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1.0 Executive summary

This post implementation review was commissioned by the Ministry of Business, Innovation & Employment
(MBIE) to assess whether the recently concluded project to refresh the Crown Transactional banking and
All of Government (AoG) Panel banking services contracts achieved its objectives and benefits. We were
also asked to consider whether the project had the right governance, systems, and processes in place to
ensure success and to identify improvements for the next banking services procurement or for other
projects of this nature.

The return-to-market project commenced in March 2021 and the last banking services agreement under
the new AoG Panel was signed in September 2023. The assessment of whether the project achieved its
objectives and benefits is complicated by the fact that the scope and objectives changed considerably from
the time the Category Review was written in June 2021 and when the Project Initiation Document (PID) was
agreed by the Governance Group in October 2022. The change drivers contained in the former, which
included improved resilience and reduction in dependence on a single supplier for core Crown
Transactional services and making it easier for government agencies to transition between banking
providers, was watered down by the time the objectives in the latter were agreed. This reflected the fact
that the expiry of the existing agreements was fast approaching and the time to develop any of the future
state options was running out. In the end, the future state objectives were largely deferred until after the
signing of the new banking services agreements.

The procurement process achieved the objective of providing continuity of the existing Core Crown
Transactional services through the renegotiation of the services agreement with Westpac, and the renewal
of the AoG Panel for other services such as Cards, Foreign Exchange, and Payments. A new category of
Non-Core Transactional services was added, with Westpac and ANZ being awarded banking services
agreements for these. The AoG Panel procurement process resulted in a reduction in the number of
banking service providers for Card and Foreign Exchange services, and BNZ, a significant provider of
banking services to agencies, withdrew from the procurement process and are no longer represented on
the AoG Panel. This will mean significant transitional work for agencies that must use the new panel and
move their banking services away from BNZ. The lack of opportunity for banks other than Westpac to bid
for the Core Crown Transaction services, something they had been led to believe during the previous
return-to-market exercise would be possible this time, was seen by them as very disappointing.

Progress towards the goals and objectives was hampered by a lack of clear business ownership and
functional leadership of government banking services. MBIE is the de facto banking functional lead
because of its procurement functional leadership, but The Treasury has the legislative responsibility for
operating the Crown bank accounts and for providing direction on the operation of departmental
accounts, and therefore is the logical functional lead. The services are critical to the efficient management
of Crown finances and to agency service delivery, i.e., the value derived from the services, and the impacts
of failure, far outweigh the cost of the services. A more active functional lead would be better positioned to
balance the procurement process outcomes with the overall outcomes to the New Zealand Government
and the broader economic and social outcomes.

The role of the Governance Group in practice was not clear. While it has the appropriate membership to
act as a functional leadership group for government banking, and it took a strong interest in the future
state work, it did not have a mandate or funding to make decisions on how that work was prioritised or
delivered. It also did not have timely visibility of the decisions that were being made within the
procurement process and therefore was not able to ensure the interests of user agencies were prioritised
where these might have been in contention with decisions made by the procurement team.
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The procurement team chose to implement an extended commercial dialogue during the procurement
process. While this was intended to enable innovative approaches from the banks and to reduce the
contract negotiations work, it seemed to have the opposite effect, with banks reporting that this part of the
process was onerous and without clear purpose. This, along with a lack of clear communication, resulted in
BNZ withdrawing during the procurement process.

Significant changes in the personnel involved in the project team and the Governance Group throughout
the project exacerbated the issues discussed above, with a lack of focus on, and continuity of, the original
goals and objectives of the project. A lack of transparency over decisions being made during the project
made it difficult to hold the project team accountable for the delivery of the expected outcomes.

This review concludes that the objectives and benefits of the project were only partially achieved. The goal
of ensuring continuity of AoG banking services to agencies beyond June 2023 was achieved to the extent
that new banking services agreements were signed with Westpac and the members of a new AoG Panel.
Conversely, there has been a reduction in the number of providers on the AoG Panel of Foreign Exchange
and Card services, and the introduction of the Non-Core Transactional service has limited choices for non-
core agencies. The goal of removing the risk of having an entrenched sole supplier of core Crown
Transactional services has not been achieved at this time.

The opportunity to encourage further competition in the provision of AoG banking services, provide
greater choice for agencies and make it easier for them to transition between providers, and to deliver the
value-added services envisaged in the future state work is achievable during the next term if the issues
identified in this report are addressed in conjunction with actioning the recommendations for the future in
the following areas:

»  Business ownership/functional leadership

» Ministerial endorsement and funding for future state work
» Business case for future state

e Future state work

»  Return-to-market activities.

A proposed timeline for the completion of these recommendations has been included for consideration.

[ BSAs Signed

- Programme Business Case

0—— Budget 2025 Initiative

Future State Work (Tranche 1) bbbttty

Future State Work (Tranche 2)

Initiative Initiatives
(Tranche 1)

Budget 2026 J Return to Market Future Budget J

*3- New BSA Signed

| \ | [ \ \ \
30June2023  30june2024  30June2025  30June2026  30June2027  30june2028 30 June 2029
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2.0 Background 7
New Zealand Government Procurement (NZGP) has recently completed a two-and-a-haE__ project to

refresh the Crown Transactional banking and panel banking services (AoG Panel) with the previous
government banking services agreements expiring on 30 June 2023 with no furthérfights of renewal.

I/- //. -

2.1 Previous Banking Services Agreements (2015-2023)

The AoG panel implemented the full term of eight years leading up to the 2023 expiry date with both
renewal options of the solution being exercised (3+3+2) as follows:

Start date: 24 September 2015

Initial term: 3 years (to 30 June 2018)

First renewal options: 3 years (to 30 June 2021, executed)
Second renewal option: 2 years (to 30 June 2023, final expiry)

Crown Transactional banking is a mandatory contract for the 38 agencies required to use the Crown
consolidated cash management scheme under the Public Finance Act. This agreement was solely held by
Westpac New Zealand Limited (Westpac), who have provided the Crown Transactional banking services for
over 30 years.

AoG Panel services in the term expiring 30" June 2023 comprised a set of three banking service
agreements (Payments, Foreign Exchange, and Cards) that any eligible agency can utilise for their banking
needs.

Bank Crown Payments Foreign Cards
Transactional Exchange
ANz | - v - v
ASB - v v v
BNZ - v v v
Citibank - - v v
Westpac v v v v

2.2 Banking Services

The following services used by New Zealand Government agencies were within the scope of the work
carried out during the project.

Crown Transactional Banking Services

Use of the Crown Transactional banking accounts with Westpac only applies to the 38 core agencies (32
public service departments and 6 non-public service departments). Under the Public Finance Act, there are
several requirements for opening, closing and operating bank accounts, known as Crown bank accounts
and departmental bank accounts.

