
IACA 12th Conference 1990 

National Report for the Channel Islands and the Isle of Man 

Co-authors R. M. Benjamin (Channel Islands) 

A. E. G. Round (Isle of Man) 

1. General Introduction 

The offshore British islands of Guernsey. Jersey and the Isle of 

Man are self governing dependancies of the British Crown. The United 

Kingdom is responsible for the foreign relations and external defence of 

the islands, but otherwise the islands are politically independant (also 

from one another) and each has its own legislature. 

Political independance however has not meant economic 

independance. In the first place, the currency in each instance is 

Sterling although each jurisdiction has issued its own notes and coinage 

with. for example, the Isle of Man having a novel plastic (supposedly 

indestructible) El note. Similarly, inflation rates follow those of the 

United Kingdom because of the close trading links, although variations 

do occur from time to time. 

For those unable to locate the offshore British Islands, perhaps 

because they retain only their old school atlas and because of the 

smallness of the islands, the positions are as follows. Guernsey and 

Jersey are about 20 miles apart and nestle in the bay of St. Malo to the 

west of the Cherbourg (more accurately, Cotentin) peninsula of Normandy 

.and to the north of St. Malo in Brittany. In France, the islands are 

known alternatively as les Iles de Manche or les Iles Anglo-Normandie, 

whilst in Germany they are known as die Kana1 Inseln. The Isle of Man 

lies in the northern part of the Irish Sea. being very roughly 

equidistant from Northern Ireland. Southern Scotland, the English Lake 

District and North Wales. 



2. Channel Islands 

(a) Introduction 

Amongst those who are aware of the existance of the Channel 

Islands. there is a colourful image brought about perhaps firstly by the 

television series "Bergerac" based in Jersey and perhaps also by a 

recent Gallup poll which indicated that 97% of Guernsey people were 

happy1 Incidentally, the second happiest territory was the Republic of 

Ireland (39%), whilst the lowest was West Germany (10%). There is also 

a seedier image brought about by the "Sark lark" (now defunct) ar.d 

allegations that the islands have been used for financial misdoings and 

drug money laundering. Extreme efforts have been made in both islands 

in recent years to maintain standards at those of the most reputable 

international finance centres in the world. For example, in Guernsey the 

Financial Services Commission was set up and is a self financing 

statutory body which reports to the Advisory and Finance Committee, the 

senior committee of the Island's Government. The FSC administers 

legislation regulating Guernsey's banking, insurance and offshore fund 

activities and will also be regulating trust company management. 

(b) European Economic Community 

The islands continue to follow closely developments in the 

progress towards a single European market. The relationship with the EC 

is set out in a special Protocol attached to the United Kingdom's Treaty 

of Accession. In general, this is on the basis of "in for trade but out 

for all other matters". This basis was essential, because the islands 

could not possibly cope with the complex legislation nor the other 

demands that would have been placed upon these small territories with 

booming populations. The present relationship with the United Kingdom 

does also confer major benefits to the United Kingdom. Because of the 

favourable taxation treatment and freedom of movement of capital in and 

out of the islands, much international money is invested in Guernsey and 

Jersey, which in turn is placed on the London Stock Exchange, thereby 

indirectly benefitting the United Kingdom economy. It is hoped that 



with the development of the EC harmonisation programme the same type of 

relationship can be worked out with the Community as a whole although it 

is still too early to be clear whether such a role will be possible in 

the environment of the 1990's. 

(c) Insurance Activities 

The Insurance Business (Guernsey) Law 1986 has now been in 

operation for three years and is currently undergoing a number of minor 

technical changes. The Law has seen a welcome increase in the control 

of life assurance companies incorporated in Guernsey thereby enhancing 

the role of the Actuary, but without the cumbersome procedures typical 

of many other larger territories. The type of business written is on 

international expatriates and such, the island perceives itself as being 

in competition with the Isle of Man which, arguably, has been more 

successful in attracting new life assurance operations in recent years, 

partly because there has been less pressure there on population and 

housing. Supervision of international life assurance companies is by the 

Superintendent of Insurance Business (part of the Financial Services 

Commission) who is advised by a firm of consulting actuaries. 

Guernsey is a major international centre for captive insurance. 

and considers itself to rank second after Bermuda, but ahead of the 

Caymen Islands. Luxembourg and the Isle of Man. As a result of the last 

named gaining ground, Gurensey made tax changes to retain a competitive 

attraction for captive insurers. This was reinforced by an 

international "Captive Forumn (attended by a number of actuaries) in 

1989. with a repeat scheduled for 13th and 14th June 1990. 

Jersey does not permit the establishment of life assurance 

companies and only pure captives may be set up. 

(d) Legislation 

The structure of occupational pension schemes legislation once 

again differs between Guernsey and Jersey, but is substantially simpler 



than in the United Kingdom and harks back to an era of some 20 years ago 

in the United Kingdom. Jersey permits one quarter of benefits at 

retirement to be taken as a tax free cash sum whilst Guernsey adopts the 

3180th~ of final remuneration formula for each year of service. Pension 

benefits, before comutation. are generally structured on a 1160th of 

final remuneration basis for each year of pensionable service, in both 

territories. Augmentation of this scale is already permitted in Jersey, 

and recently has been allowed in Guernsey (up to twice the standard 

scale). Neither territory has compulsory preservation (i.e vesting) of 

benefits and therefore no provision for increases to benefits whilst in 

deferment. In fact. the latter is not actually permitted in both islands 

but legislation is underway to remedy this. 

Personal pensions are permitted in Guernsey and Jersey and as with 

the United Kingdom (but on a different basis) may extend in practice to 

virtually the whole working population whether or not in an occupational 

pension scheme with simultaneous membership being permitted (unlike the 

United Kingdom). Both islands are considering changes to this 

structure, and this will include an international flavour. 

