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Cabinet paper: Modernising the Insurance (Prudential 
Supervision) Insurance Act 2010 (IPSA) 

Purpose 
1. You have previously agreed to make a number of policy changes to the prudential 

regime for insurers and asked the Reserve Bank to prepare a Cabinet paper on 
those changes to seek Cabinet’s approval (RBNZ#6247 and RBNZ#6259 refers).  

2. This report seeks your agreement to: 

a) lodge the attached draft Cabinet paper and accompanying attachments with the 
Cabinet Office by 7 August 2025 for consideration by the Cabinet Economic 
Policy Committee (ECO) on 13 August 2025.  

b) make some minor (largely administrative) amendments to the policy items you 
have previously approved and include some additional minor policy items 
(which are included in the draft Cabinet paper). 

Background 
3. Following the Reserve Bank’s review of IPSA (the IPSA Review), in December 

2024 we recommended a package of reforms to modernise insurance prudential 
regulation in New Zealand (RBNZ#6247 refers). The Treasury provided you with 
advice alongside ours (T2024/3394 refers). 

4. You agreed “in principle” to progress amendments to IPSA. However, before 
making any further decisions you asked for additional advice on on-site inspections 
and pre-approval of directors and officers, and to meet with us to discuss our 
advice. We provided an Aide Memoire with further information on these policy 
matters, to support the meeting(#RBNZ6255).  At that meeting, you asked for 
further advice and options on how IPSA’s purposes and principles could be 
amended to promote competition and reduce regulatory burden. This was provided 
in a further report (RBNZ#6259 refers).1  You have consequently agreed 
(RBNZ#6259 refers) to the package of policy proposals outlined in the attached 
Cabinet paper to modernise insurance regulation by: 

a) Adding additional principles of proportionality and having regard to 
international norms, as well as requiring the Reserve Bank to publish a 
framework for how proportionality will be applied to standards issued under 
IPSA.  

b) Adjusting the regulatory scope, such as, remove licensing requirements for 
overseas insurers who only provide insurance to their parent company or a 
related company within the same corporate group (e.g. electricity 
companies), and overseas reinsurers.  

c) Empowering a broader suite of standards (a form of secondary legislation) 
to clarify and make enforceable expectations on licensed insurers.  

 
1 Treasury followed up this advice with an email to your office to clarify its position.  
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d) Strengthening the fit and proper regime, such as requiring the Reserve 
Bank’s pre-approval to appoint relevant directors and officers.   

e) Simplifying the regulatory approvals regime for transactions involving 
insurers. 

f) Introducing additional supervision powers, including additional information 
powers and the ability to undertake on-site inspections of licensed insurers. 

g) Introducing graduated enforcement powers, by introducing additional tools 
to apply depending on the type of breach of IPSA.   

h) Refining the distress management provisions to deal with insurers in 
financial difficulty.  

5. You have directed the Reserve Bank to draft a Cabinet paper on your behalf 
seeking Cabinet approval for your decisions and have agreed to seek Cabinet 
approval to release an exposure draft of an amendment Bill giving effect to the 
policy proposals. The exposure draft would be released in early 2026 for 
consultation.  

6. The proposed additional minor amendments to the package are outlined below.  

Further policy decisions sought 
7. We seek your agreement to some minor additional policy items and minor (largely 

administrative) amendments to policy items to which you have previously agreed.  
The first item has been raised by industry and is an item not specifically considered 
previously as part of the IPSA Review. There are also two proposed modifications 
to the Reserve Bank’s direction powers that we recommend. The remaining three 
items are minor amendments to better align IPSA with the DTA and other similar 
regulatory frameworks. 

New issue: Ability for the Reserve Bank to adjust the regulatory scope to cover multi-cell 
captive insurers 

8. Currently, captive insurers (insurers that only cover their parent company or other 
entities within the same corporate group), are not required to have a financial 
strength rating and have lower capital requirements (unlike other insurers).  This 
recognises that they have a different risk profile from insurers that offer to the 
general public.   

9. Some industry members have raised the treatment of multi-cell captive insurers - 
an emerging business model in New Zealand - with the Reserve Bank.  Multi-cell 
captive insurers cover the risk of multiple corporate groups but keep separate the 
assets and liabilities of each group in individual “cells”.  They enable corporate 
entities to achieve the benefits of a captive insurer with lower start-up and operating 
costs. They are therefore not specifically addressed under IPSA. 

10. We propose to include a power for the Reserve Bank to recommend a regulation 
to treat multi-cell captive insurers as “captive insurers” under IPSA.  This would 
increase certainty and maintain competition and efficiency in the market and 
provide for consistent treatment with captive insurers.   
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Recommended change: Ability for Reserve Bank to impose dividend restrictions on licensed 
insurers 

11. In our earlier report (RBNZ#6247 refers), we outlined that solvency standards 
issued under the IPSA would contain a proposal for the Reserve Bank to be able 
to impose dividend restrictions on licensed insurers through a solvency standard 
(policy item #7). However, standards are secondary legislation designed to set rules 
that insurers must meet and are not designed to provide additional powers to the 
Reserve Bank. We therefore recommend that the proposed power should not be 
contained in a standard and instead be included in the primary legislation (IPSA). 
This will also better align the recommended change with the equivalent power in 
respect of deposit takers.   

12. We recommend that the restriction on dividend payments should be included within 
the scope of the Reserve Bank’s existing direction powers under IPSA. The 
Reserve Bank has an existing ability to give directions to licensed insurers and 
associated persons in specified circumstances.  

