Briefing paper 
Amendment to the BECS Standards (re “Switching”)
Purpose of this document  

This paper summarizes the “switching” amendment to the Bulk Electronic Clearing System (BECS) Standards – the amendment that makes it easier for customers to switch banks in New Zealand. The BECS Standards are the standards that deal with direct debits, automatic payments, direct credits, bill payments and other electronic credits.

Why are we making changes?

When a customer transfers their account from one participant to another they often ask their new participant to assist with the process of transferring the payment authorities relating to regular payments into and out of their account. Cooperation is required between the participants involved to ensure that nothing is missed. Also there may be delays from the participant losing the business which causes the process to take longer than necessary. 

The old BECS Standards contain some provisions to assist the transfer process; however, the provisions are limited: 

· A copy of an automatic payment authority (only) can be requested; there is no time limit for the response which can cause delays

· A process can be used to transfer authorities when an Initiator (the Initiator is the receiver of money under the direct debit) transfers their account between participants; however this file pass process doesn’t cover situations that arise from a sale of assets (for example where a business receiving regular payments by direct debit is sold)

· The transfer of an Acceptor’s (the party that authorises their account to be debited by direct debit) account between branches of the same participant is covered; but nothing to assist with transfers of account between participants
In situations where customer authorities can be transferred in a straight forward manner, participants tend to cooperate for the good of the customer and little is required to improve the current situation other than the use of standard request forms or minimum information to be included within the request, to facilitate consistent turnaround times. 
However in situations where the transfer is not straight forward, mutually agreed procedures are required for the transfer to be completed efficiently. This should ensure a more transparent and openly competitive market for providing customers with bank accounts by making it as easy as possible for customers to switch and limiting impediments to switching banks.
Full bank account number portability is not feasible because the first 2 digits of the number (ie the bank number) are necessary to ensure that transactions (such as cheques and direct debits) are sent to the right bank for processing.
What has been done?

A project was implemented on 1 December 2010
Some of the main features of the changes include:

· a common agreed standard for transfer forms and requests for payment authority information

· new protocols around the transfer of payment authorities between banks

· a five business day turn-around time to process customer transfer requests

· agreement on a process to transfer direct debit authorities between businesses customers initiating direct debits in special circumstances eg full sale of assets (previously the purchaser of a business would need to obtain new authorities from all customers)

· contact points at each bank for handling “switching” queries  

Customers can still choose to ask for their payment details so they can themselves arrange the transfer to their new banker.  However, for customers wanting their new bank to help with the changeover of their accounts these improvements will help significantly, especially with direct debit payments.  

Media release 

29 July 2010
Switching banks being made easier for customers
Banks are making moves to update their systems and procedures so switching from one bank to another will be much easier for customers. 

When customers want to shift their accounts from one bank to another the most time consuming task has always been the process of transferring over their payment authorities. 

Moving payment authorities like automatic payments and direct debits not only requires help from the customer’s new bank but also relies on the cooperation of the old bank to ensure that nothing is missed.  In the case of direct debits the Initiator of the payment – the company receiving the money from the customer – also needs to be involved.  

To make it easier and faster for banks to act on behalf of switching customers the New Zealand Bankers’ Association’s Electronic Credit Systems Codes and Direct Debit Systems Code are being revised to assist banks in the exchange of payments information. 

“The Code and system changes that are being introduced will streamline processes so the changeover can happen faster and more seamlessly behind the scenes – it’s a sensible customer service solution for the electronic age,” said Sarah Mehrtens, Chief Executive of the New Zealand Bankers’ Association.

Craig Foss, National Party MP and Chairman of Parliament’s Finance and Expenditure Committee, has been in discussions with the Bankers’ Association about removing the hassles of switching banks for customers and commented, “This is good news for bank customers and for competition in New Zealand.” 

The New Zealand Bankers’ Association is targeting a December start date for the new, improved bank switching process. Further details will be made available later this year.
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