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Insurance (Prudential Supervision)
Regulations 2010

Anand Satyanand, Governor-General

Order in Council

At Wellington this 13th day of December 2010

Present:
His Excellency the Governor-General in Council

Pursuant to sections 237 and 238 of the Insurance (Prudential Super-
vision) Act 2010, His Excellency the Governor-General, acting on
the advice and with the consent of the Executive Council, and on the
advice of the Minister of Finance given in accordance with a recom-
mendation of the Reserve Bank of NewZealand, makes the following
regulations.
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Regulations
1 Title

These regulations are the Insurance (Prudential Supervision)
Regulations 2010.

2 Commencement
(1) Regulations 7 and 8 come into force on 7 March 2012.
(2) The rest of these regulations come into force on 1 February

2011.

3 Interpretation
In these regulations, unless the context otherwise requires,—
Act means the Insurance (Prudential Supervision) Act 2010
exempt company has the same meaning as in section 2(1) of
the Financial Reporting Act 1993
generally accepted accounting practice has the same mean-
ing as in section 3 of the Financial Reporting Act 1993
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qualified auditor means,—
(a) if the insurer is a company, other than an overseas com-

pany, an auditor appointed in accordance with the Com-
panies Act 1993; or

(b) if the insurer is an overseas company, a person who is
qualified for appointment as auditor in accordance with
section 199 of the Companies Act 1993; or

(c) if the insurer is incorporated or registered under any
other Act that provides for the appointment of an audi-
tor, an auditor appointed under that Act; or

(d) if the insurer is not incorporated or registered under an
Act that provides for the appointment of an auditor, an
auditor appointed in accordance with the provisions of
the Companies Act 1993, which, for that purpose, apply
with all necessary modifications; or

(e) if the insurer is a public entity under the Public Audit
Act 2001, the Auditor-General

reporting entity has the same meaning as in section 2(1) of
the Financial Reporting Act 1993
specified person has the same meaning as in section 238(4) of
the Act
statement of financial performance includes, in the case of a
friendly society, an income and expenditure account or state-
ment.

4 Status of examples
(1) An example used in these regulations is only illustrative of the

provisions to which it relates. It does not limit those provi-
sions.

(2) If an example and a provision to which it relates are inconsist-
ent, the provision prevails.

Prescribed jurisdictions
5 Prescribed jurisdictions for purposes of certain provisions

The following are prescribed jurisdictions for the purposes of
sections 19(4), 38(3), and 119(3) of the Act:
(a) the Commonwealth of Australia:
(b) the United Kingdom.
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Fit and proper policy requirement
6 Fit and proper policies must require reassessments every

3 years
For the purposes of section 34(4)(a) of the Act, the fit and
proper policy of an insurermust require fit and proper reassess-
ments of each director or relevant officer of the insurer to be
conducted at least once in every 3-year period to ensure that
the person who holds the position remains a fit and proper per-
son.

Overseas policyholder preferences
7 Financial strength rating must refer to overseas

policyholder preference
(1) For the purposes of section 61 of the Act, if an overseas pol-

icyholder preference may apply in respect of a licensed insurer
that is an overseas insurer, the text or commentary of the fi-
nancial strength rating of the insurer must contain a statement
prepared by the approved rating agency that gave the rating to
the effect that—
(a) an overseas policyholder preference (as defined in sec-

tion 6(1) of the Insurance (Prudential Supervision) Act
2010) may apply in respect of the insurer; and

(b) the preference has, or may have, the effect, directly or
indirectly, of—
(i) giving a material preference to policyholders in

a jurisdiction specified in the statement as com-
pared to other policyholders; or

(ii) otherwise being materially disadvantageous to
New Zealand policyholders as compared to pol-
icyholders in a jurisdiction specified in the state-
ment.

(2) The jurisdiction that is to be specified in the statement under
subclause (1)(b) is the licensed insurer’s home jurisdiction.

