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Action Sought 

 Action Sought Deadline 

Minister of Finance 

(Hon Bill English) 

Indicate your preferred timetable for 
announcement of the extension to 
the Deposit Guarantee Scheme and 
the passing of legislation. 

Prior to the meeting with the 
Prime Minister on 3 June 2009. 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact

Joanna Gordon Manager, Financial Markets 
and Institutions 

[Withheld – 
privacy] 

[Withheld – 
privacy] 

 

Toby Fiennes Head of Prudential 
Supervision, Reserve Bank 
of New Zealand 

[Withheld – 
privacy] 

  

 

Minister of Finance’s Office Actions (if required) 

None. 

 
 
 
 

Enclosure: No
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20 May 2009   

Treasury Report: Cabinet and legislative process for extension to 
DGS 

Executive Summary 

1. This report discusses factors to consider in setting a timetable for announcement of an 
extension of the Retail Deposit Guarantee Scheme (DGS) and introduction of 
legislation. [           Withheld – legally privileged   
                                             ] This report also follows up on the Financial System 
Issues meeting on 13 May 2009 where you indicated: the extension to the DGS should 
be announced soon in order to provide certainty to the market; and you agreed that the 
extension should be introduced under urgency after getting buy-in from other political 
parties. 

 
2. The current DGS is due to expire on 12 October 2010. At the latest, the market needs 

certainty a year out from expiry to enable depositors that invested for one year in 
October 2008 to make informed reinvestment choices. However, it is desirable to 
provide the market with certainty as soon as possible in order to reduce risks to 
financial stability and improve the allocation of resources. 

 
3. In addition to timeliness, there are a number of other factors which need to be 

considered in setting a timetable to pass legislation: 
 The House is adjourned between 6-17 July (this also limits the time available to 

Select Committees to examine the Estimates); 
 Passing legislation before the House adjourns on 6 July would: limit the time 

available for detailed policy analysis; require Cabinet to consider the policy and 
legislation simultaneously; and does not allow time for Cabinet to make changes 
to the legislation without risk of mistakes or rushed decisions. 

 
4. Therefore, we recommend decoupling the announcement of the extension from 

passing legislation. You could announce the extension to the Deposit Guarantee 
Scheme in late June, following the Cabinet policy decision and a decision on the 
parliamentary timetable for the bill, and consultation with other parties. You could then 
aim to pass legislation under urgency the sitting week of 28 July. 

 

Recommended Action 

We recommend that you: 
 
a note that late July is the earliest it would be practical to pass legislation under urgency 

to extend the Deposit Guarantee Scheme; 
 

b note officials recommend decoupling announcement from legislation in order to provide 
earlier certainty to financial markets; 
 

c agree to a draft timetable for introducing legislation and passing all stages under 
urgency  to extend the Deposit Guarantee Scheme the sitting week of 28 July; 

 
agree / consider earlier options / consider later options 
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d agree to announce the extension to the Deposit Guarantee Scheme in late June; this 
would follow Cabinet decisions on policy and the parliamentary timetable for the bill, 
and consulting other parties. 

 
agree / disagree  

 
 

 
 
 
 
 
 
Joanna Gordon          Toby Fiennes 
Manager- Economic Performance Group       Head of Prudential Supervision 
for Secretary to the Treasury         Reserve Bank of New Zealand 
 
 
 
 
 
 
 
 
Hon Bill English 
Minister of Finance 
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Treasury Report: Cabinet and legislative process for extension to 
DGScheme 

 
Announcement of extension as soon as possible to provide certainty to the market 
 
5. The current Retail Deposit Guarantee Scheme (DGS) is due to expire on 12 October 

2010, in around seventeen months. The underlying market turbulence that gave rise to 
the DGS has not abated significantly in the last seven months and there is growing 
pressure from industry to clarify whether the DGS will be extended, or otherwise, 
beyond October 2010. This pressure arises in the knowledge that Australia’s deposit 
guarantee scheme is not due to expire until October 2011. 

 
6. At present there is uncertainty within industry as to whether the Government will extend 

the existing scheme, replace it with an alternative arrangement or allow the existing 
scheme to expire. This uncertainty is most acutely felt in the non-bank sector which is 
generally more reliant on retail funding than the banks and is already resulting in sub-
optimal allocation of resources.  

