
   

Treasury:2032273v2   1 

The Treasury 

South Canterbury Finance Limited Information Release 

Release Document 

April 2011 

www.treasury.govt.nz/publications/informationreleases/scf 

 

Key to sections of the Official Information Act 1982 under which information has been 
withheld. 

Certain information in this document has been withheld under one or more of the 
following sections of the Official Information Act, as applicable: 

[1] 9(2)(a) - to protect the privacy of natural persons, including deceased people 
  

[2] 9(2)(b)(i) - to protect trade secrets 
 

[3] 9(2)(b)(ii) - to avoid unreasonable prejudice to the commercial position of the 
person who supplied the information or who is the subject of the information 
 

[4] 9(2)(ba) - to protect information that is subject to an obligation of confidence, or 
that was or could be provided under legal compulsion, where making the 
information available would be likely to prejudice the supply of similar 
information and it is in the public interest for that information to continue to be 
supplied 
 

[5] 9(2)(d) - to avoid prejudice to the substantial economic interests of New 
Zealand 
 

[6] 9(2)(g)(i) - to maintain the effective conduct of public affairs through the free 
and frank expression of opinions 
 

[7] 9(2)(h) - to maintain legal professional privilege 
 

[8] 9(2)(i) - to enable the Crown to carry out commercial activities without 
disadvantage or prejudice. 

Where information has been withheld, a numbered reference to the applicable section 
of the Official Information Act has been made, as listed above. For example, an [8] 
appearing where information has been withheld in a release document refers to section 
9(2)(i). 

In preparing this Information Release, the Treasury has considered the public interest 
considerations in section 9(1) of the Official Information Act. 
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LA-7-24-1-6-5 
 
 
30 April 2010 
 
 
             
Partner 
KordaMentha 
Level 16, Tower Centre 
45 Queen Street 
AUCKLAND 1140 
 

By email                         
 
Dear        
 
APPOINTMENT OF KORDAMENTHA AS AN INSPECTOR UNDER CLAUSE 6.5 OF THE 

CROWN DEED OF GUARANTEE IN RELATION TO SOUTH CANTERBURY FINANCE 

LIMITED. 

 
South Canterbury Finance Limited (“SCF”) and Her Majesty the Queen in right of New 
Zealand, acting through the Minister of Finance (the “Crown”) have entered into a Crown 
Deed of Guarantee (Non-Bank Deposit Taker) dated 1 April 2010 (the “Deed”). 
 
Given the significant recent changes within SCF, the Crown requires independent validation 
of some key pieces of information and more detailed information in regard to several specific 
aspects of SCF.  Accordingly the Crown wishes to appoint KordaMentha as an inspector 
under clause 6.5 of the Deed to report to the Crown in accordance with the scope document 
referred to below and this letter. 
 
This appointment is to be subject to the terms of the attached Agreement for Inspection and 
Related Services and the terms of this letter.  
 
The key issues that the Crown requires to be investigated are outlined in this letter, and are 
to be used in conjunction with a verbal briefing from the Crown.  After the verbal briefing 
KordaMentha is to compile a detailed scope document for the inspection and the resulting 
inspection report within three business days of the verbal briefing.  The scope document is to 
outline: 
 

• The detailed deliverables of the report; 

• The required external consultants; 

• Key milestones dates, including a completion date for the inspection; 

• Key personnel conducting the inspection;  

• Estimated expected costs associated with the report; and 

• The format of the report. 
 
The scope document is to be approved by the Crown and the Agreement for Inspection and 
Related Services is to be signed prior to the commencement of the assignment, which is 
expected to be completed within three weeks. 
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During the course of the investigation as a result of information provided to the Crown 
(whether by the KordaMentha, SCF or third parties) the Crown may notify KordaMentha of 
other matters in respect of which it wishes KordaMentha to report to it. 
 
The Crown anticipates that KordaMentha will have discussions with the directors, senior 
officers and key advisors of SCF.  KordaMentha may instruct professional advisors in areas 
that require specialist skills, subject to Crown approval. 
 
The Crown recognises that KordaMentha’s ability to complete the above tasks will be limited 
by the availability of information and cooperation of SCF, and the third party reporting.  
Please advise the Crown immediately if you should experience any problems in sourcing 
information from SCF or in the level of co-operation from SCF. 
 
Please ensure that KordaMentha and any of its appointed consultants observe and continue 
to observe all relevant securities laws and NZX Listing Rules in or in connection with the 
investigation (including without limitation, the Securities Markets Act 1988) where applicable. 
 
1. The Crown needs to fully understand the following issues that are currently, or may 

potentially be having an effect on SCF; 
 

a. Liquidity; 
 
The Crown needs to understand SCF’s ability to fund itself up until the end of the 
initial guarantee period (12 October 2010), and beyond.  Rollover rate, new money 
inflows and potential concentration risks arising from current actions are all key 
considerations. 
 

b. Management; 
 
Given the historical level of related party transactions, recent changes to 
management / directors and the significant challenges facing SCF, a view on the 
suitability of SCF’s management control environment is required. 
 

c. Equity; 
 
The Crown is seeking to understand the level of “effective” equity currently held by 
SCF, the timeline SCF has for additional “effective” equity to be injected and the 
structure (capital, management etc) that SCF will likely to be required to have by any 
potential external equity investor. 
 
The Crown is seeking to understand the expected financial position that SCF will be 
in with the commencement of the RBNZ regulatory requirements in regard to capital 
ratios and related party exposure regulations later this year. 
 

d. Asset Quality; 
 
The Crown is seeking analysis of the level of related party lending, non lending 
assets and lending assets (non-core) held by SCF.  In addition, the contractual 
maturity and the expected timeline that SCF is working towards in regard to the 
liquidation of these assets/exposures should be summarised. 
 
The Crown needs to understand the level contingent liabilities, guarantees or “virtual 
related party” lending within the portfolio. 
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e. DGS Reporting; 
 
The Crown has concerns in regard to the accuracy of the information that SCF 
provides The Treasury (through its trustee and the RBNZ), and would like the 
process used by SCF to be reviewed by KordaMentha, specifically: 
 
1. The month end reporting for December 2009 provided to The Treasury should be 

reconciled with the December 2009 audited half yearly accounts and signed off 
by KordaMentha.  If necessary, the monthly DGS reporting for December 2009 
should be restated; and 

 
2. SCF’s DGS reporting process should be audited, and any changes should be 

implemented.  If necessary, the monthly DGS reporting to The Treasury for 
January 2010 through to April 2010 should be restated, and signed off by 
KordaMentha. 

 
The inspection report is expected to be succinct, factual and draw clear conclusions. 
 
Please Note: Your attention is drawn to clause 10.1 of the Agreement for Inspection and 

Related Services.  No qualification or restriction to your inspection report or 
Treasury’s use of that inspection report will be accepted. 

 
If you have any questions or require clarification, about any of the matters contained in this 
letter please do not hesitate to contact Craig Murphy or John Park. 
 
Yours sincerely 
 
 
 
 
Dr Brian McCulloch 
Director, Financial Operations 
for Secretary to the Treasury 


