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Joint Report: A Proposed Timeline for Phase 2 of the Reserve 
Bank Act Review 

Executive Summary 

 
The Project Team and Steering Committee1 for phase 2 of the review of the Reserve Bank 
of New Zealand Act 1989 have been developing a work programme based on the terms of 
reference that you released on 7 June.  The draft work programme incorporates timeframes 
for engagement with you and other ministers, the expert panel and other stakeholders, and 
Cabinet processes.   
 
This paper seeks your agreement on the suggested approach and we would welcome the 
opportunity for a discussion of key milestones and how they will be delivered. 
 
The proposed schedule envisages a policy development phase centred around a three-
stage public consultation process.  The first consultation, starting in November 2018, would 
seek feedback on a range of primary topics that will be crucial to shaping the broad 
outcomes of the review.  These include the Reserve Bank’s objectives and governance 
arrangements, the regulatory perimeter, the case for and against institutional separation, and 
the case for and against some form of depositor protection.  We would be seeking an early 
steer from you on decisions in these areas as the choices made will have a material impact 
on the subsequent direction and timeframes for the remainder of the review. 
 
A second consultation starting in April 2019 would seek feedback on options developed in 
light of the first consultation along with the remaining issues covered by the terms of 
reference and some remaining matters carried over from phase 1 of the review.  A third 
consultation starting in September 2019 would garner feedback on preferred options on any 
remaining issues in light of the second consultation. 
 
The proposed schedule has been developed with a view to being able to introduce core 
changes to the Reserve Bank Act during this term of parliament.  However, we note that 
certain decisions could see the timeframe needing to be lengthened and mean that the bill 
would not be ready to be introduced during the current term.  These include decisions to 
separate the prudential supervision function from the rest of the Bank, major changes to the 
Bank’s regulatory perimeter, or a decision to pursue an explicit deposit insurance or 
compensation scheme. 
 
We would expect to re-assess the timeframe in early 2019 following the first consultation 
process and in light of any decisions made around these key issues.   
 
 

                                                
1  The steering committee comprises senior officials from the Treasury and the Reserve Bank, plus the Chair of the 

Independent Expert Advisory Panel. Suzanne Snively. 
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Recommended Action 

We recommend that you: 
 
a note that the Review Team for phase 2 of the Reserve Bank Act 1989 Review has 

begun work on the next stage of the review with oversight from the Steering 
Committee. 
 

b note that the team’s initial work has been focussed on developing its work programme 
based on the terms of reference and indicative timeframes. 
 

c agree that work should proceed along the lines of the draft timeline set out in this 
paper, which envisages a three stage public consultation process over 2018 and 2019. 

 
Agree/disagree 
 

d agree that the first consultation, covering the primary topics that will be crucial to 
shaping the broad outcomes of the review, takes place in November 2018 

 
Agree/disagree 
 

e note that your regular engagement with the steering committee will be important 
throughout the review to provide us with an early steer on key decision points. 

 
d note that the timeframe for the review could lengthen due to decisions taken on 

matters such as institutional separation, the regulatory perimeter or depositor 
protection.  

 
e agree that the draft timeline be re-assessed in early 2019 in light of preliminary 

decisions on the matters noted above and any other factors. 
 

Agree/disagree 
 

f  refer this report to the Associate Ministers of Finance (Hon Parker, Hon Jones, and 
Hon Shaw) 

 
Refer/Not referred 

 
 
 
 
 
Bernard Hodgetts  
Review Director, Phase 2 Review   
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance  
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Joint Report: A Proposed Timeline for Phase 2 of the Reserve 
Bank Act Review 

Purpose of Report 

1. This report provides you with a proposed timeline for Phase 2 of the Reserve Bank Act 
Review and seeks your agreement on the key milestones.  The paper notes the factors 
that could lengthen the timeframe and highlights the importance of early decisions on a 
range of primary issues that will be critical to shaping the outcomes of the review. 

2. You are meeting with officials on 9 July to discuss this report. 

Background and context 

3. On 5 June, the Review Team for phase 2 of the Reserve Bank Act review began its 
work (co-located at the Treasury) to undertake the next stage of the review. 
 

4. In conjunction with the Steering Committee, the Review Team has developed a draft 
work programme for the review that incorporates indicative timeframes for policy and 
legislative development.  This is set out in Annex 1. We have estimated the time 
required to develop issues, engage with the expert panel, undertake a series of public 
consultations and seek decisions from you and the Cabinet before moving into the 
legislative development stage in late 2019.   

 
5. The timelines have been developed in line with your stated intention to be able to 

introduce the core changes to the Reserve Bank Act arising from this stage of the 
review during the current term of parliament, balanced with the aim to run a robust and 
consultative process. 

 
6. The proposed schedule incorporates a policy development phase for the next 18 

months centred around a three stage public consultation process beginning in 
November 2018.  This first consultation (C1) would seek industry and public feedback 
on a range of primary topics arising from the terms of reference that you released on 7 
June that we believe will be crucial to shaping the broad outcome of the review 
including: 

 
• Overarching objectives of the Reserve Bank set out in legislation and any 

additional mechanisms to further specify and operationalise these objectives 
 
• Institutional governance and decision making (e.g. the role of the board and any 

additional legislated committees) 
 
• The case for and against separation of prudential supervision from the RBNZ 
 
• The case for depositor protection (one option being deposit insurance) 
 
• Reconsidering the regulatory perimeter of ‘bank’ regulation.  
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7. Further details on these topics can be found in Annex 2. 
 

