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 Introduction  

1. This Submission is from Trustee Corporations Association of New Zealand Inc ("TCA” or “the 

Association") in response to the Treasury Consultation Document: Safeguarding the future of 

our financial system: The role of the Reserve Bank and how it should be governed dated 

November 2018 (“Consultation Document”).  We are available to meet with Treasury to 

discuss our Submission.  We can be contacted at: 

Trustee Corporations Association of New Zealand Inc 

Level 6 

191 Queen Street 

Auckland 

 

PO Box 10 133  

Wellington 6143 

 

Attention:   David Brown Douglas 

2. TCA is a long-established association representing all licenced Supervisors which supervise 

Non-Bank Deposit Takers (“NBDTs)”.  The Members of the TCA are Public Trust, Trustees 

Executors Limited, The New Zealand Guardian Trust Company Limited and Covenant Trustee 

Services Limited. Anchorage Trustee Services Limited is an associate Member of TCA. 

3. TCA maintains relationships with government ministries, regulatory bodies and financial sector 

groups.   

4. TCA Members also provide prudential supervision for a wide range of investment products 

and financial arrangements through various legal structures appropriate for the particular 

product offered.  In certain instances, Managed Investment Schemes and Debt issuers 

(including NBDTs) must appoint a Supervisor to meet regulatory requirements before an offer 

of a financial product can be made to the market.   

5. All TCA Members are licensed under section 16 (1) of the Financial Markets Supervisors Act 

2011 to provide prudential supervision of a wide range of investment products and financial 

arrangements. Not all licence holders are Members of TCA.   

6. As at 30 June 2018, TCA Members supervised funds in excess of $380 billion. 

7. TCA appreciates this opportunity to comment on the Consultation Document. 
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Comments on the Consultation Document 

8. Attached below are our responses to the specific questions.  However, we preface this with 

some general comments which provide the context within which our specific answers are 

given. 

General Comments 

Core Issue – Effective supervision 

9. TCA notes that in 2012, the Reserve Bank (“RBNZ”) reviewed NBDT supervision and that 

much of what TCA submitted in that consultation still stands today.  

10. The core issue from TCA perspective is to identify the most effective supervision model for the 

NBDT sector and those entities best positioned to provide this supervision.  This is a sector 

that we believe the incumbent licenced supervisors are best suited to continue supervising 

because: 

• it is made up of much smaller (compared to banks) and quite disparate entities, so a “one 

size fits all” approach to supervision is not appropriate. The Supervisors’ ability to 

frequently and closely interact with and tailor supervision activities is crucial to ensuring 

that idiosyncratic risks are addressed; 

• the entities are generally not large enough to have in-house teams who are dedicated to 

regulatory compliance, so a partnership assisting them to be aware and provide guidance 

on the understanding of, as well as robust supervision of, outcomes is needed and that is 

what licensed supervisors are experts at;  

• the setting of prudential regulation and the supervision of adherence to that regulation 

should ideally be carried out separately, to the intent that the regulator can concentrate 

on systemic risk, and the supervisor  can concentrate on investor protection within an 

entity. Noting that supervisors currently have significant fiduciary duties to depositors of 

each NBDT; 

• We do consider that there is scope for the RBNZ’s resolution powers in respect of 

NBDTs to be increased or clarified in circumstances where the supervisor (or certain 

other parties) have identified a serious problem, particularly in respect of those NBDTs 

that provide day-to-day financial services to depositors that are akin to a registered bank. 

