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Treasury Report:  Business Finance Guarantee Scheme Finalised Term 
Sheet  

Executive Summary 

Significant progress has been made with ANZ, Westpac, BNZ, ASB, Kiwibank, TSB and 
Heartland agreeing over the weekend to key terms (at the CEO and Board level) which 
represents very significant commitment from both sides.  

Legal contracts are now being completed to support the scheme, as well as establishing 
operational processes to support the scheme on both the bank and government side. 

A key feature is to allow refinance of any new loans (from the 16th of March onward) that 
would have been otherwise eligible for the Scheme into the Scheme once it is legally 
established.  This means that banks should have the confidence to lend to firms now under 
the risk share, ahead of final legal documents being completed. Treasury has confirmed this 
is the case with 

Should you wish to make an announcement this week, some suggested talking points are 
attached.  You can make clear that banks should feel confident to support eligible customers 
now on the basis that they can refinance these loans into the scheme once available. 

In the Cabinet paper we drafted for you on 22 March, we estimated 6 weeks to finalise 
documentation and implement the scheme.  We now expect this timeframe to be 2 weeks 
from now (14th of April), earlier if possible.  In addition, the refinance clause described above 
enables banks to immediately support customers in anticipation of the scheme being fully in 
place. 

Recommended Action 

We recommend that you: 
 
a note that the COVID-19 Ministerial Group agreed to implement a business finance 

guarantee scheme 
 

b note that a working group comprising Treasury, the main banks, and the New Zealand 
Bankers’ Association has developed a terms sheet that would be the basis for an 
agreement between the banks and the Crown to implement the business finance 
guarantee scheme 

 
c note that this terms sheet reflects negotiations among the working group to arrive at 

terms that are mutually acceptable, and that the terms differ in some respects from the 
original parameters you discussed with the COVID-19 Ministerial Group 

 
d note that the COVID-19 Ministerial Group authorised you to make final policy decisions 

on the scheme design 
 

[23]
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e agree to the terms sheet produced by the working group as a basis to complete the 
final legal documentation for the business finance guarantee scheme 

 
Agree/Disagree. 

 
f note that the intention of the working group is for the scheme to be implemented fully by 

mid-April (earlier if possible) 
  
g note that, if you wish to make announcement about progress this week, some possible 

talking points are attached (Annex 2), and 
 

h note that Treasury will report to you again once the legal documentation is finalised so 
that you can make final decisions, and to delegate execution of the agreements and other 
administration of the scheme to the Secretary to the Treasury. 

 
 
 
 
 
Kate Le Quesne 
Acting Head of Export Credit 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance  
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Treasury Report:  Business Finance Guarantee Scheme Finalised Term 
Sheet  

Purpose of Report 

1. The purpose of this report is to: 
• describe the changes to the details of the business finance guarantee scheme 

that have been made as a result of negotiations with the Banks 
 

• seek your approval to these changes; 
 

• outlines the process from here, and 
 

• provide you some key communication messages. 

Background  

2. The group of Ministers with Power to Act on COVID-19 matters [CAB-20-MIN-0130] 
convened on 23 March 2020 and agreed to implement a business finance guarantee 
scheme (the scheme).  The purpose of the scheme is to support banks to lend to viable 
New Zealand businesses affected by COVID by the Crown agreeing to partially 
underwrite an agreed share of the resulting credit risk. 

3. These Ministers authorised you to make final policy decisions on the scheme design.  
Officials and the banks have worked constructively to progress the details of the 
scheme and these are now included in a terms sheet (attached as annex one).  

Analysis  

4. The following table indicates how the proposed scheme design has changed since you 
discussed the scheme with your Cabinet colleagues on 23 March. 

 
Business financing 
guarantee scheme 
parameters 

As taken to CAB on 23 March As reflected in final terms sheet 
negotiated with banks and 
rationale for it  

Primary objective To facilitate the provision of 
short-term credit to cushion the 
financial distress on solvent 
(non-financial) firms with a 
viable business model that may 
arise from a temporary delay in 
receipts arising directly or 
indirectly from the COVID-19 
virus; 

Lending to be provided to meet urgent 
liquidity and bridging finance 
requirements of businesses while they 
deal with the disruption caused by 
COVID-19.  This allow banks to look 
through the economic cycle, and take 
account of the current uncertainty, 
when deciding to support their 
customers. 