8. Our intention will be to produce an easily readable and accessible consultation paper 
consistent with the goal of conducting the review in an open and transparent manner.  
The paper would set out the issues around each of the topics and provide a good 
sense of the optionality around them.  We would engage with the expert panel as we 
prepare this document.  Following the completion of the consultation process and 
consideration of responses, an early steer from you on your preferred options around 
each of these issues will be critical in helping to shape the subsequent stages of the 
review.  
 

9. A second consultation (C2) would be held in April 2019 and would seek feedback on 
preferred options developed in light of the feedback on C1.  It would also seek public 
feedback on the remaining issues covered by the terms of reference including the legal 
basis for bank regulation, approach to supervision and enforcement, macro-prudential 
policy, crisis management and resourcing and funding.  While these are all important 
issues in their own right, we believe they are best addressed once decisions are taken 
in principle on the primary issues. For example, detailed work on bank regulation 
requires the separation issue (and the key governance arrangements for the Bank) to 
have been resolved.  

 
10. C2 will also cover some issues carrying over from phase 1 of the review that may 

require legislative changes, including in the areas of foreign exchange, monetary-fiscal 
coordination and the overall structure of the governance and decision-making 
arrangements of the Bank. 

 
11. A third consultation (C3) beginning in September 2019 would garner feedback on 

preferred options for remaining matters covered in C2.  Drafting of legislative 
amendments would begin shortly thereafter pending final decisions from Cabinet on 
any remaining matters.  Tentatively, this could see the Bill introduced during mid-2020. 

 
Timeline Uncertainties 
 
12. The proposed schedule is ambitious and would have little room for slippage if the 

intention is to see legislative amendments introduced during this parliamentary term.  
Critically, we have assumed there are no significant delays to policy work, consultation 
or decision-making processes that could arise for a range of reasons, including the 
time needed to properly consider the full range of stakeholder feedback received.  
 

13. It is also important to note that there are a range of potential options which if agreed 
and put into the initial legislative work would likely mean the bill would not be ready to 
introduce during this current parliamentary term.  Some of these matters include: 

 
• A decision to separate prudential supervision from the rest of the RBNZ. 
 
• Making major changes to the Reserve Bank’s regulatory perimeter (for example, 

a decision to integrate the bank and non-bank deposit taker regimes into an 
Approved Deposit Institution (ADI) framework like Australia’s).  
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• A decision to establish an explicit deposit insurer or compensation scheme 
(choices could be made to implement such a scheme through a staged process 
using a subsequent legislative vehicle).  

 
14. Given the terms of reference and the need for public consultation, earlier completion 

would be extremely difficult.  It would need the review and legislation to be split into 
two phases of major and consequential amendments, with government making clear 
and quick decision on major features in the first half of 2019. 
 

15. We would underscore the importance of regular engagement with you throughout the 
review.  Following the completion of the initial consultation and early indications 
around your preferences in regards to such matters, we would look to reassess the 
timeline in early 2019 and advise you accordingly. Note that the Panel Chair meets 
fortnightly with the Review Team, is regularly briefed about changes and is involved in 
reviewing relevant material as work progresses.  

 
Panel Engagement 

 
16. We propose to hold panel meetings in the lead-up to each consultation and the 

associated cabinet papers, and also shortly after each consultation to discuss public 
feedback.  The panel would also be consulted around the formulation of recommended 
options.  Our proposed timing for the first consultation would ideally see the first panel 
meeting occurring in late August 2018 after additional panel appointments have been 
announced. Separate advice (T2018/1889 refers) has been provided on additional 
panel appointments. 

 
Engagement and Cabinet Decisions 
 
17. We would expect to engage with you in the lead-up to each of the three consultations 

to keep you and your associates apprised of the issues being raised and/or the options 
to be presented. Some of this engagement could occur through the regular six-weekly 
Financial Stability Issues meetings. 

 
18. We would seek cabinet decision points timed around the approval of the three 

consultation papers, with final decisions on review outcomes sought in late 2019. For 
the first consultation, we propose to provide you with a draft consultation paper at the 
beginning of October for ministerial and party consultation and for Cabinet approval by 
the end of October. 

 
Next steps 
 
19. We have a meeting with you on 9 July to discuss the contents of this report, seek your 

agreement to the timeline and address any views or questions you may have on the 
proposed approach to phase 2 of the review. 

 
20. We will also provide you with regular project updates through the Treasury’s weekly 

status report 
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Annex 1: Draft project timeline 

[See enclosure] 
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Annex 2: Summary of primary review topics 

 

Topic Area Key issues 

Objectives • How should RBNZ’s (non-monetary policy) objectives be expressed in 
legislation?  

• Should there be additional mechanisms for Ministerial input e.g. on 
balancing the benefits of bank regulation (less crises) vs potential costs 
(e.g. diminished access to credit)? 

Governance • Should the RBNZ board have an increased governance role (e.g. 
certain non-policy powers currently held by Governor)? 

• Should regulatory policy be set by an additional legislated policy 
committee?  

• Should RBNZ have additional accountability obligations? 

• Scope of the Governor’s role 

Separation • Should the prudential supervision/regulation role of the Reserve Bank 
be shifted into a separate agency? 

Depositor 
Protection 

• Should depositors have a ‘preferred’ status relative to other unsecured 
creditors of a failed bank (depositor preference)? 

• Should certain depositors have an explicit guarantee or insurance, as in 
most countries? 

Perimeter of 
regulation 

• At present, financial institutions are regulated as banks if they choose to 
be registered and use ‘bank’ in their name.  Should the test instead be 
based on the activities an institution undertakes?  Should non-bank 
deposit takers be regulated the same way as banks (e.g. APRA 
regulates both as “Authorised deposit takers (ADI)”? 

 
 


