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Regulatory Update: Joe Perdoni and Monika Sookhee  

Joe Perdoni: Thank you Deloitte for giving us the opportunity to present, it’s great to see such a turn 

out this morning. 

In this update we will be looking at areas of current regulatory focus such as preliminary findings from 

Governance; Actuarial Function holder and Internal Audit function holder reviews; feedback on the 

review of latest set of ORSAs and then Monika will provide an update on Quality Assurance, 

Authorisations and some points on the Legislative Reform Programme (LRP). We will then finish up 

with what you can expect over the next 12 months. 

We are approaching the real crunch time, there will be lots of challenges ahead and none of us are 

really sure how things are going to turn out, with some things that may go in our favour and some that 

may not. Some will win, some will lose and you can almost feel the tension in the air, particularly given 

the developments in recent days. 

As you will all have guessed by now I’m talking about the Rugby World Cup in Japan and that my 

allegiances lie rightly or wrongly, with the Italian Rugby Team. Whilst we have started well defeating 

that renowned rugby nation Namibia,  I don’t fancy our chances making it all the way, but then there 

a lots of unexpected things that have happened of late so you never know. 

Our key market is the UK, continued access to the UK is crucial and it is therefore important for 

Gibraltar to ensure that that it can demonstrate and maintain going forward, regulatory alignment 

with the UK. This does not mean the wholesale adoption of the UK Rulebook, far from it, but it does 

mean ensuring that our regulatory outcomes are aligned.   

We have spent the last five years developing and growing our relationships with the PRA (The 

Prudential Regulation Authority), FCA (Financial Conduct Authority), as well as The Pension Regulator 

and the FSCS (Financial Services Compensation Scheme). They are comfortable with the work that we 

are doing and the standards that we are applying and we want to ensure that this remains the case 

going forward - we will continue to focus resources in this area.  

I don’t think anybody here in this room knows what the eventual outcome of Brexit will be as this 

seems to be changing on a weekly and sometimes daily basis.  Whatever the outcome, we need to be 

sure we are sufficiently prepared.  We have worked with firms on their contingency plans to deal with 

Brexit and we have a temporary permissions regime in place similar to that of the UK. I’m sure we will 

all be watching the developments over the next month with bated breath. 



Deloitte Insurance Seminar                                                                                26 September 2019 

2 

 

EIOPA (European Insurance and Occupational Pensions Authority) for their part have stated that they 

will be reviewing SII (Solvency II) in 2020 and we will be monitoring developments in this area closely, 

whilst maintaining regulatory alignment with the UK.   

It will be interesting to see the route the UK takes in terms of Brexit, whether they will continue to 

align themselves with any SII changes made by EIOPA or start to diverge away from Europe. 

With the potential of Brexit, we are also spending more time developing our relationship and influence 

within the international arena through the IAIS (The International Association of Insurance 

Supervisors.   

The IAIS have produced ICPs (Insurance Core Principles) and these apply internationally across the IAIS 

membership. The IAIS are now moving away from issuing new ICPs to ICP implementation assessments 

across its membership. This is important because ICPs are the standards that all insurance regulators 

are judged against so compliance with these is a good news story for any jurisdiction. We participate 

in the ICP Implementation and Assessment Committee and monitor developments closely. 

These areas, from Brexit to IAIS, may require change and we will work with industry to deliver the best 

outcomes for our insurance sector. 

Turning to some of our regulatory focus areas such as SCR (Solvency Capital Requirements) breaches, 

we expect firms to adopt more forward looking approaches to their SCR coverage.  

So what does this mean? We don’t expect SCR breaches to come as a surprise to us, and more 

importantly to the firm.  We expect firms to be aware of their financial position and condition well 

before a breach occurs, and to manage capital before it gets near to breaching its risk appetite level.   

Firms should have a clear idea of their remediation plan and actions that need to be taken within a 

short timeframe. The size of the breach is important and relative to the time for remediation because 

the larger the breach the shorter the timeframe (as per SII SCR/Minimum Capital Requirement (MCR)).   

Our aim is to reduce the number of reported SCR breaches and it is worth remembering as set out in 

our insurance regulatory approach document, for all firms to have a buffer above SCR in line with their 

risk appetite. 