Scope of the 
Scheme 

The business finance 
guarantee scheme should be 
broad based, focussed on 
commercial lending, and 
should not be targeted at a 

Achieved. 
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specific industry; 
Excludes 
Agricultural lending 

Bank commercial lending 
excludes agricultural lending, 
which is subject to separate 
specialist loan agreements and 
is currently being serviced; 

Direct to farm lending is excluded but 
horticulture, aquaculture, viticulture 
and agricultural servicing is included. 

Maximum lending 
amount per firm 

$0.5 million Achieved. 

Risk sharing ratio 80% Crown, 20% Bank Achieved. 
Maximum package 
size 

$5 billion Crown guarantee, 
supporting $6.25 billion of 
lending 

Achieved. 

Firm coverage Turnover $0.25 million - $80 
million 

Achieved. 

Interest rate Loans under this package to be 
provided at transparent rates 

Achieved.  Pricing to reflect Crown 
risk share (80%) and expected to very 
competitive. 

Viability Loans on watchlist as at 29 
February 2020 should be 
excluded 

Achieved. 

 
5. In addition to the changes indicated above, in negotiating the details with the banks, 

officials were required to make various policy and commercial judgements.  By 
agreeing to the terms sheet you are endorsing these judgements, the most significant 
of these are: 

• all registered banks will have the option to apply to participate in the scheme  
 

• allocation of the overall $6.25 billion lending limit to participating banks will be 
based on Reserve Bank data on business lending (excluding agriculture) to firms 
with turnover less than $50m per annum as at December 2019  

 
• certain loans written before the scheme is legally established can be refinanced 

and subject to the guarantee to enable banks to immediately support customers 
 

• that banks should use best endeavours to take security, previously it was a 
requirement banks should do this, and 

 
• the exclusion of property development and property investment as the scheme is 

intended to cover the operating losses of ‘trading business’ given falling 
revenues, not facilitate investment in additional fixed capital. 

 
Only registered banks can apply  
 
6. In order to establish the scheme at pace, it has been limited to registered banks 

because reliance can be placed on the fact that they are prudentially regulated by the 
Reserve Bank.  We are more comfortable that registered banks will already have the 
appropriate systems and controls in place to participate in the scheme. [34]
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Allocation of the overall $5 billion guarantee limit 
 

8. We recommend that you endorse the decision to allocate the overall $6.25 billion 
lending limit to participating banks based on Reserve Bank data on business lending 
(excluding agriculture) to firms with turnover less than $50m per annum as at 
December 2019. 

9. We recommend you endorse this decision on the basis that: 

• allocation based on market share is fair, equitable and non-distortionary 
 

• it aligns with the scheme objective of enabling banks to lend to viable business, 
as they are most likely to do so, in the current circumstances, to existing rather 
than new customers (although customers switching banks is still possible under 
the scheme) 
 

• the market share information needs to be from an independent and reliable 
source.  The Reserve Bank data meets that criteria, and 
 

• the market share data needs to reflect, as closely as possible, lending to 
businesses that would be eligible under the scheme. Reserve Bank data on 

[33]
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business lending (excluding agriculture) is only available for businesses with 
turnover less than $50m per annum. 

 

10. If you endorse our decision then the estimated bank allocation based on the banks that 
we think will apply is outlined in the table below.  Spare capacity is retained for the 
banks that have not yet expressed an interest in joining the scheme.  

 
 

 

 

 

 

 

 

 

 

Risks  

11. We have previously advised on risks (T2020/742 refers). The three most material risks 
to the Crown from the scheme are: 
• Fiscal risks;  

 
• Perverse outcomes/unintended consequences from scheme design; and 

 
• Operational and implementation risks. 

 
Each of these risks are interrelated. 

