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IPSA Review – Modernising Insurance Prudential 

Regulation 

Purpose 

1. This paper seeks your approval of policy proposals to amend the Insurance 

(Prudential Supervision) Act 2010 (IPSA).  

2. Following your feedback and approval, we recommend that you seek Cabinet 

approval to release an exposure draft of a Bill in September 2025 for public 

feedback. We would then seek final agreement from yourself and Cabinet on the 

Bill in March 2026. The Bill would amend IPSA to support the efficient and effective 

operation of the prudential regime for licensed insurers.  

Background 

3. IPSA provides the legal framework for the Reserve Bank’s regulation and 

supervision of the insurance sector.  

4. The Reserve Bank has recently concluded a review of IPSA, which began in 2016 

(the IPSA review). The Review was paused between 2018 and 2020 due to the 

COVID pandemic and reprioritising staff to the RBNZ Act review.  

Regulation that supports a sound and efficient insurance market is necessary 

5. Insurance provides significant benefits for individuals, society, and the Crown by 

transferring the cost of sudden and unexpected losses across time and the 

population. This risk transfer helps support a strong and resilient economy. As a 

result of these benefits, insurance has become a key component within the 

financial system, supporting access to mortgages (property insurance), health 

services (health insurance), the running of businesses (general insurance) and as 

an estate planning tool (life insurance). 

6. The failure of an insurer can cause significant economic damage. Insurer failures 

can consequently impact the sectors that insurance supports (e.g. property) as well 

as directly impact policyholders and the communities those policyholders are 

based and serve in (recent examples include the 2022 Tairawhiti flooding, which 

showed the significant local reliance on insurance). 

7. The importance of insurance to financial markets and the wider economy means 

that the public net benefits of insurance outweigh private net benefits. This public 

benefit motivates the public policy case internationally for the insurance industry to 

be prudentially regulated. An approach that brings New Zealand’s framework 

closer to international best practice supports industry by setting similar 

requirements seen in other jurisdictions. That is, a modern approach with the tools 

and clarity expected by an industry that operates internationally.  

8. The statutory purposes for insurance prudential regulation are to promote the 

maintenance of a sound and efficient insurance sector, and to promote public 

confidence in the insurance sector.  
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The IPSA review sought to modernise the regulation, promoting the soundness and efficiency 

of the insurance sector 

9. There has been a shift in international expectations for what is considered 

international best practice. This evolution led to the need for a review of the 

regulation, with Cabinet agreeing to review IPSA in March 2016 [CAB-16-MIN-

0072] and April 2023. The agreed objectives of the Review, were to: 

• Assess the performance of IPSA in light of its purposes to ensure it provides 

for a cost-effective supervisory regime that promotes soundness and efficiency 

of the insurance sector.  

• Assess the consistency of the regime with international guidance and other 

legislation administered by the Reserve Bank and consider if further 

alignment would be appropriate given the nature of the New Zealand insurance 

sector.  

• Include consideration of the statutory purposes and principles.1  

The Review’s findings 

10. The Review has found that: 

• New Zealand’s insurance regulatory environment needs modernising.  

• The insurance market and industry-participants would benefit from closer 

alignment to international best practice, with industry supporting this direction 

of travel.  

• Confirmation of regulatory change, following a long review period, will create 

clarity for industry. 

These findings are expanded on below.  

Significant opportunities for improvement have been identified through independent reviews 

and operational experience 

11. Since 2016, there have been a number of internal and external findings that have 

supported our recommendations (the full list of recommendations are contained in 

Appendix 3). Specific external reports include:  

a) The IMF’s assessment against the Insurance Core Principles (ICPs) carried 

out during the New Zealand 2016 Financial Sector Assessment Programme 

(FSAP), where New Zealand received a 13 out of 26 pass rate for compliance 

against the ICPs.2  

 
1 The Terms of Reference were expanded in 2023 to include consideration of the statutory purposes and 
principles (RBNZ #6003 refers). 
2 See New Zealand: Financial Sector Assessment Program: Detailed Assessment of Observance--Insurance Core 
Principles; IMF Country Report No. 17/121; May 2017. 
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The IMF’s FSAP report identified that our current requirements fall materially 

short of international standards. Without amendments to IPSA, we expect a 

similar pass rating when the IMF is next scheduled to assess New Zealand’s 

financial sector regulatory frameworks in 2028. Appendix 1 provides a 

summary of results from the assessment in 2016.   