New issue: Alignment of IPSA with the DTA in relation to statutory prerequisites for standards 

13. Under IPSA, the Reserve Bank is required to consult persons (including their 
representatives) whom it considers will be substantially affected by the issue of a 
standard unless the amendment is of a minor nature.  

14. We recommend including a requirement for the Reserve Bank to notify you (the 
Minister of Finance) and consult with the other members of the Council of Financial 
Regulators (CoFR) before a standard may be issued. This is already done as a 
matter of practice, but we consider it is worth explicitly requiring this consultation in 
the legislation.  

15. This will align with the process under the DTA, which we consider is particularly 
important given the proposed broadening of the matters on which the Reserve Bank 
can set standards (RBNZ#6247 refers, policy item #40).  

Recommended change: Align with similar regulatory approvals processes by requiring 
notification to (rather than approval from) the Reserve Bank for certain transactions involving 
an overseas insurer 

16. In our earlier report (RBNZ#6247), we recommended requiring notification to the 
Reserve Bank – rather than prior approval (policy item #20) - before a person 
acquires at least 25% of shares or the ability to appoint at least 50% of directors in 
an entity or completes an amalgamation, where the purchaser or acquired entity is 
an overseas insurer.  This was on the basis that overseas insurers operating 
through branches in New Zealand are ultimately foreign-incorporated legal entities 
that are regulated overseas.  

17. We recommend further refinement of this proposal to better align with equivalent 
regulatory approval provisions in the DTA and with amendments expected to be 
made to the conduct regime administered by the Ministry of Business, Innovation 
and Employment and included in the Financial Markets Conduct Amendment Bill 
(FMCAB) currently before the House.  

18. For consistency with those regulatory approval provisions, we propose to require 
notification to the Reserve Bank by an overseas insurer licensed under IPSA when 
25% or more shares or the ability to appoint 50% or more of directors of the 
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overseas insurer is obtained by another person or when the overseas insurer 
amalgamates with another person.  The person who obtains those voting rights or 
ability to appoint directors and amalgamating New Zealand licensed insurers would 
still be required to receive approval from the Reserve Bank before giving effect to 
the relevant transaction, in accordance with existing provisions under IPSA.  

New issue: Alignment of appeal rights under IPSA with appeal rights under the DTA 

19. IPSA currently contains a right for a person to appeal a decision of the Reserve 
Bank relating to a removal as a director or relevant officer. The DTA, on the other 
hand, sets out broader rights of appeal against other decisions, such as declining 
to issue a licence to a person and declining to approve a director or senior manager, 
as well as decisions relating to conditions in a licence and decisions to decline 
approval for certain transactions under the regulatory approval process.  

20. We recommend broadening appeal rights under IPSA to align with the treatment of 
deposit takers in the DTA, as the proposals for modernising IPSA include aligning 
with the DTA on such matters as requiring approval for senior officers and 
broadening requirements under the fit and proper tests (RBNZ#6247 refers, policy 
items #16 to #18).  

New issue: Clarification of power to issue direction to an associate of a failed insurer 

21. Under IPSA, the Reserve Bank can direct a person associated with a failed insurer 
(such as its parent company or a sister company) to take certain actions – like 
consulting with the Reserve Bank or addressing non- compliance with the Act. 
However, this can only happen if that person itself has already failed (or is likely to 
fail) to follow directions or other requirements under IPSA. 

22. In 2017, when dealing with CBL (a failed insurer), a direction was not able to be 
validly issued to its parent company as it was the subsidiary insurer, not the holding 
entity, who had failed to meet requirements. This limited various preventative 
measures the Reserve Bank wished to put in place. The same issue has arisen 
with other insurers since.  

23. We recommend an amendment to allow a direction to be issued to an associated 
person of a failed insurer where doing so will assist in dealing with the difficulties 
faced by the insurer, without the associated person being required to have failed or 
be likely to fail with complying with a direction or other requirement of IPSA. This 
will ensure the existing direction power works as intended and that issues relating 
to failed insurers can be more readily addressed.  

Consultation 
24. We have consulted with Treasury in the preparation of this report.  

25. We have also consulted with Treasury, MBIE, the FMA, the Ministry for Regulation, 
the Ministry of Justice, DPMC, the Commerce Commission, the Legislative Design 
and Advisory Committee (LDAC) and PCO on the draft Cabinet paper and 
incorporated their feedback into the final version.  

26. Most of the new or modified proposals outlined in this report have not yet been 
consulted on with industry (other than the change to the dividend restriction power 
and the broadening of appeal rights under IPSA).  However, we do not expect 
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d) Agree to include a power for the Reserve Bank to recommend a regulation to 
treat multi-cell captive insurers as “captive insurers” under IPSA to increase 
certainty and provide for consistent treatment with single-cell captive insurers 
(new proposal).   

Agreed / Not agreed 

e) Agree to amending the scope of the Reserve Bank’s direction powers under 
IPSA, to enable it to give a direction to impose dividend restrictions on licensed 
insurers to mitigate the risk of group financial difficulties being spread via intra-
group transactions. This would mean implementing the policy proposal via 
primary legislation rather than the original proposal set out in RBNZ#6247 
(policy item #7) to implement via secondary legislation (change to existing 
proposal).  

Agreed / Not agreed 

f) Agree to including a requirement for the Reserve Bank to notify you (the 
Minister of Finance) and consult with the other members of the Council of 
Financial Regulators (CoFR) before a standard may be issued under IPSA (new 
proposal). 

Agreed / Not agreed 

g) Agree to require notification to the Reserve Bank by a licensed overseas 
insurer when 25% or more of voting rights or ability to appoint 50% or more of 
directors is obtained by another person over the overseas insurer or where the 
overseas insurer amalgamates with another person.  In our earlier report 
(RBNZ#6247), we included a proposal (policy item #20) to require notification 
to (rather than prior approval from) the Reserve Bank by both the overseas 
insurer and the acquiring person prior to voting rights or the ability to appoint 
directors being obtained by or over an overseas insurer.  (change to existing 
proposal).  

