
 
 
 
9 November 2022 
 
 
Financial Markets Team 
Building, Resources and Markets 
Ministry of Business, Innovation and Employment. 
 
By email: financialconduct@mbie.govt.nz 
 
 
Consultation paper: Exposure draft regulations on sales incentives under new conduct 
regime 
 
The Financial Services Federation (FSF) is grateful to the Ministry of Business, Innovation 
and Employment (MBIE) for the opportunity to comment on the Consultation paper: 
Exposure draft regulations on sales incentives under new conduct regime. 
 
By way of background, the FSF is the industry body representing the responsible and ethical 
finance, leasing and credit-related insurance providers of New Zealand. We now have nearly 
90 members and affiliates providing these products to more than 1.7 million New Zealand 
consumers and businesses. The latest list of our members is attached as Appendix A and 
data relating to the extent to which FSF members contribute to New Zealand consumers, 
society and business is attached as Appendix B. 
 
You will see from the attached membership list, that a large proportion of FSF members are 
Non-Deposit-Taking Lending Institutions (NDLIs) who are not within the scope of the 
Financial Markets (Conduct of Institutions) Amendment Act 2022 (CoFI Act). However, the 
FSF does have several Non-Bank Deposit Takers (NBDTs) and credit-related insurance 
providers as members, and it is on their behalf that this submission is being made. 
 
Introductory comments: 
As the FSF stated in the introduction to our recent submission on the Discussion paper: 
Financial institution licensing fees under new conduct regime, the FSF has been strongly and 
consistently opposed to the entire CoFI Act since it was first mooted. It has always been the 
FSF’s view that sufficient other mechanisms and licenses existed or were in the process of 
being enacted or implemented that would regulate the conduct of financial institutions and 
that any conditions relating to conduct could be incorporated into one of the existing 
licenses already held by financial institutions without requiring a separate conducting 
licensing regime. That position has not changed. 
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As we have also said repeatedly, the FSF particularly disagrees with the application of the 
CoFI Act to NBDTs and small credit-related insurance providers such as those members 
represented by the FSF. In our view, no evidence exists to demonstrate that such small 
financial entities actually cause poor customer outcomes or exhibit poor conduct such as to 
justify the application of the conduct regime to them and we have provided substantial 
evidence to the contrary. 
 
Therefore, and to avoid repeating ourselves, we refer officials to the full text of the 
Introductory comments the FSF made to our submission on the Discussion paper: Financial 
institution licensing fees under new conduct regime on 26 October 2022. 
 
The FSF will now turn its attention to answering the questions raised in the Consultation 
paper. 
 
1. Do you consider that the draft regulations give effect to Cabinet’s decision to prohibit 

sales incentives based on volume or value targets? If not, why not? 
 
As the Consultation paper clearly states, consultation has already taken place on the 
approach to take to regulating sales incentives and Cabinet has made their decision with 
respect to this following that consultation.  
 
On that basis, therefore, the FSF agrees that the draft regulations give appropriate effect to 
the Cabinet decision to prohibit sales incentives based on volume or value targets. 
 
2. Do you have any comments on the examples chosen of a prohibited incentive and a 

non-prohibited incentive? 
 
The FSF considers that the examples provided in the exposure draft regulations are helpful 
in providing a guide as to what would be considered to be a prohibited incentive and what 
would be considered to be a non-prohibited one. 
 
3. Do you have any other comments on the way the draft regulations define prohibited 

incentives? 
 
The FSF has no further comment to make in respect to this. 
 
4. Do you have any comments on the definition of ‘relevant person’ in relation to a 

financial institution or an intermediary? 
 
Given that Cabinet’s policy decision has been made that the prohibition on giving incentives 
to a ‘relevant person’ has already been made and that Cabinet further decided that the 
prohibition would apply to a financial institution or an intermediary’s employees, agents 
and intermediaries (excluding senior managers and executives), the FSF believes that the 
draft Regulations adequately capture these decisions. 
 
5. Do you have any comments on the application of the draft regulations to senior 

managers and executives? 



The FSF does not believe that the draft regulations adequately imply that senior managers 
and executives of financial institutions will be exempt from the prohibition on incentives. 
Draft regulation 237C(2)(a) defines a ‘relevant person’ as being “an employee of the 
financial institution;” which could mean any employee of the institution including a senior 
manager or executive. It does not specify that the employee should be “involved in the 
provision of the financial institution’s relevant services or associated products” as the 
regulations 237C(2)(b) and (c) do with respect to intermediaries or agents of the financial 
institution.  
 
Given that the FMC Act only captures a person who is (directly or indirectly) involved in the 
provision of the service or the products and that the specific definition of ‘involved’ in the 
FMC Act means either arranging the contract or giving regulated financial advice, the FSF 
believes that the draft regulation 237C(2)(a) should be reworded to say: “an employee that 
is involved in the provision of the financial institution’s relevant services or associated 
products”. This is both consistent with the following two regulations – 237C(2)(b) and (c) – 
and provides sufficient clarity that senior managers and executives are excluded from the 
prohibition on incentives unless they are actually ‘involved’. 
 
6. Do you have any other additional general comments on the exposure draft 

regulations? For example, do you see any unintended consequences arising from the 
draft regulations in relation to any other matters? Are there any areas where the 
application of the draft regulations is unclear and could benefit from additional 
examples or guidance? 
 

The FSF has no further comments to make on the exposure draft regulations and can see no 
unintended consequences arising from them in relation to any other matters. The FSF also 
has no further areas to suggest where the draft regulations could be made clearer other 
than the suggestion made in the answer to question 5 above. 
 
 
Once again, the FSF is grateful for the opportunity to comment on the draft regulations. 
Please do not hesitate to contact me if there is anything further you wish to discuss. 
 
 

 
 
Lyn McMorran 
EXECUTIVE DIRECTOR 



 



 
  



 