While TCA do not consider that these types of NBDTs are systemically important, we 

suggest that the RBNZ having resolution powers similar to those available in respect of 

registered banks could, in some instances, result in better outcomes for depositors in 

these types of NBDT’s than applying current supervisor powers such as receivership. It 

would also assist in mitigating contagion risks; 

• TCA also notes that (naturally) the consultation document compares and contrasts New 

Zealand’s current regulatory and supervisory model to other jurisdictions, in particular 

Australia, with an implication that because our model is different it is possibly  

substandard. TCA urges both RBNZ and Treasury to be mindful of ‘group think’ and/or 

‘tick box’ analysis. We are mindful that many of the issues identified in the ‘Hayne 

Enquiry’ appear to have occurred in part due to a lack of focused oversight of regulated 
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financial institutions. We submit that the benefits of independent supervision by 

commercial and licenced independent supervisors with separate and significant fiduciary 

and legislative duties to depositors of each regulated product or licenced entity should not 

be overlooked and in fact could be a regulatory model that other jurisdictions could 

benefit from. . 

 

Costs 

11. The costs are obviously relevant but, in TCA's view, they are not a decisive factor.  TCA 

believes the costs of supervision are unlikely to differ significantly in either model. Current 

supervisor costs in the sector are in fact quite modest, and subject to competitive pressure.  

There will be an additional cost, inherent or explicit, in supervision by the RBNZ alone.  

Therefore, the discussion should be based on the merits of the method of supervision rather 

than of cost. 

 

Not homogeneous 

12. The NBDT sector is not homogeneous in that its  participants, finance companies, building 

societies and credit unions, differ considerably in the nature and scope of their activities, their 

size and indeed culture.  A "one size fits all" supervision model is not appropriate in such a 

diversified sector and the ability to engage closely with and to tailor supervision activities is 

vital to ensuring timely identification of issues balanced with cost efficiency. 

Objectives 

13. In relation to the high-level financial objective referred to in the Consultation Document, i.e. to 

promote the maintenance of a sound and efficient financial system, some participants in the 

NBDT sector are clearly riskier than others.  In particular, finance companies, which do not 

offer cheque accounts or ATM facilities, are less significant because they are not transactional 

unlike credit unions and building societies.  Credit union and building society activity is more 

akin to that of registered banks rather than that of finance companies but due to their small 

size, individual cultures (which are driven partly by specific customer demographics) and lean 

governance structures (there is rarely a budget for teams or persons dedicated solely to 

regulatory compliance), are still better suited for the close supervision provided by a “hands 

on” licensed supervisor.  This type of concentrated supervision, which is carried out daily in 

certain circumstances, is TCA members’ expertise.   

14. TCA questions whether those entities that do not have cheque accounts or ATM activities 

would be a threat to the macro objectives of the RBNZ.  If that is so, then the objective of 

supervision for these entities is simpler but still requires ongoing demanding supervision to 

ensure first, that they remain financially sound and secondly, that the risk of investing in them 

is correctly disclosed, as with any other Debt issuer under the Financial Markets Conduct Act 

2013 (“FMC Act).   

15. It is TCA’s view that prudential regulation and individual supervision should ideally be carried 

out by separate and unrelated entities with one concentrating on systemic risk and the other, 
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subject to its statutory reporting obligations, concentrating on investor protection in respect of 

each entity and/or regulated product. 

 

Supervisor model appropriate 

16. It follows from the above that the trustee supervisory model of "hands-on" micro supervision, 

which involves regular liaison with an issuer and its management (including directors) site 

visits and tailor-made trust deeds (having regard to the size, structure and activity of the 

entity), is a necessary and appropriate part of effective supervision of this sector. 

17. The specific objective for the supervisory model is to provide investors with confidence that 

their investment is subject to effective supervision which protects their interests. The frontline 

supervisor has the capacity, industry knowledge and experience to undertake effective and 

risk-based frontline monitoring of issuers in a timely and cost-efficient manner. 

18. Recent changes in financial services legislation have been to ensure greater focus is placed 

on the interests of consumers/investors. As supervisors act on behalf of investors, and are 

already investor focussed, it seems incongruous to move away from this model to one which 

only provides systemic oversight. 

19. A change in the supervisory model to one where there is no independent supervisor and the 

RBNZ solely responsible for all deposit takers, may have unintended consequences such as a 

reduction in investor confidence in NBDTs. This is because the focus for the RBNZ is wider 

and more systemic than individual NBDTs and their investors.  