Agreed / Not agreed 

h) Agree to align appeal rights under IPSA with those available to deposit takers 
under the DTA, as appropriate in the insurance context (new proposal). 

Agreed / Not agreed 

i) Agree to the Reserve Bank’s existing power to issue a direction to an 
associated person of a failed licensed insurer being clarified so that a direction 
can be issued to the associated person without the associated person itself 
necessarily having failed or being likely to fail to comply with a direction or 
requirement under IPSA (new proposal).   

Agreed / Not agreed 

j) Note that the regulatory impact assessment for the amendments outlined in the 
draft Cabinet paper has been completed and is attached. 

Noted 

k) Approve and lodge the attached Cabinet paper (subject to any feedback or 
amendments) with the Cabinet Office by Thursday 7 August 2025 for 
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consideration by the Cabinet Economic Policy Committee (ECO) on 13 August 
2025. 

Agree / Not agreed 

 
 

 
 
 
 
 
 
 

 

Hon Nicola Willis 
Minister of Finance 
 
 
 

Angus McGregor 
Assistant Governor 
Reserve Bank of New Zealand 
 
2/07/2025 
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Office of the Minister of Finance 
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Modernising the Insurance (Prudential Supervision) Act 2010 (IPSA) 

Proposal 

1 This paper seeks policy decisions to amend IPSA, with a view to releasing an 
exposure draft for public consultation in the first quarter of 2026 and the introduction 
of a Bill in mid-2026.  

Relation to government priorities 

2 The final policy proposals have been designed considering the Government’s 
priorities. As contained in my Letter of Expectations to the Reserve Bank, I have been 
specifically cognisant of how these changes will improve competition within the 
financial system. The proposals are intended to also align the insurance regulatory 
framework more closely with the regulatory framework for deposit takers and with 
international best practice and should support insurance regulation promoting the right 
balance between a sound and efficient insurance sector.  

Executive Summary 

3 IPSA provides the legal framework for the Reserve Bank’s regulation and supervision 
of the insurance sector. The Reserve Bank has recently concluded a review of IPSA 
(CAB-16-MIN-0072 and CAB-23-MIN-0397). The Review found that New 
Zealand’s prudential regulatory framework for insurers needs modernising and that 
the insurance market and industry participants would benefit from closer alignment 
with international best practice.  

4 The final package of proposals can be divided by theme into nine parts: 

4.1 ensuring the purposes and principles reflect the primary aims of prudential 
regulation, considering consistency across legislative frameworks and 
Government priorities;  

4.2 adjusting the regulatory scope of IPSA; 

4.3 empowering the Reserve Bank to impose a broader set of prudential 
requirements on insurers, by way of ‘standards’ (a form of secondary 
legislation);  

4.4 extending the current fit and proper regime that applies to directors and senior 
officers of insurers; 

4.5 simplifying the regulatory approvals regime in relation to transactions; 
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4.6 additional supervision powers to better support the monitoring and assessment 
of the financial health of insurers and their compliance with prudential 
requirements; 

4.7 more graduated enforcement powers depending on the type of breach of IPSA 
provisions by an insurer; 

4.8 refining the current distress management provisions; and 

4.9 additional miscellaneous amendments to improve IPSA. 

5 Should Cabinet agree to the policy proposals recommended in this paper, I propose an 
exposure draft of legislation is released for consultation in the first quarter of 2026. It 
is then intended for the Bill to be considered for approval for introduction by Cabinet 
in mid-2026. A mid-2028 commencement date for any amendment Bill is targeted. 
Any new standards would be finalised and issued following the commencement date 
of the primary legislation.  

Background 

6 IPSA provides the legal framework for the Reserve Bank’s prudential regulation and 
supervision of the insurance sector. Insurance provides significant benefits for 
individuals, society and the Crown by transferring the cost of sudden and unexpected 
losses across the population, overtime and across borders (via re-insurance). This risk 
transfer helps support a strong and resilient New Zealand economy and a stable 
financial system. 

7 The Reserve Bank has recently concluded a review of IPSA, which began in 2016 
(CAB-16-MIN-0072). The Review was paused between 2018 and 2020 as staff were 
reprioritised to review the RBNZ Act and develop a new legislative framework for 
regulating the deposit taking sector. 

8 The Review found that: 

8.1  New Zealand’s insurance regulatory environment needs modernising; and 

8.2  The insurance market and industry participants would benefit from closer 
alignment to international best practice. 

9 There have been a number of independent reviews that have supported the 
recommendations outlined in this paper, alongside the Reserve Bank’s own findings, 
including: 

9.1 The 2016 International Monetary Fund’s (IMF) assessment against the 
International Association of Insurance Supervisors’ Insurance Core Principles 
(ICPs). New Zealand received a 13 out of 26 pass rate for compliance against 
the ICPs. Without amendments to IPSA, a similar pass rate is expected when 
the IMF is next scheduled to assess New Zealand’s financial sector regulatory 
frameworks in 2028. 

9.2  The Trowbridge-Scholtens report (T-S report) on the Reserve Bank’s 
supervision of a failed insurer, CBL Insurance Limited, from 2019. This report 
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found legislative gaps in areas of risk management and governance, group 
entities and supervision of solvency. 

10 Significant public consultation has been undertaken as part of the Review. The current 
set of policy proposals reflects Reserve Bank consideration of stakeholder feedback 
from the consultations, as well as several new (largely administrative) proposals not 
previously consulted on.  