Crown bank accounts are those accounts used to collect receipts from the public or make payments on
behalf of the Crown. Taxes, levies, fines, royalties, and infringement fees are all examples of Crown
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revenue, and for Crown disbursements or expenses, examples are benefit payments and tax refunds.
Treasury is statutorily responsible for the opening, maintaining, and operating of these accounts.

Departmental bank accounts are accounts used by agencies for their day-to-day operations and are
opened under section 65S of the Public Finance Act 1989. These bank accounts are the responsibility of the
agencies.

One of the most important requirements within the Crown Transactional banking services is the Crown
cash management process, known as “the sweep”. At specific points every day, Westpac must determine
the Crown's net cash position across all those accounts. These requirements are unique to the Crown
accounts and are not required for other government agencies, regardless of whether those agencies bank
with Westpac.

Card Services

Card services give participating agencies access to physical and digital payment methods, expense
management systems and credit card controls. Providers of corporate and purchasing cards to large
organisations within New Zealand must be globally accepted for payments of services while officials are
travelling or making payments.

Foreign Exchange Services

Foreign exchange is a product class that supports agencies who make low value payments to overseas
providers, customers and support staff travelling overseas. Low value pertains to the transactions being
less than NZD$100,000 in value and for foreign currency less than NZD $20,000 in value. (The threshold for
low value transactions increased to NZD$250,000 in the current agreement starting 1% July 2023).

Payment Services

Payment services are a suite of products: merchant payment facilities (including the settlement of Visa and
MasterCard payments), over the counter payments, online payment services and cheque processing. This
product group has experienced the highest use since the contract's inception, comprising more than 85%
of the total spend. With government's focus on ‘digital by default’, there has been a gradual decline in
number and move away from over the counter, cheque payment, and cash partly due to COVID19
restrictions.

Non-Core Transactional Services

A new service was added to the AoG Panel for the current term commencing 015 July 2023 for providing
transactional banking services to non-core agencies. This service covers opening and maintaining
transactional bank accounts, hierarchical sweep services, over-the-counter processing, bill payments, direct
debits, payment processing, and trust management.

Page 7 of 31



//, \l/ ) y
Final Version // 2 November 2023 - o ) )
COMMERCIAL: IN CONFIDENCE l / ~ /_/
J N )
3.0 Scope and methodology | e

The terms of reference for this post implementation review were as follows: 7“_/‘
/

MBIE is seeking an independent review of the project to determine: ]{)/
«  to what extent the project's objectives and benefits have been (or are likely téﬂbé)dchieved; N

< whether the project had the right governance, systems, and processes in place to ensure success; and
- what improvements can be identified for the next Banking Services procurement, and for other projects-

of this nature.

The methodology followed was as set out below.

Phase Details

« Initial briefing from NZGP

Kick-off «  Confirm objectives for the work
« Agree stakeholders and engagement process
« Agree format/ style of report
Document « Document discovery, including:
o Project Charter, ToR, and/or other founding documents
assessment

o Project reports, incl. to Governance Group
o Project deliverables, including procurement deliverables, and
summaries / reports relating to the future state work

« Interview key personnel, including:
o Governance Group

Project team (PM, SMEs)

Legal Counsel

NZGP

Bank representatives

o 0 0 o

« Develop draft Review Report and Recommendations
« Review with key personnel and finalise

More than twenty stakeholders were interviewed during the review - the names and roles of each are set
out in Appendix 1.
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4.0 Project goals and objectives

The project goals and objectives changed between the time the Category Review and Commercial Strategy
were developed from June to September 2021 and when the Project Initiation Document (PID) was finally
approved at the Governance Group meeting in October 2022. The latter date was well after the
procurement process was underway and any assessment of the achievement of project goals will differ
depending on which point the goals and objectives are considered established.

The following overall goals appear to have remained valid throughout the project:

1. Ensure continuity of All of Government banking services to agencies beyond June 2023
2. Remove the risk of having an entrenched sole supplier of transactional banking services to Crown
core agencies.

The only significant change to these goals was the date by which the second goal was to have been
achieved. The early project documents indicate that this goal was intended to be achieved, at least in part,
by the expiry of the existing contract in June 2023. The PID adds the words “in time to enable an open and
competitive return-to-market for those services prior to the expiry of a renewed agreement with Westpac,
i.e. by early 2026."

An initial set of project objectives was proposed to the Governance Group in February 2022, and these
were consistent with the change drivers identified in the Commercial Strategy document from mid-2021.
The Commercial Strategy outlined the opportunity and options available to create a competitive process
for appointing the core Crown Transactional services banking provider. The Commercial Strategy was used
to develop the Ministerial briefing regarding the Return-to-market process approved by Minister
Robertson (Minister of Finance) and Minister Nash (Minister of Economic Development) in September
2021.

A replacement project manager was appointed in February 2022, which saw the proposed objectives re-
scoped and de-scoped, particularly in relation to the objectives of the future state workstream. These were
presented back to the Governance Group at the end of March 2022,

The PID was approved at the October 2022 Governance Group meeting which contained the final
objectives for the project, 20 months after the project started in March 2021. This outlined that the
objectives relating to the procurement process were to reappoint Westpac as the Crown Transactional
services banking provider, add a Non-Core Transactional service to the AoG Panel, and refresh the AoG
Panel service providers with minimal changes to service requirements.

The future state workstream contained five objectives relating to identifying transition constraints,
implement solutions that remove constraints to transition, ensure the solutions align with agency changes
and cross agency data is still able to be accessed by The Treasury. There was also an objective to identify
and leverage the solutions implemented for future benefits.

The following table shows the movements in the project objectives over time and due to the lateness in
being set in the project timeline, were largely informed by work already carried out.

Page 9 of 31



Final Version // 2 November 2023
COMMERCIAL: IN CONFIDENCE

Project Objectives over time:

Change Drivers
Commercial Strategy
01/09/2021

Objectives Proposed
Options Analysis to Governance Group
18/02/2022

Objectives Updated
Governance Group Meeting

I 30/03/2022

Objectives Updated

Project Initiation Document (PID)
I 4 /2022

Resilience

The selected option should significantly improve the overall
resilience of the government banking system, reducing
dependency on a single supplier.

Continuity of Service

The selected option must provide continuity of service for
government agencies when it comesinto effect (1 July 2023
or sooner), with minimal impact on day-to-day operations.

Cost (Value for Money)
Deliver value for money over the term of the cantract for the
banking services to be provided.

Cost
Spread the cost and effort of transitioning large agencies toa
new government banker over time.

Coverage

Provide the full range of banking services to all agencies and
entities covered by the Government Procurement Rules
(including schools).

Improve Visibility of Information
Providing greater visibility of public sector bank account
financials {for example, to The Treasury).

Enable Choice

Making it easier for government agencies ta transition
between banking providers.

Enable Data Use

Using integrated and consistent government bank data to
inform policy choices.