20. There are many benefits to the current model, including: 

a) The flexibility of supervisor-based supervision, meaning that ongoing supervision can 

be tailored to the risks of a particular issue and that the various legal structures 

developed over years of experience can be applied to suit the particular needs of 

issuers;   

b) Supervisors are close to the market, have a good knowledge of the areas they 

supervise, have good working relationships with issuers, advisors and regulators, 

andhave a long history of trustee and supervisory experience through various regimes 

and regulation.  Much of this knowledge is institutional; 

c) The supervisor model currently ensures that an experienced independent third party, 

with the core focus of protecting the interests of investors (compared to the current 

macro role of the RBNZ to set prudential regulation to safeguard the financial system), 

has the requisite skills and competencies to carry out that role and conduct itself 

competently. 

21. The Financial Markets Authority (“FMA”), as the licensor of supervisors, has appropriate 

supervision and enforcement functions and powers to ensure accountability for the effective 

discharge by frontline supervisors of the legislative objectives. 
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Reserve Bank as the Regulator contradicts current policy initiatives 

22. TCA is concerned that the option of the RBNZ  supervision alone is either a dramatic change 

from or inconsistent with  all other relevant current policy initiatives relating to supervision 

implemented successfully over the past ten years, being the licensing of supervisors, their 

oversight by the Financial Markets Authority (“FMA”) and the acceptance and tacit 

acknowledgment of the advantages of the supervisor model in New Zealand in the recently 

introduced Financial Markets Conduct Act 2013 (“FMC Act). The rationale for the change has 

been the delegation of front-line supervision to licenced specialists, with the regulator 

concerned primarily with high-level conduct and governance. This has been supported by 

regulators being provided with increased powers to take certain actions/resolutions in the 

event the front-line supervisor or certain other parties identify serious problems or issues. TCA 

is concerned that RBNZ only supervision would be a glaring inconsistency with the above 

direction.  The NBDT supervisory regime should reflect current thinking on the above policy 

settings.  The experience of this record of supervision and the interaction with the RBNZ over 

the last seven years has, from TCA’s perspective, been very positive. 

 

Technical Challenges that may arise within the regulatory framework 

23. The RBNZ alone option would have some significant technical challenges as conflicts of 

interest may arise. Participants in the NBDT sector often need to give charges (security 

interests) to support their borrowings.  As a matter of law, that charge needs to be held by a 

representative of the entity's investors.  The Supervisor traditionally holds the security charge 

and acts in the investors’ interests. In any enforcement situation, if there was no independent 

supervisor, the entity's creditors would need their own appointee to act in their interests as the 

paramount interests of the RBNZ would be national macro objectives.  It is noted that typically 

the supervisor has the power to take legal action, amongst other powers, duties and 

obligations, and in turn, can itself be, and has been, sued.   

24. The duty to act in the best interests of investors of each NBDT or regulated product could be 

in conflict with the RBNZ’s high level objectives.  If this issue is not resolved, additional 

disclosure of the risk that NBDT investors take would have to be made. 

25. Supervisors are required to act in investors’ best interests.  As noted previously, the 

supervisory role has an overlay of trusteeship and stewardship (including custody of assets). 

This forms part of the supervisors’ duty to act in the best interests of investors and implies a 

degree of pragmatism which supervisors are best qualified to exercise, and do exercise, given 

their years of experience in the sector.    

26. Supervisors are experienced in speaking for investors, calling meetings, acting in the 

protection of their interests and, where appropriate, involving investors in the decision-making 

process.  They can also, where appropriate, act in concert with the RBNZ to support the 

desired outcomes and have done so on a number occasions to provide optimal outcomes for 

investors. 
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27. Supervisors help to address information asymmetries.  Because they work closely with issuers, 

they receive more information and can appoint experts in law, accounting, finance and risk to 

seek guidance on any technical issue.  