Policy proposals 

11 I am recommending the changes summarised below (additional details on these 
proposals are found in the Appendix).  

12 In considering the proposals and the overall package, I have considered the 
appropriate balance between: 

12.1  Promoting soundness: that is, promoting the resilience of New Zealand’s 
insurance market to both external shocks insurers face, as well as to the 
negative impact on the sector that can arise from insurers’ own risk-taking 
behaviour.  

12.2  Promoting efficiency: efficiency is a multi-faceted objective, including 
minimising regulatory burden, improving competition, improving the cost and 
quality of insurance products and ensuring allocative efficiency (resources are 
allocated to their most productive uses).   

12.3  Greater consistency with international best practice guidance and insurance 
requirements in comparable jurisdictions as well as comparable domestic 
legislation. 

13 Overall, these changes as a package should: 

13.1  promote a sound and efficient insurance sector by addressing existing 
inefficiencies and modernising the regulatory framework;  

13.2 ensure that there is better alignment of IPSA with international best practice, 
thereby reducing barriers to entry which could encourage competition, and 
also ensuring alignment with similar domestic prudential frameworks such as 
the Deposit Takers Act 2023 (the DTA) administered by the Reserve Bank. 

Purpose and principles  

14 IPSA currently contains a number of purposes and principles. Purposes signal the 
high-level policy approach intended by Parliament, whereas principles guide the 
exercise of powers and duties conferred on the Reserve Bank under IPSA. These have 
been considered as part of the Review to confirm that they continue to reflect the key 
outcomes the framework is expected to deliver, while ensuring a degree of 
consistency with other similar legislation and Government priorities. I consider that 
no change should be made to the existing purposes of promoting a sound and efficient 
insurance sector and to promote public confidence in the insurance sector.  
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15 However, it would be helpful to include additional principles relating to the 
desirability of taking a proportionate approach to regulation and supervision and 
maintaining awareness of international guidance or standards.  These principles are 
both contained in the DTA. The Reserve Bank is also required under the DTA to 
prepare and publish a framework for how it will take the proportionality principle into 
account when developing standards.  I consider there should be a similar requirement 
for the Reserve Bank to prepare and publish a proportionality framework under IPSA. 
Further details are set out in the Appendix, proposals 1 and 2.    

Adjusting the regulatory scope 

16 Practical experience administering IPSA has suggested that improvements could be 
made to how the Reserve Bank manages the regulatory perimeter – that is, which 
entities are in (and out of) scope of prudential regulation and supervision. I propose a 
range of measures to adjust the regulatory scope of IPSA (refer Appendix, proposals 
3-8): 

16.1  Require all New Zealand-incorporated insurers to be licensed, whether or not 
they have New Zealand policyholders.  

16.2  Remove the requirement to be licensed for overseas captive insurers (i.e. 
overseas insurers which serve only their parent entity or related parties) and 
overseas entities that only act as reinsurers in New Zealand.  

16.3 Include a power for the Reserve Bank to recommend that a regulation is made 
to deem certain transactions as insurance contracts under IPSA.  

16.4 Include a power for the Reserve Bank to recommend that a regulation is made 
to treat multi-cell captive insurers (i.e. insurers that cover the risk of multiple 
corporate groups) as captive insurers under IPSA. 

16.5 Require overseas insurers operating through a New Zealand branch to locally 
incorporate if they meet a specified size and importance threshold (set by 
secondary legislation).  

16.6 Introduce a licensing regime for non-operating holding companies (NOHCs) 
of insurers headquartered in New Zealand to enable ‘group supervision’ by the 
Reserve Bank rather than supervision of the individual New Zealand insurer 
only.   

Solvency 

17 Solvency requirements specify how insurers calculate the minimum amount of capital 
they must hold to meet their policyholder obligations, even after adverse events. 
Currently, IPSA refers to a single control level - whether the insurer is maintaining a 
solvency margin (the solvency margin is a key measure of an insurer’s financial 
position).1 I propose a more graduated approach to the solvency requirements. This 
would allow earlier intervention when insurers run into problems and allow for 

 
1 The solvency margin is defined in the applicable solvency standards and represents the value of eligible assets 
in excess of the value of liabilities determined in accordance with the methodologies set out in the solvency 
standards. 
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proportionate intervention as problems become more serious. The specific proposals 
are (refer Appendix, proposals 9-11):  

17.1 Allowing for more than one control level and for the release of powers at 
different solvency levels, with the levels set by the solvency standards.  

17.2 Introducing the power for the Reserve Bank to impose dividend restrictions on 
licensed insurers, to mitigate the risk of group financial difficulties being 
spread via intra-group transactions. 

17.3 Introducing a default solvency margin ($0) in IPSA to apply to licensed 
insurers, unless otherwise specified.  

18 The details of the solvency regime for insurers will be designed to work with the 
framework set up under IPSA. 

New standards 

19 Standards are a form of secondary legislation drafted by the Reserve Bank, defined 
under the Legislation Act 2019. Currently, there are standards for solvency and fit and 
proper requirements. I propose that the Reserve Bank be empowered to issue new 
standards covering a broader range of prudential requirements which are currently 
addressed largely through non-enforceable guidance.  This would allow the Reserve 
Bank to clarify its obligations on insurers, improve the framework for supervisory 
engagement, and allow the Reserve Bank to sanction insurers in the event of non-
compliance. It also provides insurers with greater certainty, thereby promoting 
efficiency in the sector and aligns with international best practice. Standards are 
relatively easier to update than statute, making standards more appropriate for 
addressing newly emerging risks.  

