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Explanatory memorandum
In the light of the Opinion of the European Parliament! and that of the
Economic and Social Committee? on the proposal for a Council Directive on
the anmual accounts and consolidated accounts of insurance undertakingsS,
the Conunission presents herewith the revised version of 1ts proposal.

The pr:l.ncipa.l changes in relation to the origina.l version concern the
following points: : '

1. Llowd’s : : :
2. Gross and net presentation in the profit and loss aooount
3. The presenta,tion of commissions.

The Commission has been unable to accept Parliament’s proposed amendments
to the valuation rules (proposed amendments Nos 14 and 15). It was
Parliament’'s wish that the purchase price principle should alone be applied
to the valuation of investments, thereby obviating the need to indicate
- current values.

While this approach may be more in keeping with the principles of the
Fourth Directive than that chosen for the Commission’s proposal, it fails
to take account of the peculiarities of insurance and the objectives of the
proposed Directive. The Caommission has therefore stuck to the approach
followed in Articles 41 et geq. Depending. on what Member States decide,
undertakings may accordingly apply either method. The values obtained
using. the methed not employed in the balance sheet are to be disclosed in
‘the notes on the accounts. Hence, as a rule, two values will be given in
every set of annual accounts. Full comparability is-'thus brought

about - the decisive factor as far as the Commission is concerned.

1 0J No-C 96, 17.04.1989.
2 OJ No C 319, 30.11.1987.
3 OJ

No C 131, 18.5.1987.




1. Llow's

Article 3 of the proposal simply stated that the Directive applied in
principle to Lloywd's and left it to the United Kingdom as the competent
Menber State to make the necessary adjustments.

In view of the unorthodox structure of Lloyd’s the question had a.lready
arisen, however, whether just Lloyd's as a whole, or Lloyd’'s and its
constituent parts, should be obliged to render accounts. Parliament has
proposed an amerdment in this respect (No 3) which the Comission agrees
‘with and which has accordingly been adopted. The amended version provides
that the Lloyd’'s symdicates are also accountable in principle. What this
accountability consists ‘of in detail is, however, not Stated as yei:_._" “
Parliament’s more far-reaching proposal that the members of Lloyd's
("names") should also be made accountable under the Directive has been
rejected as impractical, unreasonable ard unlikely to result in the
provision of useful information.

On the question of gross or net presentation in the profit and loss
account, the proposal provided for a hybrid System with a marked terdency
towards gross presentation. Surprisingly, Parliament has voted in favour
of net presentation, which to all practical purposes would permit
disclosure of the reinsurance share only in the case of premiums.

The Commission is aware of the problems involved in disclosing reinsurance,
especially in the case of undertakings which have to’ prepere detailed
accounts for each category of activity. It is also aware, however, how
informative the relevant data are as far as polidy—holdei*s and other
creditors are concerned. For this reason it has felt unable to go along
entirely with Parliament. It considers non-disclosure of the reinsurance
share to be justifiable at most in the case of bonuses and rebates.
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The amended proposal therefore i.ncorporétes a system vwhich provides in
principle for net presentation while requiring disclosure of the
reinsurance share in the case of ‘

Z premium income

- claims incurred, and

~ operating expenses.

These are the key factors when it comes to determining an undertaking's
policy with regard to reinsurance. The Commission believes that, by
limiting disclosure to these factors, it has struck a balance between the
interests of insuters, policy-holders and other interested parties.

3. Commigsions
In the>proposal, operating expenses were shown in Article 20 urder

items I 6 ard IT 12 "Commissions and other technical charges These items
were subdivided into sub-items

(a) = commissions

6:) administrative expenses

(e) = commissions and profit participations from other insurance
undertakings

(@) = variations in deferred acquisition costs.

Thi$ presentation has been criticized on the following grounds: urder the
Fourth Directive, the only presentations possible were those according to
"type" (“primary principle") or function (“secondary principle"). The
Commission had generally followed the secondary principle: However, by
requiring that "commissions" be shown, it was unjustifiably following the
primary principle. The Cammission has not been entirely deaf to this
criticism, ard now subdivides the items as follows:

(a) acquisition costs, and
(b) administrative expenses.
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Nevertheless it considers disclosure of commissions to be so important that

provision is made for them to be shown separately under “acquisition

costs". But the term "commissions" is now used to cover only commissions

" falling due on the conclusion of insurance contracts and not collecting
comissions. As commissions of the former type greatly outnumber all

others, the Commission considers this incompleteness to be acceptable.




Article 2 hag had a new paregraph added to 1t. The former Article 8 now
beoomes Artiale 2(1).

