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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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From: John Park
Sent: Wednesday, 24 March 2010 10:51 a.m.
To: ^MOF: Paul Dyer; ^MOF: Alex Harrington
Subject: Deposit Guarantee Scheme Update
Attachments: 1793184_1.pdf

[SEEMAIL] 

Commercial – in- Confidence 

 

For your information. No action required. 

 

John Park 

Manager, Guarantee Scheme, The Treasury 
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DGS Update 
 
Applications for Extended Retail Deposit Guarantee (as at 23 March 2010) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Approved  
 
2 entities (Marac Finance and Equitable Mortages) have so far been approved as at 
Tuesday 23 March 2010. 
 
Applied 
 
3 entities (SCF, PGG Wrightson Finance and Wairarapa Building Society) have 
applications under consideration. Initial consideration was given to the an application 
by           however that application is currently on-hold, at their request.  
 
A further 3 entities                                                          have 
advised verbally that they will be applying, but applications have not yet been received 
 
 
Status of Pending Applications 
 

• South Canterbury Finance (Net Loss Given Default “NLGD”: $696m)1 - A 
decision on SCF’s application for the extended Guarantee Scheme is currently 
waiting on satisfactory progress by the company in finalising audited accounts 
for the 6 months ending 31 December 2009, but is possible by the Friday 26 
Match 2010.  
 
 
 

1 NLGD is the estimated net loss to the Crown (after paying all eligible claims then 
receiving the Crown’s share of the proceeds of asset recoveries from the receivers) in 
the event the entity defaults during the period of the Crown guarantee. 
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Based on information held as at 19 March 2010, the Treasury currently 
assesses SCF as more likely than not to fail. SCF needs to raise an estimated 
$1billion in funding between now and 12 October 2010 (via new or rollover of 
existing debentures funding, asset sales or loan repayments) to meet 
scheduled debenture maturities. The company has signalled that funding would 
remain a significant challenge even if it were approved under the extended 
scheme. 

 
Nonetheless, SCF has successfully managed through a number of difficult 
issues over the past year and has undergone significant restructuring including: 

o A new CEO and senior management team; 
o Independent directors now a majority of Board; 
o Appointment of new auditors (Ernst and Young). 

 
A decision to approve SCF for the extended guarantee would therefore provide 
the opportunity for the company to successfully negotiate the issues in front of 
it, but in view of the significant funding requirement, the company would still 
face a heightened risk of failure.  

 
Conversely, a decision to decline the application would almost certainly result in 
the failure of SCF in the very short term as it would be unable to meet its 
obligations as they fall due. The Crown’s contingent liability (NLGD) would then 
be crystallised. (Note that the eventual net loss to the Crown in the event of 
default may vary from the current estimate.) 

 
•                                                                 

                                                                                
                                                                                  
           

 
•                                                                         

                                                                            
                  

 
Monitoring Update 
 

• Vision Securities (NLGD: $34m) - Not eligible for the extended Guarantee 
Scheme and considered likely to default. Prospectus is off market pending 
finalisation of 30 September 2009 audited accounts and an inspection for the 
Crown has concluded the existing provisions agreed by the company should be 
$4.5 - $5.0 million higher. Increased provisions would cause a further breach of 
the capital ration covenant in the trust deed.  In the short term, liquidity is 
dependent on asset realisations.  

 
• Allied Nationwide Finance (NLGD: $55m) - Not eligible for entry to the 

extended Guarantee Scheme and considered likely to default. There is now 
significant doubt that ANF will receive all or even a substantial portion of the 
proposed $50m capital injection from its parent from the proceeds its Hanover 
Finance transaction.  Scoping of an inspection focussing on liquidity 
management strategy in the period to 12 October 2010 is underway. 
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• Mutual Finance (NLGD: $1m) - Has increased its property development 
exposure following a change in ownership (Paul Bublitz) and has limited 
liquidity.  An investigator is likely to be appointed. 

 
• Rockforte (NLGD: $0) - Is winding down and is advanced in discussions to sell 

its loan book and repay remaining debenture holders.  If unsuccessful, it would 
be put into receivership but in the meantime, the Crowns contingent risk is not 
increasing. 

 
•                                                                       

                                                                           
                                                                        

 
• Viaduct  Capital (NLGD: $10m) - Had its guarantee withdrawn in April 2009 but 

continues along under increasing liquidity pressure.  Being monitored to ensure 
prudent management. 

 
•                                                                     

                                                                             
                                            

 
Claims Payout in the Event of Default 
 
An outsourcing arrangement with Computershare is on standby to undertake claims 
processing for any significant defaults. Details of debenture registries have been 
requested from entities considered likely to default to ensure any data quality issues 
are identified in advance of failure. 
 
OIA / Ombudsman Requests 
 
Treasury has responded to an initial enquiry by the Ombudsman in relation to a 
Mascot Finance claim that was declined by the Crown. The reply was sent on 5 March 
2010 and Treasury is awaiting the Ombudsman’s decision. 
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