(3) The statement is not required to contain the information re-
ferred to in subclause (1)(b)(i) or (ii) if that information is in-
applicable.
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8 Disclosure of overseas policyholder preference by
overseas insurer

(1) This regulation applies, for the purposes of section 72 of the
Act, if an overseas policyholder preference may apply in re-
spect of a licensed insurer that is an overseas insurer.

(2) The licensed insurer must disclose the nature and the extent
of the overseas policyholder preference in the manner speci-
fied in subclause (3) when the insurer discloses its financial
strength rating under any of sections 64 and 67 to 69 of the
Act.

(3) The nature and the extent of the overseas policyholder prefer-
ence must be disclosed by way of a clear and prominent state-
ment that—
(a) is prepared by the licensed insurer and approved by the

Bank; and
(b) appears with, or immediately after, any text that dis-

closes the financial strength rating (but in a manner that
still allows that rating to be disclosed clearly and promi-
nently); and

(c) identifies the existence of the overseas policyholder
preference and the insurer’s home jurisdiction; and

(d) describes how the overseas policyholder preference
may have the effect referred to in paragraph (b) of
the definition of that term in section 6(1) of the Act
(and, in particular, a description of the extent of any
material disadvantage to New Zealand policyholders
as compared to policyholders in the insurer’s home
jurisdiction).

(4) The statement referred to in subclause (3) may be varied with
the Bank’s approval.

(5) The Bank must not give its approval under subclause (3)(a)
or (4) in respect of a statement prepared by a licensed insurer
unless it is satisfied that—
(a) the requirements in subclause (3)(c) and (d) are satis-

fied; and
(b) the statement is not likely to deceive or mislead a rea-

sonable person.
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Exemptions for small insurers
9 Exemptions relating to licence requirements
(1) For the purposes of section 238 of the Act, a specified person

that has an annual gross premium income (as determined in the
manner specified in subclause (2)) that is less than $1.5 million
is exempted from compliance with the following provisions of
the Act:
(a) section 19(1)(d) (licence requirement relating to statu-

tory funds):
(b) section 19(1)(f) (licence requirement relating to min-

imum amount of capital).
(2) The annual gross premium income of an insurer is,—

(a) in the case of subclause (1)(a), its gross premium in-
come derived from life policies for the immediately pre-
ceding accounting period as specified in the insurer’s
statement of financial performance (before the deduc-
tion of any reinsurance premiums):

(b) in the case of subclause (1)(b), its gross premium in-
come for the immediately preceding accounting period
as specified in the insurer’s statement of financial per-
formance (before the deduction of any reinsurance pre-
miums).

(3) In this regulation and regulation 10, immediately preceding
accounting periodmeans the accounting period that immedi-
ately precedes the accounting period in which the licence will
be issued to the insurer under Part 2 of the Act.

(4) This regulation is subject to regulation 10.

Example
ABC Limited was carrying on insurance business in New Zealand
immediately before the commencement of section 238 of the Act
(on 8 September 2010). Accordingly, it is a specified person
under section 238(4) (friendly societiesmay also be specified per-
sons).
ABC Limited applies for a licence under Part 2 of the Act. The
Bank is considering granting a licence during ABC Limited’s
2011/2012 accounting period.
ABC Limited’s gross premium income in its 2010/2011 account-
ing period is $1 million (as stated in its statement of financial per-
formance).
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Example—continued

ABC Limited has an exemption from the relevant licence require-
ments (subject to regulation 10).