Resilience (Flexibility)

While the Reserve Bank oversees the resilience of New Zealand's banking
system asa whole, creating flexibility for government to choose its
banking provider/s will build resilience and address underlying risk, such

as the current reliance on one bank for core Crown transactional banking.

Service Continuity
Continuity of service for agencies while transitioning fromcurrent to
future state, or while changing banking providers.

Public Value

In accordance with the Government Procurement Rules, Public Value
means the best available result for New Zealand for the money spent.

Flexibility (Resilience)

Directly related to our vision statement: “New Zealand's resilience is
enhanced through flexible government banking.”

Portability

Government owned bank account numbers and a "provider agnostic”
portable government banking platform,

Simplification

The project wants to reduce the complexity of current systems and
processes and minimise any associated risk. The end-to-end flows of
government banking are not documented or fully understood.

Portability
The ability for Government to easily transition banking services between
providers with minimal disruptive impact to an agency.

Simplification

Historically, some agendies have implemented bespoke or customised
banking solutions. There is low visibility over the extent of these
customisations, and the transportability of these services to another
provider.

1. Remove/reduce bank-specific account numbers as a constraint to
Agency transition between banking providers.

2. Remove/raduce system interfacesas a constraint to transitioning
between providers, e.g. standardisation and simplification of interfaces.
3. Remove/reduce Government’s lack of knowledge about banking

pr and iated technology enablers as a constraint to
transitioning between providers.

4. Remove/reduce Westpac's exclusive knowledge of the Crown's
consolidated cash 1entp asa constraint to transitioning

between providers.

S. Identify and remove/reduce any other significant constraints to
transitioning between providers..

6. Provide visibility of bank balances and transactions to Treasury and
other Agencies which can benefit from that visibility, initially for Core
Agencies but with the potential for all Government bank data to be
included and including historical data.

7. Establish a renewed Transactional Banking Services Agreement (TBSA)
with Westpac for a period that allows impl ion of solutions that

enable potential transition to a different provider at the next return to
market.

8.Includeinther d TBSA obligations upon Westpac to assist with
the identification and implementation of the solutions the project will

implement.

9. Refresh the All of Government Banking Panel for Pay , Cardand
FX services with | changes to service requir including
obtaining agreement to assist with the design and implementation of
project solutions,

10. Add an additional AoG Banking Panel Category for transactional
banking services for non-Core Agencies,

11. Procure, in line with Government Procurement Rule, any sole-source
banking services identified during the course of the project where it
makes sense to include that procurement in project scope.

12. Include in all agreements negotiated with providersas part of this
project, obligations on those providers to ensure greater resiliency in
their solutions.

13. Confirm Business Ownership of any solutions likely to be included in
the Implementation stage of the project in sufficient time for them to
influence and approve those solutions.

Procurement — Westpac Core Services
Establish a BSA with Westpac as the sole source provider of
transactional banking services for Core Agencies for a period;
that allows solutions to be implemented that enable easier
transition between providers.

Procurement — Panel Services Refresh

Run an open and competitive procurement process to
refresh the All of Government Banking Panel for Payment,
Card and FX services with minimal changes to service
requirements or supplier prerequisites.

Procurement — Add new category to Panel
Add an additional AoG Banking Panel Category for
transactional banking services for non-Core Agencies,

Future State — Transition Constraints
Identify and guantify the current constraints Core Agencies
have that prevent easy transition between providers.

Future State — Transition Solutions
Identify and implement solutions that remove/reduce
agency constraints to transitioning between banking
providers.

Future State — Transition Alignment
Ensure recommended solution options leverage or align with
forthcoming industryand agency changes.

Future State — Cross-Agency Data Access
Ensure solution options enable Treasury to access current
and historical cross-agency transaction data.

Future State — Further Benefits
Identify opportunities to leverage implemented solutions or
project team capabilities for further benefits
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5.0 Project process overview

The project commenced in March 2021 when a full review into the banking services category was
undertaken by the project manager at the time. The insights from this Category Review informed the
procurement options available for the next term and identified the preferred way forward. It informed the
draft Commercial Strategy produced in August 2021 and finalised in September 2021.

The vision for the project as set out in these documents is shown in the following diagram.

OUR VISION FOR THE FUTURE

‘New Zealand's resilience is enhanced through flexible government banking.'

CURRENT STATE FUTURE STATE

CURRENT STATE m PANEL REFRESH BANKING PLATFORM

« Single bank « Government owned « Public value « Government owned s,
dependency account numbers « Consistent terms and » Cloud based KD

« Difficult to transition « Processes mapped approach « Data access .::»
to another provider « Portability enabled « Expanded market « Provider agnostic

» Customised solutions « Aggregated data | opportunity « Flexible

« Financial risk view |

34 T4 $3ex $hx
OPE e R — R

PORTABLE @ RESILIENT ® FLEXIBLE

v

TRANSITION

The recommended way forward involved four stages:

» Reappointing Westpac for a period of time (potentially 3-5 years + out year contingencies).
» Transitioning agencies to a new series of government bank account numbers over time, (provided
it is feasible to do so).

» Approaching the market in 2022 for a bank or banks (or possibly a panel of banks) to provide
foreign exchange, card and payment services to all mandated agencies including 38 core agencies,

and transactional services to all non-core agencies (not currently available under the government
banking contract).

» Investigating the feasibility of developing a government bank database where all government
banking data is held in one place.

The Commercial Strategy identified one initial issue to overcome, which was scored at the highest level:

“Resource and funding has not been allocated to the project, and the project is unable to deliver the
recommended solution.”

Based on the four stages, the Return-to-market project consisted of two workstreams that aligned to the
two overall goals stated in the previous section.
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1. A procurement process to ensure the continuity of AoG banking services to agencies. This
workstream consisted of two areas:
l. appointment of the core Crown Transactional services provider
Il. refresh of the banking service providers to the AoG Panel
2. Afuture state process to identify and implement solutions to remove the risk of having an
entrenched sole supplier of transactional banking services to Crown core agencies. This included
the number portability challenge for transitioning agencies, and investigation into the feasibility of
a bank database.

5.1 Procurement Workstream
Crown Transactional services

Several areas were identified during the Category Review and Commercial Strategy that would require
significant time to unravel before a competitive process could be undertaken involving the core Crown
Transactional services. These included the transition process to new bank account numbers, the
replacement of bespoke services, and the unpicking of some ‘hard coded’ banking solutions.

In conjunction with a lack of understanding of what Westpac does in the background to enable payments
for some agencies to occur, a high level of technical risk was identified particularly around the inability for
most agencies to be able to transition in the timeframe provided for in the contract.

This led the project team to propose appointing Westpac directly without undertaking a competitive
market procurement process as the sole provider who could fulfil the existing requirements. Rule 14, 9(c) -
‘exemption from open advertising’ of the Government Procurement Rules was invoked for the core Crown
Transactional services only, meaning Westpac still needed to follow the procurement process in place to be
a provider of the AoG Panel services such as Cards, Foreign Exchange, and Payment services.

