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Independent Expert Panel for the Reserve Bank Act Review 
Meeting Minutes – 03 & 04 September 2018, 9:00am- 5:00pm 

Meeting Room 5.6, New Zealand Treasury, 1 The Terrace 
 

Attendees  
Panel: Suzanne Snively (Chair), Dr Girol Karacaoglu (first day only), Dr Malcolm 

Edey,  
Belinda Moffat (part-time both days), John Sproat 
RBNZ: Geoff Bascand, Toby Fiennes 
The Treasury: Bryan Chapple 
RBNZ Act Review team (on a topic by topic basis): Bernard Hodgetts, Matthew 
Gilbert, Victor Kuipers, Tom Smith, James Haughton, Nick Mulligan, David 
Hargreaves, Alistair Birchall, Chris Hunt, Kaja Stojkov 

 
Day one 

 

1. Introduction and scene setting 

 
Bryan Chapple noted that fees will be payable for Panel meetings on presentation of an 
invoice, and discussed expectations around the level of Panel time commitment during 
the Review.    
 
The session began with a run through of the planned scope and approach to the first 
round of consultation. The Panel noted the importance of using the twelve-week 
consultation period to engage the wider public and emphasised the need to be clear on 
the sequencing of topics, set out in the Terms of Reference, across the different stages 
of consultation. Specifically, the Panel suggested that the team should sign-post that 
prudential regulation, macroprudential policy, and crisis management would be 
addressed in the second round of consultation.  
 
The Review team provided an overview of the financial regulatory landscape as part of 
setting the scene for the two-day Panel discussion, and identified a few potential issues 
with the New Zealand’s existing regulatory framework that were also flagged by 
stakeholders during the Phase 1 consultation.  
 
The Panel suggested that for the consultation document itself, it would be important to 
outline the motivations for the review (as per the terms of reference) and the 
motivations for financial sector regulation more generally when setting the scene. The 
Panel also suggested that it would be useful to highlight the purpose the financial 
sector plays in supporting growth and wellbeing, and the role financial regulation plays 
in addressing market failure.  
 
The Panel also suggested the consultation document should include some statistics on 
the structure of the financial system, in addition to the regulatory landscape, to provide 
suitable context for the consultation.  
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2. Objectives 

The team introduced the topic by noting that the Reserve Bank has a range of 
objectives in its legislation in different tiers.  The focus of this part of the consultation 
was on whether the Reserve Bank’s existing high-level financial policy objectives 
(soundness and efficiency), were still the most relevant ones, and whether the Reserve 
Bank should be given additional objectives (such as competition, consumer protection 
and/or enhancing resilience through initiatives designed to engage public confidence).   
 
The Panel noted that it was important to highlight up front the purpose of financial 
regulation, to provide context for the discussion of the Reserve Bank’s financial policy 
objectives.    
 
The Panel and the team noted that the purpose of the Review was not to take powers 
from other agencies, but instead to ask whether it would be appropriate for the Reserve 
Bank’s powers to be modified to address any gaps in the financial regulatory 
landscape.  
 
The Panel noted that it would be important to put the discussion in context in the 
consultation document by showing how the Reserve Bank’s role in the financial system 
had changed over the past 30 years.  
 
The Panel noted that there was a subtle distinction between the Reserve Bank’s 
‘soundness’ objective and the more modern ‘financial stability’ mandates of other 
central banks, but noted that in practice the Reserve Bank was already operating with a 
financial stability mandate, so changing the objective to focus on ‘stability’ would have 
little policy implication but would modernise the legislation.  
 
A suggestion was made that the Review Team should consider whether institution-
specific objectives should also feature in the primary legislation. For example, should 
the Reserve Bank be given a specific objective to promote the soundness of individual 
banks? The Panel noted this, but pointed out that given the Reserve Bank was 
responsible for a number of Acts, it would be important to address the overall, primary 
objective first (before considering sector specific objectives). 
 

