staff to develop the regulatory approach to licencing, the process, criteria and
application form itself.

The licensing approach will be the first regulatory tool to be applied in the overall management and supervision of the
sector. It will provide a gateway where regulatory scrutiny will be applied to achieve the licensing objectives and set
the standard and expectations for the sectors.

1 The Head of Banking and Insurance Conduct, General Counsel, Director of Regulation and Director of Supervision are also members of the
Steering Committee. Attendees include the Programme Manager, subject matter experts across the policy, licencing, corporate legal, investor
capability and supervision functions and Reserve Bank of New Zealand representatives.
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External engagement

Another key project in the COFI Programme is the development of an external engagement strategy. In these early
stages this involves speeches, forums and industry association engagements setting out our high-level approach to
regulating the sector. We also joined MBIE in their consultation workshops to receive feedback on proposed
regulations, treatment of intermediaries and the funding bid to better understand the sector context.

As the COFI regulations and licensing requirements become more firmly developed, the Programme will develop a
multi-year engagement strategy to inform, educate and influence financial institutions ahead of licensing. As the
regime becomes further embedded, we want to work with the sector to understand what good practice looks like and
influence the sector towards this.









that. The review was designed to look to the future with a focus on what we need to do to get ready for our
future remit expansion and inform and influence the future strategic direction and shape of the FMA.

The bulk of the work was done internally as a self-assessment exercise. In addition, we asked two external
reviewers to come in after our self-assessment to test and challenge the findings and comment on our future
plans.

The initial findings (of both our internal self-assessment (see attached) and the external review) were discussed
at the Board strategy day in November 2020. And the external reviewers’ final report (see attached) was
completed and presented in December 2020.

The external reviewers’ conclusions aligned with many of the issues raised by the internal team. After speaking
to many staff, external stakeholders, Board members, and all of ExCo they made the following observations —
taking a big picture, strategic view of where the FMA was then and where it needs to get to in the future:

e The FMA is considered by many external stakeholders (both industry and government) to be a model
regulatory agency. Our willingness to engage with, and listen to, market participants was widely
commented on.

e The FMA is a high-performing, well-regarded organisation with high-quality people but stretched thin.

e Some of our current ways of doing things won't work as we grow into a bigger organisation to meet the
needs of our expanding remit.

e We're in a strong position to think through what we can do better and what the changes in our remit will
demand of us.

e What is needed is a package of carefully-designed change — driven by a renewed purpose, vision and
strategy to drive/direct the changes required.

At the time Rob, ExCo and the Board noted that: We should be proud of where we are but what got us this far
may not be effective with a broader remit, bigger organisation and much wider set of stakeholders. Getting
ourselves in shape for the challenges the future has in store for us is critical. While there is a lot of thinking and
work to do as we plan and reset for the future — it’s also an exciting opportunity. We have chosen to do this now
from a position of strength and high regard, and we are the ones driving the change. The future operating model
and design of the FMA is ours to shape.

Our need to evolve

Following reflection on both the internal findings and the external reviewers’ commentary we (with input from
ExCo, Managers and staff) landed on a high-level summary of ‘our need to evolve’ - where we were/are, what we
know are the reasons to grow, and where we want to get to. We distilled this down to a one-page: ‘need to
evolve’ (see attached). (there is also an accompanying video on our intranet page).

3. Introduction to the Readiness Programme 2021/22

We then developed the scope for the readiness programme — the comprehensive programme of work to address
the issues, opportunities and gaps identified in both the internal assessment and external reviewers’ report. The
readiness programme objective is to ensure the FMA is equipped with the right capability — governance, people,
processes, policies and systems and technology - to manage its broader responsibilities.

The following Whakatauki (Maori proverb) sums up the intent of the readiness programme: "Haere whakamua,
titiro whakamuri" We can't understand the present without knowing about the past, and with that knowledge,
we can make better plans for the future.

The first phase of programme of work
The first phase focused on the strategic planning we need to do - refreshing our vision and purpose (see
attached), values, organisational strategy and regulatory approach. The idea is that we deliver a refreshed
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strategy that tells the story both of the outcomes the FMA wishes to secure for New Zealand’s financial markets,
and the internal organisational capability and design the FMA will need to deliver these outcomes.

The first phase also included:

e A gap analysis — identifying the gaps and prioritised opportunities between our current state and our desired
future.

e  Our road map —including a programme of work initiatives to address the gaps and realise the opportunities.
This high-level road map (see attached) forms the scope for the second phase of the readiness programme
of work.

The second phase of programme of work

The second phase addresses the more operational issues, opportunities and recommendations identified in the
readiness review. This work is extensive and needs to be prioritised alongside BAU activities and other priorities
determined by the Board. This work started in August 2021 and will roll out over the next 1-3 years. A high-level
summary of the scope of this programme of work is attached. This work is already underway, and the current
status and projected timeline for the programme is summarised in the attached programme timeline.

Other key pieces of work that support the readiness programme

There are also some other initiatives and significant pieces of work (both BAU activities and separate projects)
that sit outside the core readiness programme but support its delivery and are considered critical to the success
of the programme objectives. Two key pieces are:

e Business Process development and management — This is an ongoing BAU piece of work designed to
ensure our processes are well documented, known, understood and utilised, and where possible
simplified and streamlined. This work supports a number of the readiness programme workstreams.

e Data intelligence and analytics - This is a separate comprehensive priority programme of work that is
designed to address key findings from the readiness review. It will support and feed into a number of
the readiness programme workstreams (e.g., notably; decision making and regulatory approach).