Contract negotiations commenced in November 2022 Commercial Information

AoG Panel refresh

A Registration of Interest (ROI) was released to the market in March 2022 for the four panel services
comprising Cards, Foreign Exchange, Payments, and Non-Core Transactional services. In the previous term,
contracting was completed for each individual service for each bank. For the current term, this shifted to
operating one contract for each approved provider on the AoG Panel with standardised terms and
conditions covering each of the approved services, i.e. banks received one banking services agreement that
covered all services they were approved to the AoG Panel to provide with standardised terms and
conditions agreed to by all of the banks. The ROI responses were evaluated in May 2022 and the following
respondents progressed through this stage of the process:

»  Westpac « ASB » Citibank
e ANZ e BNZ Commercial Information
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The draft banking services agreements were released in July 2022 outlining MBIE's position on the various
terms and conditions for each of the AoG Panel services. Innovation is encouraged at MBIE where it adds
value and an alternative process to a standard Request for Proposal (RFP) was approved to be run,
referred to as the “commercial dialogue” sessions.

These were a set of workshops across a range of topics (approx. eight) that would allow the banks to
present their approaches and information and enable MBIE and representatives from some of the
agencies to ask questions directly to the banks. It was envisaged that this commercial dialogue process
would speed the process compared to a standard RFP approach to market.

While the intention was promising, in reality the commercial dialogue process somewhat complicated the
procurement process due to a lack of planning, delivery capability and decision makers in attendance from
MBIE. Each bank that was successful in progressing from the ROl was asked to deliver a presentation on
each topic over a 10-week window between August - October 2022. The topic for each workshop was often
not made available to the banks until a week before the workshop allowing little time for the banks to
prepare the information and make available the personnel needed to provide a comprehensive
presentation.

Commercial Information

saw BNZ remove themselves from the commercial dialogue process formally in September 2022 and as a
result, they were not eligible to submit a response to the RFP. The Governance Group were informed of
BNZ's position in mid-October, after the commercial dialogue process had concluded.

Those banks that completed the commercial dialogue process received the simplified RFP document in
early November 2022. Banks commented that they were surprised that the information required, and size
of their responses only amounted to approximately 20 pages. There was a lack of clarity with the banks as
to whether the information provided during the commercial dialogue sessions would be considered in
conjunction with the RFP submission (which it was) and whether decisions were being made on the basis of
the information provided. Little feedback was provided to banks during the workshops.

During December 2022, RFP responses were received, evaluated by a panel led by NZGP, and successful
respondents notified. Commercial Information

All other respondents were successful in being
appointed to the AoG Panel across the four panel services. The outcomes are discussed in more detail in
Section 6.4 - Result of Procurement Workstream.

Contract negotiations with each of the approved banks to the AoG Panel commenced from January 2023
with a desire to ensure a standardised set of terms and conditions across all banking service agreements
(BSAs). All BSAs were signed in late June 2023 just prior to the expiry of the previous term except for ASB
who were granted an extension through to the signing of their agreement in September 2023.

5.2 Future State Workstream

In parallel with the procurement process, an additional workstream was established to define options and
progress forward with addressing the perceived main challenge involved with the current arrangements -
that agencies cannot transition easily to a new or additional government banker. Currently the bank
account numbers of the core government agencies are ‘owned’ by Westpac as part of their ‘03’ series and
these account numbers are embedded into Westpac's banking system. A shift to a new government banker
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would require agencies to transition to a new set of bank account numbers which may require significant
systems changes and impose operational risk due to the volume of daily Crown transactions.

This workstream commenced in mid-2021 with the ambitious target of having solutions in place to allow a
competitive process to appointing the Crown Transactional services banking provider for the current term
that commenced 01° July 2023. Westpac and MBIE signed a Memorandum of Understanding in February
2022 to work together along with external banking experts to define solution options to the number
portability challenge.

A replacement project manager was appointed during February 2022 whereby a rescoping and descoping
of the future state ambition took place over the coming months. This change in momentum led to the
change in future state objectives and timeline, and meant the objective of any potential solutions being
actioned ahead of the contract expiry on 30" June 2023 was shelved.

5.3 Activity and Resourcing Timeline

The activity and personnel involved in the project are outlined in the diagram below.
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Activity Timeline:  Key: Project Set Up & Approvals Procurement - Panel Refresh m

Stage 1 Initiation Stage
Mar 21 Apr21 May 21 Jun 21 Jul 21 Aug 21 Sep 21 Oct 21 Nov 21 Dec 21 Jan 22 Feb 22 Mar 22 Apr 22

SR Project
Project 2
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Commercial Stra

Development
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Category Review

approac
with strategy

Draft MOU
MOU with Westpac
Westpac agreed

ROl Issued ROl Closes

Future State Planning
Waork with Westpac

Stage 2 /mplemeritation Stage

May 22 jun22 Jul 22 Aug 22 Sep 22 Nov 22 Dec 22 Jan23 Feb 23 Mar 23 Apr 23 May 23

not Govt
Bus Own

Core Services
ervices Received

Released

Proposed

Draft 8SA' Commerical Dialogue Sessions REPs Evaluated BSA's agreed with Selected Proyiders {excl. ASB)
Document J§ & Notify (excl
BNZ withdraw from Process Released HSBC) Disengagement Plan changes far Transition excl. ASE

RO Evaluate

Comipleted released

Solution Option Westpac Future State
Identification & Analysis Seperatad - intention to Future State Workshops Solutions Options Assessment Paper
complete charge signalled

Solutions Assessment
Framework Development

Stage 3 Overoge
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BSA Signed
with ASB

BSA agreed with ASB
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5.4 Outcome of Procurement Workstream N |

The results of the Return-to-market project have seen Westpac be re-appointed a@the/provider of
core Crown Transactional banking services for a further four-year period (plus a Myear right of
renewal) commencing on 01=* July 2023. Westpac also continue on the AoG Panel as a prowder of
all four of the other services offered as well. The procurement process that was run to approve
banks for the four AoG Panel services has seen some movement from the previous term as
depicted in the following table (compared to the previous services agreements shown in Section
3.1 above).

Bank Crown Payments Foreign Cards Non-Core
Transactional Exchange Transactional
| |

ANZ - v v v v

ASB - v . v -

BNZ - - - - -
Citibank - v v v -
Westpac v v v v v

KEY: “v"" = Service Provider “= Not a Provider Red = Service Lost Green = Service

Gained

ANZ has increased its presence on the AoG Panel as a provider of all four services outside of core
Crown Transactional services. They are the only bank part from Westpac appointed to the AoG
Panel that can provide the new offering of Non-Core Transactional services.

