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It is not our practice to present unrated and/or unregulated insurer to our clients. 

Our aim is always to present markets with a minimum ‘A’ financial rating. 

The only circumstances where this scenario would potentially occur could when: 

1. The risk presented has such major issues and/or other features that is would not have been possible to 
obtain terms from an ‘A’ rated insurer 

2. Our client is not willing (or able) to pay the premium required by an ‘A’ rated insurer and the only 
alternative available is an un-rated and/or unregulated market. 

However, in either of these circumstances it would always be our standard practice to specifically highlight to 
our client the financial standing (or lack of financial standing) for the market in question. 

To put this in context, where we have been very concerned over an insurer’s financial rating in the past, we 
have even required our client to sign a disclaimer confirming that they have instructed us to place their 
insurance covers with the insurer concerned in full knowledge of these issues and that this is against our 
professional advice. 

As an insurance broker, we are not prepared to provide what we consider to be poor professional advice to our 
client’s.  

Have any Unrated and/or Unregulated Insurers actually caused issues for their policyholders? 

Yes, on several occasions an unrated insurer has gone into liquidation leaving many policy holders without 
cover.  

A few examples are Insurers such as Quinn, Lemma, ERIC and Balva, who have either withdrawn from the 
market, had their licences to transact business withdrawn or have gone into administration and/or liquidation.  

Another example is the Gibraltar based motor insurer ‘Service Insurance Company’, who announced that they 
have ceased to enter into new contracts of insurance, as they could not comply with new solvency rules.  

My brokers tell me that my claims would be paid in any case! 

The Financial Services Compensation Scheme (FSCS) is the UK’s compensation fund for customers of financial 

service companies authorised by the Financial Conduct Authority (FCA). If the company cannot pay claims for 

reasons such as liquidation or ceasing to trade, the FSCS will compensate on its behalf. 

This doesn’t necessarily mean you will receive your compensation quickly!  

It could be a lengthy process - the insurer ‘Independent Insurance Company’ entered provisional liquidation in 

June 2001 and still to this day many claims have not yet been paid out.  

Would you want to wait over 10 years for your claim to be paid? 

What about my premium? 

On occasion, companies have had no option but to immediately place their insurance covers with another 
insurer, even though their current cover is not yet due for renewal. Many of these companies have never 
recovered the additional premiums they paid. 
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That’s all in the past – surely it couldn’t still happen? 

In July this year, Gable Insurance (an un-rated insurer based from Liechtenstein) closed it books to new 
business. 

The insurance press stated: 

Liechtenstein-based commercial insurer Gable Holdings has ceased writing new business as it looks to 
implement a rescue plan to shore up its capital position. 

The group said today it was working on a restructure that could see it transfer as much as its entire back book to 
third-party carriers to alleviate a capital shortfall of more than £100m ($132.9m). 

The company is aiming to retain sufficient capital to operate as a “niche” insurer on a “significantly smaller 
scale”. 

The details of the restructuring plan come as the group announced a pre-tax loss of £24.3m in 2015. 

That’s in Liechtenstein – Gibraltar wouldn’t let that happen! 

The following are press excerpts that you need to read, if you are placed with a Gibraltar based insurer: 

An article written on the 5th September 2016: 

Did the Gibraltar regulator miss the warning signs? 

 

The Gibraltar Financial Services Commission has once again fallen under scrutiny after Enterprise Insurance 
became the third major insurer to collapse in the tax haven in recent years.  

An article written on the 28th July 2016 

Enterprise liquidator tells policyholders to seek new cover due to claims uncertainty 

 

The provisional liquidator of Gibraltar-based Enterprise Insurance Company has warned that it is uncertain the 
business has enough assets to pay claims.  
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The following is an article written on the 7th August 2016 – taken from the Irish Sunday Business Post 
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Are there any problems going forward? 

The United Kingdom is aware of the reasons why firms choose to base themselves outside of this country and 
will apply any pressure possible to deal with these issues. (Clearly other countries are also concerned, as can be 
seen from the previous newspaper article from Eire.) 

However, any measures imposed could clearly have a detrimental effect on the end customers who insure with 
these companies, if the measures mean that the companies have to cease trading due to their imposition. 

In addition, will Brexit not affect these insurers, if the UK leaves the EU? 

An article written on the 12th September 2016 could highlight such an issue: 

Gibraltar insurers optimistic despite plan to close VAT loophole 

 

A value-added-tax loophole that has been available for Gibraltar-based insurers doing business in the UK will be 
closed from next month.  

HM Revenue and Customs will step in to ensure "fair competition" between Gibraltar and UK insurers from 1 
October, over VAT incurred on repairs. 

This will have a direct correlation to increased claims costs for these insurers, which will clearly impact on 
their bottomline. 

An article from the 26th July 2016 

Elite to set up office in Luxembourg to counter Brexit fears 

 

Gibraltar-based Elite Insurance said it will set up a new regulated insurance company in Luxembourg to ensure 
that it would not miss out on passporting rights following Brexit.  

In the case of a divorce from the EU, Gibraltar could potentially lose passporting rights to EU 
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Summary: 

From the above, we feel it is completely reasonable to summarise the facts as: 

 It is not uncommon for unrated and/or unregulated insurers to go into liquidation 

 Should this happen, you may well be forced to replace cover and pay your premium for a second time, 
with no opportunity to recover your costs 

 The insurer concerned may not have the capital to pay your claims in these circumstances and even if 
there is recourse to the Financial Services Compensation Scheme, it has been evidenced that this still does 
not mean that your will recover your costs in any reasonable timeframe 

 It is possible that you could be left with no cover for historic claims made against you for this period of 
insurance, which you are not made aware of under a later date.   

 It cannot be best advice for any insurance broker to recommend that you insure with any unrated and/or 
unregulated insurer 

 Any client who is made aware of these facts and still chooses to insure with an unrated and/or 
unregulated insurer, has to accept there is a degree of risk in any such decision  

 