Fiscal Risks  

12. The purpose of this policy is to support the flow of credit to firms by reducing the 
credit risk (i.e. uncertainty) that the banks may face lending in this environment.  

13. In the current environment, there is a trade-off between your economic objectives (i.e. 
to support the economy, retain firms, or avoid shedding labour) and fiscal objectives. 

14. 
 The Crown is taking 80% of the risk that businesses who have 

received additional finance, in a depressed and uncertain economic environment, will 
default.  The most effective mitigants to this risk remain the material share of risk (20%) 

[25]

[34]

[34]
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that the banks are exposed to, thus incentivising commercial prudence, and the overall 
$6.25 billion lending limit. 

Perverse outcomes/unintended consequences 

16. The banks have strong control frameworks in place to ‘police’ the behaviour of their 
borrowers and the scheme has been designed to take advantage of these, that is, 
banks will still exercise commercial prudence because of the 20% risk share and the 
mechanisms that will be incorporated into the guarantee documentation.   

17. These mechanisms are bank attestation that credit policies have been adhered to, the 
Crowns right to audit compliance with the guarantee documentation and, in very limited 
circumstances, right to suspend the future application of the guarantee to materially 
non-complying banks. 

Operational and Implementation and Risks 

18. The scheme will allow banks to approve loans where the guarantee will apply.  The 
banks would then report the use of the guarantee and the terms of the loan back to the 
Crown on an ex-post basis.  The Crown would then require ongoing reporting of any 
changes to the nature of the underlying loans.  The Crown would manage the loans at 
a portfolio level for the purposes of financial reporting.   

19. We need to ensure that we have ability to meet minimum prudence, probity and audit 
requirements on information collection and reporting requirements in order to   

• understand and value the risks that the Crown is exposed when banks write 
loans subject to the guarantee, and 
 

• have the ability to hold the banks to account if they are attempting to ‘game’ the 
guarantee. 

 

20. The information collection and reporting requirements will be designed to ‘dovetail’ with 
the existing reporting that banks provide to the Reserve Bank, however, we expect that 
the scheme will have some unique requirements that cannot fulfilled solely by existing 
accountability and oversight mechanisms. 

21. We note the risks in this ‘high-trust’ approach with the banks being able to utilise the 
guarantee.  The loans would be approved by the bank based on the banks view of 
customer credit and their credit processes, with little control available to the Crown at 
an individual loan level.  Therefore we are reliant on banks systems and assessments 
of risk.  Our view is that this is the only feasible solution to give affect to this policy 
within the timeframes that you have provided.   

[38]
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22. We are working at pace to work through what our interface with banks would be, and 
how we would record and monitor the loan portfolio and manage risk.  We are also 
considering appropriate information management controls and around information 
collection and sharing.   Moving at pace we trade-off the ability to fully design, 
implement and test operational frameworks, so there is risk involved.   

Next Steps 

23. The terms sheet developed by the working group is with the bank boards/CEOs for 
their approval.  So far, Westpac, ANZ, Kiwibank, TSB, ASB, BNZ and Heartland Bank 
have agreed to the terms. 

24. If you agree in-principle to the terms sheet, Treasury will coordinate with the working 
group to finalise the legal documentation for the scheme. 

25. Should you wish to make an announcement this week, some suggested talking points 
are attached.  We suggest that you should be careful in this communication as the final 
Loss Sharing Agreements with the banks will not have been signed, indicating only that 
you anticipate the scheme will be available from mid-April, and reiterating the general 
terms of the scheme as already announced.  You can also make clear that banks 
should feel confident to support eligible customers now on the basis that they can 
refinance these loans into the scheme once available.  Some questions are likely to 
arise around exactly which firms are eligible.  You have previously announced ‘small to 
medium-sized enterprises’ as well as the revenue range of eligible customers, which 
we think provides enough detail for now.  The final details around eligible firms (for 
example, the agriculture exclusion) have not been made public and are subject to the 
final legal agreement.  