As a comparison, Australia in its most recent report, received a 20 out of 26 

pass rate. 

b) The Trowbridge-Scholtens report (T-S report) on the Reserve Bank’s 

supervision of CBL Insurance Limited, dated 6 May 2019. The T-S report (an 

independent report commissioned by the Reserve Bank, by John Trowbridge 

and Mary Scholtens QC) found legislative gaps in areas of risk management 

and governance, group-entities and supervision of solvency.   

12. Our operational experience and thematic reviews3 have also found that IPSA 

currently lacks the tools to ensure good governance and risk management 

outcomes. Currently, IPSA’s enforcement levers are limited, relying primarily on 

strict liability offences with large fines. It provides few options for addressing minor 

breaches that do not warrant, for example, a formal investigation or prosecution. 

The current regime often results in an inefficient “all or nothing” approach to 

enforcement.  

13. Both the external reviews and operational experience suggest that the insurance 

prudential regulation would benefit from additional tools which would support the 

purpose of promoting the maintenance of a sound and efficient insurance sector.   

Significant public consultation has been undertaken. Industry support the review and are 

preparing for regulatory change 

14. Multiple rounds of public consultation have been carried out since 2017. Most 

recently, in September 2023, an Omnibus Consultation Paper was released 

seeking feedback on the full set of potential amendments. Submissions were 

received from a wide range of industry participants, professional advisers, and 

other interested stakeholders. We intend to release the attached summary of 

submissions from the Omnibus Consultation, in February 2025. 

15. Industry and other stakeholders were broadly comfortable with the proposals made 

in the consultation and recognise that the legislation needs modernising to support 

the continued soundness and efficiency of the insurance sector. Concerns were 

largely in response to the details underpinning some of the proposals, rather than 

the overall intent of the proposals. Should you and Cabinet agree to progress an 

Amendment Bill, industry will have a further opportunity to provide feedback on an 

exposure draft. 

16. Industry raised significant concerns on 12 of the 50 proposals that we had 

previously consulted on (See Appendices 3 and 4). In light of the feedback received 

we ultimately recommend only pursuing 2 of 12 proposals that industry strongly 

 
3 Including an RBNZ and FMA review of Governance in 2023, Life Insurer Conduct and Culture in 2018, and an 
RBNZ review of the Appointed Actuary regime in 2020.  
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opposed. A package of 40 proposals remain which are broadly outlined below, with 

further detail provided in Appendix 3. 

Proposals 

17. The proposals, by theme, are:  

a) Adjusting the regulatory scope – remove licensing requirements for (captive) 

insurers who only provide insurance to their parent company (e.g. power 

companies), and overseas reinsurers. Separately, we propose requiring 

licensing for New Zealand-incorporated insurers that only write overseas 

policies. These proposals would remove the need for eight captive insurers to 

be licensed, and separately, require one New Zealand-based entity to be 

licensed that currently exclusively operates overseas.      

b) New standards – empowering a broader suite of prudential requirements in 

the form of standards (a form of secondary legislation), in addition to the current 

standards on Solvency and on Fit and Proper (for directors or relevant officers). 

We recommend the ability for additional standards to be introduced that relate 

to corporate governance, risk management, data and disclosure, group 

structures, appointed actuarial advice, outsourcing and connected exposures. 

The proposed standards on governance and risk management are consistent 

with international best practice, including Australia, and were specifically 

highlighted by the IMF as a regulatory gap in New Zealand’s regime. The 

proposed draft standards would be consulted on with industry and sequenced 

over a period of time.    

c) Fit and proper – extending the current officers’ regime to the Chief Risk Officer 

(CRO); requiring the Reserve Bank’s pre-approval to appoint relevant officers; 

and notification requirements on insurers where they have concerns with 

directors or relevant officers.  

d) Regulatory approvals – simplify the regulatory approvals regime and align the 

change of control threshold with that which insurers face under the financial 

market conduct regime administered by the Ministry of Business, Innovation 

and Employment (MBIE).  

e) Graduated supervision and enforcement powers – additional information 

gathering powers, in part, to mitigate the risks of unlicensed insurers holding 

themselves out as licensed insurers. The additional powers would also include 

the ability to undertake on-site inspections of licensed insurers without notice. 

