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From: Jamie Jermain <jamie@emerge.nz>  
Sent: Thursday, 24 October 2024 1:58 pm 
To: ESAS Access Review <ESASAccessReview@rbnz.govt.nz> 
Subject: Response to the ESAS Access Review 

 
Dear RBNZ, 
 
Thanks for the chance to give feedback on the ESAS access criteria. At Emerge, we’re keen to 
support increased access but have a couple of concerns: 

1. “Net Benefit to New Zealand” Test 

For non-banks, the proposal to assess applications based on a “net benefit to New Zealand” test 
creates uncertainty and could be prohibitively expensive, requiring economic studies to support 
the application. We believe a clearer and more practical test would be based on the intention to 
participate directly in clearing systems. This is a legitimate reason for ESAS access and would 
reduce ambiguity and barriers for non-bank financial institutions, fostering competition. 

2. Interest on ESAS Accounts 

We’re also concerned by the proposal to restrict the payment of interest on ESAS accounts to 
banks and Non-Bank Deposit Takers (NBDTs). This approach is inherently anticompetitive and 
risks entrenching a structural subsidy for incumbent institutions. It disadvantages new entrants 
like Emerge, which could play a significant role in reshaping the banking sector and driving 
innovation. We strongly advocate for all ESAS account holders to receive equal treatment, 
including the payment of interest, to ensure a level playing field. 
 
Addressing these would help foster a more competitive and innovative financial system. 
 
Thanks, 
Jamie 
 
 

https://consultations.rbnz.govt.nz/payments-and-settlement-systems/esas-access-review/?_gl=1*1pov3a8*_ga*MTMwOTU3NDMzOS4xNzQxMjEzNjIx*_ga_51JCWD9FGD*MTc0MzQ3MDAyNC4zLjEuMTc0MzQ3MDcyMi4wLjAuMA..
https://consultations.rbnz.govt.nz/payments-and-settlement-systems/esas-access-review/?_gl=1*1pov3a8*_ga*MTMwOTU3NDMzOS4xNzQxMjEzNjIx*_ga_51JCWD9FGD*MTc0MzQ3MDAyNC4zLjEuMTc0MzQ3MDcyMi4wLjAuMA..
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From: [Redacted] 

Sent: Sunday, 27 October 2024 2:18 pm 

To: ESAS Access Review <ESASAccessReview@rbnz.govt.nz> 

Subject: consultation on your revised access policy 

1. Do you agree that our access criteria allow for opening participation in ESAS (in line with our 

intent set out in section 2)? 

No, you are being far too conservative, and this will stifle innovation and exclude smaller agile 

participants. 

This is exemplified when you state: 

“Given our low appetite for not meeting user expectations regarding system functionality, availability 

and reliability, we have a low tolerance for uncertainty and a strong reluctance to take unnecessary 

risks.” 

To me, that seems like an argument for the status quo and continued dominance by “the big 

players”. 

Regs [Redacted] 
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RBNZ consultation on the Review of ESAS access    

 

Submission by  

Grant Spencer  

Teaching Fellow, Victoria University of Wellington 

15 November 2024 

 

I offer comments under four headers: the Policy Intent of the Review; allowable business 
Activities; Pricing; and Risk Criteria. I did not make a submission to the 2023 consultation 
and apologize if some of my comments are more relevant to the earlier consultation 
questions.  

Policy Intent 

 I agree with the stated purpose of the new ESAS access policy which is to promote the 
efficient use of resources across the economy while supporting the core functions of 
RBNZ.  

At the outset of this review in 2022, its intent was to “facilitate greater innovation and 
competition in electronic payment services”. This purpose has now been broadened and is 
seen as consistent with the Commerce Commission’s recommendation to promote 
greater innovation and competition in financial services more generally.  I agree with this 
broadening of the policy intent.  Access to efficient and dependable real-time clearing is a 
key requirement for aspiring competitors in a range of financial services, not just payments 
services.   

The other two objectives of the 2022 review remain relevant: Increased flexibility in giving 
access to non-bank entities; and more transparency in the ESAS access criteria which 
have been opaque and somewhat ad hoc to date.     

The proposed access criteria related to AML/CFT compliance and operational reliability 
appear non-contentious provided a “proportionate” approach is adopted for smaller 
applicants. 

However, there are some challenges for the Review in determining allowable activities, in 
the pricing of accounts, and in setting appropriate risk criteria. My main concern is that 
the proposed risk criteria are too onerous for many potential competitors to the banks. If 
applied with the RBNZ’s typical rigor, the proposed risk standards and “net benefit test” 
could well defeat the purpose of opening up ESAS membership.  