4. Current state of Readiness Programme

COVID impact on progress

The disruption caused by COVID has impacted on the progress of the readiness programme. Mindful of the
challenges of remote working during the COVID lockdown in NZ which for our Auckland office extended from
August to December 2021 and the pressure that has put people under, ExCo have been focused on doing
everything they can to minimise both workload and pressure. As a result, we slowed work on some readiness
programme workstreams, paused others and chose to defer some of the consultation and engagement. This
slimmed-down approach continued through to Christmas 2021. The intention and hope is to pick up the pace on
the programme again in the new year (from February) — after everyone comes back refreshed from a break.

The current status of the programme of work and its respective workstreams is shown in the attached programme
timeline, which also indicates the current proposed future timelines and key delivery dates. These timings are
based on discussion with the respective workstream leads and ExCo sponsors taking into consideration resource
constraints and the desire to ensure we carefully manage the re-start of the programme in the new year and
minimise any consequential negative impact across the organisation. However, resourcing and timings will need
to be confirmed early in the new year once other BAU priorities have also been clarified.

Louise Gibson
Manager, Strategic Projects
and Programme Manager, Readiness Programme
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FMA’s response

Since March 2020, the primary focus has been to enable staff to work remotely from home.
Throughout this time, we have closely monitor workload and workflow and provided pastoral care
for staff experiencing a full range of challenges working from home. The organisation has maintained
its workplan with major milestones and priorities met.

In August 2021 with an outbreak of Delta in Auckland, we immediately adopted a working from
home operation, and have actively sought to reduce workloads and de-prioritise work over the past
four months. As we have transitioned back to the office from September in Wellington and
December in Auckland, the following steps have been taken to ensure we are adhering to health and
safety requirements:

e Completed a health and safety risk assessment using WorkSafe’s Covid-19 ‘factors to
consider’. The finding of that assessment was a low to medium risk of office transmission.

e Completed a Hazard risk assessment of the impact on our staff should there be office
transmission, taking into account our vulnerable groups and implementing additional
controls to minimise risk.

e Completed an anoymous survey of vaccination status of all staff.

e [withheld s 9(2)(a) and 9(2)(g)]

e Developed a draft Covid Vaccination Protocol, as part of our Infectious Disease Policy

e Consulted with all staff on the draft protocol. Proposition —in order to work in the office or
attend in-person FMA events you must be fully vaccinated. If you are not vaccinated or if you
do not disclose your vaccination status you must work from home.

e Results from the consultation — 90% response rate. 92% of respondents supported the
adoption of the vaccination protocol.

e The Business Continuity Planning team (BCP) — comprising of Liam Mason, Brad Edley, Sarah
Feehan and Karen Chang adopted the Vaccination Protocol on 1 December, effective 6
December.

e Developed extensive communiation materials on our intranet to support the Covid
response. Developed a Privacy Statement to support the collection of sensitive medical
information of both staff and third parties.

e Requiring proof of vaccination through the vaccine pass process developed by the Ministry
of Health.

e We have adopted the default position advised by the Public Service Commission, for all new
employees to the public service to be vaccinated as a term of employment. Effective for all
newly advertised roles from 9 December 2021.




































Government stakeholders

[9 sentences have been redacted from the following ‘stakeholders’ section on the basis of s 9(2)(a)

or 9(2)(g).]
This section provides you with a brief outline of key government stakeholders for the FMA.

It focuses on key government stakeholders and agencies that you will meet early in your stakeholder
engagement and is not definitive, or all-encompassing.

Further verbal briefings on individual stakeholders are recommended prior to any first meetings.

Minister of Commerce and Consumer Affairs, Hon Dr David Clark

Hon Dr David Clark was appointed Minister of Commerce and Consumer Affairs in November 2020
and has primary government responsibility for the FMA. The FMA meets the Minister quarterly. FMA
attendees are the CE, Chair and Manager of Government and Industry Relations. Topics include the
FMA's strategic priorities and key issues in the public domain.

The Minister is briefed for all his meetings with the FMA by MBIE officials. FMA staff and MBIE
officials share briefings to ensure the topics to be discussed and points to be raised are understood
by all attendees.

Written briefings are provided to the Minister and additional meetings are organised as needed
outside the quarterly meeting cycle. The Stakeholder Relations team maintains a close engagement
with the Ministers office, and we operate under a ‘no-surprises’ policy.

The FMA's focus in its engagement with the Minister at this time is on ensuring the passage of the
CoFl legislation in 2022. The Minister is also interested in potential future policy work on KiwiSaver.

Minister Clark has a number of other portfolios including Minister for the Digital Economy and
Communications, Minster for State Owned Enterprises and Minister of Statistics. He is also the
Minister responsible for the Earthquake Commission.

His Cabinet ranking is 19 of 20.

Minister Clark is a constituency MP for Dunedin and is generally based in Wellington Monday-
Thursday during sitting weeks.

A copy of the briefing prepared for the CE and Chair on the Minister’s appointment can be found

here.
Ministry of Business, Innovation and Employment (MBIE)
MBIE is a very large government department, working with a total of 14 ministers across multiple

portfolios.

MBIE and the FMA interact in two primary ways.
*  Policy work — the FMA policy teams feeds into MBIE’s policy work as needed.
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*  Formal accountability monitoring of the FMA to ensure it is delivering as per its
appropriation.
You will engage with 2 key staff members at MBIE:
e  Carolyn Tremain (Chief Executive, engagement via CoFR meetings)
¢  Andrew (Andy) Hume (General Manager, Small Business, Commerce and Consumer
branch)

Andrew Hume is a key stakeholder for the FMA CE and you will meet him monthly.

The Manager, Government and Industry Relations has a weekly catch up with MBIE’s Manager,
Financial Markets Policy, Tom Simcock. This is focused on non-policy, operational issues related to
MBIE’s oversight of the FMA.

The policy team also have a monthly meeting and regular catch ups with the MBIE policy team.

Both Andrew Hume and Tom Simcock are new to their roles, although Tom was promoted from
within the financial markets policy team.