10 Conditions of exemptions relating to licence requirements
The exemptions under regulation 9 are subject to the condi-
tions that—
(a) the statement of financial performance used to deter-

mine the annual gross premium income of the insurer
under regulation 9(2) (for the immediately preceding
accounting period),—
(i) in the case of a reporting entity, is prepared in

accordance with generally accepted accounting
practice; or

(ii) in the case of an exempt company, is prepared
in accordance with section 12 of the Financial
Reporting Act 1993; or

(iii) in any other case, gives a true and fair view of the
matters to which it relates and complies with any
other financial reporting requirements to which
the insurer is subject; and

(b) that statement of financial performance is audited, or
otherwise reviewed to the Bank’s satisfaction, by a qual-
ified auditor; and

(c) before the licence is issued under Part 2 of the Act, the
insurer must provide to the Bank—
(i) a notice that the insurer intends to rely on either

or both of the exemptions under regulation 9; and
(ii) a copy of that statement of financial performance

together with the qualified auditor’s report on that
statement.

11 Exemptions relating to ongoing requirements
(1) For the purposes of section 238 of the Act, a specified per-

son that has an annual gross premium income in relation to
an accounting period (as determined in the manner specified
in subclause (2)) that is less than $1.5 million is exempted for
that accounting period—
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(a) from compliance with the following provisions of the
Act:
(i) section 60 (financial strength ratings):
(ii) section 81 (financial statements to be given to the

Bank):
(iii) subpart 3 of Part 2 (statutory funds):

(b) from being an issuer for the purposes of the Financial
Reporting Act 1993 by virtue of section 4(1)(da) of that
Act.

(2) The annual gross premium income of an insurer in relation to
an accounting period (the relevant period) is,—
(a) in the case of subclause (1)(a)(iii), its gross premium

income derived from life policies for the immediately
preceding accounting period as specified in the insurer’s
statement of financial performance (before the deduc-
tion of any reinsurance premiums):

(b) in any other case, its gross premium income for the im-
mediately preceding accounting period as specified in
the insurer’s statement of financial performance (before
the deduction of any reinsurance premiums).

(3) In this regulation and regulation 12, immediately preceding
accounting period means, in relation to a relevant period,
the accounting period that immediately precedes the relevant
period.

Example
ABC Limited was carrying on insurance business in New Zealand
immediately before the commencement of section 238 of the Act
(on 8 September 2010). Accordingly, it is a specified person
under section 238(4) (friendly societiesmay also be specified per-
sons).
ABC Limited’s gross premium income in its 2010/2011 account-
ing period is $1 million (as stated in its statement of financial per-
formance).
ABC Limited has an exemption in respect of the 2011/2012 ac-
counting period (subject to regulations 12 and 13).
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12 Conditions of ongoing exemptions
The exemptions under regulation 11 in respect of an account-
ing period (the relevant period) are subject to the conditions
that—
(a) the statement of financial performance used to deter-

mine the annual gross premium income of the insurer
under regulation 11(2) (for the immediately preceding
accounting period),—
(i) in the case of a reporting entity, is prepared in

accordance with generally accepted accounting
practice; or

(ii) in the case of an exempt company, is prepared
in accordance with section 12 of the Financial
Reporting Act 1993; or

(iii) in any other case, gives a true and fair view of the
matters to which it relates and complies with any
other financial reporting requirements to which
the insurer is subject; and

(b) that statement of financial performance is audited, or
otherwise reviewed to the Bank’s satisfaction, by a qual-
ified auditor; and

(c) the insurer must provide to the Bank a copy of that state-
ment of financial performance, together with the quali-
fied auditor’s report on that statement, within 20 work-
ing days after the statement is required, under the Fi-
nancial Reporting Act 1993 or any other applicable en-
actment, to be signed or otherwise completed; and

(d) within 20 working days of the start of the relevant
period, the insurer must provide to the Bank a notice
that the insurer intends to rely on 1 or more of the
exemptions in regulation 11 in respect of the relevant
period; and

(e) the notice under paragraph (d) specifies, to the best of
the insurer’s knowledge,—
(i) in the case of regulation 11(1)(a)(iii), the in-

surer’s gross premium income derived from
life policies for the immediately preceding ac-
counting period (before the deduction of any
reinsurance premiums):
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(ii) in any other case, the insurer’s gross premium in-
come for the immediately preceding accounting
period (before the deduction of any reinsurance
premiums).

