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Changes to Insurance Legislation 
Introduction 

The main purpose of this Newsletter is to outline the recent changes which 
have been made to Gibraltar’s insurance legislation.   The changes were 
contained in four main pieces of legislation, as follows: 

Changes to the Insurance Companies Ordinance 1987 
These were introduced by the Insurance Companies (Amendment) Ordinance 
1997 which was passed by the House of Assembly on 14 February 1997 and 
came into effect on 6 March 1997 (Order No. 8 of 1997).   Apart from a number 
of minor drafting provisions, the main purpose of these amendments is  

• to prevent applicants with their head office in Gibraltar from being 
licensed if their share capital is only partly paid.   The effect of this 
provision means also that existing Gibraltar licensed insurers may 
not issue partly paid capital;  

• to enable auditors to bring to the attention of the Commissioner of 
Insurance matters relating to an insurer which are relevant to the 
functions of the Commissioner, without contravening any duty, 
such as confidentiality, to which they may be subject; 

• to enable regulations to be made for equalisation reserves to be 
maintained in respect of certain classes of general business.  

• a requirement for long term assurance companies to ensure that 
transactions affecting the assets of the insurer do not operate 
unfairly between the funds of the insurer. 

The Insurance Companies (Accounts Directive) Regulations 1997 
These regulations were introduced by Legal Notice No. 24 of 1997 and 
implement European legislation relating to the presentation and content of 
insurance companies’ annual accounts.   Insurance companies with a financial 
year ending on or after 6 March 1997 must comply with these regulations and 
prepare their accounts (including, where appropriate, consolidated accounts) in 
accordance with the format set out in the regulations.    

Under section 52 of the Insurance Companies Ordinance 1987, an insurance 
company will be required to deposit with the Insurance Supervisor two copies 
of these audited financial statements together with two copies of the annual 
supervisory returns - required under the Insurance Companies (Accounts and 
Statements) Regulations 1996 - within 6 months of the end of the company’s 
financial year.  One of the copies deposited must be an original signed copy. 

Please note -  the Insurance Supervisor is responsible for ensuring that one of 
the copies of the annual supervisory returns is deposited with the Registrar of 
Companies.   However, the responsibility for depositing with the Registrar of 
Companies the audited financial accounts in the format required by the 
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Accounts Directive regulations rests with the directors of the company (please 
see regulation 12(4)). 

As the main laws under which these accounts are to be presented are governed 
by provisions to the Companies Ordinance rather than the Insurance Companies 
Ordinance, the Commissioner of Insurance does not currently propose to issue 
guidance on this matter.   However, he will reconsider this position, in 
consultation with the Gibraltar Society of Chartered and Certified Accountancy 
bodies if the need for guidance becomes apparent. 

Changes to the Insurance Companies (Solvency Margins and 
Guarantee Funds) Regulations 1996 

Legal Notice No. 28 of 1997 contained drafting changes to clarify the treatment 
of cumulative preference shares in respect of insurance companies’ required 
margins of solvency.   A Guidance Note is under preparation dealing with the 
treatment of preference shares and other types of non - capital or "hybrid 
capital" instruments such as subordinated loan capital and is expected to be 
issued in June. 

Changes to the Insurance Companies (Valuation of Assets and 
Liabilities) Regulations 1996 

These were introduced by Legal Notice No. 29 of 1997 on 20th March, 1997, 
and introduce several changes to the way in which an insurance company must 
value its assets and liabilities.   Many changes were made to the previous 
legislation and it is not feasible to describe them in any detail in the context of 
a Newsletter.  Instead, work is currently in progress to replace Guidance Note 
No. 4, which was issued on 18 December, 1996 in draft to enable companies to 
value their assets and liabilities on the former basis in respect of  their 1996 
financial year ends.   It is hoped that the new Guidance Note No. 4 will be 
available in June.  However, under the transitional arrangements contained in 
regulation 23 of these regulations, insurers may continue valuing their assets 
on the previous basis until 1 September, 1997. 

Guidance on the reporting of derivatives 
Insurance Guidance Note No. 9, dealing with the reporting of the use of 
derivatives will be issued shortly to insurers in order to enable them to comply 
with regulation 24 of the Insurance Companies (Accounts and Statements) 
Regulations 1996, and to complete Form INS 6 in respect of the derivatives 
being held by the insurer.   The guidance contains examples setting out how 
certain derivatives and "packaged products" using derivatives should be 
reported. 

Enquiries about this Newsletter, or any of the regulations and guidance notes 
covered by it, may be addressed to the Insurance Supervisor or Assistant 
Insurance Supervisor (Tel: 40283) 
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