MBIE has been very focused on legislative change in recent years, with work such as the financial
advice changes and the conduct of financial institutions legislation.

The FMA provides a six-monthly report to MBIE and the Minister as part of the FMA’s funding
agreement with MBIE.

The FMA and MBIE relationship is seen as strong by both agencies, and is regularly praised by
external parties, such as in Deloitte’s recent review of the FMA’s funding proposals. A key priority for
the FMA is maintaining that strong relationship and the influence that comes with it.

MBIE’s Financial Markets policy staff are based in Wellington.

Reserve Bank of New Zealand (RBNZ)

The last few years have seen the FMA and the RBNZ work increasingly closely together, and the two
parties are joint regulators under the Financial Markets Infrastructure regime. Rob Everett and the
RBNZ Governor, Adrian Orr had a strong working relationship and the FMA should look to maintain
this.

The two regulators initiated the Conduct and Culture reviews (published 2018/19) which were the
most extensive joint projects between us as well as ensuring a joint response to COVID-19. Further
joint thematic work is currently underway on Governance in Financial Services.

Key contacts will be:
e  Adrian Orr (Governor). First 5-year term expires March 2023
e  Christian Hawkesby (Deputy Governor). Just appointed, replacing the outgoing Geoff
Bascand.
* Simone Robbers (Assistant Governor) Former Director of Strategy and Risk at FMA, joined
the RBNZ in January 2019.
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The number of staff at the RBNZ has risen sharply from 240 in June 2016 to 410 in June 2021,
reflecting a shift in its approach towards supervision and regulation of the financial sector. This
followed recommendations in the IMF’s 2017 Financial Sector Assessment Report.

A senior leadership change is currently underway at the bank, reflecting that the bank is going
through a period of significant legislative and regulatory change. This followed a review of the RBNZ
Act by a team of RBNZ and Treasury officials.

Together with the FMA Chief Executive, the Governor of the Reserve Bank is also the Co-Chair of the
Council of Financial Regulators (CoFR). The RBNZ has been subject to some criticism for work such as
climate change and Te Ao Maori that would be viewed as mainstream in global central banking
circles.

The RBNZ is largely based in Wellington in a building opposite the Treasury on the Terrace. It has
started building its presence in Auckland.

A Memorandum of Understanding with the RBNZ is in place.

Commerce Commission

You will engage with two key staff members at the Commerce Commission:
e Adrienne Meikle (Chief Executive)
e Louise Unger (General Manager, Credit)

The Commerce Commission (ComCom) joined CoFR in 2019, 8 years after CoFR was originally formed.
As the FMA’s role has expanded in relation to banking and insurance, it has found increasing overlaps
with the Commission’s work in consumer credit. There are also overlaps in the regulation of peer-to -
peer platforms, financial advice on credit contracts and the Financial Services Providers Register.

The relationship has gained significantly in recent years, with ComCom appointing Louise Unger to
build a system approach and good relationships with other regulators. Louise and the credit team are
based in Auckland.

Adrienne is also the Chair of the Independent Crown Entities forum of Chief Executives.

Keeping ComCom proactively engaged with CoFR and other regulators is an FMA priority.

A Memorandum of Understanding with ComCom is in place.

Treasury
The FMA engages with two key staff members at the Treasury:
e Caralee MclLiesh (Treasury Secretary and CE)
® Dasha Leonova (Leads the financial markets policy team at Treasury)

The financial markets policy team’s work at Treasury has been mainly focused on general insurance
and the insurance market in the last couple of years. The FMA works hard to maintain its working
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relationship with Treasury, maintaining quarterly catch ups between the two policy teams.
Engagement with Caralee is largely limited to CoFR meetings.

Treasury is based in Wellington, with its office directly opposite the RBNZ on the Terrace.

The FMA’s focus is on maintaining its relationship with Treasury and ensuring Treasury are fully
informed about the FMA’s work. The FMA briefs Treasury on issues that may be of interest to the
Minister of Finance directly. The FMA also briefs the Minister of Finance’s office via Minister Clark’s
office as needed, although this is rare.

The Treasury’s financial markets policy team are vote analysts for the FMA which means they are
currently considering the FMA’s budget bid for Crown contributions to help fund the Conduct of
Financial Institutions, Insurance Contract Law and Climate Related Disclosures Regimes.

External Reporting Board (XRB)
The XRB is the standard setter for accounting standards in New Zealand. Its role (and budget) has
expanded significantly since it was tasked with creating the standards for climate related disclosures.

the XRB was invited to join CoFR’s climate change work.

The Chief Executive of the XRB is April Mackenzie. She divides her time between Central Otago and
Wellington. This relationship sits with the Director of Capital Markets, but it will be important for you
to meet her and build a good relationship.

The relationship with the XRB is a key focus for the FMA in 2022 because of the need to ensure the
success of the climate related disclosure regime.

The FMA also engages with the XRB on accounting standards reflecting our work in financial reporting,
but this occurs at a BAU/Operational level.

Te Ara Ahunga Ora Retirement Commission

Formerly known as the Commission for Financial Capability, the Auckland based Retirement
Commission has undergone a re-evaluation in recent years and has adjusted its focus back to
(predominantly) helping New Zealanders plan for a secure retirement.

The Retirement Commissioner, Jane Wrightson, was appointed for a three-year term in February
2020.

The FMA has a role in delivering some of the Retirement Commission’s national strategy. This work is
led by Gillian Boyes, Manager of Investor Capability.

As FMA’s focus is increasingly taking on a consumer lens, our relationship with the Retirement
Commission is key. Director of External Communications and Investor Capability, Louise Nicholson
holds the relationship with Jane Wrightson, while the ECIC and Stakeholder Relations team keep in
touch with appropriate staff in the Retirement Commissioner’s team.
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Serious Fraud Office
The SFO has been led by Julie Read since her appointment as Chief Executive in October 2013.