We also recommend introducing additional graduated enforcement powers, 

including infringement notices, to provide for a proportionate approach to 

sanctioning non-compliance against prudential requirements. These powers 

largely align with the new supervisory and enforcement tools in the Deposit 

Takers Act (DTA). 

f) Refined distress management provisions – adjustments to improve insurers’ 

moratorium rights (where creditors’ debt collection rights are paused to allow 

an insolvent entity time to assess their financial position and obligations); and 
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revising the threshold for statutory management4 of a licensed insurer to include 

insurers where the failure of the insurer may cause significant damage to a 

geographical area or group of people. We also recommend a Ministerial 

direction power in relation to any use of public funds in the event of entity failure 

(a power that is also available to you in the DTA).5 

g) Amendments to improve the Act – update penalty levels (e.g. criminal and 

civil pecuniary fines) to align with comparable regulatory regimes while taking 

into account differences in the ability to pay the penalty, the potential impact 

and gain from the offence. We recommend amendments to improve the 

transparency of requirements within the solvency regime and recommend the 

power for the Reserve Bank to impose dividend restrictions on licensed 

insurers. 

18. As outlined, industry have been supportive of the Review and well-engaged 

throughout. Of the 40 proposals we recommend ultimately proceeding with, 

industry identified two proposals with high compliance costs or that they generally 

did not support. These are the pre-approval of officers (#17) and on-site inspection 

powers without notice (#24) proposals. We elaborate further on these below.   

Proposals not supported by industry or which may have high compliance costs 

Pre-approval of officers (#17) 

19. As part of both the IPSA Review Omnibus Consultation in 2023 and the IPSA 

Review on Governance Consultation in 2022, we proposed introducing a 

requirement for licensed insurers to seek approval of the appointment of relevant 

officers (currently the CEO, CFO and the appointed actuary, and we propose the 

CRO would also be included) from the Reserve Bank before appointments are 

made. This would change the notification process from post-appointment to pre-

appointment.  

20. Industry had strong concerns, arguing that the Reserve Bank’s existing power to 

challenge an appointment is sufficient, while the costs and complexities of pre-

approval would create significant uncertainties on the timing for when an officer 

can be appointed.  

21. Notwithstanding industry feedback, we continue to recommend this policy, as the 

current post-appointment arrangement does not sufficiently promote engagement 

between the Reserve Bank and insurers on the appointment of key officers. The 

post-appointment regime results in the Reserve Bank having to take the very 

significant step of removing an officer if the Reserve Bank has reasonable grounds 

to believe the relevant officer is not a fit and proper person. A pre-approval regime 

would allow for a better working relationship with insurers to ensure relevant 

officers meet the standards expected.  

 
4 Statutory management is a process designed to deal with complex insolvency scenarios that the ordinary law 
cannot adequately deal with. A ‘statutory manager’ is appointed to deal with an entity in distress, in order to 
preserve the value for shareholders and stakeholders. It is viewed as a remedy of last resort.  
5 The recommendation is designed to allow the Crown to mitigate and manage taxpayer money if public funds 
are at risk. This policy does not change the probability or desire to use public funds when an insurer fails.    
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22. A key feature of our prudential supervision of insurers is that we are ‘risk-based’. 

Applying this to the approval process should mitigate industry’s concerns 

somewhat, in practice this means smaller insurers will be scrutinised less than 

larger insurers.  

23. A pre-approval regime is consistent with deposit taker requirements and as part of 

the international ICPs (ICP 5: Suitability of persons).6 

On-site inspection powers (#24) 

24. We proposed to introduce a power for the Reserve Bank to undertake on-site 

inspection powers without notice in both the IPSA Review Omnibus Consultation 

in 2023, and the IPSA Review Enforcement Consultation in March 2022. 

Consistent with the regulatory regime for deposit takers and the anti-money 

laundering (AML) regime, the power would extend the Reserve Bank’s current on-

site powers which allows a Reserve Bank appointed investigator to carry out on-

site inspections on licensed insurers with either the consent of the licensed insurer 

or with a warrant to search, only when evidence of non-compliance is suspected. 

25. Internationally on-site inspections are an important means of verifying compliance 

against prudential requirements, and the Reserve Bank received fail grades from 

the IMF during the 2016 FSAP for its reliance on desk-based or off-site supervisory 

monitoring in both the insurance and banking contexts. In practice an on-site 

inspection programme would be signalled well in advance and risk-based (with 

larger entities inspected at a higher frequency than smaller less systemically 

important insurers). The Reserve Bank would turn up to an insurer’s premises 

without advance notice only in very rare and extraordinary circumstances. 