 



 7  

Ref #22307730 v1.7   

Allowable activities  

A key rationale for opening up ESAS is to move away from the traditional 2-tier payments 
structure whereby the major banks settle through the Reserve Bank and other banks and 
financial services companies settle through the major banks. While many small banks and 
financial firms may be happy with their settlement services, others may be frustrated and 
feel their ability to compete is compromised by the 2-tier system. In particular, the large 
banks have been reluctant to offer settlement services to financial companies where 
AML/CFT risk management has been challenging. This is problematic for small companies 
attempting to compete with the banks in niche areas who are critically dependent on 
reliable and efficient settlement services. This can create conflicts of interest for the major 
banks and provides an important rationale for opening up ESAS to such companies.  

This suggests that allowable activities should be financial services where efficient and 
dependable transaction settlement is a core capability of the activity. Such a test for 
eligible activities would bring in all transaction-focused services companies and most 
financial companies that are potential competitors to the banks.  

Following this approach, I would recommend a list of eligible activities that extends the list 
given in para 6.1 of the paper to include: 

• Banks and Licenced Deposit Takers 
• Payments and settlement systems (designated or not) 
• Overseas Deposit takers and FMIs that meet regulatory equivalence  
• Securities and FX firms dealing in NZD products  
• Non-deposit taking lenders with primarily NZD business 

 
The first four items are included in para 6.1. The fifth item should also be included as 
wholesale funded lenders are becoming an increasing source of competition for the 
banks, eg Pepper, Squirrel, Simplicity, Resimac. Based on recent trends in the major 
economies, Private Credit (investor-funded lending) is also likely to emerge as an 
important competitor for the banks over the coming years.    

An important financial services sector that is not on this list is the asset management 
sector, including wholesale and retail funds managers.  Asset managers do not provide 
banking services, they are not involved in maturity or risk transformation, nor are 
transaction settlements core to their business. In my view RBNZ should be explicit about 
this exclusion and should not undertake “net benefit” applications from Asset managers 
except in special circumstances.   

Net benefit assessments will be required for applicants undertaking activities on the 
above list but who are not RBNZ-regulated. Such a test is sensible but the criteria for 
access via ”net benefit assessment” look impossibly difficult. Para 11.2 says applicants 
have to show that ESAS access would enhance the soundness and efficiency of the 
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financial system; and contribute to the economic growth or productivity of the New 
Zealand economy; and enhance the well-being of New Zealanders; and otherwise, be net 
beneficial to New Zealand. This is a bureaucratic doorstop and, in my view, should be 
reduced to the first item on the list: demonstrate that ESAS access would enhance the 
soundness and efficiency of the financial system.  

From a practical point of view, I would expect an applicant to meet this simplified net 
benefit test if it was likely to promote competition in financial services while meeting the 
risk, AML and operational entry criteria.  

Pricing  

The key question here is the payment of OCR on ESAS balances for ‘monetary policy 
purposes”.  I agree with the approach taken in the consultation paper which distinguishes 
two categories of account. For firms involved in bank-like intermediation, involving 
maturity and risk transformation, ESAS balances should be paid at OCR. This will ensure 
that OCR remains the benchmark short term rate for loans and deposits in bank-like (ie 
highly geared) balance sheets. For all other ESAS accounts, including for payment systems 
and securities broker/dealers, balances should be paid at a discount to OCR that is 
comparable with call deposit pricing at the major banks.     

Risk Criteria 

A successful applicant for an ESAS account must be involved in an eligible activity and 
also meet appropriate risk criteria, as set out in paras 8.4 and 8.5. In my view the proposed 
“prudential” and “governance” standards look bank-like and are too demanding. They risk 
undermining the policy intent of opening up ESAS by shutting out non-prudentially 
regulated entities and reducing their ability to compete with the banks. The Reserve Bank 
must protect the integrity and reputation of ESAS and minimise the risk of disruption from 
failed transactions and failed participants. However, this does not require all members to 
be as safe as banks or licenced DTs.  

Some specific comments on the proposed standards: 

I agree with the intention to wave through all RBNZ-regulated entities and overseas-based 
equivalents. This will immediately open-up ESAS to the small banks and NBDTs. The 
challenge is in the standards set for non-RBNZ-regulated entities such as non-Deposit 
taking lenders, securities firms and non-designated FMIs.   

