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Problem-oriented approach to supervision 4AFM

* In selecting which issues to work on and how to organize our work our
mission is leading, not the law.

* Our definition of a risk or a problem: every issue or development that
(potentially) causes detriment (or can contribute positively) to our desired
supervisory outcomes (consumer protection and fair and orderly markets).
This could be, for example, a behavioral pattern, ‘bad’ product, or a flaw in
the system.

* We believe that to be effective as a supervisor you need to be organized in
such a way that it promotes a broad, multiple level analysis of the market
and offers the flexibility to organize your resources around the problems that
you detect. Every problem requires a tailor made solution.
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Detect important problems and solve them AFM

Pick the most Our mission is leading: consumer protection and
important problems fair and orderly markets and a stable system

Carry out an integral Need to have deep understanding of the size and
problem analysis the shape of het problem

Define metrics Determine how to measure success

Often a mix of tailor-made interventions

Generate creative . .
and tools is required

solutions

Influence behaviour in Enforcement is means, not an end in itself

an effective manner
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Organisational structure AFM
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Supervisory divisions -> themes -> projects AFM

The activities of a supervisory division

Supervisory division consists of three ‘building blocks’:

Project Project — Projects that are clustered
FCE e HEICS Al around a specific overarching
supervisory theme. These
4 e o themes have a medium-term
Project  Project Project  Project horizon (typically 2-5 years).

OTHER PROJECTS

— ‘stand-alone’ projects that do not
Project Project fit within the strategic objectives

- of the themes (this includes firm-
Continious (legal) tasks specific projects)

— Continious (legal) tasks we have
to perform (inspections at
accountants, approval of
prospectuses)
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Prioritization and staffing AFM

* Once ayear the Executive Board decides

Themes on the supervisory themes
« Strategy & Policy and International Affairs

team leads this process

« Twice a year we prioritize projects within the
supervisory divisions

» Supervisory divisions are responsible for
their project portfolio

* Risk Analysis team assists with the
prioritization process and puts risks on the

agenda

* Project Management team assists
the divisions with the staffing of the
projects
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Risk framework (whole process) AFM

* Within team RA: from idea to well developed risks

* Within the Supervisory division: from risk to intervention

A4 sheet
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Identifying the risk or the problem

Ad hoc signals

- Observations account managers large
institutions

- Publications in the media
- Signals we receive through consumers

- Complaints by market participants

Structural analysis
- Business Intelligence tools
- Signal database analysis

- Self Assessments (questionnaires)
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Pro active research

- Research by team Risk Analysis

Other departments within the AFM
- License distribution
- Supervisory Service centre

- Transparency and information
supervision

- Strategy, Policy & international affairs
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Add risks to the long list AFM

Tenyg nax Risiooandse

Rigloodatabase - Kort

)| Riskoodatatase - Vol
§  Bitooins: ongereguierce

omiiggende densten iunnen
‘omuallen’

........

8 Belegqingsierzereringen

w— Main features:
» Online tool
F— =1 » Purpose: prioritising,
administering and monitoring
mmmee o+ risks. It gives oversight.
» Create an overall database
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Qualifying the risk or the problem AFM

Is the Yes

problem —> Project proposal
clear?

No

Further improvement
> problem definition by
analysis

Prioritize which problem
to analyse
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Analysis of the problem AFM

Two types of analysis:

 Quick scan: typically days of work to get more insightin a
problem

 Report: typically weeks of work to understand a market or dig
deeper into a problem to get it clear

Goal of the analysis is to put it on the internal agenda (or to take
It of)

The analysis consist of:

 Analysis on internal data

« External sources of research

* Input from other supervisors (central bank)
* Interviews
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Features of the Quick Scan

AFM Bitcoins: survey of features and risks

ik b unt

Key Points

This Quick Scan provises an cverview of the Sitcoin phencmencn. It Giscusses the risks for
consumers redated to the wider adoption of Bitcoins.

Section 3 Gescribes the main risks. Relevant in this context is that Bitcain i stil in its infancy. &
consequence of this is the emergence of significant risks relating o unstabie platforms [callapse of
parties, resulting in the evaporation of conzumers' Bitcoins], lack of liquidity (price manipustion],
consumers” limited knowledge about security [viruzes and hacking], and overpricing [bubble
rormation).

Owing to the Iack of effiient payment systems and the absence of accessible Bitcoin investment
produscts, agoption is currently low, 50 that the impact is limited. The probability of something going
wrong, such as = platform closing down or digital wallets being hacked is large. Despite the rapid
deveiopments involving Bitcoin. it is unlikely that this will rapicly lead to significant damage affecting
concumers or companies in the Netheriands.