 
7. The Reserve Bank and Treasury believe that it would be preferable to reduce this 

uncertainty as far as is possible and make an announcement on the future of the DGS 
by the end of June 2009. At the very latest, we believe that an announcement should 
be made by the end of September 2009 to enable depositors that invested for one year 
in October 2008 to make an informed reinvestment choice and reduce risks to financial 
stability. 

 
8. In order to reduce market uncertainty, the announcement will need to be clear about 

the parameters of the extension (coverage, eligibility, fees etc) to provide a basis for 
certainty (which will ultimately be achieved once legislation has been passed). 

 
Announcing the DGS extension at the end of June and passing legislation under 
urgency at the end of July 
 
9. [   Withheld – legally privileged 

 
 
 
 
 

]  
 
10. [   Withheld – legally privileged 

 
 
          ]  

 
11. Also discussed at the 13 May meeting, it is desirable to provide market certainty by 

passing legislation as quickly as possible. However, there are a number of other factors 
which need to be considered in choosing a timetable to pass legislation: 
a. The House is adjourned between the 6-17 July, limiting the dates when all stages 

of the legislation can be passed under urgency; 
b. The two week adjournment of the House limits the time available to Select 

Committees to examine the Estimates,1 passing legislation under urgency before 
28 July would further limit the time available; 

                                                 
1 Standing Order 328 requires select committees to report to the House on their examinations of the 
Estimates within 2 months after the delivery of the Budget. Most select committees are likely to finalise 
their reports on the Votes they have examined on the sitting week of 21 July. 
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c. Time needs to be allowed to consult senior Ministers and opposition parties; and 
d. Passing legislation before the House adjourns on 6 July would not be possible if 

the full Cabinet process for legislation is followed. An accelerated process 
(outlined below) would: limit that time available for detailed policy analysis; 
require Cabinet to consider the policy and legislation simultaneously; and does 
not allow time for Cabinet to make changes to the legislation without risk. 

 
12. Therefore, we recommend decoupling the announcement of the extension from the 

passing of legislation in order to provide the market with certainty and also ensure a 
good process is followed. The extension and key features could be announced in late 
June, and legislation passed in late July.  
 

13. The announcement will provide the needed certainty to the market so long as it is seen 
as definitive on the details of the transitional scheme. Officials consider that this will be 
provided if: 
a. The announcement is clear on the critical details of the transitional scheme; 
b. There is little delay between the announcement and the passing of legislation; 

and  
c. Most critically, the legislation that is passed is certain to match the 

announcement. This will depend on support from opposition parties and passing 
legislation under urgency, as passing legislation under urgency means that it will 
be passed quickly and that Parliament is not intending to make changes. 

Officials will provide you with further briefing on the need for extension and passing 
legislation under urgency. 
 

14. As you noted at the meeting on 13 May, some affected entities are publicly listed so we 
would recommend announcing the extension after New Zealand and Australia markets 
have closed.  
 

15. We recommend that legislation is passed the sitting week of the 28 July but an 
announcement is made in late June. Draft timelines of the accelerated and full process 
(recommended) are set out in the table below. 

 
Illustrative timelines leading up the passing of legislation under urgency to extend 
the DGS 

 
Week Accelerated process (not 

recommended) 
Full process (recommended) 

1-5 June Meeting with PM 3 June (provide 
draft Cabinet paper and legislative 
drafting instructions) 

Meeting with PM 3 June 
(provide draft Cabinet paper) 

Legislation drafted 
8-12 
June 

Consult other senior Ministers 
Consult other senior Ministers 11 June - Cabinet paper submitted  

15-19 
June 

Legislation finalised 16/17 June - Cabinet Committee 
discussions (EGI/ECC?) 18 June Cabinet paper and 

legislation submitted  
22-26 
June 

24 June Cabinet Committee  
discussions (LEG and EGI/ECC?) 

22 June – Cabinet decision on 
policy, parliamentary process, and to 
consult other parties 

Consult other parties Consult other parties 
Legislation drafted and finalised 

29 June 
– 3 July 

29 June Cabinet decision 
30 June or 1 July (7:30pm) – 
announce transitional scheme, pass 
Legislation under urgency 

Announce transitional scheme 

6-10   
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July 
13-17 
July 

 16 July – Cabinet paper and 
legislation submitted (Committees 
not sitting this week) 

20-24 
July 

 23 July – LEG decision 
Consult other parties 

27-31 
July 

 27 July – Cabinet decision 
28 or 29 July  (7:30pm) – pass 
Legislation under urgency (could be 
the week earlier) 

 