28. Supervisors often act in a co-ordination role between RBNZ, FMA, auditors and 

industry/regulatory bodies (e.g. the Registrar, etc). As such, supervisors bring together the 

regulatory, prudential, conduct and financial disclosure obligations with a macro prudential 

lens using a risk-based approach. This coordinating central function would be lost without 

supervisors. One of the criticisms of the regulation of finance companies pre GFC was that 

regulatory efforts were not co-ordinated. The FMCA has largely addressed this by embedding 

the role of the supervisor as the central point providing front line supervision.  Supervisors 

have statutory duties to report to the FMA and the RBNZ and both regulators have the ability 

to instruct the supervisor to undertake certain actions.   

29. Currently, the FMA has the ability to take legal action against a supervisor for failure to carry 

out its role e.g. where such failure has led to investor’ losses. This power could be extended to 

the RBNZ. TCA welcomes robust oversight of supervisors from regulators and notes that 

along with significant fiduciary duties there are strong commercial incentives for supervisors to 

perform their obligations to a high standard.  

30. Removing supervisors would create inconsistency with other FMC Act regulated products 

(Debt and MIS).  
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Table 1: Attributes and indicators of best practice regulation 

Attributes Submission 

Growth compatible: Economic 

objectives are given appropriate 

weightings relative to other 

specified objectives, including 

factors contributing to higher living 

standards.  

Implementing a tiered approach, with clear paths between the tiers, 

will allow smaller entities to enter the market and grow over time. 

Small NBDTs exist because certain demographics within NZ are 

not well served by banks. They also serve as competition to the 

large banks and this competition helps customers receive better 

service and rates.   

Proportional: The burden of rules 

and their enforcement should be 

proportional to the issues being 

addressed and the expected 

benefits of the regulation.  

NBDTs are a relatively small part of the NZ financial system. They 

are subject to similar requirements as banks regarding capital 

(Basel 2 light), credit ratings and risk management and are 

proportionate to their size and scale. The existing prudential 

requirements (including supervisors) work well and are well 

understood by participants.     

Flexible, durable: Regulated 

entities have scope to adopt cost 

efficient and innovative approaches 

to meeting legal obligations.  The 

regulatory system has the capacity 

to evolve in response to changing 

circumstances (such as market 

disruptions).  

The RBNZ should be given further powers to designate entities in 

and out of the regulatory perimeter subject to it being consistent 

with the RBNZ’s stated purposes. It should be noted the use 

governing documents (trust deeds) and trustees/supervisors to 

supervise the risks specific to those entities is an efficient way of 

implementing certain restrictions and controls alongside ensuring 

efficient oversight. Using contractual terms provides flexibility and 

can be tailored to the entity or entity types, the risk and the 

regulatory issue that is being addressed. This is increasingly 

important as disruptors including blockchain and fin tech rapidly 

create new ways of doing business. It is very difficult and protracted 

to change or implement legislation to capture these entities. In 

comparison, supervisors’ governing documents are nimble and 

adaptive and using supervisors and governing documents could be 

more efficient, flexible and durable particularly in the earlier stages 

of new financial services and product innovation. 

Transparent, accountable: The 

development, implementation, and 

enforcement of rules are 

transparent (clear and easily 

understood by all those affected).  

Supervisors have clear accountability to the FMA and the RBNZ. 

The enhanced status quo option should develop accountability and 

transparency in the RBNZ’s use of its new powers.  

 

Capable regulators: The regulator 

has the people and systems 

necessary to operate an efficient 

and effective regulatory regime.  

Supervisors are close to the market and the entities they supervise.  

They have a good knowledge of the areas and issuers they 

supervise and good working relationships with market participants, 

as well as capacity and a long track record, It should not be 
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assumed that regulators (or government) can perform such 

supervisory functions any better than licenced commercial 

supervisors.  

 

 

Mark Jephson 

Chairman  

Trustee Corporations Association of New Zealand Inc 

 

25 January 2019 

 

[1]
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Consultation Document:  Safeguarding the future of our financial system: The role of the Reserve Bank and 
how it should be governed 

Submission by Trustee Corporations Association of New Zealand Inc 

Chapter 3:  Who does the Reserve Bank regulate and how should the regulatory perimeter be set? 