26. Treasury will report to you again once the legal documentation is finalised so that you 
can make final decisions, including: 

• to determine formally whether this scheme is ‘necessary and expedient in the 
public interest’, which is required as the scheme will rely on the use of a 
guarantee and indemnity provisions of the Public Finance Act, and 
 

• to delegate execution of the agreements and other administration of the scheme 
to the Secretary to the Treasury. 

27. In the background, Treasury will be working with the banks to establish: 

• processes and IT systems to protect the individual customer data that banks will 
necessarily need to provide 
 

• processes and IT systems to protect commercially sensitive information that 
banks will need to provide for us to account for the scheme (provision for losses 
and paying claims) 

 
• requirements for the application process (Supported loan policy documentation, 

evidence of mortgage deferrals etc.), and 
 

• information requirements for Crown reporting, risk management, accounting and 
auditing. 
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28. Once you make final decisions and these processes are in place, the Secretary would 
invite banks to apply formally, and use the delegation referred to above to admit banks 
to the scheme. 

29. The Terms Sheet has an anticipated scheme start date of 14 April 2020.  However, the 
scheme design allows banks to provide finance to their customers now (from 16 March) 
that will be covered once the scheme is up and running. 
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Annex 1: Terms Sheet 

TERMS SHEET 

BUSINESS FINANCING GUARANTEE SCHEME 

29 March 2020 – Final Version 

General description of 
Crown Support Package 
 

1. The Crown wants to work with Banks to support New 
Zealand businesses (Borrowers) facing hardship as a 
consequence of COVID-19. 

2. Crown support will be targeted at new loans (including 
increases to existing limits) to be made by participating 
Banks to a portfolio of Borrowers which are needed as a 
response to difficulties caused by COVID-19 (each a 
Supported Loan).  Existing loans will not be covered by 
Crown support. 

3. The Supported Loans will be provided to meet urgent 
liquidity and bridging finance requirements of Borrowers 
while they deal with the disruption to their businesses 
caused by COVID-19. 

4. The maximum amount payable by the Crown under this 
arrangement is $5,000,000,000 (the Support Limit). 

 5. The Supported Loans may be established in the period from 
the date the guarantee scheme takes effect and ending 30 
September 2020 (or such later date as notified by the Crown 
to the Banks) (the Availability Period).  

 6. Each Supported Loan may be a fixed term or revolving loan 
and have a term of not more than three years. 

7. If a Supported Loan is repaid in full or a Bank's commitment 
in respect of a Supported Loan is permanently reduced 
during the Availability Period, the amount of the repayment 
or reduction in commitment will be available for other 
Supported Loans by the relevant Bank. 

8. The Crown and Banks anticipate that the Scheme will be 
available to Borrowers from 14 April 2020.   
 

Banks 1. All registered banks will have the option to apply to 
participate in the Crown support package.  The Crown will 
approve applicant banks at its discretion (each an 
Approved Bank). 

 2. As part of the application process, each applicant bank must 
provide the Crown with: 
(a) information to allow the Crown to understand the 

Bank’s risk assessment, performance monitoring, 
workout, and provisioning methodologies, as 
reasonably requested by the Crown; and 

(b) a summary of its Supported Loan Policies, Practices 
and Processes. 

3. Each Approved Bank must enter into a Bank Lending Loss 
Sharing Agreement with the Crown, which will reflect the 
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terms set out in this Terms Sheet. 

4. Each Approved Bank will be entitled to make Supported 
Loans up to an agreed amount approved by the Crown (i.e. 
will be entitled to provide an agreed and approved share of 
the overall $5,000,000,000 Support Limit).  Allocation of the 
overall Support Limit between Approved Banks will be 
based on Reserve Bank data on business lending 
(excluding agriculture) to firms with turnover less than $50m 
per annum as at December 2019. 

Loss Sharing 
Arrangement 

The Crown will pay to an Approved Bank the amount equal to 
80 per cent. of any Shortfall which arises on a Supported Loan. 

Supported Loan Policies, 
Practices and Processes 

Credit assessment, lending, administration, arrears management, 
acceleration and enforcement policies, practices and processes 
applicable to Supported Loans will be determined commercially by 
each Approved Bank and will generally reflect its standard policies, 
practices and processes, as modified to enable the Approved Bank 
to give effect to the Scheme and to allow the Approved Bank to 
look through the economic cycle to sensibly take account of the 
uncertainty of the current economic conditions caused by COVID-
19.  