Commercial Information

ASB have continued on the AoG Panel
as a provider of Cards and Payments services. The signing of their banking services agreement was
delayed until September 2023 Commercial Information

Commercial Information

Citibank have expanded their presence on the AoG Panel to include Payment services in addition
to the previously provided Cards and Foreign Exchange services.
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The procurement process for the refresh of the AoG Panel services was run over an 18-month
period at considerable effort and cost involved for all participants. It resulted in a contraction in the
number of banks approved for mandated core agencies for the current term. Those mandated
core agencies that previously utilised BNZ's services now need to have transition plans in place to
migrate to an alternative approved banking services provider on the AoG Panel.

5.5 Outcome of Future State Workstream

Westpac undertook an initial future state planning exercise during February - April 2022 to explore
options around the number portability issue and to identify alternative solutions that would allow

other banks to provide Crown Transactional banking services in the future. Commercial
Information

Commercial Information

It became clear that any
solution would require at least two years of development across all mandated core agencies to
implement and test to minimise the considerable transition risk. After Westpac presented the
future state planning work, it became clear that conversations with Ministers that had taken place
in 2021 had focused on the number portability issue as the priority to solve.

The initial future state planning work was undertaken by Westpac at their own expense in good
faith based on what was agreed within the Memorandum of Understanding with MBIE. This was a
sizable investment for Westpac and they advised MBIE that any additional future state work would
need to be funded.

MBIE had not secured any funding during the project even though this was identified in the
Commercial Strategy from September 2021 Commercial Information

This lack of budget along with the considerable timeline for implementing solutions meant that the
only substantive output of the future state workstream was a Future State Options Assessment
paper that was developed by June 2023 for internal MBIE consideration only.
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6.0 Themes and issues

The interviews conducted and documentation examined revealed a consistent set of themes and
issues that informed the conclusions and findings of this review, which are set out below.

6.1 Project Goals and Objectives

The lack of clarity and early agreement on the goals and objectives of the project, as set out in
Section 5 above, impacted upon all aspects the project and led to confusion in the engagement
with the banks between the future state work and contract renewal process.

Westpac signed a Memorandum of Understanding with MBIE in March 2022 that set expectations
on both parties to work collaboratively on the future state. However, once the formal procurement
process got underway, this engagement with Westpac appeared to have been largely shelved,
reflecting the change in objectives around what could be achieved in terms of future state
objectives from March 2022 to when the PID was approved by the Governance Group in October
2022. While it could be argued that Westpac benefited from the change (in that it wouldn't be
required to carry out work that might open its core Crown Transaction business to competition),
Commercial Information

The other banks, Commercial Information believed that this change to the project objectives
denied them opportunity to compete for the core Crown Transaction business, an expectation that
they believe was set during the last procurement exercise in 2015 and during the early meetings
for this return-to-market process.

Clearly, the project ran out of time (and lacked the functional leadership necessary - see below) to
progress the future state work to a point where the competitive procurement process could
include the core Crown Transactional services, and this made it difficult to fulfil early expectations
of the banks and to progress the future state in a collaborative manner. For the future, separation
of these potentially conflicting objectives, both in terms of timing and management of the work,
should be considered.

6.2 Business Ownership

A significant issue during the project was the lack of clear business ownership and functional
leadership of government banking services. MBIE is the de facto banking functional lead because
of its procurement functional leadership, but it is worth noting that other important all-of-
government procurements such as ICT and property' have separate functional leads.

The Treasury provides strategic policy advice on the New Zealand economy; monitors and
manages the financial affairs of the government; assesses public sector proposals which have
economic and financial implications and delivers operational services through the New Zealand

" Note that although Government Property Group is part of MBIE, its functional leadership role is separate from
Government Procurement.
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Debt Management Office (NZDMO). The NZDMO oversees the government's borrowing
requirements and associated activities, with a goal of managing debt in a way that minimises costs
while keeping risk at an appropriate level. The NZDMO also has overall responsibility for the
management of the current Domestic Transaction Banking Services Master Agreement with
Westpac New Zealand Limited. This contract is a three-way contract between Treasury, Westpac
and MBIE and covers the core banking services associated with the operation of government
departments’ bank accounts to process receipt and payment transactions. The Treasury has the
delegated authority to appoint the transactional banker/s for the Crown and any change to the
government’s banker has the potential to impact Treasury, as Treasury is responsible for the
operational elements of the Crown'’s consolidated cash management account. Therefore, it is
logical that The Treasury is the business owner and functional lead for all-of-government banking
services.

The absence of active business ownership particularly impacted upon the future state workstream,
with a lack of mandate and funding to progress options analysis beyond the initial assessment
papers. This meant that the future state work, which was originally intended to progress in parallel
during the procurement process, became stalled until very late in the project. It also impacted
upon decisions within the procurement process workstream with user agencies reporting that they
felt that their interests were not adequately represented in decision making during the process
and that they were presented with a fait accompli too late in the process to adequately plan for the
impacts of those decisions (e.g. pricing changes to core Crown Transaction services).

While Ministers were seen as generally supportive of the future state options early in the project,
the lack of functional leadership and a clear business case to support funding meant the future
state work was not progressed to the point where Ministers could be presented with clear
investment options. It is likely that any business case will hinge on risk mitigation, with even the
banks admitting that the likelihood of failure or withdrawal from the market, while unlikely, is not
zero, and the impact would be severe. The cost of the services is low, but the value and quantified
risk are high, and any business case should focus on improved competition and resilience rather
than cost savings. The early future state work also revealed potential business benefits in terms of
greater competition for services and value in improved reporting and business intelligence. A
functional banking lead, with a strong interest in pursuing these outcomes is needed for the future
state work to proceed further.

6.3 Role of the Governance Group

The Governance Group had agreed terms of reference in July 2021 that defined its role as having
“responsibility for the achievement of the All of Government Banking Return-to-market objectives
by providing direction, guidance, and approval for recommended approaches to support
successful delivery of the project.” However, in practice the role of the Governance Group was not
clear, and it seemed to fulfil three roles to some extent:

» de facto functional leadership for government banking
» future state working group, and
e procurement project board.

Governance Group members reported that there was a lack of transparency between the
reporting that the project team was submitting to them and those actioned with carrying out and
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managing most of the activities. Often documents were presented to the Governance Group only
after requests by Governance Group members were made and reporting on key decisions was ex
post facto. There was very limited reporting of risks, with the Governance Group only being alerted
in some cases after the risk had been realised, e.g. in the case of BNZ withdrawing during the
commercial dialogue process.

These issues exacerbated the lack of active functional leadership during the project. The
Governance Group had appropriate membership to act as a de facto functional lead for
government banking, and while it did take a strong interest in the future state work, it did not have
a mandate or funding to make decisions on how that work was prioritised or delivered. There were
also changes in personnel representing agencies during the project, meaning there was a lack of
continuity of knowledge and explaining some of the changes in focus throughout the project, e.g.
around progressing the future state work.