Although historically the legal systems were based on French (pre 

Code Napoleon) Law, all legislation in recent decades has been biased 

towards the English Legal System and this process has resulted in trust 

laws being enacted in Guernsey (1989) and Jersey (1984). As far as the 

legal foundation of occupational pension schemes is concerned, the 

effect is very similar to that in the United Kingdom, although there are 

some minor differences. 

Finally under this heading, the relationship with the United 

Kingdom through their Financial Services Act (1986) should be mentioned. 

Because of close ties with the United Kingdom in terms of. for example. 

marketing of life assurance and unit trust products. Guernsey now has 

Designated status under Section 87 of that Act for Collective Investment 

Schemes (often referred to as unit trusts or, in the U.S.A., as mutual 

funds) and under Section 130 for life assurance companies. Jersey has 

followed a similar route. but of course has not needed designated 



territory status under Section 130. The achievement of this 

status has required the existence of excellent local protection for 

investors in the appropriate products and is an acknowledgement by the 

United Kingdom that the islands are well run financial centres in these 

areas. 

(e) The Role of the Actuary 

Guernsey has six qualified actuaries (including the first locally 

qualified actuary) and six actuarial trainees. 

Consultancy advice is divided between a resident partnership, the 

United Kingdom based consultancies and the (United Kingdom) Government 

Actuary's department. 

Unlike the Isle of Man, there are no resident employed actuaries 

(except one company which has a resident part qualified actuary), 

although a number of U.K. actuaries are known to spend a significant 

amount of time in Guernsey on life assurance company work. 

In contrast to the North American scene (as considered to extend to 

such territories as Bermuda and the Bahamas) the role of the actuary in 

Guernsey captive insurance is still thought to be a relatively minor 

one. It was pleasing that the comprehensive Guernsey Insurance Guide 

produced by the Financial Services Conmission did include an article on 

the role of the actuary in non-life insurance but as has been remarked 

before, it does need one or two catastrophes to persuade the insurance 

fraternity of the value of the actuary in such areas as technical risk 

reserving. 

Finally, it is of interest to note that the Channel Islands 

Actuarial Society (a provincial actuarial society of the Institute of 

Actuaries) is in the process of completing a mortality study into recent 

Guernsey population experience. The early results indicate, as might be 

expected, that mortality is somewhat lighter than English population 

mortality, with which a comparison has been made. 



3. Isle of Man 

(a) Introduction 

The Isle of Man, located in the Irish Sea with a population of 

approximately 70.000, is a self-governing dependency of the British 

Crown. Whilst the United Kingdom is responsible for foreign relations 

and external defence, the Island is politically independent with its own 

Parliament. Tynwald. There is, however, a customs treaty with the U.K. 

and so a common rate of value added tax. For the most part no political 

parties are represented in Tynwald and the administration of government 

is carried out by Departments of Tynwald and various Statutory Boards. 

The political independence of the elected representatives means 

that general elections are not followed by marked changes in policies. 

This history of political stability has contributed to the prosperity 

currently being experienced on the Island. 

(b) European Economic Community 

The Island has a special relationship with the European Economic 

Community as the result of a special Protocol at-ached to U.K.'s Treaty 

of Accession to the EEC. In general terms, this preserves the Island's 

strong economic links with the U.K. and provides for free movement of 

industrial and agricultural goods to and from the EEC. Apart from 

matters affecting the visible trade of the Island it has only a tenuous 

connection with the Community. The Island remains free to determine its 

own tax structure (it has low rates of income tax and no tax on capital) 

with no requirement to harmonise commercial and most other fields of 

legislation. 

The Island is keen to maintain its existing (satisfactory) 

relationship with the EEC after the "open market" position applying from 

1992. The indications are that this will be possible. 



(c) Insurance Activities 

The Isle of Man has insurance legislation and a tax regime 

designed to be attractive to life insurance companies of good standing. 

writing international expatriate business. There are eight such 

companies at the present time, the majority of which are subsidiaries of 

United Kingdom companies. 

The Manx Authorities also permit a number of United Kingdom 

assurance companies to transact life and general insurance business with 

individuals and companies based on the Island. 

There are a growing number of captive insurance companies managed 

on the Island. 

(d) Legislation 

In the field of occupational pension schemes, legislation has 

followed that applying in the United Kingdom, although subject to a 

time-lag in the legislation being passed by Tynwald. 

The monitoring of the legislation applying to assurance companies 

is in the hands of the Supervisor of the Insurance Authority. He is 

assisted in this task by a firm of consulting actuaries. 

A Financial Supervision Act was passed in 1988. Its provisions, 

which are being introduced on a phased basis, correspond closely to 

those contained in the United Kingdom Financial Services Act, 1986. The 

Act provides a system of supervision for all parts of the Manx financial 

sector including intermediaries. 

The Financial Services Act imposes special requirements upon 

companies wanting to market their products into, or via the United 

Kingdom. Offshore life assurance companies operating from the Island 

now have access to the United Kingdom market as the result of the Manx 

Regulatory Authority being granted designated status by the United 



Kingdom regulatory authorities. 

(e) The Role of the Actuary 

The Isle of Man has a small but growing actuarial presence. There 

are ten qualified actuaries and a similar number of actuarial trainees. 

The task of providing consultancy advice on the Island is divided 

between a resident consultant, the United Kingdom based consultancies 

and the (U.K.) Government Actuary's Department. 

The employed actuaries are with the offshore assurance companies. 

The growth in the actuarial population of the Island is in line 

with the recent rapid expansion of its financial community. 


