
 

 

Post acceleration interest 

 

The status quo (do  nothing different). 

 

Pros:  

The process is in place already. The risks are known, quantified and understood. 

The costs are predictable and have been provisioned. 

 

Cons: 

An estimated $130 million of post-acceleration interest would become due and payable in the period between default and payment to eligible depositors.  

 

Issues: 

For eligible depositors who made their deposit with SCF prior to 1 January 2010 (do we have an estimate of how many), there is no incentive to claim. Some 

may opt to delay their claims, at minimal risk, in order to continue receiving higher interest rates than they can get elsewhere (their only apparent risk is 

being declared ineligible when they finally do make a claim).  

 

Pay the trustee a sum equal to the total owed to holders of all debt securities  

 

Pros:  

By paying the trustee immediately, the Crown fulfills its obligations as guarantor and the risk that the Crown may have to pay $130 million of post-

acceleration interest is eliminated. 

 

Cons: 

The trustee will pay Crown funds to SCF depositors who would not be eligible under the terms of the guarantee deeds, at an additional cost of 

approximately $10 million, reducing the savings realized on post-acceleration interest by that amount. 

 

Payment to ineligible depositors will create a perception of unfairness for ineligible depositors with firms that have previously defaulted. Payment to 

ineligible depositors risks setting a precedent for future defaults. These issues are addressed separately under the heading “Issues arising from possible 

solutions” below. 



 

 

 

The logistical issues involved for the trustee in paying depositors (whether eligible or not) will be reduced but not eliminated. A delay is still likely between 

default and payment, so the issue of post-acceleration interest may still exist, even if to a reduced degree (do we have an estimate of how long payment is 

likely to take?). Whatever amount of post-acceleration interest becomes due because of the (substantially reduced) delay must be deducted from the 

estimated $130 million saving being sought. 

 

Purchase the assets from the receiver at a premium, so that the receiver can pay all creditors (including holders of debt securities). 

 

Pros:  

By purchasing the company’s assets from the receiver, the receiver is able to repay all holders of debt securities and the risk that the Crown may have to 

pay $130 million of post-acceleration interest is eliminated. 

 

Cons: 

The receiver will pay Crown funds to depositors who would not be eligible under the terms of the guarantee deeds, at an additional cost of approximately 

$10 million, reducing the savings realized on post-acceleration interest by that amount. 

 

While in a purely legal sense it would be the receiver paying depositors who would be ineligible under the terms of the guarantee, the reality and the most 

likely conclusion drawn by reasonable people would be that the Crown paid ineligible depositors. Payment (whether received or real) to ineligible 

depositors will create a perception of unfairness for ineligible depositors with firms that have previously defaulted. It also risks setting a precedent for 

future defaults. These issues are addressed separately under the heading “Issues arising from possible solutions” below. 

 

The logistical issues involved in paying depositors (whether eligible or not) will be reduced but not eliminated. A delay is still likely between default and 

payment by the receiver, so the issue of post-acceleration interest will still exist, even if to a reduced degree (do we have an estimate of how long payment 

is likely to take?). Whatever amount of post-acceleration interest becomes due because of the delay (even if the delay is substantially reduced) must be 

deducted from the estimated $130 million saving being sought. 

 

Receivership effectively creates a stressed vendor rather than a willing seller, so the Crown making “an offer they can’t refuse” could be portrayed as 

nationalising the assets (despite the premium price). This raises questions about the politically viability of a Crown asset purchase as a solution to the issue. 

 



 

 

Issues arising from possible solutions 

 

Payment to ineligible depositors in SCF will create a perception of unfairness for ineligible depositors with firms that have previously defaulted.  Solving this 

by paying ineligible depositors from previous defaults would cost approximately $2 million that should be deducted from the $130 million savings being 

sought. Paying ineligible depositors from previous defaults also raises its own logistical issues that would need to be resolved (how do we find and pay 

them?). 

 

Payment to ineligible depositors in SCF will also generate expectations that for future defaults all debt security holders in guaranteed entities will paid 

regardless of eligibility.  

Solving this by deciding that we will pay ineligible depositors in future defaults would cost approximately $X million that should be deducted from the $130 

million savings being sought. 

Conversely, deciding that we won’t pay ineligible depositors in future but will pay only in the case of SCF would need to be explained on the basis that this 

would save taxpayers $130 million. We would need to devote (as yet un-quantified) communications resources to explaining the situation.  

 

Payment to the trustee rather than eligible depositors is a simpler solution for the Crown that purchasing assets from the receivers but provides no 

insulation between the Crown and payments to ineligible depositors. Payments via an asset purchase from the receivers may provide such insulation but 

the insulation will be transparent to perceptions, i.e. the Crown will still be seen to pay ineligible depositors. In terms of perception, there is no real 

difference. 

 

Purchasing assets from the receivers would be a more heavy-handed intervention by the Crown than making immediate payment to the trustee.  

 

Purchasing assets from the receivers would result in the Crown becoming the owner of the assets, which would then need to be either held and managed 

or onsold. This would effectively place the Crown into a position as a quasi-receiver.  

 

Risks associated with the Crown acting as quasi-receiver are unknown. There is a degree of uncertainty inherent in this course of action, with a greater risk 

of creating unintended consequences by taking novel action. 

 

Immediate payment to the trustee is a lighter-touch option and is likely to involve fewer uncertainties than purchasing assets from the receiver. It would 

leave the receiver to continue performing their job in a relatively normal manner that is well established and well understood. 



 

 

 

The status quo appears to offer the fewest uncertainties..  

 

Possible other options 

 

1 – Purchase the some or all of business as a going concern prior to default (rather than at a premium from the receiver) and use the Crown’s cheaply 

accessed liquidity to support the business while winding it up.  This nationalization of the business would require explaining (i.e. we are doing this because 

it costs less than paying out on the guarantee. (I’m not sure of this is sufficiently different from just purchasing assets from the receiver.)  

 

2 – Develop a variation on the current process to reduce the delay between default and payment, thereby reducing the amount of post-acceleration 

interest.  

This variation could involve pre-default identification of deposits made prior to 1 January 2010 so they can be paid very quickly (do we, or the trustee, or 

the receivers have any tools to compel these depositors to accept payment once we know who they are?). 

This variation could also involve an immediate provisional payment to all depositors with post-payment recovery from ineligible depositors (if such a thing is 

possible). 


