
2 May 2018 

Mr Anthony Honeybone 
Chief Executive Officer 
Southern Response Earthquake Services Ltd 
10 Show Place 
Christchurch   8149 
NEW ZEALAND 

Dear Anthony 

Earthquake Claim Liabilities as at 31 March 2018 

We have been asked by Southern Response Earthquake Services Limited (“SRES”) to make an 

assessment of its insurance liabilities as at 31 March 2018.  SRES is the Crown-owned entity 
which emerged from a transaction whereby, with effect from 5 April 2012, the ongoing business of 
AMI Insurance Limited (“AMI”) was separated from the existing AMI entity and sold to Insurance 
Australia Group. 

The purpose of this letter is to provide an estimate of the earthquake claim liabilities for Southern 
Response Earthquake Services Limited (“SRES”) as at 31 March 2018.  This valuation follows on 
from the update we provided at 31 December 2017 and is based on a roll forward of our detailed 
valuation as at 30 June 2017, with changes to valuation assumptions where emerging experience 
suggests changes are appropriate.  We include commentary on the key changes to the 
assumptions later in the letter.   

This letter does not deal with the other non-earthquake retained events that were retained by 
SRES following the transaction on 5 April 2012. 

Summary of Results 

Table 1 summarises our estimates of SRES’ earthquake liabilities and recommended provision at 
31 March 2018.  The provision includes an estimate of SRES future claims handling expenses 
(CHE) and a risk margin which we believe to be consistent with the requirements to establish 
provisions which incorporate at least a 75% probability of sufficiency.  The line below the table 
indicates our estimate of the total amount which will ultimately be paid once all claims are settled 
(including payments already made but excluding SRES CHE).  This represents our central estimate 
of the ultimate liability.   RELE

ASED U
NDER THE O

FFIC
IA

L I
NFORMATIO

N A
CT 19

82









bi|L:\SRES18\VALUATION\MAR18\LETTER\L_EQ_LIABS_MAR18_FINAL.DOCX 5 

Figure 1 – New Over Cap Reporting 
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The high rate of new Over Cap reporting brought on by the SRES’ detailed review of EQC only 
properties has now dropped off.  There were only 14 new over caps reported in the first two months 
of 2018.  The review brought forward the identification of new over caps that may otherwise have 
taken a lot longer to emerge, and we view our current projection of new over cap numbers to be 
sufficient.   

Average Size 

Gross Size 

There are now over 130 new Over Cap properties that have either had an assessment or cash 
settlement completed.   

Figure 2 below shows the average assessment size by when the claim turned Over Cap.  
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