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Executive summary 

1. Western Pacific Insurance Limited (WPI) is a small  Queenstown-based insurer who appointed a 
voluntary liquidator on 4 April  2011. Off icials previously advised that while the failure of WPI 
would have significant implications for the 180 firms and households with outstanding claims, 
off icials did not recommend providing WPI with support to maintain it as a going concern because: 

 
• Its impact on the overall  recovery in Christchurch is likely to be small;  

 
• It is expected to have a very limited impact on insurance markets more generally due to its 

size; 
 

• It is not a well -capitalised insurer; 
 

• Off icials’  assessment is that WPI does not have a sound business model and there are not 
reasonable prospects for the business to continue as an unsupported going concern in future; 
 

• In these circumstances, support would send a poor signal about the Government’s 
willi ngness to support weak insurance companies; 
 

• Moreover, given the points above, it is unlikely to be legally possible for the Reserve Bank 
to grant WPI a li cence; and  
 

• Given WPI will  not be li censed, its deposit with the Public Trust will  be available for 
policyholders given its voluntary liquidation. 

 
2. The Companies Off ice have been in discussions with WPI. Following these discussions WPI’ s 

corporate adviser have informed off icials that the company has gone into voluntary liquidation and 
has appointed Grant Thornton as liquidator. This appointment has been agreed by the Companies 
Off ice.  

 
                                                                                                      

                                                                                                
                                                                                      
                                                                                                     
                     

 
                                                                            
 
                                                                                        

        
 

                                                                                                        
                        

 
                                                                                                

                                                                                                   
                        

 
  

[Withheld under s9(2)(f)(iv)]



 

Ref #4358975 v1.1   

Communications 

6.                                                                                                   
                                                                                As WPI has 
failed off icials recommend that if this is raised with the Government the following communications 
messages are used: 

 
• WPI policyholders should refer to WPI’ s liquidator for information about the implications of 

the company’s liquidation of their policies or claims. 
 

• It is not the Government’s role to intervene in normal commercial processes, including a 
business failure, unless there is a very compelli ng reason to do so (such as in the AMI case). 
There was no compelli ng case to provide taxpayer support to WPI. 
 

• WPI has a relatively small  number of Christchurch based policyholders. This commercial 
failure will  have only a limited impact on the Christchurch rebuild.  

 
Background  

7. This advice note follows up a joint RBNZ / Treasury Report T2011/662 dated 31 March 2011 in 
which the background to WPI’ s situation was outlined. 

 
8. While it is an objective of the government to ensure that the rebuild of Christchurch following the 

February earthquake is not jeopardised by solvency problems experienced by insurers, this must be 
balanced against the government’s policy imperative to, where possible, have market discipline and 
commercial solutions drive the outcome for insurers facing any sort of financial distress. 

 
9. WPI is an undercapitali sed insurer which has gone into voluntary liquidation, and whose business 

model does not lead to off icials recommending WPI being maintained as a going concern.           
                                                                                               
                                      

 
10. WPI’ s liquidator Grant Thornton announced on Monday, 4 April  2011 that there were 78 claims in 

relation to the first Christchurch earthquake and 77 in relation to the second. 
 
11. WPI is unable to meet its reinsurance premium of around $6 milli on. The reinsurance contracts 

allow for set-off  of obligations under the contracts, but this set-off  is at the discretion of the 
reinsurers.  

 
12. There is a risk that the reinsurance contract may be cancelled due to non-payment of the premium 

by WPI. The right of cancellation requires 15 days notice.  
 
13. Off icials have done further work calculating the li kely claims WPI will  receive for the second 

Christchurch earthquake and expectations are that WPI is li kely to breach its reinsurance cover by a 
substantial amount, which means that the company’s shortfall  is not just in reinsurance recoveries 
but also in amounts above the reinsurance ceili ng.  
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Recommendation 

27. Note that on Monday, 4 April  2011 WPI was placed into voluntary liquidation.  
 
28. Note that off icials expect claims to exceed WPI’ s reinsurance cover. 
 
29. Note that on the assumption that the 2011 reinsurance contracts are valid and effective the 

reinsurance recoveries would be available upon WPI’ s liquidation. 
 
30.                                                                                               

                                                                                               
                                                                                                   
                                                                             

 
31.                                                                                               

                                                                                             
                                                                                                

 
32. Note that the liquidator may have other options for arrangements made with creditors, or for 

agreeing with the reinsurers that the amounts owed by WPI be set-off  against the reinsurance 
recoveries paid by the reinsurers. 

 
33.                                                                                          
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34.                                                                                                   
                                                                                            
              

 
35.                                                                                              

                                                                                            
 
36. Note officials continue to monitor the situation of policyholders with outstanding claims, 

particularly those in Christchurch. 
 
 
 
 
 
 
 

Dr Brian McCulloch     Toby Fiennes 
Director      Head of Prudential Supervision 
for Secretary to the Treasury    Reserve Bank of New Zealand 
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