Shortfall The amount of loss (comprising the principal balance and accrued 
but unpaid interest) incurred by an Approved Bank in respect of a 
Supported Loan after the Approved Bank: 
(a) is not repaid in accordance with the relevant Supported 

Loan Agreement (following a default by the Borrower under 
that agreement); 

(b) has completed its arrears management and enforcement 
processes in accordance with Supported Loan Policies, 
Practices and Processes; and 

(c) has applied all amounts recovered in accordance with the 
following waterfall: 
(i) first, to pay costs and expenses incurred by the 

Approved Bank in applying its arrears management 
and enforcement policies and processes; 

(ii) secondly, to reduce all indebtedness owed by the 
Borrower (as principal or surety) to the Approved 
Bank, which is not a Supported Loan; and 

(iii) thirdly, to reduce all indebtedness under any 
Supported Loan owed by the Borrower to the 
Approved Bank, 

(the Shortfall Waterfall). 
Borrower Criteria A Borrower must: 

(a) have annual turnover of $250,000 to $80,000,000;   

(b) be a New Zealand based business; 
(c) not have been on the Approved Bank’s watchlist as at 29 

February 2020; 

 (d) not be engaged as a material part of its business in an 
“Excluded Activity”; 

or be any other borrower that an Approved Bank and the Crown 
agree will be a “Borrower” for the purposes of the Loss Sharing 
Arrangement. 
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The Crown may amend the Borrower Criteria, by written notice to 
all Approved Banks, with effect from the date of that written notice 
or any subsequent date specified in the written notice. 

Excluded Activities Means: 

(a) property development and property investment; 
(b) being a local authority, a council-controlled organisation or a 

council organisation for the purposes of the Local 
Government Act 2002; 

(c) the manufacture of cluster munitions; 
(d) the manufacture or testing of nuclear explosive devices 

(NEDs); 

(e) the manufacture of anti-personnel mines; 

(f) the manufacture of tobacco; 
(g) the processing of whale meat; 

(h) recreational cannabis; 
(i) the manufacture of civilian automatic and semi-automatic 

firearms, magazines or parts;  
(j) agriculture (which, for the avoidance of doubt, does not 

include horticulture, viticulture or aquaculture, or services to 
agriculture); and 

(k) any other activity notified by the Crown in writing to the 
Approved Banks, with the effect from the date of that 
notification (or such later date as set out in the notification). 

Supported Loan A loan advanced to a Borrower during the Availability Period which 
meets the Supported Loan Criteria. 



T2020/791 Business Finance Guarantee Scheme Finalised Term Sheet Page 14 

Supported Loan Criteria 
Purpose Each Supported Loan will be provided to meet urgent liquidity 

and bridging finance requirements of Borrowers while they deal 
with the disruption to the businesses caused by COVID-19.  A 
Supported Loan will not be available to fund: 
(a) capital assets/projects, other than business as usual 

expenditure which does not exceed 5 per cent. of the 
principal amount of the Supported Loan; 

(b) dividends to be distributed outside the Borrower’s 
guaranteeing group; 

(c) on-lending outside the Borrower’s guaranteeing group; 

(d) refinancing of the Borrower’s existing debt (which, for the 
avoidance of doubt, does not include the replacement of 
term loans or facilities which have matured), except that 
an Approved Bank may refinance a loan that: 
(i) otherwise fits within the parameters of this term 

sheet, including in respect of quantum, purpose, 
and Borrower Criteria;  

(ii) was advanced on or after 16 March 2020; 

(iii) had a term of no more than 90 days; and  
(iv) was made to a Borrower that was not on the 

Approved Bank’s watchlist when the Scheme 
came into effect; or 

(e) Excluded Activities,  
unless expressly agreed. 