The Chief Executives previously met quarterly, but this is currently delegated to the FMA Head of
Enforcement.

The SFO is largely based in Auckland, but opened a small office in Wellington in November 2020. The
SFO annual report notes that this was partly to foster stronger connections with other government

agencies.

A memorandum of understanding is in place with the Serious Fraud Office.

EDSI Parliamentary Committee

The FMA's parliamentary accountability is to the Economic Development, Science and Innovation
committee with an annual report and review. This involves a 45-minute hearing in which members
ask questions about the FMA’s performance over the previous year, based on a detailed set of
questions the FMA has provided responses to.

These questions cover issues such as spending on travel, staff turnover and use of IT contractors and
is intended to provide Parliamentary oversight of the FMA’s activities.

There are 5 MPs on the current committee, which is chaired by the Labour MP Jamie Strange. There
are currently three Labour MPs and two National MPs on the committee.

The FMA's hearing this year is on the 10 February 2022 at 0945. You will receive a separate and

detailed briefing for this hearing. Footage of the last hearing, in February 2020, is here. The FMA
was not called to give evidence in 2021.
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Industry relations stakeholders

This section provides you with a brief outline of key industry bodies in New Zealand. Apart from the
FSC, which is multi-sector, it is broken down by sector.

It focuses on industry stakeholders that you will meet early in your engagement plan rather than
being definitive, or all-encompassing.

Further verbal briefings on individual stakeholders are recommended in advance of meetings.

Financial Services Council (FSC)

Auckland based, the FSC is an umbrella organisation with 99 members from across the financial
services spectrum — life and health insurance companies, larger fund managers and some
providers/suppliers to the financial services industry (such as technology firms).

Under the leadership of Richard Klipin, the FSC has emerged from a difficult experience in 2015/16
to become the foremost voice of non-bank financial services. In 2015/16 its membership was
divided by a controversial report into life insurance commissions to financial advisers.

In 2018 the FSC launched a code of conduct and consulted with the FMA on the code. The code
represents a commitment from FSC members to improve conduct and culture.

The joint FMA/FSC Get in Shape for the new financial advice regime attracted more than 1,300
attendees at Eden Park in Auckland, and planning for the 2022 event is underway.

The FSC has attended a recent FMA board meeting, and the FMA CE has been to an FSC board
meeting. A key issue for some of the FSC’'s members is the perception that the FMA’s approach has
moved to become more enforcement based in the last year or so. This perception reflects that the
FMA has taken ANZ, AIA and KiwiBank to court for fair dealing issues off the back of the conduct and
culture reports.

The annual FSC conference normally takes place in September every year. It has been online over
the past two years due to COVID-19. As FMA CE you will be asked to deliver a keynote speech at the
event, which also features Cabinet Ministers, opposition spokespeople and industry leaders.

The FSC has hosted an annual breakfast session with the FMA Chief Executive in February to set the
tone and outlook for the year ahead. These have historically been very popular and the FSC is
looking to engage with you as soon as you are able.

The FMA have a good relationship with the FSC with connections across the FMA through the
banking and insurance team, investment management team, financial advice, market engagement,
external communications and stakeholder management. The FMA is currently considering how to
ensure this relationship is best managed to ensure clear lines of engagement with the FMA.

Key contacts:
* Richard Klipin Chief Executive (appointed October 2016)
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Insurance Brokers Association of New Zealand (IBANZ)

IBANZ has over 150 member firms (covering over 2,000 employees) operating in the general (non-
life) insurance market and is based in Auckland. Under the previous financial advice regime, the FMA
had limited oversight of this sector and our engagement was mainly focused on Financial Advice

New Zealand.

With the introduction of the new financial advice regime, engagement with IBANZ has stepped up as
IBANZ members are now more heavily regulated by the FMA. IBANZ have engaged closely on the
role and responsibilities of brokers and insurers as part of the CoFl policy work.

A point of tension with IBANZ in recent months was around the exclusion of insurance brokers from
the list of financial providers able to operate as an ‘essential service’ at Level 4 of the COVID-19 alert
level restrictions in 2021.

Key contact:
*  Mel Gorham, Chief Executive (appointed March 2020)

Funds Management

Boutique Investment Group (BIG)

A group of New Zealand non-bank fund managers, BIG is a group that represents a collective views
of it’s members. BIG was formed in 2015 in response to the the licensing of managed investment
schemes under the FMC Act. It works with the FSC from time to time, but takes pride in its
independence and that it represents boutique, or smaller institutions, rather than banks. It is very
focused on regulatory burden and the cost implications of the FMA’s work.

BIG regularly make submissions to consultations or engage with the FMA via formal meetings.

Director of Investment Management and Acting Director of Capital Markets, Paul Gregory, and the
Stakeholder Relations team have a strong relationship with the group, communicating and meeting

(when Alert Levels allow) regularly.

The chair, Simon Haines, spent a number of years working for the FMA before moving to become
General Counsel of Nikko Asset Management.

Key contact:
e  Simon Haines. Chair (Auckland based)

Capital Markets

NZX

NZX is the official name for the New Zeland Stock Exchange. NZX have offices in both Auckland and
Wellington.

In 2020 NZX suffered significant technology incidents that caused disruption and halted market
activity. Following these incidents, the FMA carried out a review to assess whether NZX was meeting
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its licence obligations. The review concluded that NZX failed to meet its market operator obligations
by not having sufficient technological resources and required the NZX to create and execute an
action plan to resolve the issue.

This review was a one-off, but the FMA carries out an annual general obligations review of the NZX
to ensure it is meeting its licence requirements.

