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Update on Issues Affecting Insurance Companies 
Licensed under the Insurance Companies 
Ordinance  
Introduction 

The purpose of this Newsletter is to provide an update for insurance companies 
licensed under the Insurance Companies Ordinance on various issues which 
affect them and their auditors.  These are as follows: 

The Sterling value of the ECU  
The rate of conversion from the ECU to sterling is an important issue for some 
companies whose solvency margin is the minimum guarantee fund calculated 
by reference to the number of ECUs set out in Schedule 4 of the Insurance 
Companies (Solvency Margins and Guarantee Funds) Regulations 1996.  In 
accordance with Section 4 of the Insurance Companies Ordinance 1987, the rate 
of conversion from ECU to sterling for each year beginning 31st December, for 
the purpose of determining the minimum guarantee fund, is the rate published 
in the Official Journal of the Communities on the last day of the preceding 
October.  On 31st October 1997 the rate published was 68.2455 pence per ECU, 
and this is the rate which will apply from 31st December 1997 until 30th 
December 1998.  It is, therefore, the rate to be applied in calculations of the 
minimum guarantee fund carried out by any insurance company with a 31st 
December 1997 year end.   

Accounts and Statements Regulations  
In July 1997, a consultative document was issued outlining proposals for 
changes to be made to the present format of the Accounts and Statements 
Regulations 1996.  In that document, it was stated that the Commissioner’s 
preferred option was to make the necessary changes as soon as possible so that 
they could come into effect for companies with 31st December 1997 year ends.  
This would have meant that the new Regulations would have applied to the 
Returns which insurers were due to submit by 30th June 1998.   

The responses to the document received from insurers and their auditors were, 
largely, favourable.  Unfortunately, however, it has not been possible to give 
effect to the necessary changes.  The main reason for this is a delay which has 
occurred in relation to the regulations which would require insurers to set up 
equalisation reserves.  A consultative document was also issued on that topic in 
July 1997, but to date no agreement has been reached with the market as to 
the precise arrangements for setting up reserves.  Representatives of the 
insurance market, both insurance companies and insurance company managers, 
are in discussion with the Commission and it is hoped that progress will be 
made on this issue soon.  If it is not possible to agree on the form of the 
reserves regulations by the end of March 1998, it is the Commissioner’s 
intention to ask the Government of Gibraltar to implement the Regulations 
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omitting the references to equalisation reserves.  It is intended that these 
Regulations will apply first to the returns which are due in respect of the year 
ended 31st December 1998.  In the meantime, insurers should continue to use 
the Insurance Companies (Accounts and Statements) Regulations 1996 as the 
basis for making their annual returns to the Commissioner.   

Legislation and Guidance Notes 
You may like to know that copies of the current, updated insurance legislation 
can be downloaded from our Internet site (http://www.gibraltar.gi/fsc). 

Please note also that, to date, 12 Guidance Notes have been issued to the 
market.  A list of these, the date of issue and that of the latest revision, where 
appropriate, is attached as an Appendix to this Newsletter.  No further 
Guidance Notes are anticipated in the near future, although it is possible that 
some of the current Notes will be revised.  Comments on the content, or style, 
of the Notes are always welcome. 

Year 2000 - Implications for Insurer’s Information 
Technology System 

Much has been made in the recent past over the potential problems that the 
Year 2000 will cause to all types of institutions.  The problem is nothing more 
than a shortcoming in the storage of calendar data.  However, this simple 
problem can affect any hardware or software that creates, stores, or uses two 
digit calendar data.  In each case, the misinterpretation of the Year 2000 can 
bring about a variety of errors, from embarrassing calculations to complete 
system crashes.   

No users of IT can afford to ignore this issue. 

Given the potential seriousness of the situation, the Commissioner of Insurance 
expects that insurers understand the nature of the problem and that each 
insurer should take the necessary steps to satisfy themselves that the IT Systems 
they use are “Year 2000 compliant”.   Insurers and Insurance Company 
Managers are requested to inform the Insurance Supervisor by the end of 
March 1998 that the company has evaluated whether or not it has a Year 2000 
problem and, if one has been identified, that action is being taken to eliminate 
it before the beginning of the new Millenium.  If no such evaluation has yet 
taken place, please say when this is proposed.   
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