13 Exemption ceases to apply after $1.5 million limit is
exceeded

(1) An exemption under regulation 11 does not apply to an insurer
in respect of an accounting period (the relevant period) if,—
(a) in the case of regulation 11(1)(a)(iii), the insurer’s gross

premium income derived from life policies (before the
deduction of any reinsurance premiums) for any pre-
ceding period as specified in any previous statement of
financial performance of the insurer exceeded $1.5 mil-
lion:

(b) in any other case, the insurer’s gross premium income
(before the deduction of any reinsurance premiums)
for any preceding period as specified in any preced-
ing statement of financial performance of the insurer
exceeded $1.5 million.

(2) In this regulation, preceding period means, in relation to a
relevant period, any accounting period that precedes the rele-
vant period (whether immediately preceding it or not), being
an accounting period that commences after the licence is is-
sued under Part 2 of the Act.

Example
ABC Limited’s gross premium income in its 2013/2014 account-
ing period has increased to $1.6 million.
ABC Limited will not be entitled to an exemption in respect of
the 2014/2015 accounting period or any subsequent accounting
period (even if its gross premium income falls below $1.5 million
in a future accounting period).

Rebecca Kitteridge,
Clerk of the Executive Council.
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Explanatory note
This note is not part of the regulations, but is intended to indicate
their general effect.
These regulations prescribe various matters for the purposes of the
Insurance (Prudential Supervision) Act 2010 (the Act). The regula-
tions (apart from regulations 7 and 8) come into force on 1 February
2011. Regulations 7 and 8 come into force on 7 March 2012.
Regulation 5 prescribes the Commonwealth of Australia and the
United Kingdom as prescribed jurisdictions for the purposes of
sections 19(4), 38(3), and 119(3) of the Act. This means that certain
requirements are treated as being satisfied in relation to insurers that
are incorporated in those jurisdictions. These requirements relate
to—
• the granting of a licence to an overseas insurer (section 19(4)):
• the granting of an exemption to an overseas insurer from the

requirement to provide a fit and proper certificate for its dir-
ectors (section 38(3)):

• the granting of an exemption to an overseas insurer from the
statutory fund requirements (section 119(3)).

Regulation 6 requires an insurer’s fit and proper policy to provide for
fit and proper reassessments (for its directors and relevant officers)
at least once every 3 years.
Regulations 7 and 8 prescribe certain matters relating to the disclos-
ure of an overseas policyholder preference of an overseas insurer. An
overseas policyholder preference is a law or regulatory requirement
of the overseas insurer’s home jurisdiction that—
• relates to the recognition and priorities of claims of creditors

in the event of the insurer’s insolvency; and
• has the effect of giving a material preference to policyholders

in the insurer’s home jurisdiction as compared to other policy-
holders or otherwise being materially disadvantageous to New
Zealand policyholders as compared to policyholders in the in-
surer’s home jurisdiction.

Regulations 9 to 13 provide, for the purposes of section 238 of the
Act, for exemptions for insurers that have an annual gross premium
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income of less than $1.5 million. The exemptions are from the fol-
lowing requirements:
• requirements for obtaining a licence in connection with statu-

tory funds and the applicant’s ability to maintain a minimum
amount of capital (section 19(1)(d) or (f)):

• the requirement to have a current financial strength rating (sec-
tion 60):

• certain requirements relating to financial statements (section
81) and being treated as an issuer under section 4(1)(da) of the
Financial Reporting Act 1993:

• the statutory fund requirements (subpart 3 of Part 2).

Issued under the authority of the Acts and Regulations Publication Act 1989.
Date of notification in Gazette: 16 December 2010.
These regulations are administered by the Reserve Bank of New Zealand.
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Wellington, New Zealand:
Published under the authority of the New Zealand Government—2010
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