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CANTERBURY EARTHQUAKE – INSURANCE MARKET UPDATE 

Talking Points for Minister of Finance – 28 March 2011 

• AMI have approached the Government for financial support following the recent 
Christchurch earthquakes.  AMI is New Zealand’s second largest residential 
insurer with 450,000 policy holders and 1.2 million policies across the country, 
including 140,000 policy holders in Christchurch (around 35% of the Christchurch 
market). 
 

• There is uncertainty about AMI’s solvency at present given uncertainty over the 
extent of claims resulting from the Christchurch earthquakes.  It currently 
estimates net assets of between $200 million and negative $500 million after 
meeting earthquake claims. It is not possible to determine their likely financial 
position with any greater certainty at the current time. 
 

• The consequences of not providing Government support and having AMI fail are 
expected to be severe and include: 
• long delays in the claims process, holding up the rebuild in Christchurch 

possibly for years;  
• claims only being partially met e.g., something in the order of a 50% payout 

could be possible, preventing rebuilding for those who cannot source 
alternative finance; and 

• many of AMI’s 140,000 policy holders in Christchurch not having insurance 
cover for future risks for an extended period of time (this could be anything 
from several months to over a year). 
 

• Government support has advantages over other intervention options, such as 
placing AMI into statutory management, including: 
• allowing timely processing of claims; 
• preserve AMI’s existing contractual relationships (including, critically, their 

reinsurance arrangements);  
• removing the need for customers to switch insurance providers and minimizing 

the risk of instability in the wider insurance market; 
• allowing the Crown the ability to include direct controls via the support 

arrangements; 
 

•                                                                                
                                                             

 
• The proposed Government support is by way of a $500m equity injection, however 

the actual cash injection is not expected to be required for approximately 2 years. 
 

• Under the terms of the support agreement the Government will gain: 
• The right to immediately appoint a Director and observers (at management 

level) to AMI; 
• A Special Share with the right to dismiss the existing Directors and appoint 

new Directors in the event of a breach of covenants or if the Government is 
require to make any payment to AMI; 

• A range of covenant in relation to minimum service standards e.g. settling 
claims,  to which AMI must adhere; 

• The right to take a majority ownership stake (minimum 75%) in the at any time 
on 30 business days notice. 

[Withheld under s9(2)(d) and s9(2)(f)(iv)]
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Canterbury Earthquake – Insurance Market Update 

Portfolio - Finance 

 

1 It is recommended that Cabinet: 

 1.1. note the briefing from the Minister of Finance on the insurance sector generally 
and the financial position of insurance firms, including AMI Insurance Limited; and  

1.2 authorise the Prime Minister, Minister of Finance and Minister for Canterbury 
Earthquake Recovery to have Power to Act to take decisions regarding: 

1.2.1 whether to provide financial support to AMI Insurance Limited; 

 

1.2.2 the nature, form and details of any such support;  

 

1.2.3 the financial implications for the Crown of such support, including the 
establishment of appropriations and changes to appropriations necessary 
to establish, implement, manage and exit such financial support; and 

 

1.2.4 any related matters. 

 

 