NZX has been focused on increasing the number of listings on the exchange in the last couple of
years. Critics say this focus isn’t enough, and too many NZ firms have by-passed the NZX to list on
the ASX in Australia. The NZX’s funds management arm has grown as well, and some participants
have publicly criticised the exchange for being too focused on funds management, and not enough
on listings. The NZX’s Superlife arm was appointed as a default KiwiSaver provider, charging just 20
basis points, the cheapest of all the default providers.

In 2019, the FMA and the NZX sponsored the Growing New Zealand’s Capital Markets 2029 report.
The report was industry-led. Some of its recommendations for KiwiSaver are now being considered
by the Government as part of its review of KiwiSaver.

NZRegCo, a separate, independently governed entity, performs the NZX’s regulatory functions. All
regulatory decision-making has been delegated to the NZ RegCo Board and NZ RegCo management.
NZ RegCo does not regulate NZX as a listed issuer, or any related entities of NZX that are subject to
the exchange’s market rules.

Key contacts:
e  Mark Petersen, Chief Executive, NZX (appointed April 2017)
e  Joost van Amelsfort, Chief Executive, RegCO

Insitute of Finance Professionals NZ (INFINZ)

INFINZ an umbrella organisation with around 1,900 individual finance professional members. The
INFINZ board is made up of financial professionals from across the public and private sectors in NZ. It
tends to have a capital markets focus.

The Chief Executive of the FMA and the Reserve Bank Govenor have in the past spoken together at a
session at the INFINZ annual conference, which tends to take place in September/October every
year. You will also be invited to the evening dinner event that is part of the conference, subject to
COVID-19

Key contact:
e  Jim McElwain, Executive Director (appointed January 2012)

NZ Shareholders Association (NZSA)

NZSA is a non-profit body representing around 1,500 members (retail shareholders). It has a strong
focus on governence and is a regular contributor to finance and business focused government
consultations.

Under a new Chief Executive, Oliver Mander, the NZSA has sought to broaden its appeal so as to try

to attract the interest of younger investors who use retail investment platforms like Sharesies. Mr
Mander set out his views in this article.
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Chief Executive’s responsibilities and delegations

The responsibilities of the Chief Executive (CE) and the division of responsibilities between the Board
and the CE are set out in the FMA Board Governance Charter and Manual. In summary, the board
has delegated almost all its statutory powers to the CE, subject to a responsibility to refer “sensitive
matters” to the Board for it to determine whether to deal with those matters itself or to refer them
back to the executive. Financial and regulatory powers are further sub-delegated to.

6.2 Chief Executive's role

The CE’s role is to manage FMA, on behalf of the Board and exercise those powers of the Board which the
Board delegates to him or her.

The CE will be the sole point of operational authority and accountability between the Board and the Staff of
FMA, including the employment, management and determination of salary and benefits of all employees and
contractors.

In the ordinary course, the Chairperson will be the main point of contact between the Board and the Chief
Executive.

The Chief Executive must exercise his or her judgment and, in consultation with the Chairperson, determine
whether any decisions in the exercise of powers by the Chief Executive which have been delegated should
nevertheless be referred to the Board to be made.

7 Division of responsibilities between the Board and Chief Executive
7.1 Introduction

In general, the Board will discharge its functions and powers by and through the CE except to the extent they
are required to be performed by the Board. The delegation of functions and powers will be in accordance with
the Regulatory Delegations Policy as approved from time to time. The purpose of this section is to set out the
Board's approach to the division of responsibility for various functions between it and the CE, and the Staff.

7.2 Board's approach to division of responsibilities

The Board is responsible for setting the strategic direction and policy of FMA. The Chief Executive and Staff are
primarily responsible for implementing the strategic determinations and policy of the Board.

The following matters will be referred to the Board before taking any decision or action (Sensitive Matters):

(a) matters affecting all or a substantial portion of the financial markets in the New Zealand
economy;

(b) matters likely to attract significant public attention, for example:

(i) high profile examples of likely company collapses, or multiple company collapses in a
sector;

(i) incidents which may have political ramifications;
(i) decisions on class exemptions, or other exemptions that are seen as high profile; and
(iv) approval of market rules for registered exchanges;

(c) without limiting (e) below, issues relating to investigations on significant matters or that
may lead to significant enforcement action, for example:

(i) investigations or enforcement action relating to significant matters;

(ii) the taking of prosecutions (other than for failure to meet administrative or
procedural requirements); and
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(i) the entering into of settlements or enforceable undertakings; and

(d) matters that are novel and complex, and likely to involve significant matters of principle,
or established precedents.

The Board recognises that it is ultimately a question of fact and degree which matters are to be referred to the
Board. It is the task of the CE to determine which matters are of sufficient importance that they should be
referred to the Board.

The FMA Regulatory Delegations Policy sets out in more detail the Board’s expectations around the
exercise and reporting of delegated powers, and also sets out the powers of FMA that are non-
delegated. The most frequently used non-delegated powers are the powers to commence any Court
proceedings under financial markets legislation and the power to issue class exemptions.

In cases of urgency the board has delegated authority to the Chairperson to make decisions on
sensitive matters. This has been used a number of times in relation to urgent Court proceedings.

The Regulatory Delegations policy also permits the CE to sub-delegate exercise of delegated powers
as permitted by the Board.

There is a standing delegation, subject to this policy, of all the functions and powers of the Board
(except the non-delegated powers) to the CE, including an authorisation to sub-delegate regulatory
and financial powers to other senior staff. In practice the majority of regulatory decisions are taken
under sub-delegation.
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Immediate challenges

[1 sentence has been redacted from the following ‘immediate challenges’ section on the basis of

s 9(2)(b)(ii) or 9(2)(g).]