The purpose of thiz document iz to encourage internal discuzsion. Qur proporsl iz to Mave wide-
ranging consultation, besed parthy on this Quick Scan, 1o Gecide whether the AFM should aodress the
Bitcoin i ana now i i

For the main sections of this document, we have trested the key festures of Bitcoins as being familiar to
readers. in case same are not immediately famikiar with festures such az mining, 24 milion or peer-fo-pesr
transactions, an introuction ta Bitecins iz provided in Appenia 4

Section 1 cescrives the relevant features of Bitcoin, and section 2 discusses the legal framework. Section 3 sets
ut the major risks. Firally, s2ction 4 cantaing the ions from the Risk Analysis Depe

1 The features of virtmal money and how Bitcoins relate to it

11 T levels of virtual currency: Bi
e Y
It ze2ms a if Bitcoin is dominating tocsy's digital currency picture. At the same time however, cther digital

currencies ke sppeared on the merket sz well. Same, Litecoins being one example, derive from B

oin s an apen scheme with (limited) impact on the real

= anal
are therefore besed largely on the same principles. Others have @ different basis, Athough this Quck Scan
facuses on Bitcains, it is worth distinguishing & number of categorias. The ECB usas three':

1. Closed virtual currency schemes
Under this heacing are those cmencies that scarcely imazct the resl economy. They are mostry sa-called in-
Goma caly currancies, which have value solely Within 8 computer game. An example iz the wellkrown game
Wiorld of Warcraft (Wow|, where WoW Gold iz emaloyed & the unit of cuency. It can only e esmec oy
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ain features:

Should contain:

= Key points; summary

= Clear definition of risks

= Proposal for follow up
Balance between adequacy
and effort

Low key instrument to:

= Spread/gather knowledge

= Faclilitate internal discussion
= Putrisks on the internal agen

a
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Determining the project portfolio AFM

Adtje: Vrag=nlijst thw het prioriteren van problemen/risico’s

Tl Tited progiesm,/project
| Contacperscan | M=am contactpersoon v beschikoear stelien meer achberzrondinformetis |
2 Problesmfrishco
Wait ks hat Formuleer het prodiesm,nisico zo specifiek mogsliji.
probbeem, risica?
Wat ks de omvang van het | Bammtificeer voor zover mogeijk het probiesm/rision. Mesk Djvoortesid pronk
probibeem risica? wain wantitstise mamsgens over markdomvans, vt markifalen, £ simalen ate
How tiet de onfwikkpling | Benosm hoe lang et problesm,risico &l bestast £n o je denkt cat het zich De Ghanese Viag: ing Voorstel voor Prioritering
van dit probleem, nsico wender mast ontaikielan |met an 2onder ingrijpen van de ons). Prioriteitensessie September 2012
o uit?
Dp welkie wijee & din Mozm zovssd mogediji stakehaoiders voor wie dit probleemyrisco sohedelilk is of
probbeam sico kan Zjn &n beschif de wijs wasnop Geze stakeholders betrokien oijn bij oit

schadelijic i woor wia 7 oroblesm.

Is & sanadacht vanult de | Te denian valt san politiske of media sandach Ui dis vanurt
mantschapp voor dit Seangenorganisaties wordt pevoerd et
probbeem, risico?
Als wil ndets met dit Deank bifwoorbesid man toskometize © \ A, raputstisrisico. Moz
probbeem risioo dopn, ey ce haunting guestions: I -V z A e s, oo hish
hoa groot & de kans op j niks ger 3= Als j et W Q ovn b e daw niks gedaas [of
i questions? el opgelos]F Q
4. Strategie a
Op welkie wijze past dit Geef man bij we? .mynzioe hoort &n hoe dit past bij de [Totaal aantal fte's betrokken afdelingen bij prioritering alle groens projecten s zm oam m
onderwerp in de strategie | sraege. o [re e —— [ — 5502 1 3
van de onze organisatie? s Cireen Orrsteberen [ 205,20 1 1 B
Heaft dit probleem/rskco | Seschr <& waann dit problssmyrison past &n e wize waaron | . P e Frr B B
verband met andere hetp. +tand houdt met andere problemen. e — o | L s "
probl frigico’s?
Jass Het meisie dat alizen maar witts chosoluds lust [ R 5
| 5. Doelstellingen, actviteiten en vers3chie effecten [ s sl 7l ieas s .
Doeknelingen Bmschriff ca doaistalinzan var hat projec. " R Tek § [winecg b 4
Activiteten Geef san welke actviteiten [op hoofdlijnen] nodig 2in om ket probleemy’ het
mmarictfalan kisinar te maken (indien van toepassing: specificesr hoe arnekening

[gehouden wondt met het krachienveld {wens of juist weerstand| vanuit de
maatsosnm] Edame stmkahoiders]

Verwachls concress Beschnff welke effecten [op het prodleem, | belanghebbenden, skc) voortviceien

efecten it de poiiviteiten. Geef ook 3an hoe, &n wannesr, deze efecten incomeijk
wonden pemsskt

6. Capaciteit

Aantal medewerkers ‘Geaf een indicatie wan het sankal medewerkers, £n het peroenkaze wan bun tiid,
gt woor het project beschikbear most Sin.

Type medewerkers iGaaf hier het type medewerker san dat hat project kan uitvosnan. Van balsng
Eunnen zijn ce ispenieden, senioriteit e mogeijle projectrolien voor de
msdemsrkars

Aantal d 1Gerf hier de veramchie/benodizde looptjd van het projed: 2an.
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Challenges AFM

e Putting risks on the internal agenda that do not
fit in one of the supervisory divisions

* Flexible staffing
* Usage of data in supervision
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Questions?