Turning to run-off costs, our aim is to ensure that if a firm stops writing new business, it can be orderly 

wound down without adversely affecting policyholders. This reduces the impact of reputational 

damage to the jurisdiction as a whole. 



Deloitte Insurance Seminar                                                                                26 September 2019 

3 

 

We therefore want to have a clear picture of the run-off costs of the firm and should the firm have to 

stop writing, how this compares to the level of own funds/SCR coverage. We have developed a 

template to assist with this assessment and a number of firms will have already received this template 

for completion.  

We remain interested in Group Supervision/Connected parties and want to ensure that groups are 

appropriately categorised, conflicts are sufficiently and appropriately addressed, there is proper 

transfer pricing, and that transactions with connected parties are for the benefit of the insurer and 

not just the group.   

As you would expect, business plans remain an area of regulatory focus as they help us to understand 

businesses better.  However we want to see realistic, prudent, accurate plans that withstand robust 

scrutiny.  We still see examples of optimistic unachievable business plans and we want to ensure that 

the business model is sustainable and reflects historical performance and reality. 

We have spent some time this year conducting some thematic work on governance and IA AFH 

(Internal Audit Actuarial Function Holder) function holder reviews.   

Overall we thought that the submissions we received were well thought out with some identifying 

well balanced boards, with a mix of experience and complimentary skill sets.  It was good to see in 

some responses that firms had self-identified some improvements and were already in the process of 

addressing these.  

We did however find areas for suggested improvement such as instances where there is only one 

independent voice at the board.  In addition, good corporate governance would typically see the 

CEO/MD not also acting as Chair of the board.   

In terms of internal audit and Actuarial Function Holder (AFH) reviews, we saw improvements in the 

quality of the AFHs reports and it was good to see interactions between the AFH and Audit committee 

and other function holders. 

We did however find that internal audit plans did not cover all of the material areas of a business and 

that findings arising from audits were not adequately followed up or monitored by the audit 

committee.   

No session would be complete without referring to the ORSA (Own Risk and Solvency Assessment) 

and this is and will remain a key area for us. 
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Overall we have continued to see an improvement in the ORSA’s year on year as these become 

embedded into business as usual. 

Better ORSAs are those where there is a demonstrably close link between the business planning 

process and the ORSA itself.  This means more time is spent getting into the detail of the business 

plan. 

In addition, for us to better understand the ORSA process, the content of the ORSA and the thinking 

that went into the assumptions, we have found presentations of the ORSA to be very useful as it helps 

bring the document to life. 

There are still some areas where firms are finding it difficult in getting the balance right in terms of 

ORSAs. We still see optimism in the forecasts whether loss ratios, expenses or both, not borne out by 

historical performance. 

It is important to have a clear articulation of risk appetite and consideration of this in the ORSA and 

what happens if things do not go entirely to plan, and the effects on the business and economic capital. 

Stress test parameters could be better explained. We have seen examples where stress factors had 

already been exceeded in actual historical performance. 

We found instances where key risks per the risk register did not appear to be considered in the ORSA 

and therefore there is a potential disconnect between the ORSA and reported/escalated risks. This 

makes us query how embedded risk management is and whether the risk Management FH (Function 

Holder) is doing their job properly. They should be identifying this disconnect through the review 

process. 

ORSA Reports should be produced in conjunction with the business planning cycle so expect these in 

advance of the start to the next financial year and not once the year has started. If circumstances 

change, ORSA should be updated rather than delayed. 

More work is needed on calculation of economic capital and how this may differ to SCR, for example, 

where Standard formula is not appropriate. We have mentioned sliding scale commissions and in 

some instances this had not been adequately addressed. 
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QA and Authorisation update by Monika Sookhee 

The Quality Assurance exercise has formed part of our regulatory approach since 2016 year ends. The 

objective of this exercise has been to ensure that high quality information is publicly reported by 

Gibraltar licensed insurance companies.  

The approach we have taken towards quality assurance is aligned to our risk based methodology and 

therefore bespoke to each firm we are reviewing and dependant on the risk areas highlighted in those 

firms for the year in review.  