COVID-19 — return to offices 2022. Our Auckland crew have been away from the office since August,
and we’re signalling that from January we are back in the office, subject to existing flexible working
arrangements. After a period of dislocation there will be a need to reconnect, reacquire habits and
skills, adjust to whatever the new working environment brings in terms of vaccination and other
protocols, and catch up on those things not done or not done optimally remotely, including
completing onboarding and training of staff who have joined the FMA in 2021. This will be a familiar
challenge for you, and one we will need to make space for. There is also a significant programme of
deferred work from this half-year, though our ambitions can be scaled in some areas.

Funding — the FMA has submitted a bid for additional funding, to be met by industry levies and
Crown funding, to support its anticipated work on COFI, climate related disclosures (CRD), and new
insurance contracts law (ICL). Consultation on levy increases has been completed, and an agreed
bid, adjusted after consultation, has been submitted by the FMA and MBIE for Ministerial and
Cabinet approval. A separate approval is required, for budget 2022, for the Crown contribution
(proposed at around 17% of overall FMA funding). In combination, the funding bid seeks:

Regime: Total FTE by Total funding 4 years (22-26)
2025/26 (000)

CoFl 92 $38,010

ICL 8 $2,249

CRD 8 $7,606

We are confident that the likelihood of success of our bid is high, but if the approved amount is
significantly lower than that sought this will of course affect how we can implement and monitor
these regimes.

Recruitment and retention — As you’ll see from the funding bid, we are about to embark on an
ambitious recruitment programme over the next few years. Establishing a Christchurch office, and
tapping into the South Island labour market, are important to this. In 2020 the Government
announced a public sector “pay restraint” programme, announced to have effect for three years,
which strongly discourages public sector agencies from giving pay rises to other than low paid
positions. The FMA has, accordingly, exercised restraint in respect of salary increases for many of its
staff. If the pay restraint is signalled to continue into 2022 (this is not certain) it will add further
pressure to both retention and recruitment. Our turnover figures are currently within tolerance
(around 13%) but coming off an almost zero turnover in 2020 due to COVID uncertainties, which no
longer appear relevant.

Readiness programme — following an external “Readiness review” carried out in 2020 (details in
your MQl reading) the FMA embarked on a readiness programme to tackle the most important
recommendations in the report — aimed at readying ourselves for the expanded remits ahead of us,
and catching up on areas such as business processes, organisational strategy, leadership roles and
decision-making, which have not developed in pace with the FMA’s growth since 2011. Making this
work a priority involves our deliberately giving priority to investment in our own infrastructure,
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governance, and processes, to be fit for the future. Some important parts of this work have been
paused in late 2021, though others have made good progress, and there may be a need to reset this
programme to ensure sufficient organisational buy-in and support.

Conduct of Financial Institutions — known as COFl, this is a piece of law reform that will see the FMA
license banks, insurers, and deposit-takers and oversee their implementation of “fair conduct
programmes” aiming at improving customer focus and fair treatment. The Reserve Bank of New
Zealand, as our prudential authority, already licenses these firms. The legislation is before
Parliament, and expected to pass in the first half of 2022, to come into force from 2023. Decisions
on both a budget bid and increases to industry levies to fund this will be taken in the first half of
2022. On the bid as put forward, supported by MBIE, the FMA will be looking to recruit 92 FTEs for
this work between 2022 and 2026. This legislation will bring a significant change in the stakeholder
focus for the FMA’s work — from being mainly investors to all consumers.

Financial Adviser Reforms — New law requiring financial advice providers to be licensed by the FMA
is currently being implemented. Around 200 firms have been licensed to date. We anticipate the
total number that will need to be licensed to be around 1700, mostly small firms. Providers
currently must have a transitional licence and must obtain a full licence by 16 March 2023. There is
considerable change within the industry, with some consolidation being driven by licensing and
attendant AML/CFT requirements. We have a significant engagement programme underway to
reach smaller firms. There is potential for a last-minute rush, overwhelming resources. We have set
target dates for large and small firms to submit licence applications, which will allow us to gauge
progress.

Climate Related Disclosures — Parliament has passed a law that will require large financial
institutions and listed companies to public climate related disclosures with their financial
statements, for financial years from 2023. The External Reporting Board, New Zealand’s accounting
standards setter, will make standards for disclosure based on the TCFD framework. The FMA will
regulate disclosure. Resourcing for this is included in our current funding bid. New Zealand is
among the first jurisdictions to implement mandatory disclosures of this nature, and we anticipate a
challenge for industry to understand and implement the new standards, and a resourcing challenge
for us to acquire expertise to enable us to monitor disclosure.
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Other useful information

Travel

Domestic

Any domestic travel using flights, rental cars or accommodations will be arranged by your EA.
Approval from the Board Chairman is not required and costs come from the CE budget. The CE (or
delegate when on leave) is required to approve all domestic travel for ExCo members.

International

Your role will involve international travel from time to time, when possible. Approval for
international travel is required by the Board Chairman. International travel arrangements will be
made by your EA.

The CE (or delegate when on leave) is required to approve all FMA international travel.
Arrangements are made by the respective PA and funded from the CE international travel budgets.

Note that international travel budgets and spending are subject to Official Information Act requests
and also reported to the Commerce Select Committee as part of the annual financial review.

Leave

For all annual leave you must notify the Board Chairman and complete an Annual Leave form online
through Direct Access (DataCom).

Expenses

Your EA will reconcile your monthly credit card expenses. All CE expenses are published on FMA’s
website every six months. The Public Services Commission maintain a watching brief on state sector
CE expenses.

Gift/Hospitality Policy

Generally, gifts and hospitality should only be accepted in quite limited circumstances, and there are
approval and reporting requirements. We report to a Parliamentary Select Committee at the start of
each year about gifts and hospitality we’ve received.

FMA’s Governance team hold a register of all gifts/hospitality offered and accepted by staff. All
gifts/hospitality should be notified to your EA for recording. The Board Chairman should be advised
where appropriate.