Drawdown of existing 
facilities 

A Supported Loan may only be made to a Borrower after that 
Borrower has drawn down on its existing loan facilities (other 
than a credit card, trade finance, debt factoring or similar loan 
facility) with the Approved Bank, up to the facility limit existing 
immediately prior to the date of commencement of the Loss 
Sharing Arrangement. 

Supported Loan Limit  The facility limit for an individual Supported Loan will be a 
maximum of $500,000, unless otherwise agreed by the Crown.   
(The aggregate of the facility limits for all Supported Loans will 
not exceed $6,250,000,000). 

Availability Period The period for the establishment of Supported Loans is from the 
date the guarantee scheme takes effect until 30 September 
2020, unless the Availability Period is extended at the Crown’s 
discretion (by notice given by the Crown to all Approved Banks). 

Term  The term for an individual Supported Loan will be as determined 
by the relevant Approved Bank, but limited to a maximum of 
three years. 

Interest rate The interest rate for each Supported Loan will be set by the 
Approved Bank and will reflect the cost of funding the Supported 
Loan incurred by the Approved Bank [under any related funding 
package provided by the Reserve Bank] and will reflect the 
Crown risk share.  Interest is payable on drawn amounts only. 
Commitment fees and line fees will be charged on a commercial 
basis at the relevant Approved Bank’s discretion. 

Documentation  1. The Supported Loan will be documented in accordance 
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with the Approved Bank's Supported Loan Policies, 
Practices and Processes. 

2. Any security or guarantee documentation held or required 
to be taken by the Approved Bank for the Supported 
Loan. 

Security The Approved Bank: 

(a) must use best endeavours to take GSA security in 
relation to the Supported Loan, if a GSA is not already 
held by the Approved Bank, and if it does not take GSA 
security at the time the Supported Loan is entered into, do 
all things practicable to take GSA security once New 
Zealand’s COVID-19 Alert Level drops below 4; and 

(b) may take any other security and any guarantees, to be 
provided by the Borrower to the Approved Bank, in 
accordance with the Approved Bank's Supported Loan 
Policies, Practices and Processes. 

Loan Approval Process The Approved Bank will make Supported Loans in accordance 
with the Approved Bank’s Supported Loan Policies, Practices 
and Processes. 

Application of repayments While the Supported Loan remains outstanding and prior to any 
acceleration or enforcement by the Approved Bank: 

 (a) scheduled repayments by a Borrower will be applied to 
the facility to which they relate (including the Supported 
Loan); 

 (b) total prepayment of all facilities by a Borrower (including 
the Supported Loan) will be applied in accordance with 
the Shortfall Waterfall; and 

 (c) any other prepayments by a Borrower will be applied to 
the Supported Loan to the extent permitted by the terms 
of any other facility documents between the Approved 
Bank and the Borrower. 

Re-advances If a Supported Loan is repaid in full or if an Approved Bank's 
commitment in respect of a Supported Loan is permanently 
reduced during the Availability Period, the amount of that 
repayment or reduced commitment will be available for other 
Supported Loans by the relevant Bank.   

Administration Each Approved Bank will administer its Supported Loans in 
accordance with its Supported Loan Policies, Practices and 
Processes. 

 

General Reporting 
 

 

General reporting arrangements to be agreed as part of the 
guarantee scheme documentation.  

Provision of Supported 
Loan Policies, Practices 
and Processes 

Each Approved Bank must provide the Crown with an updated 
summary of its Supported Loan Policies, Practices and 
Processes at the end of each calendar month in which it makes 
material changes to those Supported Loan Policies, Practices 
and Processes. 

Information to be provided 
on request 

1. On request, the Approved Bank must promptly provide 
the Crown with any other relevant information that is 
available to, or that can reasonably be obtained by, the 



T2020/791 Business Finance Guarantee Scheme Finalised Term Sheet Page 16 

Approved Bank in relation to a Supported Loan or the 
Borrower of a Supported Loan. 

2. The Crown will use such information solely for the 
purposes of management and administration of the Loss 
Sharing Arrangement and will agree to appropriate 
confidentiality arrangements in relation to such 
information and other information provided by Approved 
Banks. 