No Questions Submission 

3. What are your views 

on the costs and 

benefits of moving 

from the current 

perimeter to an ADI 

type framework?  

Based on your views, 

is this an issue worth 

pursuing? 

We support an enhanced status quo, with a tiered licencing system that supports competition and efficiency. We support a 

flexible regulatory perimeter, which includes the use of macro-prudential tools.  

Simplifying the deposit taking framework: New Zealand currently has two parallel regimes that regulate deposit takers: 

the banking regime and the non-bank deposit taker (NBDT) regime. Chapter 3 asks whether it would improve the 

efficiency and coherence of the current perimeter to regulate both the banking and the NBDT sectors under the same 

framework.  This would be consistent with the approach in a number of other jurisdictions 

In our opinion, having a tiered (but aligned) approach is appropriate. If all deposit takers were subject to the same “one 

size fits all” supervision, the compliance cost burden would be insurmountable for small entities. It would also lead to 

consolidate the market dominance of the existing Australian owned banks, reduce competition and create significant 

barriers to entry for new participants.  

Building flexibility into the regulatory perimeter:  in the wake of the 2007/08 global financial crisis (GFC), there has 

been growing recognition of the risks to financial stability of firms that do not fit neatly into existing regimes, such as 

‘shadow banks’ or FinTech.  It may be desirable to provide greater flexibility for the perimeter to adjust or develop over 

time.  This could include the use of macro-prudential tools on entities that are currently outside the traditional prudential 

perimeter. 

We agree that there should be flexibility in the regulatory perimeter. The RBNZ should be given the power to flex the 

perimeter by designating entities to be subject to the regime. Supervisors could be appointed to those who are designated 

in to the regime and their role tailored to suit the circumstance. TCA supports a functional approach which includes 

bringing financial market infrastructure within the regulatory perimeter.  
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We support a framework based on the following: 

 

A licensing framework that aligned compliance requirements with each financial firm’s risk and scale.  The Reserve Bank 

would regulate and supervise all these firms and, in line with developments in other jurisdictions, the framework could 

include a restricted or transitional licensing regime.  The need for a simple yet flexible core regime is likely to grow given 

changes happening in the financial sector, including the increased use of technology (Fintech).    

 

An important boundary issue would be whether longer-dated debt securities issued through the capital markets (e.g. 

debentures) would be considered deposits.  They are not treated as deposits in either Australia or the UK.  If this approach 

were followed in New Zealand, it would move some finance companies out of the perimeter for prudential regulation.   

 

Finance companies should be included in the framework, they should continue to be licenced by the RBNZ and 

supervised. This would allow an easier link to deposit protection.  

 

Suggested enhancements   

 

1) RBNZ to have the power to recommend to the Minister of Finance that a statutory manager should be appointed 

to a NBDT. Currently the RBNZ can do this with banks under the RBNZ Act, but it is up to the FMA to recommend 

to the Minister of Commerce to appoint a statutory manager to a NBDT under the Corporations (Investigations 

and Management) Act 1989. Further consideration should be given to the ability of a RBNZ board being given 

this power going forward; 

2) RBNZ can apply the Open Banking Resolution “OBR” to NBDTs. This aligns with their OBR powers in regard to 

banks;   

3) RBNZ assumes on the powers of the Registrar of Friendly Societies and Credit Unions under section 89 (power to 

appoint inspectors or call a special meeting), section 90 (power to apply to put NBDT into liquidation) and 

section 91 (power to forbid new business or the accepting of new members of society) of the Friendly Societies 

and Credit Unions Act 1982 (“FSCU Act”) if the Credit union is a NBDT. The Registrar has these powers for historic 

reasons (it was the sole regulator of credit unions). Having the RBNZ, FMA and the Registrar with regulatory 

powers creates complexity and uncertainty. The Registrar is not well resourced as a regulator and the powers 

best sit with the RBNZ;   