26. As part of the government’s extensive review of the Reserve Bank Act – the Phase 

2 Review – Cabinet agreed that the Reserve Bank should be given the power to 

conduct on-site inspections at its regulated entities, including insurers.  

27. Industry raised some concerns on the proposal arguing that the power was 

unnecessary and could prove complex. Industry did note that if a power was to be 

introduced, then the Reserve Bank should consider safeguards and an appropriate 

scope for the power to provide certainty to insurers.  

28. As with similar powers in other New Zealand legislation (for example, the AML/CFT 

and deposit takers legislation) we propose that the power will contain certain 

safeguards for insurers, including: 

• Explicitly excluding access to private dwellings or marae. 

• That inspections could only be carried out at ‘reasonable’ times. 

• That inspections must be carried out by appropriately qualified persons 

(including Reserve Bank staff or other staff by delegation).     

  

 
6 IAIS, Insurance Core Principles and Common Framework for the Supervision of Internationally Active 
Insurance Groups, December 2024.  
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Significant proposals discontinued 

29. We do not recommend updating the purposes and principles of the Act. The current 

purposes of the Act are, to: 

• promote the maintenance of a sound and efficient insurance sector; and 

• promote public confidence in the insurance sector.  

30. In April 2023, on our recommendation, the Minister of Finance agreed to extend 

the IPSA Review’s term of reference to include a review of the Act’s purposes and 

principles (RBNZ #6003, refers). Following this change, we sought public feedback 

on whether the purposes and principles: 

• Should continue to include the concept of efficiency.  

• Should be expanded to include access to insurance and policyholder 

interests.  

• Should better align with the Reserve Bank’s broader financial stability 

objective in the RBNZ Act 2021 and other prudential legislation (e.g. the DTA) 

which includes a focus on the soundness of individual regulated entities.  

31. Industry largely agreed that efficiency should be retained in IPSA’s purposes as a 

counterweight to ‘soundness’, while maintaining that soundness should be focused 

on the sector rather than individual insurers or the financial system more broadly. 

Industry felt this better reflects the difference between the deposit taking and 

insurance sectors, as insurance failure is less likely to be as disruptive to the 

financial system. Industry suggested that the Reserve Bank primarily focus on the 

impacts on competition, costs and complexity.  

32. Following analysis of the feedback received, we do not recommend changing the 

purposes and principles of the Act. The current purposes and principles are largely 

adequate and strike an appropriate balance between preventing disruption to the 

sector, policyholder protection, and other considerations such as the importance 

of maintaining competition. However, we do recommend adding specific objectives 

to the distress management subpart, which will provide useful principles for the 

Reserve Bank to consider when exercising powers under this subpart.   

Competition  

How are these changes likely to impact competition and efficiency 

33. We do not expect the recommended amendments to have a material impact on the 

current level of competition within the insurance industry. We have taken into 

account competition when making these recommendations in terms of the overall 

impost on insurers from the suite of changes being proposed. Furthermore, 

insurance sector competition is already a statutory principle that the Reserve Bank 

must take into account when performing the functions, duties and powers conferred 

by IPSA. 
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39. The IPSA review was discussed with the Ministry for Regulation who commented 

on the Government’s commitment to reducing regulation and recommended we 

identify and add proposals that would reduce regulatory costs. We have decided 

to ‘discontinue’ several proposals outlined in the Omnibus Consultation, which we 

judge to be high complexity and/or where the marginal benefit is low.   

40. Treasury provided comment: The Treasury has had limited time to review this 

advice. The Treasury is broadly supportive of the Reserve Bank’s policy proposals, 

including changes to address issues raised in the IMF’s FSAP report and the T-S 

report, and its stated approach to align with the approach taken in the recent DTA 

reforms (where considered appropriate in an insurance context).  

41. The Treasury considers that there would be value in further consideration of 

changes to IPSA’s purposes and principles as there may be other fruitful areas for 

change particularly with a view to alignment with the DTA (where that makes 

sense) from an overall regulatory coherency and consistency perspective. The 

Treasury also notes that it understands stakeholders indicated that there were 

certain issues where their views on the merits of proposals were conditional on 

seeing further detail from the Reserve Bank in due course.  

Timeframes 

42. We are in the process of submitting an updated Legislation Programme bid (‘Leg 

Bid’) for 2025. If you agree to progress amendments to IPSA, we have 

recommended targeting the timeframe outlined below (these are broadly consistent 

with the previous 2024 bid): 

• January 2025: Your feedback and approval to progress amendments to IPSA 

(this report). 