3. Governance 

The Team introduced the topic, noting the current decision-making structure and roles 
and responsibilities of the Reserve Bank. 
 
The team presented three components of the governance framework. The first would 
be the internal governance arrangements of the Reserve Bank, in particular whether 
the governing body should be a board or a single decision maker, and the options 
around implementing a statutory financial policy committee. The second component 
was the Bank’s accountability and transparency arrangements, and how the Reserve 
Bank is monitored. Finally, the team noted that decisions would need to be made on 
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the regulatory independence of the Reserve Bank, the role of the Minister of Finance, 
and responsibility for regulatory stewardship. 
 
The Panel again noted the importance of the scene-setting piece and highlighting the 
motivations for the Review.  
 
The Panel agreed that it would be important to clearly articulate the different options for 
what a Financial Policy Committee could do, and the practical implications of different 
options. 
 
There was a discussion about how, in practice, the single-decision maker model is less 
of a concentration of power than it appears, because of supporting, non-statutory 
committees. 
 
The Panel recommended that more thought be given to the use of the terms ‘external’ 
and ‘internal’ governance to ensure clarity.  It also suggested that the team compare 
options for Reserve Bank governance models with traditional corporate models and the 
Crown Entities framework, as familiar signposts for the readers of the consultation 
document.  
 
The team discussed the principles for effective governance that were being used to 
discuss the various governance options. The Panel was largely comfortable with the 
key principles of effective governance, though there was some discussion about 
providing additional clarity on the traditional functions of governance, including risk 
management.  It was also noted that one person making a large number of complex 
decisions may not necessarily be more efficient than a group, just because it’s one 
person. She suggested that if the team uses this as a criterion, it should be carefully 
defined to account for this.  
 
Risk management was noted as an additional principle to consider, which the Review 
team interpreted as meaning that they needed to explain the assumed functions of the 
governing body in more detail. 
 
The team and the Panel discussed various external sources of information on 
corporate governance that are available.  
 
The Panel agreed that it would be important to explain the role of the regulatory 
steward and the interdependencies between the choice of who administers legislation 
and different levels of regulatory independence.  
 

4. Depositor Protection 

The Panel suggested that this chapter be introduced with a general explanation of the 
role of deposits in the banking system, particularly illustrating how deposits are at risk 
in the event of a bank failure. 

 



 

Treasury:4007744v3  4 

The Panel also thought the chapter would benefit from a high-level explanation of Open 
Bank Resolution and how it relates to deposit protection. 

 
The discussion included Panel member observations that incentivising depositors to 
exercise market discipline can, in times of distress, be very destabilising.  Further, it 
was pointed out that moral hazard was not seen as an issue when Australia set the 
$250,000 coverage limit for its Financial Claims Scheme.  Australia did, however, see a 
drop in demand for mortgage investment trusts when the Financial Claims Scheme 
was introduced. 
 
There was some discussion over the level of deposit protection internationally and the 
motivations for offering it.  There were two primary objectives: consumer protection 
(protecting uninformed depositors) and financial stability (preventing destabilising bank 
runs).  The Panel noted that if financial stability was the primary motivation, then that 
would point to a higher level of deposit protection that captures the majority of deposits 
by value, whereas a purely consumer protection motive might favour a lower level of 
protection that protects the majority of deposit accounts, but not necessarily the small 
group of largest deposit holders. Pros and cons for different levels of deposit protection 
were a key element of the discussion.  

 
The Panel thought that it would be useful to provide greater context in the consultation 
paper when asking the question what ‘price’ respondents would be prepared to pay for 
deposit insurance.  The Panel supported the suggestion from the Review Team that a 
survey be considered to both provide information about the Reserve Bank’s role to the 
wider public and also as a potential means of receiving evidence about depositor 
appetite for risk and levels of resilience. 
 

Day two 
 

5. Carry-over issues 

There were no specific carry-over issues from the first day of the Panel Meeting, other 
than the request for a presentation on OBR. 
 
