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Financial Markets (Conduct of Institutions) Amendment Bill:  Further 
Policy Decisions and Regulations

Portfolio Commerce and Consumer Affairs

On 9 February 2022, the Cabinet Economic Development Committee (DEV):

Background

1 noted that the Financial Markets (Conduct of Institutions) Amendment Bill (the Bill), which
introduces a new regulatory regime regulating the conduct of financial institutions, was 
reported back to the House on 7 August 2020 and is awaiting the completion of its second 
reading;

2 noted that on 14 April 2021, DEV agreed to the release of two discussion documents on 
outstanding aspects of the new conduct regime, and invited the Minister of Commerce and 
Consumer Affairs to report back on the outcome of the consultation and with proposed 
policy changes [DEV-21-MIN-0063];

Supplementary order paper

3 agreed that the scope of the Bill’s provisions relating to intermediaries should be limited to 
intermediaries involved in the sales and distribution of the financial products and services 
covered by the Bill;

4 agreed to remove the obligations on financial institutions to train and manage or supervise 
their intermediaries;

5 agreed that financial institutions must have, and implement, effective policies, processes, 
systems and controls regarding their distribution arrangements, including sales and 
distribution activities carried out by intermediaries, to ensure they comply with the fair 
conduct principle;

6 noted that the Lloyd’s insurance market has a unique structure, and that the Bill’s 
requirements do not apply naturally to Lloyd’s market participants;

7 agreed that the conduct obligations in the new regime will apply to Lloyd’s managing 
agents and not to underwriting members;

8 agreed that financial institutions be required to take into account the potential for consumers
to be in vulnerable circumstances when developing their conduct programmes;
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Regulations

9 agreed that financial institutions and intermediaries be prohibited from offering sales 
incentives based on volume or value targets to their employees (except senior managers and 
executives), agents and intermediaries;

10 agreed that the minimum conduct programme requirements for Lloyd’s managing agents be
prescribed in regulations;

11 agreed to regulations exempting Lloyd’s underwriting members from the requirement to be 
licensed, on terms and conditions that include obligations imposed on Lloyd’s managing 
agents;

12 agreed that the exemption regulations can specify the consequences of breaching terms and 
conditions, including imposing civil liability directly on managing agents, and removing 
liability on underwriting members;

13 authorised the Minister of Commerce and Consumer Affairs to make decisions on the terms
and conditions of the licensing exemption for Lloyd’s underwriting members and conduct 
programme requirements for Lloyd’s managing agents;

14 agreed to declare that insurance contracts are ‘financial products’ for the purposes of the 
fair dealing provisions in Part 2 of the Financial Markets Conduct Act 2013;

Legislative implications

15 invited the Minister of Commerce and Consumer Affairs to issue drafting instructions to the
Parliamentary Counsel Office to give effect to the above paragraphs;

16 authorised the Minister of Commerce and Consumer Affairs to make additional policy 
decisions and minor or technical changes, consistent with the policy intent of the above 
paragraphs, on issues that arise during the drafting of the supplementary order paper and 
regulations.

Janine Harvey
Committee Secretary
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