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lYon-bank deposit takers løndscøpe

o NZ NBDTs= 106 in total
Cred¡t Unions: 31

Building Societies 9

Finance Gompanies 66

o AU ADls: 193 in total
Includes Banks and specialised firms, but
excludes Finance Gompanies
Gredit Unions 118

Building Societies 11

Banks and payment providers (64 all together)



Chøllenges ín the Ì{on-Bank Sector
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ßøckgroúlnd to law change

o RBNZ raised concerns about
sector 2003

o 2004 Financial Sector Assessment
Programme

o Number of failures in sector 2007



RBIYZ Amendment Bill #3

o lntroduced new Part 5D
o For the purpose of:

A sound and efficient financial system; or
Avoiding s¡gnificant damage..from failure
of NBDT

o Extended trustees as the 'frontline'
supefvrsors
Requires a review within 5 yearso



Part 5D of RBIYZ Act

o Requires NBDTs to have:
a risk management plan (September 2009)

a cred¡t rating (March 2010)

appropriate governance arrangements
(not in force)



Pørt 5D of RBIYZ Act

o Enables regulations:
Gapital requirements (O3 20101

Related party requirements (O3 20101

Liquidity requirements (43 20101



ã

Establishíng the regime

o So far consulted on requirements
for:

Gapital;

Related Party;

Gredit Ratings; and,

Risk management.



'Second' Bill to come

o Main components
Licensing powers for RBNZ

F¡t and proper powers
Grisis management powers

o To be introduced this year



Sectíon 157C

o Section 157C defi nes a (Non-bank)
deposit taker:

Offers debt securities to the public in NZ; and

Garries on the business of borrowing and lending,
or providing financial services, or both.

o Enables the RBNZ to declare a
person or class of persons to be a
NBDT



157C issues

o Deliberately wide
o Raises'boundary' issues:

Gorporate bond issuers
'Conduit' issuers
Payment providers
Australian (and other) issues to NZ market

'Moratoria' companies
Companies without trust deeds



RBIVZ Approøch

o Exemption powers
ln part or in whole

o On the other side 'get in' powers
o Extensive policy development on

boundary issues
o And subsequent communication
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updated from t¡me t0 time lo rellect any development or change in the Rwrve Bankt pol ry stance.

illustrates the Rffirue Bank's general policy pæition, although any apphcatron lor an exemptLon wrll be considered on a case-by-ææ basis,
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Rserve Bõnk lo be deposit takeß.

but not üìe credit rating requirement. To be eligible for thse semptiore a funding conduit is upeded to have all of the followrnq attrihutesl
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Funding conduits

it is a wholly owred subsrdrary;

its primary purpse rs to on-lend all (or at least 95%J of the funds rarsed to ils parent or groupi

its deh suriti* ¡re unconditionally guannleed by its parenti

the Þarent is party to a listing ðqreement wiûì a regislered exchange and has an established pr*ence or track record in lhê market it operatæ in; ðnd

neither the parent nor any member of the group is a financial inslilution (ös deiined ln lhe Act),

Pàyment facilrty provlders A genurne payment facilily provrder may be uempted subject to c0nditions (upon application to the Reærve Bðnk) f¡om ¡ll thc non-b¡nk depssit tðker requirements.

ln order to be eligible lor an *emption, a payment lacr|ty provider is äpected t0 have all of the followtng attribuler

It do* nol provide any other tinancial sewrce apèrt trom thðl of a payment facility;

Its payment facìlityr
. is a call security, i.e, the balanæ is repayable on demand;
. æn be used tn a similar way to æsh, i,e. to mke payments for goods and seruic*;

' dffi not pay rnterest to the holder of the payment facility; and,
. dos not form part ol another financral product e.q. the facilrty ænnot be used by the holder io obtdin credit.

Entities *empted under the
Secur¡tis Act 1978

The following provisions of the Act rqurre non-bank depost takers to meet regulàtor requrrements lhðt are imposed through trust deeds (once rlcvant rcgulations are in force):

Section 157P which relðtes to m¡nimum cðpilal;

Sechon 157s whrch relates to a capital ratio (regulations are expected to be promulgated In 2009)j

Section 157V which relates to d maximum |mit on exposure-c to related parties (requlations are expected to be promulgðted ¡n 2009)j

Sertion 1572 whictr relatæ to liqüidity requirements (regulÈtioffi are expested to be promulgated in 2010).

must eitherl

. adopt ð kust dæd in a manner that æmplies with both the Strurities Act and the Act; or

'apply to the Ræerue BÈnk for an exemption lrom those sedions listed above.

required under sl571',1.

/ t*c¿cho rt100% .



Obligutíons on trustees

o Ensure requirements in trust
deeds

o Attest to compliance
o D¡sclose information
o Hefty penalties r up to 200k



Lookingforwurd

o Five year review - trustee cus
For most NBDTs regulations are
manageable

o Exemptions wi ll be the exception
o Bigger issues loom for some:

funding post DGS

Public confidence in pre-crisis business
model