Toby Fiennes gave a presentation on the mechanics of the Open Bank Resolution 
policy (OBR) of the Reserve Bank and the Panel suggested that some of the material 
given in the presentation could be usefully included in the Consultation Document as 
context.  In addition, that consideration be given Toby Fiennes’ paper or a version of it 
be included on the website to provide information and context for those being 
consulted. 
 

6. Separation 

   The Review Team noted that there were three broad options for the location of 
prudential regulation:  a separate New Zealand Prudential Regulatory Authority, a 
combined prudential and conduct regulator, or an enhanced version of the status quo 
(where the Reserve Bank would retain responsibility for prudential regulation). 
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The Panel noted that there was a diverse range of views internationally around the 
optimal location for the prudential regulation function.  Different jurisdictions had taken 
different approaches, in part motivated by their own circumstances.  For example, 
Australia had moved to a separate prudential regulator after the Wallis report. Dr 
Malcolm Edey noted in discussion that this change in part reflected a shift in prudential 
regulation from the State to the Federal level, and therefore had elements that were not 
directly applicable to New Zealand. 
 
A key trade-off was that retaining prudential regulation in the central bank generated 
potential conflicts, but shifting the prudential regulator outside the central bank created 
risks around coordination.  There was also potential value in separating the function in 
terms of management focus.  The Panel members noted their views that the conflict 
point was perhaps overstated.  It was a risk that was manageable in practice, 
particularly in a relatively simple market like New Zealand.  More broadly, the Panel 
considered that the presentation appropriately captured the trade-offs between the 
various models.   

 
It was noted that the GFC had emphasised the need to take a ‘systemic 
view’.  Jurisdictions that had performed well were either those where the lender of last 
resort and the prudential regulator were co-located, or where there was a strong culture 
of information sharing and collaboration (for example Australia through CoFR).  The UK 
had moved prudential regulation back inside the Bank of England in part because the 
tripartite model for coordination had not worked effectively. 
 
It was acknowledged that some stakeholders to the Phase 1 consultation had provided 
feedback clearly favouring separation.  The Panel considered this view was motivated 
in part by a perception that the Reserve Bank was insufficiently resourced, and 
differences of view around the appropriate level of supervisory intensity.  It was agreed 
that the first consultation document should include further context around the Reserve 
Bank’s current resourcing and note the potential for changes as part of an enhanced 
status quo.  The issue would be substantively considered in the second consultation.     
 

7. Regulatory Perimeter 

Discussion with the Panel noted the different approaches to defining an activities-
based regulatory perimeter, and the need for the consultation document to outline the 
different philosophies of designation versus exemption.  An ADI framework was 
considered. 

 
The Panel suggested that consideration be given to whether potential exclusion of 
investment firms (i.e. entities not in the business of deposit and lending activity) from 
the regulatory perimeter presented a risk that no one would otherwise be monitoring 
them.  Discussion on this point highlighted that the consultation document needed to 
explain more clearly why we regulate and consideration for the criteria where there 
might be little benefit in regulating certain types of entities to the same extent. 
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8. Spill-over Discussion 

In the spill-over discussion time, Bernard Hodgetts discussed the public consultation 
plan going forward. He noted that the consultation would seek input from a broad range 
of stakeholders. 
 
The Panel was supportive of the idea of using a targeted survey to seek the views of 
the public on a discrete range of issues, including depositor protection. Belinda Moffat 
also noted that workshops had been successful for the FMA in the past.  
 
The Review team discussed how the Panel could best convey comments on the 
consultation document.  
 
Tom Smith outlined the structure of the consultation document. There was agreement 
to keep the consultation document as short as possible. There was also agreement 
that the diagrams were useful, and should feature in the document along with other 
illustrations designed to provide context for those being consulted.   
 
The Panel’s meeting ended with a discussion of the timeline for Ministerial consultation 
and Cabinet sign-off, providing the reasoning why Panel members needed to quickly 
provide feedback on the draft Consultation document when it was received, likely to be 
around 20 September. 
 