Information Sharing Each Approved Bank authorises the Crown and RBNZ to share 
information. 
The Crown will not share specified highly commercially sensitive 
information with RBNZ without the relevant Approved Bank’s 
prior written consent.   

Official Information Act 
requests 

The Crown acknowledges that each Approved Bank will provide 
information that is commercially sensitive under this arrangement 
and will inform and consider the views of each Approved Bank 
before responding to a request under the Official Information Act 
1982 that relates to information provided by that Approved Bank 
under this arrangement.   
The Crown’s decision in responding to any request under the 
Official Information Act 1982 is final. 

Default and workout If an Approved Bank becomes aware that a Borrower has 
defaulted under the relevant Supported Loan Agreement, the 
Approved Bank must take commercially reasonable action 
(including enforcement of any security and any guarantees) to 
recover the Supported Loan and any other indebtedness in 
accordance with its Supported Loan Policies, Practices and 
Processes (which may include reaching a compromise with the 
Borrower instead of putting the Borrower into liquidation). 

Application of proceeds of 
enforcement 

Any proceeds received by the Approved Bank from the exercise 
of any rights under any facility, security or guarantee document 
which relates to, secures or supports the Supported Loan, must 
be applied in accordance with the Shortfall Waterfall. 

Rights of review and audit 1. At the request of the Crown, the Approved Bank must 
allow the Crown or its agent to inspect the books, records 
and accounts of the Approved Bank that relate to a 
Supported Loan, including a Supported Loan where a 
claim is being considered, or has been paid by, the 
Crown. 

2. The Crown may audit the Approved Bank’s compliance 
with the requirements of the Loss Sharing Arrangement in 
relation to any Supported Loan, including the Approved 
Bank’s application of its Supported Loan Policies, 
Practices and Processes 

 3. Provisions regarding notice, frequency, consequences 
and cost of such audits will be agreed. 

Notification of claims No more than [10] working days after the end of each calendar 
month, the Approved Bank will provide the Crown with a notice (a 
Notification) in respect of any Supported Loan which is in 
default and has become subject to the Approved Bank's 
management and enforcement policies and procedures during 
the relevant calendar month which: 

(a) certifies that the Borrower has defaulted under the 
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Supported Loan; and 
(b) confirms that the Approved Bank is following its 

management and enforcement processes in 
accordance with its Supported Loan Policies, 
Practices and Processes in respect of the 
Supported Loan. 

Claims process 1. The Approved Bank may serve a notice of claim in the 
agreed form (a Notice of Claim) for payment under the 
Loss Sharing Arrangement on the Crown if: 
(a) the Approved Bank is not repaid all or part of the 

Supported Loan in accordance with the relevant 
Supported Loan Agreement; and 

(b) the Approved Bank has completed its arrears 
management and enforcement processes in 
accordance with its Supported Loan Policies, 
Practices and Processes.   

2. The Approved Bank’s Notice of Claim must: 
(a) specify the circumstances which have caused 

demand to be made under the Loss Sharing 
Arrangement; 

(b) specify the amount payable by the Crown; 

(c) be received no later than [#] months after the 
Approved Bank has completed its arrears 
management and enforcement processes in 
accordance with its Supported Loan Policies, 
Practices and Processes; 

(d) be accompanied by a copy of any provisioning 
paper or loan loss review paper where prepared 
by the Approved Bank in relation to the Supported 
Loan; and 

(e) be accompanied by a statement from the 
Approved Bank signed by [the Approved Bank’s 
CFO and CRO] certifying that all Supported Loans 
the subject of the Notice of Claim have been 
managed in accordance with the Approved Bank’s 
Supported Loan Policies, Practices and 
Processes. 