6.4 Procurement Process

This review has confined its examination of the procurement process to the overall approach and
outcomes and has not assessed in detail the procurement evaluation and scoring in the ROl and
RFP stages. This was beyond the scope of this review and the issues raised by stakeholders were
not in these areas. Generally, these stages appear to have been conducted in a way that achieved
the objectives set out in the PID but there were issues during the process as noted below.

As discussed above, the lack of early clarity on the project goals and objectives, and the confusion
in engagement with the banks on future state and procurement process activities, led to some
dissatisfaction from the banks with the process. The most significant impact reported by the banks
was the lack of opportunity to demonstrate innovation in services throughout the process. This
was despite the decision by MBIE to adopt an “innovative” procurement approach in the
commercial dialogue sessions that were held with banks between August and October 2022.

The banks reported that the commercial dialogue sessions appeared to lack purpose, structure,
and value. They were told that the sessions were intended to reduce the need to submit large
proposals and to reduce the amount of time and effort in the contract negotiations phase.
However, the number, duration, preparation requirements, and the need for a large numbers of
bank representatives to attend (some from overseas) meant that all banks reported that they
found these sessions very demanding. They were also not clear on whether the information
submitted in these sessions would be used in the formal RFP evaluation (which it was).

During the commercial dialogue sessions, BNZ withdrew from the procurement process, a decision
which was to have significant impact on agencies using BNZ services and Commercial Information

2 Commercial Information
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Commercial Information

The Governance Group was not told of the withdrawal of BNZ until after the commercial dialogue
was completed in October 2022. BNZ advised that it had agreed with MBIE that its agency clients
would not be told until 9% January 2023; however, the MBIE project manager informed at least one
agency (Te Whatu Ora) in December 2022, which BNZ regards as a breach of their agreement and a
probity issue (although BNZ has decided not to take the matter any further).

One further issue is that one of the RFP evaluation team Commercial Information withdrew from the
RFP evaluation process indicating they did not have enough information from the RFP submissions
to make an informed assessment of which proposals should pass or fail. Commercial

Informatior

The contract negotiation phase took longer than expected due to delays throughout the return-to-
market process and the difficulty in getting agreement from both sides for some of the contract
terms. Contracts were signed with most panel members in June 2023 (just prior to the expiry of
existing contracts) and in the case of ASB, their contract wasn’t signed until September 2023.

6.5 Stakeholder Communication

The late conclusion to the contract negotiations meant that the outcomes of the process were not
formally communicated to agencies until June 2023. This meant that the impact of some decisions
made during the procurement process were not known until then (and, in the case of ASB being
confirmed on the panel, until September 2023).

There is a need to balance concerns about the probity of the process with keeping stakeholders
informed about decisions made during the process early enough for the impacts to be managed in
a timely manner. The probity of the process was even quoted as a reason for not advising the
Governance Group earlier of decisions made by the team, which suggests a lack of trust that may
have been counterproductive to the outcomes of the project.

For the future, there must be an effective way of ensuring the interests of stakeholders are served
throughout the process, either by addressing the functional leadership issue discussed above, or
by ensuring the Governance Group has decision making powers over the procurement process
itself. This will be particularly important during any future state design work to ensure any
significant changes to government banking services meet the needs of all agencies.

6.6 Structure, Resourcing and Project Management

Project Resourcing

One of the issues raised consistently by stakeholders in the project was the frequent changes of
project personnel. The early future state work was seen as valuable, with those involved
knowledgeable about banking and financial services and government requirements; however,
there was a lack of continuity and a loss of project knowledge due to the replacement of key
people throughout the project.
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The appointment of an external contractor with no prior banking or financial experience to the
overall return-to-market project manager role meant that there was an upskilling period needed to
understand and unpick the complex core Crown Transactional services with Westpac. This led to a
lack of momentum with the development of any future state solutions and a descoping of the
future state workstream that delivered little more than an options assessment exercise.

The MBIE procurement team was knowledgeable and proficient in managing complex
procurements, but lacked the specialist banking and government financial knowledge that strong
functional leadership would provide. This was addressed, at least in part, by the contracting of
specialist banking experts by MBIE and the fact that the Buddle Findlay legal team had extensive
experience of banking and of the previous return-to-market exercise.

Project Structure

There was a reliance on an external contractor as project manager who throughout the project
appeared to dictate much of the approach to stakeholder engagement, involvement of the
Governance Group, the procurement process itself, and the future state work.

Once it became apparent that there was a risk of the procurement process and contract
negotiations not being completed by the expiry date of the previous contracts, the workstreams
were split and the contracted project manager focused solely on the future state work. The
procurement workstream was then led by a contracted sourcing manager, supported by a new
project coordinator, who managed it through to completion.

Roles & Responsibilities

A lack of accountability and responsibility existed within the return-to-market project with regards
to decision making throughout 2022, when the AoG Panel refresh process was taking place
alongside the future state workstream and Westpac negotiations. No clear decision-making
framework existed within the project such as a RASCI to ensure clarity on who had the authority
and expectation to make decisions such as within the commercial dialogue process.

The project manager assumed overall responsibility for the return-to-market project but
considered the most important focus to be on developing the future state work. The project
manager’s view was that the procurement/sourcing team at MBIE held responsibility for the
procurement aspects regarding core Crown Transactional services and running the AoG Panel
refresh process. It is unclear if the procurement lead was aware of their decision-making authority,
but feedback from the banks suggested that neither the project manager nor procurement lead
during 2022 were comfortable making any decisions to support the banks with understanding the
requirements asked of them. Progress was made when personnel changes occurred in 2023
during the contracting process.

Only the project manager, whose focus was on the future state work, attended the Governance
Group meetings from the project team. Given the mandate of the Governance Group included
oversight of the procurement process, this could explain why there was a lack of transparency that
the Governance Group received of the procurement process activities and issues.
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Governance Reporting

Several of the issues regarding the effectiveness of the Governance Group and visibility of risks
and decisions discussed earlier, appear to be due to the project manager tightly controlling the
reporting and information available to the Group.

Project Status Reports were produced and circulated ahead of each Governance Group meeting
which were typically scheduled for an hour. Feedback from the Governance Group members
indicated much of this time was taken by the project manager talking through the Project Status
Report, which often identified issues too late for the Group to influence the outcomes of the
decisions (e.g., the withdrawal of BNZ from the commercial dialogue process).

While action items were recorded from the Governance Group meetings, these were not actioned
until the PID was produced and approved in October 2022. This was very late in the project and
just before the RFP documentation was released to market.

A simplistic three scale traffic light (Red, Amber, Green) was utilised in the Governance Group
reporting and was utilised in a way that didn't provide the right controls or transparency as issues
and risks were developing. Given that most issues and risks were reported after the fact, a more
suitable tool could have been to include additional levels such as Red 1, Red 2, Amber 1, Amber 2,
Green with clear settings for each level as issues and risk grew.