4) RBNZ to be given the power to force a Transfer of Engagements between credit unions with a court order.  There 

are times when a distressed credit union may have insufficient time to comply with the statutory timeframes in 

the Friendly Societies and Credit Unions Act;   

5)  RBNZ to become a lender of last resort (“LoLR”) to support liquidity with NBDTs. This aligns with its LoLR powers 

in regard to banks;   

6) RBNZ to be given further powers to designate entities in and out of the regulatory perimeter. This allows the 

regulatory perimeter to flex. The FMA currently has similar powers through  the Financial Markets Authority  Act 
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2011; and  

7) RBNZ to apply macro prudential requirements to NBDTs. This aligns with its powers in regard to banks and would 

ensure that all entities performing similar functions are caught.    

 

4. Is new legislation the 

most appropriate 

way to adjust the 

prudential perimeter, 

or could a timelier 

mechanism be 

better? What 

accountability 

processes would be 

necessary to 

accompany any new 

mechanism? 

We believe that that the RBNZ should be given the power to designate entities into and out of the regulatory perimeter.  

This would allow the RBNZ to be flexible and include fin techs by designating them to be included in regulation. Trust 

deeds can be modified to suit the circumstance and address the specific risks of the entity (eg fin tech). This is a much 

faster and more efficient approach than needing to change legislation to fit the entity being regulated.  

Any accountability mechanism would need to be spelt out in legislation, making it clear the role of the RBNZ as regulator, 

and that of supervisors.  This approach is working well under the FMC Act, and is clearly understood by market 

participants. 

Chapter 4: Should there be depositor protection in New Zealand?   

No Questions Submission 

5. Have the key 

benefits of the status 

quo and the 

identified depositor 

protection options 

been correctly 

identified? 

Yes 

 

6. Is the high-level 

assessment of the 

risks and costs 

under the status quo 

Yes 
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No Questions Submission 

and the identified 

depositor protection 

options reasonable? 

7. On balance, do the 

arguments support a 

case to progress 

work on depositor 

protection in New 

Zealand? Why or 

why not? If yes, 

which protection 

approach do you 

prefer and why? 

We prefer an approach that includes: 

 

Protecting depositors with a preference  Under a depositor preference regime, some or all of protected depositors’ 

claims on a bank would be paid out before the claims of other general creditors.  This would be achieved by permanently 

altering the legal framework of claims to rank depositors preferentially.  Depositors with a preference would be less likely 

to lose money, but would by no means be immune from loss.   

 

Option 2: Investors in credit unions and finance companies in New Zealand already have some protection in this area. A 

first ranking GSA given by a credit union or finance company is registered on the Personal Property Securities Register in 

the name of the supervisor which holds it on their behalf. This is a key security for investors and should be retained.    

 

 Protecting depositors with insurance A deposit insurance scheme (sometimes called a guarantee or compensation 

scheme) would pay eligible depositors up to a pre-set maximum or ‘coverage limit’ (e.g. $50,000 per depositor per bank) 

if their banks failed.  Insurance could be stand-alone or combined with a preference.  It would be available to any eligible 

depositor who was exposed to loss, no matter which resolution method was used for their bank.  Depositors who did not 

qualify for insurance, or whose deposits sat above the coverage limit, could still lose money.  Insurance would be 

compulsory, and depositors could need to pay premiums to fund the scheme through their bank fees.    

 

Option 3: We support insurance for all entities regulated by the RBNZ which take money from the public. Deposit 

Insurance could be set at $150,000 NZD initially with a mechanism for regular review and adjustment when necessary 

 

8. (To the extent 

possible) what are 

the potential 

implications of your 

preferred approach 

to depositor 

protection, for 

depositors, other 

Our approach will retain the current protections of depositor preference for credit unions and finance companies with no 

additional cost or implication.  