The approach this year has been driven largely from the findings in 2017/2018. We will be focusing on 

a review of the governance around the preparation of each in-scope firm’s annual reporting. The goal 

is that these are reviewed over Q4 and findings are sent out with sufficient time for firms to adopt the 

control recommendations for the 2019 year end reporting. 

Turning now to Authorisations, we work very closely with the supervisory teams throughout the 

application lifecycle to be able to incorporate the learnings from supervisory thematic reviews and on-

going day to day supervision. This helps us take a consistent approach to how we review and supervise 

insurance companies. 

Over the last 12 months our supervisors have been focusing on the following areas: 

1. Governance and the suitability of the Board composition and experience, which Joe covered 

earlier in his slides.  

2. Sustainability of the business model, specifically looking at the most impactful triggers for the 

insurance company and the factors impacting their cash flow and profitability. 

3. Outsourcing, looking at how firm’s choose and then oversee their outsource providers, 

including related parties. 

4. Capital adequacy, focusing on how firms’ have assessed how much capital they need and the 

assumptions made in that assessment. For example, we would look at where the standard 

formula is not appropriate, and as Joe mentioned earlier, how the buffer above the SCR is 

justified. We want to understand how the business’ capital is impacted throughout their 

business planning period and how the firm will access future capital should it be required.  

The process for review of insurance applications has been evolving over time, as we get feedback or 

identify different ways to work. Slide 11 has a few examples from strong applications but also areas 

where we have had to feedback quite a lot to applicants.  

It is no surprise that positive application experiences involve a lot of open and timely communication 

can serve to reduce the time it takes from application to approval.  
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In particular, having detailed pre-application discussions with all relevant risk areas identified at the 

outset makes for a shorter approval time.  

However, when we see applications which are not consistent throughout (as Joe suggested, where 

risk registers are not aligned to the ORSA), or there is not a detailed enough justification for 

assumptions made, then there tends to be more feedback which in turn can result in a slower 

application timeline.  

I will now take you through the regulated individuals (RI) regime introduced in the new legislation. 

The Government of Gibraltar introduced a RI regime as part of the Legislative Reform Programme 

where individuals performing regulated functions will require prior approval. 

This is different from the current insurance notification regime where many positions had to be 

notified to the regulator rather than requiring pre-approval.  

The regime is broken up into three sections:  

1. The first is those applying to all regulated firms and audit firms, and incoming branches. Note 

that the requirement of a Money Laundering Reporting Officer (MLRO) is specifically carved 

out in the legislation for general insurers and general insurance intermediaries.  

2. The second is sector specific regulated functions, for Insurance roles that are in line with the 

required positions in the Solvency II Directive.  

3. In addition, there is the introduction of significant influence functions which are based on the 

firm’s assessment of whether an individual is carrying out an SI function. The criteria for these 

functions are outlined on slide 12 and are on our website.  

The approval process for RIs is not materially different to the previous process. The key points to note 

are: 

1. The applicant firm will need to demonstrate the vetting undertaken over the proposed RI as 

part of their application form. 

2. You will be pleased to know that the RGP vetting process has changed. Applicant firms will no 

longer need to provide completed RGP vetting forms or a fee for this process. It will be 

managed directly between us the RGP.  

3. We will have 30 days to consider the application.  

 

So what should firms be expecting from the Commission over the next 12 months? 
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1. We would like firms to have the ability to plan for our regulatory requests and supervision 

better. Therefore, firms may see more communication from us on the kind of supervision we 

are planning for the year including the main focus areas.  

2. As part of the CG thematic we will continue with the process of IAFH and AFH assessments as 

we have found it to be a useful supervisory tool. 

3. As a continuation of the group thematic work we have done, and to build on the focus areas 

that Joe covered earlier, where relevant we will be focussing more on connected parties and 

groups - specifically transfer pricing arrangements, and how firms oversee and document the 

processes.  

4. We will continue our increased supervision of COB following successful implementation of IDD 

We will continue to work closely with the GIA as we have in the past, to discuss our regulatory 

initiatives. 

That is all from us today, we’d like to thank Deloitte for the opportunity to present.  

 