20 I recommend that the Reserve Bank be able to issue standards relating to (refer 
Appendix, proposals 12-20): 

20.1 governance, including board composition and responsibilities;  

20.2 risk management, including policies and processes for specific risks;  

20.3 data and disclosure of information;  

20.4 licensed insurers’ outsourcing arrangements;  

20.5 connected exposures (related party transactions);  

20.6 actuarial advice;  

20.7 distress management preparedness; and 

20.8 other matters as considered necessary or desirable to achieve the purposes of 
IPSA – this requires a Regulation made by the Governor-General to expand on 
the scope of the Reserve Bank’s standard-making powers. 
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21 As a pre-requisite, I propose the Reserve Bank should notify the Minister of Finance 
the prudential policy that is intended to be implemented via standards and to consult 
with the other members of the Council of Financial Regulators (CoFR). The Reserve 
Bank is already required to consult those substantially affected by the issuance of 
standards under IPSA. 

22 The above standards would be developed once the empowering amendments to IPSA 
are enacted, through a separate process with extensive consultation with stakeholders.  

23 The issuance of these new standards would be staggered. The Reserve Bank would 
coordinate with the Ministry of Business, Innovation and Employment (MBIE) and 
the Financial Markets Authority (FMA) to ensure the standards do not conflict with 
market conduct requirements and to minimise reporting or compliance burdens 
imposed under New Zealand’s ‘twin peaks’ financial regulatory system. 

Fit and proper 

24 Under IPSA, licensed insurers are required to develop and comply with their own fit 
and proper policy (also known as ‘suitability’ assessments). The current requirements 
do not sufficiently promote engagement between the Reserve Bank and insurers about 
the insurer’s choice of appropriate key officers. I recommend that IPSA be amended 
to (refer Appendix, proposals 21-23):  

24.1 extend fit and proper requirements to chief risk officers of licensed insurers;    

24.2 require licensed insurers to obtain the Reserve Bank’s approval prior to 
appointment of directors and relevant officers (chief executive officer, chief 
financial officer, chief risk officer, and appointed actuaries). This will require 
the Reserve Bank to provide notice of its decision within 20 working days of 
receiving all relevant information; and   

24.3 require licensed insurers to notify the Reserve Bank of fit and proper concerns 
in relation to directors or relevant officers. 

Regulatory approvals 

25 I propose to simplify the regulatory approvals process for transactions involving 
insurance businesses and to align more closely with similar regulatory frameworks. 
More specifically, I recommend that IPSA be amended to (refer Appendix, proposals 
24-27): 

25.1  replace the existing separate approval processes for specific types of 
transactions into one set of provisions to apply to all significant transactions; 

25.2 require notification to (rather than approval from) the Reserve Bank by an 
overseas insurer licensed under IPSA when at least 25% of voting rights or the 
ability to appoint 50% of directors is obtained by another person over the 
overseas licensed insurer;   

25.3 lower the current threshold for Reserve Bank approval or notification from 
directly or indirectly obtaining 50% or more of voting rights in a licensed 
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insurer to a threshold of 25% or more of voting rights, or the ability to appoint 
at least 50% of directors; and  

25.4 require approval where a licensed insurer acquires business from a non-
licensed insurer.   

Graduated supervisory powers 

26 I propose to provide the Reserve Bank with a broader set of tools for monitoring the 
financial health of an insurer and to verify insurer compliance with prudential 
obligations. This will better reflect both the Reserve Bank’s current approach to 
supervision of other sectors (e.g. deposit takers) as well as international best practice. 
These are (refer Appendix, proposals 28-34):  

26.1 extending the Reserve Bank’s information-gathering and investigation powers 
to unlicensed insurers to align with the equivalent powers under the DTA.  

26.2 introduce a power for the Reserve Bank to conduct on-site inspections of 
business premises of licensed insurers without notice.  

26.3 enable an investigator to require directors or employees to answer questions 
under oath as part of a formal investigation.  

26.4 introduce a breach reporting regime for licensed insurers to monitor 
compliance with prudential obligations and report material contraventions.  

26.5 introduce an express power to require licensed insurers to publish Reserve 
Bank’s warnings to policyholders.  

26.6 clarify the Reserve Bank’s power to issue a direction to an associated person 
(e.g. a parent entity) of a failed licensed insurer so that a direction can be 
issued to help manage the failed insurer’s situation without the associated 
person itself being in difficulties nor non-compliant.   

Enforcement powers 

27 I propose to introduce additional enforcement powers to provide the Reserve Bank 
with the ability to respond proportionately to varying degrees of non-compliance. 
These powers would be broadly aligned with the new enforcement tools in the DTA 
and would support the Reserve Bank’s ability to take a more risk-based, proportionate 
and transparent approach to enforcement. I recommend that IPSA be amended to 
(refer Appendix, proposals 35-39): 

27.1 introduce a power for the Reserve Bank to issue remediation notices for 
breaches; 

27.2 introduce a power for the Reserve Bank to issue infringement notices for low-
level breaches; 

27.3 introduce a power for the Reserve Bank to accept enforceable undertakings 
from licensed insurers and other persons;  

27.4 introduce civil pecuniary penalties to replace lower tier criminal penalties; and 
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27.5 update the maximum penalties for criminal offences under the IPSA. 

Refined distress management provisions 

28 Distress management is a key component of insurance regulation, alongside 
regulation, supervision and enforcement. IPSA currently provides the Reserve Bank 
with significant powers relating to the recovery and resolution of distressed insurers 
(which largely take the form of direction powers and a statutory management regime 
for distressed insurers – in the discussion that follows, “resolution” means statutory 
management when referring to the resolution regime in IPSA at present).   That said, I 
recommend adjustments be made to IPSA to improve the working of the regime and 
to better align with the distress management provisions in the DTA and the FMI Act 
(refer Appendix, proposals 40-45): 

28.1 adding additional statutory purposes that would apply to the distress 
management of a licensed insurer or an associated person under IPSA. This 
change is designed to clarify the intended outcomes for distress management, 
while aligning with both the DTA and the FMI Act. 