• February 2025: Your feedback and approval of a draft Cabinet paper (to be 

provided to you following your agreement and feedback on this report). 

• March 2025: Seek Cabinet approval on policy amendments to IPSA.  

• September – December 2025: Publicly release an exposure draft of the Bill 

for feedback.  

• March 2026: Bill before LEG and Cabinet for approval for introduction.  

• April 2026: Target date for Bill introduction. 

• March 2028: Recommended date of commencement.  

43. The intent of the exposure draft planned for release in the fourth quarter of 2025, 

is to resolve and clarify many of the definitions, safeguards and thresholds of the 

proposals. This is especially important for the new supervisory and enforcement 

powers to provide certainty to industry of the scope of these powers and minimise 

any unforeseen consequences.      
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Recommendation 

44. It is recommended that you: 

a) Note that the Reserve Bank has been carrying out a review of IPSA under 

Cabinet-approved Terms of Reference, since 2016 [CAB-16-MIN-0072 refers].  

b) Note that the Reserve Bank has undertaken the Review and through 

operational experience and independent reports has identified opportunity for 

significant improvements that can be made to the Act.  

c) Note that the Reserve Bank has carried out a series of public consultations 

over 2021-2023, including an ‘Omnibus Consultation’ covering a full set of 

Reserve Bank recommendations for amendments to IPSA and plan to release 

the Summary of Submissions in early February. 

d) Indicate whether you require additional advice on any of the recommended 

policies in Appendix 3: Proposed policy recommendations.  

Proposal #    

 

e) Agree in principle to progress amendments to IPSA (an Amendment Bill). 

Agreed in principle / Not Agreed  

f) Agree to the package of amendments set out in Appendix 3: Proposed policy 

recommendations.   

Agreed / Not Agreed 

g) Note the planned timeframe, contained in paragraph 42, which includes an 

exposure draft for public release in the final quarter of 2025. Subsequently, in 

March 2026, we will seek final approvals from yourself and Cabinet, on 

progressing the introduction of an IPSA Amendment Bill.   

h) Agree, subject to your feedback, to the drafting of a Cabinet paper seeking 

Cabinet approval of your policy decision and the release of an exposure draft 

for consultation giving effect to them, to be released later in 2025.  

Agreed / Not Agreed 

 

 

 
 
 

 

Hon Nicola Willis 
Minister of Finance 
 
 
 

Christian Hawkesby 
Deputy Governor 
Reserve Bank of New Zealand 
 
17/12/2024 
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Appendix 1: IMF’s Insurance Core Principles assessment 2017 
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Notes: For a principle to be considered partly observed, the IMF observes that there are sufficient shortcomings to raise doubts about the supervisor’s ability to achieve 

observance. We therefore treat a ‘Partly observed’ grade as constituting a fail grade. ICPs 18 and 19 refer primarily to FMA’s responsibilities under market conduct 

legislation. 
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Appendix 2: Background on New Zealand’s insurance market 

Background on the insurance market 

Total licensed insurers: 84, as at 2024. All other data is for the calendar year ending 2022.8  

Figure 1: Insurer assets by ultimate ownership 

 

 

• Approximately, 55% of licensed insurers, by number, are foreign-owned. 

• The private insurance sector has revenue of about $12 billion, which represents 3% of New 

Zealand's Gross Domestic Product (GDP). By contrast, deposit taking total interest income was 

roughly $24b, 6% of GDP. 

• Foreign-owned insurers account for about 85% of total insurer assets (Figure 1).9 

• Foreign-owned insurers account for 77% of gross premiums written. 

Source: Insurers' private reporting. 

 

 

Based on insurance premiums earned in the December quarter of 2021, large private insurer business in New Zealand is made up of the following types: 

• General insurance (59%) 

• Life insurance (around 28%) 

• Health insurance (around 13%). 

New Zealand’s life insurance share of total insurance business is low compared to what is seen overseas. This is partly due to our well-developed welfare system, 

and the use of life insurance as a tax-efficient way to save money elsewhere in the world. 

 
8 The Reserve Bank is currently refreshing the Insurance survey following an accounting standards update, up-to-date data should be available for use in 2025.  
9 The total asset value comes from the insurers' financial statements, which may account for asset values differently across the sector. 














