Regarding the prudential standards for non-RBNZ-regulated entities, in my view RBNZ 
should focus on liquidity and operational risks rather than credit risk. ESAS applicants 
should be required to demonstrate their capacity to meet the liquidity demands of real-
time ESAS transactions and to manage risks arising from operational disruptions.  This 
does not require a minimum credit rating or credit standing. RBNZ does not take credit 
exposure on ESAS members unless it chooses to do so through open market operations. 
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The relevant risk is operational disruption from failed transactions and/or exiting members, 
both of which can be managed through appropriate mitigation structures.  

The small and new firms most likely to apply competitive pressure to the traditional 
players are often lowly rated or unrated. Failures of non-bank lenders or Fintechs will 
occasionally happen, particularly in economic downturns, but this should not prevent 
ESAS membership if the entities meet appropriate AML, liquidity and operational 
resilience standards.  

Regarding para 8.4.5, relating to prior criminal offences, I do not see why applicants 
should be denied because they have been subject to “..any investigation inquiry, or 
enforcement proceedings by any regulatory or law enforcement authority…” To deny 
access based purely on an historical investigation would be unfair and inappropriate.  

The Governance criteria, listed in para 8.5, are unnecessarily demanding.  Entities are 
required to have two independent directors and an independent chair. These are bank-like 
requirements that can be onerous for small and new financial services firms. Also, para 
8.5.3 suggests that RBNZ is intending to approve director and senior staff appointments. 
This is not a proportionate approach and would be an unnecessary burden for applicants.  

   

 

Grant Spencer 

15 November 2024 
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[Remainder of submission redacted] 
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From: [Redacted] 
Sent: Monday, 18 November 2024 11:41 pm 
To: ESAS Access Review <ESASAccessReview@rbnz.govt.nz> 
Subject: ESAS Access review consultation 18/11/2024 

 

Hello,  

 

Please find my feedback below. 

 

1) Do you agree that our access criteria allow for opening participation in ESAS (in line 

with our intent set out in section 2)? 

 

Yes they do based on transparency around the qualification, risk based assessments, integrity 

and robust measures so as to not compromise the stability  

of the country’s economy and the efficiency of the payments and settlement systems. 

 

However, open or opening participation should not necessarily mean non-banks should have 

access directly to ESAS. Categories of banks, insurance companies, lenders, NBDT's etc should 

be counted also as a method of measuring the suitability and status under financial, 

regulatory, supervisory and legal frameworks. 

 

Limited efficiencies are gained for ESAS through the use of HVCS or SBI, these detract from 

the inclusive principles by being run by the big banks 

and come at an additional cost and complexity to stifling industry innovation under PNZ. 

i.e. SBI was developed over 12 years ago and has not made any structural changes during 

that time and also continues to use an out dated BACHO file format. 

 

2) Are the access criteria easy to follow, and if applicable, are there any particular areas 

where additional guidance or explanation is needed? 

 

Nearly, yes I would suggest some areas to review. 

 

There should be measures to stop 3rd parties having access to ESAS through short-medium 

term financial acquisitions. 

 

Providing a "net benefit test" should firstly indicate they have similar operations occurring in 

an equivalent financial market for a period of 5-10 years.  

Otherwise this approach is rather weak and arbitrary in terms of how the test will be actually 

measured. 

 

Financial measures of risk and operations should be measured and continually measured 

through ESAS, FMI, regulation and supervision. 
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ESAS has and should continue to provide the settlement rails and frameworks for an efficient 

and dynamic financial system and it is PaymentsNZ and the banks themselves that have 

stifled the supply of Agency banking services and Open Banking development within the 

financial system. 

 

Comments around having flexibility of the RAF and opening up to area's where ESAS 

members do not have supporting regulatory status is misguided. If they are not regulated 

they should not have access to ESAS, therefore they should qualify as an agency banking or 

open banking participant - thus accepted and supported by a currently qualified ESAS 

participant bank/entity. 

 

RAF framework associated impact ratings with Major and Extreme ratings as the Reserve 

Bank facing legal implications - should this not be firstly the Organisation being measured 

and then subsequently only in the Extreme rating the Reserve Bank having to intervene? 

- The purpose being on we have tested their ability to be a sound financial services 

organisation and in doing so they are (and continue to be tested regularly and proven to be) 

capable of operation under the ESAS Account Holder, CPMI-IOSCO principles, Regulation, 

Supervision, Legal frameworks and  

FMI principles (et al) 

 

 

Thank you 

Kind Regards, 

[Redacted]  
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