18 November 2016

Grant Spencer
Deputy Governor
Reserve Bank of New Zealand
2 The Terrace
PO Box 2498
Wellington, 6140

Dear Grant
THE REVIEW OF THE OUTSOURCING POLICY FOR REGISTERED BANKS
We represent three of the banks that are materially impacted by the proposed changes to
the BS11 outsourcing policy that will regulate outsourcing arrangements to third parties,
including between group entities.
Consistent with our prior joint submission, we remain very concerned that the RBNZ’S
approach would divert resources across many parts of the sector away from innovation,
divert investment to the prejudice of system resilience, and impose very significant
establishment and additional ongoing operational compliance costs that are not
proportionate to the remoteness of the risks concerning RBNZ. This concern is particularly
acute given that those risks ought to be able to be addressed effectively through means
other than wholesale restrictions on the sourcing of services.
As outlined previously, we consider that the more strategic approach to ensure RBNZ’s
objectives are met, while giving industry the necessary flexibility in the way services are
sourced in a rapidly changing digital environment, is to:


strengthen the regulatory framework (the trans-Tasman regulatory legislation and
Memorandum of Cooperation on Trans-Tasman Bank Distress Management (MOC))
so that it provides sufficient certainty that outsourced services would continue to be
provided in a crisis event, including where a New Zealand registered bank is
separated from its Australian parent, for so long as is reasonably necessary for the
New Zealand registered bank to transition out those services by bringing them inhouse or outsourcing to another provider; and



require robust enforceable contractual provisions that help ensure services will
continue to be provided on normal commercial terms notwithstanding the
appointment of a statutory manager in respect of the New Zealand registered bank or
the supplier entity.

In support of this approach, Chapman Tripp has prepared drafts of the following for
consideration (copies attached):




amendments to the trans-Tasman legislation;
amendments to the MOC; and
robust enforceable contract provisions.
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