FMA has a Gift and Hospitality Received policy on the intranet, along with a Sensitive Expenditure
and Gifts Giving policy.
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Introducing the new FMA Chief Executive
We propose the following tactics to introduce new CE Samantha Barrass to the New Zealand market:

5. Maedia training and message development

6. Media interviews with three mass circulation news outlets (print, online and radio)
7. Introductory article from the new CE in FMA Update e-newsletter to industry

8. LinkedIn profile building

By doing this initial profile-building, we are able to lay out an early storyline which can be used as
the basis for later meetings and speeches to staff and industry, including the presentation to the
Parliamentary Select Committee. The intention is to repeat this storyline and set of key messages
over the first few months, helping to deliver a consistent impression and clear direction for the
organisation.

First impressions count and, given the importance of these first interactions, we have arranged
media training which will:

e Help refine key messages and build a coherent storyline that resonates
e Refresh media performance skills
e War-game the introductory interviews and rehearse responses to questions.

1. Media training and message development

We have arranged a two-hour training session with Greg Ward. Greg is a former BBC broadcaster
and the FMA’s preferred media trainer. All FMA spokespeople undertake training with Greg as part
of equipping them for future interviews.

Both Louise and Media Relations Manager Andrew Park will join for this training, as we do for all
training.

The training will provide:

e An overview of the local media landscape
e Guidance on shaping messages for media
e Practical sessions on conducting radio and tv interviews

At the end of the training, we will have refined the storyline that will be used for the media
interviews in the week following.

In advance of this training, we have prepared a summary of contentious issues and themes that have
consistently surfaced in the media on Page 5.

2. Media interviews

The intention is to undertake these interviews during the first month of your appointment. In this
way we are able to:

e Indicate that you have started in the role
e Provide information on your background and credentials for the job
e Signpost your aspirations and priorities for the future



By doing these interviews early, we will signal your open, transparent communication style, but we
will also be able to legitimately deal with any specific questions by emphasising that you have been
in the job only a couple of weeks and will need time to get your feet under the desk before dealing
with specifics. Media will be briefed ahead of time on this to manage expectations.

A draft storyline for these interviews is included for further discussion on Page 3.
We have tentatively lined up the following media for these interviews:

e Tamsyn Parker, New Zealand Herald Business (NZME)
e Gyles Beckford, Radio New Zealand Business
e Rob Stock, Stuff senior business correspondent

Profiles of each journalist are covered in the attached slide deck (Media Profiles).

3. Industry profile

The FMA Update e-newsletter is sent to more than 10,000 industry subscribers each month. Itis
well-read, with an open rate of more than 40%, which is well beyond the standard industry email
open rate of 24%. Industry rates our e-newsletter as its preferred and most effective
communications channel.

The intention is to run a “Meet the new CE” story as the lead item in our first FMA Update of the
year (currently timed for February 22). By this time, most industry staff will be back on deck and
into business mode. New Zealand’s summer shutdown typically extends — albeit informally — until
after Waitangi Day on February 6 so we don’t get much traction with industry messaging until then.

We envisage this as a simple Q&A format based on your answers to the following questions:

e What attracted you to the role?

e What are your first impressions of the financial sector here in New Zealand?

e How will your international experience be relevant and help in your new role?
e What are your top priorities?

e What do you hope to achieve as CE of the FMA — what will success look like?

We can discuss these questions and craft the responses for you.

4. Linkedln

Following our discussion, we have prepared some thoughts on how we would use LinkedIn to help
with your introduction to the market. We have grown the FMA’s LinkedIn following to over 12,000,
which represents a sizeable proportion of financial professionals in New Zealand. Our engagement
rates on this channel are high and we see this as a key forum for reaching industry, as well as FMA
staff and potential employees. Our recommendations for LinkedIn are covered in the attached slide
deck.






CE introductory storyline

DRAFT — FOR DISCUSSION ONLY

The following points provide a draft framework for your introductory media interviews and early
interactions with stakeholders. The outline is based on your initial presentation to Exco but is a very
early draft for discussion only. This will be refined in future discussions and during media training.

Draft storyline

A chance to reconnect with New Zealand

e |grew upin New Zealand when my parents moved here. | attended university here
(Canterbury, Victoria). My first job was with the RBNZ in Wellington.

e Moved to UK to study for my Masters degree at London School of Economics and ended up
staying in UK and Europe.

e Fond memories of New Zealand, relishing the opportunity to reconnect and introduce my
adult children to life in New Zealand.

e On apersonal level, I'm excited to learn more about Maori tikanga and how the FMA can
incorporate this into its operations. | started te reo Maori lessons while in London and look
forward to continuing these.

FMA'’s purpose really resonated with my own values

e FMA’s purpose is all about ensuring a strong and trusted financial sector that treats people
fairly.
This really aligns with my own values.
FMA's role in supporting a healthy financial sector.

e But also increasing role to ensure that the sector - and the FMA - is more strongly connected
to the needs of investors and consumers.

FMA'’s approach aligns with my own approach to regulation

e FMA is described by industry as approachable. Industry knows it can come and talk to us
about issues and seek clarification on what we respect.
This open door approach fits well with me.
My style is to ask questions and to listen, and I'll be doing a lot of that over the next few
months.

e Very committed to ensuring we remain in touch with industry, and other agencies in NZ and
offshore, to keep pace with changes in a fast moving world.

What would success in this role look like for you?

e Consumers are well protected, participating in the markets, making good decisions and
knowing their rights.

e Markets are working well for consumers and business. New Zealand continues to be seen as
a good place to do business.

e FMA continues to be well regarded by industry, with constructive working relationships and
a good open dialogue. FMA remains seen as prepared to listen and engage in genuine
consultation with industry and other government agencies.



e Industry understands the opportunity of good conduct regulation - the opportunity to
ensure their businesses are focused on promoting good outcomes for consumers; that
Boards and senior leaders understand the outcomes we’re seeking and how to apply these
principles.

e FMA is seen to not be afraid to make the big calls and take action when it sees wrongdoing.