3. The Crown will pay the Approved Bank any amount 
payable by it under the Loss Sharing Arrangement within 
[20] business days of receiving a complete and valid 
Notice of Claim. 
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Exclusions The Crown has no obligation to pay a claim made by an 
Approved Bank under the Loss Sharing Arrangement in respect 
of a Supported Loan: 

(a) to the extent that in respect of a Supported Loan under 
any relevant law: 
(i) a Supported Loan Agreement is (wholly or partly) 

unenforceable, invalid or not binding on the 
Borrower; or 

(ii) the Borrower’s obligation to pay money owing 
under the Supported Loan is (wholly or partly) 
unenforceable against the Borrower; or 

(iii) the Borrower is entitled to a reduction in respect of 
its payment obligations to the Approved Bank, 
including where the Borrower’s payment 
obligations are held to be a penalty, 

and any such circumstance affects the amount potentially 
payable by the Crown under the Loss Sharing 
Arrangement by reducing the amount that would, but for 
such circumstance, have been available to reduce the 
money owing by the Borrower under the Supported Loan, 
provided that this will not apply where such circumstance 
is caused solely as a result of:  
(iv) the winding up of the Borrower or if it 

subsequently transpires that the Borrower was 
not solvent at the time the relevant Supported 
Loan was made to it; or 

(v) despite the Approved Bank having made due 
enquiry, the fraud of the Borrower; 

(b) to the extent that non-payment by the Borrower under the 
Supported Loan Agreement is due to any breach of 
contract, negligence in relation to the Approved Bank’s 
application of its Supported Loan Practices, Policies and 
Processes or fraud by the Approved Bank; 

(c) to the extent that the Approved Bank is in breach of any 
of its obligations under the Loss Sharing Arrangement 
and such breach has caused non-payment by the 
Borrower under the Supported Loan Agreement; and 

(d) where the loan is not a Supported Loan. 

Refund by Bank If the Crown has paid a claim under the Loss Sharing 
Arrangement and it is subsequently established that the payment 
or a part of the payment of that claim was greater than the 
amount required to be paid by the Crown (such surplus amount 
being the Amount) under the terms of the Loss Sharing 
Arrangement (including as a result of the exclusions set out in 
above), the Approved Bank must repay the Amount together with 
interest on the Amount at the “Bank Bill Rate” from the date the 
Crown made the payment until the Approved Bank repays the 
Amount to the Crown in full.  Repayments will be made on a 
monthly basis on the same cycle as Approved Banks' report to 
the Crown as described above.   

Termination 1. Each party has the right to withdraw from the Loss 
Sharing Arrangements at any time during the Crown 
Support Period by an agreed period of prior notice. 
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2. [Limitations on rights of withdrawal TBD]. 

3. Termination of the Loss Sharing Arrangements will not 
affect the parties’ obligations in relation to those 
Supported Loans already entered into. 

Confidentiality  Standard confidentiality provisions to apply subject to the usual 
Official Information Act 1982 acknowledgements. 

Transfer An Approved Bank may not transfer a Supported Loan, except to 
another Approved Bank or with the Crown’s written consent. 
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Annex 2: Talking Points 

• Since the idea of a scheme to assist banks to provide term funding to New Zealand 
firms affected by COVID-19 was announced last week, a working group comprising 
Treasury and the main banks have developed the key commercial terms for the 
scheme. 
 

• The operational details are now being finalised so that the scheme will be able to be 
implemented and fully available by mid-April. 

 
• The scheme design allows banks to provide finance to eligible customers now, that will 

be covered once the scheme is up and running.  This means banks should be able 
extend credit to support firms who require financing with immediate effect. 
 
 

• As previously announced,  
 
o The Business Finance Guarantee Scheme will provide short-term credit to 

cushion the financial distress on solvent small and medium-sized firms affected 
by the COVID-19 crisis. 
 

o The scheme will support $6.25 billion of lending by the banks to small and 
medium-sized businesses to protect jobs and support the economy through this 
unprecedented time. 

 
o This scheme leverages the Crown’s financial strength, allowing banks to ease the 

financial stress on solvent firms affected by the COVID-19 pandemic. 
 

o The scheme will include a limit of $500,000 per loan and will apply to firms with a 
turnover of between $250,000 and $80 million per annum. The loans will be for a 
maximum of three years and expected to be provided by the banks at 
competitive, transparent rates. 

 
• The Government will carry 80% of the credit risk, with the other 20% to be carried by 

the banks. 
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