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The Insurance Groups Directive 
Introduction 

The Insurance Groups Directive (98/78/EC) introduced new arrangements for 
regulating insurance undertakings within a group.  The Directive provides for: 

(i) adjustments to the solvency margin test to eliminate double or multiple 
gearing (i.e. the use of the same capital to support two or more 
insurance businesses through investments in related undertakings); 

(ii) supervision of intra-group transactions; and 

(iii) a parent undertaking solvency calculation. 

The requirements were implemented on 5 February 2004 by the – 

• The Insurance Companies (Parent Undertaking Solvency Margin 
Calculation) Regulations 2004 (Legal Notice No. 15 of 2004) 

• The Insurance Companies (Accounts and Statements) (Amendment No. 2) 
Regulations 2004 (Legal Notice No. 16 of 2004) 

• The Insurance Companies (Valuation of Assets and Liabilities) 
(Amendment No. 2) Regulations 2004 (Legal Notice No. 17 of 2004) 

The Insurance Companies (Parent Undertaking Solvency Margin Calculation) 
Regulations 2004 apply to accounting periods ending after 31 December 2003. 

The  other two sets of Regulations apply from 5 February 2004. 

The Insurance Companies (Valuation of Assets and 
Liabilities) (Amendment) Regulations 2004 

These Regulations deletes the previous regulations 12 (shares in and debts due 
or to become due from dependants) and 13 (Valuation of assets and liabilities 
of dependants for the purposes of regulation 12) and replaces them with the 
following new regulations – 

12 (Shares in a group undertaking) 

13 (Debts due or to become due from a group undertaking) 

A further new regulation 19B (Provision for related undertaking) is inserted. 

Schedule 2 to the Insurance Companies (Valuation of Assets and Liabilities) 
Regulations 1996 which dealt with the Value of Dependants has also been 
deleted whilst Part I of Schedule 1 has had 2 new paragraphs inserted. 

Insurance Guidance Note No. 4 – Valuation of Assets – 
Amendments Required 

We will shortly be arranging to amend the current version of the Valuation of 
Assets Guidance Note. 
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(i) Paragraphs 27 to 31 are to be deleted and replaced with the following – 

 

“27. Guidance on the application of the requirements for the Valuation 
of Shares in and debts due to a Group Undertaking is contained in 
Appendix C”. 

(ii) Appendix C is to be removed and replaced with a new Appendix which is 
attached as Annex A to this Newsletter. 

The Insurance Companies (Accounts and Statements) 
(Amendment) Regulations 2004  

These Regulations insert a new regulation 18A which requires certain 
information to be provided by way of a supplementary note to either Form INS 
20 or INS 40. 

Insurance Guidance Notes No’s 2A, 2B and 2C – Annual 
Reporting 

We will shortly be arranging to amend each of these Guidance Notes.  In the 
meantime, it is useful to indicate the changes that will be necessary. 

Form INS 6 – Long term business liabilities and margins 
A further supplementary note [0603] is required, to read as follows – 

“The amount of each provision made under regulation 19B of the 
Insurance Companies (Valuation of Assets and Liabilities) Regulations 
1996 in respect of a deficit in a related undertaking which is an insurance 
undertaking or insurance holding company and the identity of the 
undertaking should be stated [Code 0603].  Such provisions should be 
included in line 22 of Form INS 6.” 

Form INS 7 – Liabilities (other than long term business) 
A further supplementary note [0704] is required, to read as follows – 

“The amount of each provision made under regulation 19B of the 
Insurance Companies (Valuation of Assets and Liabilities) Regulations 
1996 in respect of a deficit in a related undertaking which is an insurance 
undertaking or insurance holding company and the identity of the 
undertaking should be stated [Code 0704].  Such provisions should be 
included in line 22 of Form INS 7.” 

Form INS 20 – General Business: Technical Account 
A further supplementary note [2007] is required, to read as follows – 

“Details of any material connected-party transaction as required under 
regulation 18A should be stated [Code 2007].” 

Form INS 40 – Long term business: Revenue account 
A further supplementary note [4009] is required, to read as follows – 

“Details of any material connected-party transactions as required under 
regulation 18A should be stated [Code 4009].” 
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Insertion of New Annex 
A further Annex (Intra Group Transactions) needs to be included.  Attached as 
Appendix B to this Newsletter. 

The Insurance Companies (Parent Undertaking Solvency 
Margin Calculation) Regulations 2004 

These Regulations do not apply to companies with a year end of 31 December 
2003.  They do, however, apply to companies whose accounting period ends 
after that date. 

A New Guidance Note No. 13 (Guidance Note on the Insurance Groups Directive 
Parent Undertaking Solvency Margin Calculation) has been prepared to 
summarise the requirement of these Regulations. 
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