Deposit Insurance will cost whoever bears the responsibility of paying the premium. We assume that the costs will be 

passed on to depositors.    
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No Questions Submission 

bank creditors and 

investors, banks and 

other financial firms, 

taxpayers, and the 

operation of the New 

Zealand financial 

system? 

9. Are there any 

alternative protection 

options, design 

principles, or 

complementary 

policies that could 

improve outcomes 

for the stakeholders 

identified above? 

No comment.  

 

Chapter 5: Should prudential regulation and supervision be separated from the Reserve Bank   

No Questions Submission 

10. In your view, have 

the key conceptual 

arguments both for 

and against 

assigning a 

prudential role to a 

central bank been 

considered? If not, 

Yes 
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No Questions Submission 

what other important 

arguments are there? 

11. In the New Zealand 

context, are there 

any significant 

problems associated 

with locating 

monetary and 

prudential policy 

within the Reserve 

Bank (i.e. the status 

quo)? If so, how 

would ‘separation’ 

address these 

problems? 

No comment.  The status quo is working well. 

12. Do you agree that 

the three alternative 

models for 

institutional 

arrangements 

(NZPRA, NZFSA, 

and ‘enhanced status 

quo’) are the correct 

options to consider? 

If not, please suggest 

any alternative 

options of 

institutional 

arrangements not 

We support the enhanced status quo for the reasons outlined above.  
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No Questions Submission 

discussed here.  

Please indicate your 

preferred option, and 

your reasons for 

preferring it.   

13. What do you 

consider would be 

the main impacts on 

relevant stakeholders 

(industry, ordinary 

depositors etc.) 

arising from each 

option? 

No comment 

14. Do you agree with 

the evaluative criteria 

and the assessment 

of the three options? 

If not, please suggest 

any evaluative 

criteria and/or 

alternative 

assessment you 

think should be 

included here. 

No comment 

15. If the ‘enhanced 

status quo’ is your 

preferred option, 

what features of this 

As noted above: 

Suggested enhancements:   

 

1) RBNZ to have the power to recommend to the Minister of Finance that a statutory manager should be appointed 
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No Questions Submission 

option are likely to be 

most important in 

addressing any 

problems you might 

see with current 

arrangements? 

to a NBDT. Currently the RBNZ can do this with banks under the RBNZ Act, but it is up to the FMA to recommend 

to the Minister of Commerce to appoint a statutory manager to a NBDT under the Corporations (Investigations 

and Management) Act 1989. Further consideration should be given to the ability of a RBNZ board being given 

this power going forward; 

2) RBNZ can apply the Open Banking Resolution “OBR” to NBDTs. This aligns with their OBR powers in regard to 

banks;   

3) RBNZ assumes on the powers of the Registrar of Friendly Societies and Credit Unions under section 89 (power to 

appoint inspectors or call a special meeting), section 90 (power to apply to put NBDT into liquidation) and 

section 91 (power to forbid new business or the accepting of new members of society) of the Friendly Societies 

and Credit Unions Act 1982 (“FSCU Act”) if the Credit union is a NBDT. The Registrar has these powers for historic 

reasons (it was the sole regulator of credit unions). Having the RBNZ, FMA and the Registrar with regulatory 

powers creates complexity and uncertainty. The Registrar is not well resourced as a regulator and the powers 

best sit with the RBNZ;   

4) RBNZ to be given the power to force a Transfer of Engagements between credit unions with a court order.  There 

are times when a distressed credit union may have insufficient time to comply with the statutory timeframes in 

the Friendly Societies and Credit Unions Act;   

5)  RBNZ to become a lender of last resort (“LoLR”) to support liquidity with NBDTs. This aligns with its LoLR powers 

in regard to banks;   

6) RBNZ to be given further powers to designate entities in and out of the regulatory perimeter. This allows the 

regulatory perimeter to flex. The FMA currently has similar powers through  the FMA Act; and  

7) RBNZ to apply macro prudential requirements to NBDTs. This aligns with its powers in regard to banks and would 

ensure that all entities performing similar functions are caught.    
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