28.2 designating the Reserve Bank as the resolution authority and making a variety 
of consequential changes resulting from this. These changes aim to clarify that 
the Reserve Bank is ultimately accountable for resolution outcomes and to 
provide an enhanced governance regime around the conduct of insurer 
resolution. 

28.3 extending the scope of direction powers to enable the Reserve Bank to direct 
licensed insurers not to renew existing contracts of insurance. This will 
support the soundness of the sector by requiring at-risk insurers to reduce their 
exposure, therefore safeguarding policyholder interests. 

28.4 introducing two provisions to support the ability to resolve a failed insurer. 
Firstly, a provision that prevents the exercise of certain contractual rights 
against the insurer solely on the basis that the insurer has entered resolution or 
been subject to powers in resolution (other grounds for exercising these 
contractual rights would be unaffected). This provision will help ensure that 
critical services to the distressed insurer remain in place, which will help to 
facilitate the resolution process. Secondly, a provision that temporarily stays 
the ability to close out derivatives positions against an insurer in resolution. 
This stay would be consistent with international practice (and similar 
provisions in the DTA and FMI Act) and would help to temporarily avoid 
action that might result in a further deterioration of a distressed insurer’s 
financial position while it is being resolved. 

28.5 broadening the threshold for resolution of a licensed insurer to include 
situations where the failure of a licensed insurer may cause significant damage 
to the availability of insurance or the interests of policyholders in a 
geographical area (e.g. in the event of an earthquake) or to a particular group 
of persons. The market for insurance is relatively fragmented with many 
insurers specialising in specific risks. One of the current grounds for statutory 
management (significant damage to the financial system or broader economy) 
is difficult to meet in some otherwise appropriate circumstances. This change 
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will enable the use of resolution in appropriate circumstances (while ensuring 
that it can still only be used where the situation cannot be adequately 
addressed through other means – e.g. insolvency procedures like liquidation).  

28.6 introduce a Ministerial direction power in relation to any use of public money 
in the event of entity failure, to manage fiscal risk (e.g. where the Minister of 
Finance weights the needs to protect public funds differently than the Reserve 
Bank, once a resolution/statutory management has been initiated).  Public 
money may be made available to support the resolution under the Public 
Finance Act 1989 (the RBNZ does not have access to public money over and 
above for its operating expenses). If the Minister choses to make public money 
available, it is reasonable that the Minister has some controls on its use.  This 
power would align with the scope of the equivalent direction power for the 
Minister in the DTA.  

Minor amendments to improve operation of the Act 

29 I propose other miscellaneous amendments intended to modernise insurance 
regulation and align with similar legislation (refer Appendix, proposals 46-48).  These 
would include requiring the Reserve Bank to consult with the FMA before issuing or 
cancelling a licence and in making decisions for approving transactions under IPSA. 
It is also proposed to align appeal rights under IPSA with the broader appeal rights 
under the DTA, as appropriate for insurance.  

Implementation  

30 I propose releasing an exposure draft of the amendment Bill for public consultation on 
the drafting of the proposals in the first quarter of 2026. I propose to take the finalised 
Bill to Cabinet Legislation Committee (LEG) around May 2026, for introduction in 
mid-2026. If any further substantive policy decisions or changes are needed, I propose 
to report back to this Cabinet committee before seeking LEG approval. I intend for 
the Bill to come into effect in mid-2028. 

31 The Reserve Bank would implement the changes, including preparing the new 
standards, progressing the necessary regulations, publicly issuing a proportionality 
framework and guidance on the revised approach to supervision and enforcement and 
supporting insurers to meet the new requirements. 

Cost-of-living Implications 

32 No significant direct cost-of living implications are expected from the proposals.  

Financial Implications 

33 Any administrative costs for the Reserve Bank are expected to be covered within 
existing baselines.  

Legislative Implications 

34 Subject to Cabinet approval of the recommendations in this paper, the proposals will 
be given effect through an Amendment Bill, which holds a category six priority on the 
2025 Legislation Programme (to be passed by March 2027 if possible). 
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Impact Analysis 

Regulatory Impact Statement 

35 A Regulatory Impact Statement (RIS) has been prepared and is attached. An internal 
panel has reviewed the RIS and assessed that it meets the quality assurance criteria, 
and comment on any issues that have been identified in relation to any of the 
dimensions of quality set out in the quality assurance guidance. 

Climate Implications of Policy Assessment 

36 The Climate Implications of Policy Assessment (CIPA) team has been consulted and 
confirms that the CIPA requirements do not apply to this policy proposal, as the 
threshold for significance is not met. 

Population Implications 

37 The proposals in this paper are not expected to have population implications. 

Human Rights 

38 The proposals in this paper are not expected to have significant human rights 
implications. 

39 The Ministry of Justice will assess the amendment Bill for consistency with the New 
Zealand Bill of Rights Act 1990 (the BORA) and will provide advice to the Attorney-
General. Advice provided to the Attorney-General by MOJ is generally expected to be 
made available on the Ministry of Justice website on introduction of a Bill, at 
Compliance reports | New Zealand Ministry of Justice 

Consultation 

40 The Treasury, MBIE, the FMA, the Ministry for Regulation, the Ministry of Justice, 
DPMC, the Commerce Commission, the Legislative Design and Advisory Committee 
(LDAC) and PCO have been consulted on this paper.  

