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Insurance Guidance Notes 
Introduction 

New legislation, which came into force at the beginning of July, implemented 
the requirements of the third insurance directives, and introduced sweeping 
changes to the way insurance business is carried on and supervised in Gibraltar.    
These changes have been effected by amendments to the main Ordinance, the 
Insurance Companies Ordinance 1987, and by introducing new requirements in 
the form of several detailed Regulations.    The legislation now sets out in 
detail, for the first time, the way companies must value their assets and 
liabilities, report to the Commissioner of Insurance on various matters, 
including details of persons who exercise control over, and manage, insurance 
companies, and the form in which annual returns must be made. 

These new legislative requirements are voluminous, spread over several 
regulations, and represent a fundamental departure from previous practice.  
The Financial Services Commission has decided, therefore, that guidance should 
be issued to insurance companies and their advisers setting out the way the 
Commission itself interprets the legislation and its preferred approach to the 
way certain information should be presented.   As ever, whilst the guidance 
notes are accurate as far as the Commission knows, they cannot have the force 
of law. 

Guidance issued on 18 December 1996 
The first batch of guidance notes has been issued on 18 December, covering the 
following issues: 

• Insurance Guidance Note No.1 -  Guidance notes for Applicants to carry 
on Insurance business in Gibraltar.    These notes are intended to assist 
applicants who are considering making an application to carry on 
insurance business in Gibraltar.   They set out the Commissioner’s 
preferred method of proceeding via draft applications;  the points to be 
addressed by companies when submitting their formal applications; and 
the Commissioner’s interpretation of the legislative requirements which 
must be met. 

• Insurance Guidance Note No. 2 -  Guidance Notes on the Preparation of 
Annual Returns.   These notes are intended to assist insurance companies 
and their advisers in the preparation of the annual accounts and 
statements which, in respect of any financial year ending on or after 1 
July 1996, must be made to the Commissioner of Insurance, and attempt 
to clarify points which may not be apparent from the relevant legislation. 

• Insurance Guidance Note No. 3 -  Changes of Notifiable Persons.   These 
notes are intended to explain the recent changes in the way persons (for 
example, controllers, shareholders, directors, managers and main agents 
of insurance companies) must be notified to the Commissioner of 
Insurance; and the preferred procedures to be followed. 
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• Insurance Guidance Note No. 4 - Valuation of Assets.   These notes have 
been prepared to assist insurance companies, their auditors and others 
who may be concerned in the application of the legislation relevant to 
the valuation of assets of insurance companies for the purposes of 
demonstrating coverage of the technical reserve and the solvency 
margin.  For the present, these notes are being issued in draft form.   This 
is mainly because, whilst the notes are accurate, as far as the 
Commissioner knows, and will enable insurance companies to value their 
assets and liabilities for the financial year ending in 1996, the Regulations 
themselves will be amended early in 1997.   The final guidance notes will 
reflect these relatively minor changes. 

Future guidance 
The above notes should be sufficient to guide insurance companies in carrying 
out the necessary functions required of them in respect of financial years 
ending in 1996.   However, the legislation which came into effect on 1 July 1996 
introduced a number of other requirements with which the Commissioner will 
expect them to comply in the year beginning 1 January 1997. Consequently, it is 
proposed that a number of other guidance notes will be issued early in 1997 to 
assist companies in interpreting what the  legislation  requires of them.   These 
further notes, which are already under preparation, will include guidance on 
systems of control over investments and general business claims provisions, 
disclosure of information in respect of life assurance and non - life assurance 
contracts, the use and reporting of derivatives in insurance funds, the issue of 
subordinated loan capital and linked insurance contracts.   Guidance on other 
matters will be issued as appropriate. 

Copies of the guidance notes 
Further copies of the guidance notes issued on 18 December can be obtained 
from the Financial Services Commission by telephoning (350) 40283. 
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