Absence of Project Management Tools

Key project documents and tools were not in place and restricted the project team from gaining
alignment and clarity on the approach taken within the procurement workstream. The project
team had no visibility of any risks and issues register or of any action items and feedback provided
from Governance Group meetings. A project plan and timeline such as a project Gannt Chart was
also not available for the project team until late in the project when new resources started in 2023
to support the contracting process.

While a comprehensive PID was produced, this was not finalised and approved by the Governance
Group until October 2022, twenty months after the project started in March 2021 and after the
commercial dialogue process had concluded regarding the AoG Panel refresh. This is an important
project document that needed to be agreed before going to market so that the objectives of the
project were confirmed and known, the project resource requirements identified, and the activities
that needed to be undertaken with approval stage gates were clear and transparent.

A significant commitment was made by the banks in terms of resources and time to produce the
commercial dialogue presentations and attend the numerous workshops over a 10-week period
often with little guidance from MBIE on the detail to be covered. No evaluation tool was in place to
capture key elements of the presentations or any way of ensuring a comparison on pricing
structures could be made. A lack of evaluation tool and substance to certain areas combined with
little technical information requested from banks in the RFP documentation resulted in one agency
representative removing themselves from the RFP evaluation panel.
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7.0 Key findings

o)
7.1 Did the project achieve its objectives and benefits? ./ 5

_ //,
<
» pA
y 4
— w4

For the purposes of assessing whether the project’s objectives and benefits have been achieved,
we have considered both the original goals and the project objectives, as outlined in Section 5

above.

The assessment of the achievement of the original goals is shown in following table:

Goal

Achievement

Comment

Ensure continuity of All of
Government banking services to
agencies beyond June 2023

O

The new banking services agreements with
Westpac and with the AoG Panel ensures
services will continue to be provided for the
term of the new agreements. Non-Core
Transaction Services have been added to the
panel. However, there has been a reduction in
the number of providers for Foreign Exchange
and Card services and, the introduction of the
Non-Core Transactional service has limited
choices for non-core agencies.

Remove the risk of having an
entrenched sole supplier of
transactional banking services to
Crown Core Agencies [in time to
enable an open and competitive
return-to-market for those
services prior to the expiry of a
renewed agreement with Westpac,
i.e., by early 2026]

While the re-signing of Westpac has addressed
the immediate risk around continuity of the
current core Crown Transactional service, there
remains an entrenched sole supplier of these
services and significant work to be done prior to
expiry of the new banking services agreements.
The issues of business ownership and funding
of the future state work remain unresolved at
this time and until these are resolved there is no
assurance this goal will be achieved within the
term of the new agreements.

K

ey
C Fully achieved

O Partially achieved

G Not achieved

As discussed above, the objectives changed considerably over the course of the project and
therefore we have assessed the achievement of these using the objectives proposed to the
Governance Group in February 2022, which were consistent with those in the Commercial Strategy,
as well as those agreed by the Governance Group in October 2022 as part of the PID. The
assessment regarding the achievement of the first set of objectives is shown in the following

tables.
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Objectives 18/2/2022 Comment Objectives 26/10/2022 Achievement | Comment
Resilience [Flexibilty) Tne current rel ance on one bank for cere Crawn Procurement - Westpac Core Services The BSA with Westpac zllows time far future state
transzctional bznkirg has not beer redJcec solutions 10 be xmplcmer;tec. 7 N

While the Reserve 2ank cversees tne resitence of New
Zealend’s cank ng syster as 2 whao'e, creating

flexit ity for government to cfoose its Danking
srowderss will buille resiience ana aderess undeslying
s14x, 2uch 25 the current reliaaze cn are hank for carz
Crow trénsact ong baring

Service Continuity

Zont ity of service for agercies whils transiticnng
fram current 12 future siate, or walle crang ng banking
croviders

1

Tre new bankirg services agreement provide for
cantinaity of se~vices for core Crown transactional
banking ard some panel serv ces; nowever transitional
ecrangements for the future state Yave rot been
Echieved.

Estanhsh a BSA with Westpac as the sole sourca
prov der of transactionz. banxing services for Core
Agercies for 2 per od that allows solut ons to be
implemented that enatle ezsier transition between
provders

E—

1)

Procurement - Panel Services Refresh

Rur an cpen 2nd competitive procurement precess 1o
refresh the All of Government Banking Panel for
Payment. Card ans FX cervices with minimal changes to
serv.ce requirements or supplier prerequisites.

| —
The procurement processresulted in new agreements
ASC < ~
for care and panel services; and 1he additicn ol >
X

Non-Core Transaction Services. -

Public Value

n aczordance with the Gaver ament Procurement
Sules, Pub ¢ Vaiue meass the best ava fabla result fer
New Zealand {21 the meney soent.

Tve core Crown transact onal bansing @nvices pricing
i« g significant incresse ©n the previous agreement,

2 though i still considered reasonable for the services
provided. The aaditonal valus envisaged from the
future state transition has not been achieved

Procurement — Add new category to Panel

Add an gddit onal AoG Banking Panel Categary for
trarsactonal banking servicss for non-Core Agencies.

Trarsactional bank ng services for non Core Agencies
were added to the panel

Flexioility (Resilience)

Directly re ated to cur vis.on statemert; “New
Zesland’s resibence is ennanced through flexible
foverament bankirg.”

Tne fisxib ity in government d2nking servicss
envisaged n the future siate transition has not been

ecnieved.

Future State - Transition Constraints

Identify 2nd guan: fy the curren: canstraints Core
Agencies have that prevent
prov ders

y trans tion between

Some worx was dene early i the project ta identify
the current constrants Core Ageacies have that
prevent easy transtian between praviders; however,
these constrants kave not been cocumented in detail,

Portability

Zovernment owned bank account numboers and 3
‘provider agnestic” portsble governmeant barking

clatfarm,

Covernment owned ban< accoJnt numbers Nave not
been achieved

Future State - Transition Solutions

Identify 2nd implement solutions that remove, reduce
gency canstraints 10 1-ansitioning between banking
provders

Some werk was dene early in the project to identify
solution aptions that remove /reduce agency
constraints to trans tion ng between bankirg
provders; however, na arogress was made towards
implementing solutions

Simp'ification

The project wants to reduce the compéxity of carrent
sySte s @nd processes @nd monmise ary associated
5%, “he end-o-end flows of government banking are
1ot cocurented or fully understead.

The end-te-end flows of goverment banking have not
been cocumented o fully understooad.

Future State - Transition Alignment

Ensure recommended solution options leverage or
align with torthcoming industry and zgency changes

Early work on sclution opticns included discussion of
“open banking” and other forthcoming industry and
agency changes.