41 As noted earlier in this paper, significant public consultation has been undertaken 
since 2017 as part of the Review. Further consultation will be undertaken when the 
proposed exposure draft of the amendment bill is publicly released.  

Communications 

42 A press release will be published announcing the decisions in this paper. The Reserve 
Bank will publish the exposure draft on its website, with any supporting documents, 
for consultation. It will also hold a webinar to discuss the proposed amendments.  

Proactive Release 

43 I intend to proactively release this paper in full within 30 business days of decisions 
being confirmed by Cabinet.  
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Recommendations 

44 The Minister for Finance recommends that the Committee: 

1 note that the Reserve Bank has been carrying out a review of the Insurance 
(Prudential Supervision) Act 2010 (IPSA) under Cabinet-approved Terms of 
Reference [CAB-16-MIN-0072 and CAB-23-MIN-0397 refers]. 

2 agree to a target date of 1 July 2028 for the recommendations to commence.  

3 agree that, subject to recommendations below being agreed to, an exposure draft of 
an amendment Bill giving effect to the recommendations is prepared.  

4 agree to delegate to the Minister the ability to approve the exposure draft and its 
public release for consultation when ready.  

Purposes and principles 

5 agree that the following additional principles should be required to be taken into 
account by the Reserve Bank when it performs its powers and exercises its functions 
under IPSA: 

5.1 the desirability of taking a proportionate approach to regulation and 
supervision.   

5.2 maintaining awareness of guidance or standards of international organisations.  

6 agree that the Reserve Bank should be required to prepare and publish a framework 
for taking the proportionality principle referred to in para 5.1 into account when 
developing regulatory standards.  

Adjusting the regulatory scope 

7 agree that all New Zealand-incorporated or formed persons carrying on insurance 
business must be licensed under IPSA, whether they issue insurance contracts to New 
Zealand persons or not.  

8 agree that overseas incorporated captive insurers (i.e. overseas insurers which provide 
insurance cover only to their parent company or sister companies) and overseas 
incorporated reinsurers will cease to be required to be licensed. 

9 agree that for the purposes of IPSA regulations may be made to treat certain types of 
transactions that may not meet the definition of an insurance contract in IPSA as an 
insurance contract subject to appropriate safeguards (requiring persons who issue 
those contracts in New Zealand to be licensed as insurers). 

10 agree that IPSA will provide for the making of a regulation to treat multi-cell captive 
insurers (i.e. an insurer that insures risks of corporate entities and ring-fences the 
assets, liabilities and cash-flows referable to each group of related entities) as captive 
insurers under IPSA. 
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11 agree to empower the Reserve Bank to prohibit overseas incorporated insurers from 
carrying on insurance business in New Zealand as a branch, where they meet a 
specified size and importance threshold specified in secondary legislation, and for 
amendments to be made for any mechanisms to facilitate transfer of New Zealand 
branch policies to locally incorporated insurers. 

12 agree that non-operating holding companies (NOHCs) of insurers that are 
headquartered in New Zealand may be required to be licensed by the Reserve Bank, 
with a commencement date for licensing to be set by Order in Council.  

Solvency 

13 agree to an amendment to IPSA to allow more than one solvency control level.   

14 agree that the Reserve Bank may, in defined circumstances of insurer distress or 
breach of regulatory requirements, restrict the payment by licensed insurers of 
dividends to their shareholders. 

15 agree to introduce a default solvency margin ($0) in IPSA which applies to licensed 
insurers without needing to be included as a condition in an insurer’s licence unless 
otherwise specified in the insurer’s condition of licence. 

Standards 

16 agree that the Reserve Bank may issue additional prudential standards on the 
following matters (noting the standards are a form of secondary legislation and would 
be developed after the amending legislation is enacted and would entail a separate 
consultation process with stakeholders):  

16.1 governance, incorporation structure and ownership of licensed insurers. 

16.2 risk management and business continuity requirements for licensed insurers. 

16.3 the disclosure and publication of information by licensed insurers. 

16.4 licensed insurers’ outsourcing arrangements. 

16.5 licensed insurers’ related party transactions. 

16.6 an appointed actuary’s duties under IPSA and when actuarial advice is 
required for internal decisions. 

16.7 licensed insurers’ distress management preparedness. 

17 agree to a regulation making power to extend the scope of matters on which the 
Reserve Bank can set standards, to align with the DTA.  

18 agree to a requirement for the Reserve Bank to notify the Minister and consult with 
the other members of the Council of Financial Regulators and any other reasonably 
necessary safeguards before a standard may be issued.  
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Fit and proper requirements upon directors and senior officers of insurers 

19 agree to extend the fit and proper requirements to apply to licensed insurers’ chief 
risk officers. 

20 agree that licensed insurers and/or their shareholders will be required to obtain the 
Reserve Bank’s prior approval for the appointment of directors and relevant officers, 
with a requirement for the Reserve Bank to provide notice of its decision within 20 
working days after receiving all reasonably required information.  

21 agree that licensed insurers be required to notify the Reserve Bank if they obtain 
information that could reasonably lead them to form the opinion that a relevant officer 
is not a fit and proper person to hold their position.  

Regulatory approvals 

22 agree that a common process for approval (based on the regulatory approvals 
processes in the DTA and the FMCAB) by the Reserve Bank will apply to the 
following transactions - change in ownership, changes in corporate form, transfers of 
insurance portfolios and amalgamations.  

23 agree to lower the threshold for when approval from the Reserve Bank must be 
obtained for a change of ownership from 50% or more to 25% or more of voting 
rights or ability to appoint 50% or more of directors of a licensed insurer, except as 
specified in paragraph 24.  