Where could you make a difference?

e FMA has done well in its first 10 years and has been rewarded with increased responsibility
and a bigger mandate — for example, conduct regulation of banking and insurance and new
climate reporting regime.

e We will need to grow to deliver these additional responsibilities. We’ll need new people and
will need to build new capabilities.

e |I'm excited by this opportunity to support the organisation as it grows. I've done this before
and | think the lessons will be invaluable for the FMA going forward. For example, we’ll
continue to focus on productivity, ensuring that taxpayer dollars are well spent and the FMA
is delivering value for money.

e One thing I’'m conscious of is that the FMA retains its culture of a warm, welcoming
workplace that is focused on developing its people even though it’s a bigger organisation.
The battle for talent is real and we need to maintain our position as a great learning
environment for finance professionals.



FMA - Media issues
[3 sentences have been redacted from the following ‘media issues’ information on the basis of
s 9(2)(a) or 9(2)(g).]

In general, the FMA has a constructive relationship with key media and reportage is fair.

The following is a summary of current live issues that have been raised in the media. It is not a long
list, reflecting the largely positive views media have of the FMA. However, it’s worth understanding
where media criticisms lie and also what issues are still on their radar.

Main themes of criticism of the FMIA

1. Slow to act — media frustration at the length of time taken for FMA inquiries and
investigations.

2. FMA not taking strong action against perceived misconduct — media frequently questions
why the FMA makes private and anonymous warnings and why it does not identify firms
involved in potential poor conduct, including via its thematic reviews.

3. Cosy relations with industry — the second point has been aggravated by questions about
FMA staff joining from or leaving to join regulated firms.

4. Wet bus ticket — a number of media question why the FMA doesn’t make greater use of
certain powers, and perceive some of our actions to be limp. Again, this is linked to the
second point about a perceived lack of transparency and failure to “name and shame”.

Specific issues

Wholesale offers

In line with FMA Board priorities, we have indicated we will focus on wholesale investment offers in
FY22. A number of these offers are being widely promoted, promising exceptional returns to
“experienced” investors. Their classification as wholesale offers limits standard investor protections
and FMA oversight. Draft guidance on this is planned for the first quarter of 2022.

Climate Related Disclosures

New Zealand is the first country in the world to introduce this regime. Although it is some time
before implementation, this is novel legislation and industry is looking for more clarity around how
we will approach this. There is a big piece of work to establish our credentials in this space.
Although we published guidance on ESG disclosures over a year ago, we have been criticised in the
media for not taking any action on this. Note: the Investment Management team will publish a
thematic report in the first quarter of 2022 analysing the ESG disclosures of a number of KiwiSaver
providers, while External Communications and Investor Capability (ECIC) will release research on
how consumers choose ESG investments.

Financial Advice regime

All advisers are now supposedly covered by a transitional licence. There is a big effort to ensure all
Financial Advice Providers apply for their full licences in a timely fashion in 2022. At the same time,
there is an expectation that the FMA is proactively monitoring and regulating this sector now, and a
risk of undetected misconduct occurring by advisers during this transitional period.



Regulatory gaps and overlaps — crypto, retail investing platforms

New Zealand’s patchwork approach to financial regulation means there are a number of overlaps
but also gaps in local regulation.

e Online investing in the sharemarket has exploded over the past couple of years with more
than 250,000 New Zealanders now using retail investing platforms. In line with our investor
capability mandate, ECIC has devoted considerable energy to equip these new investors to
make informed decisions. However, the FMA has no formal regulatory oversight of these
online retail investing platforms, beyond AML processes and a tangential role with
Custodians. Our Capital Markets team is currently requesting information from platforms to
form a view on a range of issues including the potential need for more regulation.

e We were recently challenged in the Parliamentary Select Committee on Finance to provide a
recommendation or view on potential regulation of cryptocurrency. We do not regulate
cryptocurrency (although we do regulate crypto exchanges). ECIC has developed website
information and social media campaigns warning consumers of the risks of investing in
cryptocurrency. The FMA Board has recently highlighted the importance of the FMA
working with offshore regulators to co-ordinate action on international investing in crypto
via derivatives platforms in New Zealand.

e Cyber fraud and online scams are on the rise and regulatory responsibility sits with a range
of different government agencies. Investment scams are FMA responsibility, while pyramid
schemes are the responsibility of the Commerce Commission. We’ve seen a blurring of the
two and there have been occasions when neither the FMA nor the Commerce Commission
feels it is responsible. We have tried to mitigate this by working closely with the Commerce
Commission and we worked together on a warning campaign for Pasifika communities
following a growth in scams targeting them.

e Cyber security is similarly managed by a range of government agencies. The NZX technology
failures in the face of DDOS attacks led to FMA criticism of NZX processes and preparedness.
These issues are being worked through as part of a remediation plan.

Regulatory burden, cost

Industry has been increasingly voicing concerns about the number of consultations undertaken by
ourselves and other regulators (eg Reserve Bank). Strong pushback from industry has contributed to
a slowdown in the implementation of the CoFl legislation. The current consultation on an increase
in funding for the FMA to regulate banking and insurance (and Climate Related Disclosures) is likely
to spark more complaints about regulatory and financial burden on the sector. However, it’s fair to
say media are strongly supportive of the FMA’s expanded role and closing this regulatory gap.

In response to these concerns, we are now working closely with fellow Council of Financial
Regulators members to maintain a co-ordinated approach on consultations, to limit the pressure on
firms.


















