Portability
The gvility for Government to eas ly transition bankirg
services between providers with monimal dsiuptive

mpé&ct 1o 3N ggency

hane of the tuture state solut ons such as government
#ccount nambers has becn implemented at thistime

Simpilification

Histenical'y, sene egenc es have implemented bespese
2rcustomised Dank g stlutions. Taers islkow v sihility
cverne extent of these c.:swrjjaner;%ard (he _,‘
transoortzaility of these services’ta-anather pros der -

o0 000 0 0 o

Tne agency customisations have nat been fully
documented and therefere the transpertab ity of
these serv cas to another provider has ot baen
impreved

Future State — Cross-Agency Data Access

Ensure solution optians enznle Treasury to access
current and histor cal cross-2gercy transaction date

Future State — Further Benefits

Identify cppertunities to leverage ‘melemanted
solutions ar project team capabilities ‘or further
benefits

The new BSAc« include zdditianal ~eporting
requiremants; however the sddit'ona! value-acded
data senvices envisagec in the early future state work
have not been ach eved

The addiz ona value-added services envisaged 1 the
early future state wark have not beer achieved
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7.2 Did the project have the right governance, systems, and processes in
place to ensure success?

The issues of business ownership, role of the Governance Group, the procurement process, resourcing,
and structure discussed in Section 6 above indicate that the lack of full achievement of project goals and
objectives was due, at least in part, to the project not having the right governance, systems, and processes
in place to ensure success. The positive outcomes that were achieved were largely due to the efforts of a
few MBIE staff and advisors late in the project to ensure the procurement process was concluded in a
satisfactory manner and the new banking services agreements were executed, albeit somewhat late in the
piece (and in one case after the earlier banking service agreement had expired).

As noted above, the complexity of the banking services, the high value of the services to Government
(compared with their cost) and the high impact of any service failure indicate that strong functional
leadership is required to ensure successful outcomes in future, particularly in respect of the future state
options work. A degree of separation between the future state work and the formal procurement process
is necessary to ensure clarity and focus on each of the work streams and avoidance of conflicts for the
banks between contributing to the future state work and not prejudicing their competitiveness in the
procurement process. These elements are addressed in the recommendations below.

7.3 What improvements can be identified for the next Banking Services
procurement, and for other projects of this nature?

The following section makes recommendations for the development of future all-of-government banking
services that may also be applied to other projects of this nature.
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8.0 Recommendations for the future

This review concludes that there are several areas where effort and investment should be focused to
improve the preparedness, procurement process and outcomes for AoG banking services in the future.

8.1 Business ownership/functional leadership

The Treasury should command the role of lead agency and business owner of AoG banking services. This
includes being the business owner of the work outlined in the following sub-sections which will require
funding and resources prior to the next return-to-market exercise.

The Governance Group should continue but with an updated terms of reference to become the ongoing
AoG functional leadership group for banking services (perhaps with a corresponding name change).
Representation on this group should be from Chief Financial Officer level or above.

8.2 Ministerial endorsement and funding for future state work

Early Ministerial endorsement is needed for the work set out in these recommendations. In particular,
Ministerial endorsement is required for the preparation of a two-stage business case that builds on the
future state work already completed and sets out a recommended pathway for the future of government
banking services, as outlined in the timeline depicted in Section 9.6.

Funding should be sought, if necessary through a budget initiative in Budget 2024, to complete the
business case and future state work.

8.3 Business case for future state

A programme business case for funding to develop detailed options and gain Ministerial approval for
preferred option(s), should be completed within FY24/25 to secure funding in Budget 2025 for the
completion of a detailed business case for investment in the preferred option(s).

The aim of the detailed business case will be to secure funding for development of the preferred option(s)
within FY26/27 and beyond. The transition to a proposed future state may be phased with a first tranche
delivered prior to a return-to-market in 2027.

8.4 Future state work

It is proposed that the future state work is led by The Treasury, supported by the Governance Group. Once
the preliminary business case is approved, the work will involve engagement with agencies, banks, and
other stakeholders. This would involve scoping and costing detailed options for the transition to the future
state, establishing the timeline, and developing detailed requirements for return-to-market activities. This
work will need to be completed, at least to the point of defining requirements for a first tranche of
changes, prior to the return-to-market activities.

8.5 Return-to-market activities

It is proposed that MBIE Government Procurement leads the return-to-market once the future state work
has identified the detailed requirements at least for the first tranche, ideally prior to the expiry of the first
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contract period on 30" June 2027, and at latest prior to expiry of the two-year right of renewal. This will
ensure the engagement with banks around the future state options analysis does not overlap with the
return-to-market activities, avoiding potential conflicts for tender respondents and agencies between the

formal procurement process and less-formal future state engagement.

8.6 Timeline

The proposed timeline for these recommendations is shown in the following diagram.

BSAs Signed
(4] New Agreement period New Agreement right of renewal

-— Programme Business Case

.— Budget 2025 Initiative

Future State Work (Tranche 2)

------- Future State Work (Tranche 1) ittt

Budget 2026 I : Return to Market
Initiative

(Tranche 1) 1
(5 NewBsasigned

30 June 2023 30 June 2024 30 June 2025 30 June 2026 30 June 2027 30 June 2028

Future Budget !

Initiatives

30 June 2029
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Appendix 1: Interviewees

Name

Position

Chief Advisor - Procurement

Project Manager

Legal Advisor

Manager, Supplier

Relationship Management

Procurement Specialist

Procurement Specialist

Manager, Commercial
Strategy and Sourcing

Banking Advisor

Partner

AOG Portfolio Manager

AOG Portfolio Manager

General Manager Corporate

and Finance

Organisation
MBIE

MBIE (contractor)
MBIE

MBIE

MBIE

MBIE

MBIE (contractor)

MBIE (consultant)

Buddle Finlay

MBIE

MBIE

Te Whatu Ora

Role in Project
Business Owner
Project Manager
Legal Advisor

Author of Category
Review, early future
options papers

Procurement specialist

Procurement specialist
involved throughout
process

Managed contract
negotiations from January
2023

Banking subject matter
expert

Legal advisor, contract
negotiator

Procurement specialist
early in project, manages
banking services
agreements

Wrote Commercial
Strategy, early future
state documents

Member of the RFP
evaluation team
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Consultant Buddle Finlay Legal advisor, banking
subject matter expert,
;‘llné_m/ber of the

“Governance Group - .

Chief Government The Treasury Member of the
Accountant Governance Group

Advisor, Financial Stability Reserve Bank of New Member of the
Group Zealand Governance Group

Chief Financial Officer Ministry of Justice Member of the
Governance Group

DCE Corporate and Finance  ACC (previously MBIE) Member of the
Governance Group

Chief Financial Officer Inland Revenue Member of the
Governance Group

Commercial Information

] Head of Public Sector Westpac Supplier/respondent to
tender
[ ] Client Director, Public Sector BNZ Supplier/respondent to
tender
[ Contract Owner Renewals ~ BNZ Supplier/respondent to
tender
_ Director, All of Government  ANZ Supplier/respondent to
tender
[ Government Relationship ASB/CBA Supplier/respondent to
Owner tender
[ DCE Building, Resources and MBIE Chair of the Governance
Market Group
_ GM Procurement MBIE Project Sponsor
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