24 agree notification to (rather than approval from) the Reserve Bank is required by an 
overseas incorporated licensed insurer when a person acquires 25% or more of the 
voting rights or the ability to appoint 50% or more of directors of the insurer or upon 
the insurer’s amalgamation with another person.  

25 agree that the existing requirement for non-licensed insurers to obtain approval from 
the Reserve Bank on the transfer of their insurance business to another insurer be 
amended to ensure that approval must be obtained where a licensed insurer acquires 
insurance business irrespective of whether the vendor is licensed or not.   

Graduated supervisory powers 

26 agree to extend the Reserve Bank’s information gathering and investigation powers 
under IPSA to align with the corresponding powers under the DTA allowing it to 
investigate persons who are suspected to be carrying on insurance business without a 
licence.  

27 agree that the Reserve Bank may conduct on-site inspections of licensed insurers 
without notice subject to appropriate safeguards consistent with the DTA. 

28 agree that where the Reserve Bank has appointed an investigator to investigate a 
suspected breach of IPSA, the investigator is able to require a director or employee of 
the insurer to answer questions on oath.  
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29 agree that licensed insurers must have systems to monitor ongoing compliance with 
prudential requirements and report suspected material contraventions to the Reserve 
Bank.  

30 agree that the Reserve Bank may require licensed insurers to publish the Reserve 
Bank’s warnings (in response to suspected contraventions of the IPSA).   

31 agree that the Reserve Bank’s existing power to issue a direction to an associated 
person of a failed licensed insurer is clarified so that a direction can be issued to the 
associated person where the licensed insurer has failed or is likely to fail to comply 
with its obligations under IPSA without the associated person itself necessarily having 
failed or be likely to fail to comply with a direction or requirement under IPSA.   

Enforcement powers 

32 agree that the Reserve Bank may issue remediation notices to persons in breach of 
obligations under the IPSA, which would require these persons to take specified 
action to remedy the suspected breaches or to prepare a plan setting out how they 
intend to remedy suspected breaches.  

33 agree that the Reserve Bank may issue infringement notices for low-level breaches of 
prudential obligations.  

34 agree that Reserve Bank may accept voluntary undertakings to undertake remedial 
action and/or pay compensation for non-compliance from licensed insurers and other 
persons, enforceable in Court.  

35 agree to introduce civil pecuniary penalties to allow the Reserve Bank to apply to the 
High Court for a finding of a contravention or involvement in a contravention 
(including of an applicable standard) and a civil pecuniary penalty to replace lower 
tier criminal convictions and fines. Civil pecuniary penalties are expected to be set at 
roughly half that of the DTA.  

36 agree to update the maximum criminal penalties under IPSA to better align with 
penalties for other regulated entities under similar legislation. 

Distress management provisions 

37 agree to include a statutory purpose clause for the distress management provisions in 
IPSA which would align with a similar clause in the DTA.  

38 agree to designate the Reserve Bank the resolution authority for licensed insurers and 
their associated persons. 

39 agree that as a consequence of the Reserve Bank being designated as the resolution 
authority: 

39.1 the Reserve Bank is responsible for how the resolution of a distressed insurer 
is carried out; 

39.2 certain functions and powers in the existing statutory management regime for 
licensed insurers will be vested in the Reserve Bank (e.g. the power to sell or 
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transfer the business of a licensed insurer) and others vested in a resolution 
manager appointed by the Reserve Bank (e.g. the power to carry on the 
business of a licensed insurer); 

39.3 the Reserve Bank is responsible for supervising the resolution manager (if a 
third party has been appointed to the role); and 

39.4 the Reserve Bank may appoint itself as resolution manager.  

40 authorise the Minister to approve any amendments  consistent with recommendations 
38 to 39,Error! Reference source not found. to align the resolution regime for 
licensed insurers with the resolution regime for licensed deposit takers under the 
DTA.  

41 agree that directions by the Reserve Bank to cease entering into contracts of 
insurance may also apply to renewals of existing policies. 

42 agree to include the following additional provisions for resolution of a distressed 
insurer: 

42.1 a provision that certain contractual rights (such as a right to terminate the 
provision of services) cannot be exercised against the insurer solely because it 
has been placed into resolution or been subject to powers under the resolution 
regime; and  

42.2 a provision that a short term “stay” apply to the ability to exercise close-out 
rights under derivatives contracts against the insurer.  

43 agree to amend the threshold that must be met before a licensed insurer is placed into 
resolution to include a ground for where an insurer’s failure may cause significant 
damage to the availability of insurance (either in a particular geographical area or of a 
significant type).  

44 agree that if public money is made available to support the resolution of an insurer, 
the Minister may direct the Reserve Bank on the management of risks to public funds 
in a resolution (with the scope of this power intended to be consistent with the 
equivalent direction power of the Minister under the DTA).  

Other issues 

45 agree that the Reserve Bank must consult with the FMA when making decisions 
under the proposed statutory approval process for significant transactions in 
recommendation 22. 

46 agree that the Reserve Bank must consult with the FMA before issuing or cancelling 
a licence under IPSA. 

47 agree to provide persons the right to appeal to the court against the Reserve Bank’s 
decisions on licensing and fit and proper matters, and otherwise on questions of law, 
consistent with appeal rights set out in the DTA. 



I N  C O N F I D E N C E  

16 
I N  C O N F I D E N C E   

48 authorise the Minister to take further decisions on minor and technical matters that 
are consistent with the recommendations in this paper. 

 

 

Authorised for lodgement 

Hon Nicola Willis 

Minister of Finance  

 
































