In paragrezh 1(0) the words “whose whole or main aotivity consists of" have
been replaced by “"ocarrying on“. The Directive’'s soope is thus exterded to
cover not only specislist reinsurance undertakings but all urdertakings
Mummmm whethermitsownorinoonjumtion
withotharolassesofinsumnoe

Paragraph 2 is designed to acoommodate a situation peouliar to Germany: in
that oountry health insurance is transacted mainly “acoording to the |
rrinciples of life insurance", i.e. on the bagis of premium rates approved
by the supervisory authority subjeot to the formation, using aotuarial
techniques, of provisions for incressing age. Health insurance
undertakings therefore produce acoounts hroadly similar to those of life
insurance urdertekings (of. also Article 168(4) of the first nom-life
ingurance cocrdination Directive). There is no reason to proocesd
diffevently in the present Direotive. " |

Pa.regrapnzisbasedlargelyonaproposalbythemmOmsOOm
Camittes (ESC 791/87; point 2.8).



(Asseta C I)

The separate disolosure of land ard buildings cooupied by the insurence
undertaking for its own eotivities has, in accordance with Parliament's
proposal (proposed amendment No 4), been retained and clarified. In order
to ensure parallelism, in this instanoe as in others, with ths Direotive cn
the ammual acoounts of banks (of. Directive 86/838/EEC, Article 4(10)),
Member States are given the opportunity of discloaing the oorrespording
detalls in the notes on the acoounts.

3. Iovesiment pools
(Asgeta C III)

To the list of investments bas been added a sub-item "Participation in
investment pools”. This 1s to teks aocoount of the situation in those
Menber States in which several undertakings may own investments jointly

without the reporting wdertaking knowing at any given time which
irxdividual investments it has an interest in.
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3. Ouwn shares (Assets C V of the old. version, F III of the qew version)
In transferring "Own shares" from assets item C V to item F IIT in the new
version, regard has been had mainly to the fact that they do not carry

dividerds and hence do not fulfil the requirements of normal investments. -

4. tor 5] t of direct i ' Tat] (Assets D of the old
version, assets E of the new version)

The item "Debtors arising out of direct insurance operations"” (asséts D1

‘of the old version) has been subdivided into

- policy-holders
- agents
- other debtors.

This reflects a practice that is widéspread in the Member States and has
been done in response to wishes expressed during the deliberations of the
Céuncil’s economic questions working party. '

5. Provision for bomises and rebates (Liabilities C 4)
The additicnal phrase "... unless it is shown urnder C 2" covers the

situation mentioned in Articles 25 and 34, whereby bonuses and rebates may
be used inter alia to increase technical provisions, and in particular
life insurance provisions. '

8. Consumables (Assets E 2)

'The assets item "Consumables" has been deleted as it is of only minor

importance to insurance undertakings. For the same reason Parliament’'s

proposal that it be replaced by “Consumables or perishables" has likewise

not been adopted (cf. proposed amendment No 5).
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“Comitnenta by wey of uatentes” (Article 7)

- The new wording makes it olearer than before that, despite the uniform
terminology used in many languages (“"ooammitments by way of guarantes"),
oommi tvents ariging out of ingurance obntmots camnot be classed with
ocommitments by way of guarantee within the meaning of Artiole 14 of
Directive 78/680/EEC. |

Fund-linked 1ife insurance (Article 12)

The suwooess or fallure of investments which the insuranoe urdertaking

carries out for the benefit of life insurance polioy-holders who bear the
Investment rigk does not affeot the results of the insurance undertaking.
It therefore seems justified to clearly d.tst:lngmgh such investments frem-

other investments, and to this end to keep them entirely separate from the
listed investments. '

og (Article 18)

Aoquigition costs in life assurance may be

~ ¢&hown as an agsst
= 2i1dimerized, or

- writtem off.
}

The previous version was silent on what should be done if, in the last
case, the deferred acquisition oosts exoeed the life insurance provision.

This cinission is reotified by means of the third subparagraph of
Article 18(3).
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Article 16

"Proprietors” has been replaced by "persons” in oxder to enoompess mutual
insurance ocmpanies. ‘
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Reserves (Article 17)

The statement in the secord para.g‘raph of Article 17 to the effect that QL
reserves must be shown separately as sub-items to the item "Reserves" has
been included at the request of Parliament (proposed amendment No 7).

Equalization provisions (Article 26)

There are special risks, such as nuclear power plants, wide-bodied aircraft
and pharmaceutical risks, for which special provisions are set up, although
they are in the nature of equalization provisions. Under the previous
version of Article 26 they would have had to be included in "Other
technical provisions. The item "Equalization provisions required by
national law" would therefore have been incorrect. The new second sentence
in Article 26(1) is intended to put matters right.

Life reinsurance (Article 28)

The new paragraph 4 takes account of the different ways in which reinsurers
transact life reinsurance business. It may be transacted on a fund basis
and hence like normal direct life insurance. But it may, especially where:
there is a commitment of limited duration only, also be transacted using
non—-life business techniques. The distinction drawn in the Directive
between life and non-life insurance business seems unjustified in such
cases. An exception is therefore nade in such cases to the otherwise valid
principle of separate accounting for each category. The ‘amendment has been
made in response to a request by the Economic and Social Committee

(ESC 791/87, end of point 2.6). '

(article 30(2)(a))

The amendment reflects the legal position in certain Member States.
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_ Article 29
1. On the question of gross or net presentation, Parliament asks that
greater use be made of the net principle. Both in the case of claims
incurred and in that of bonuses and rebates it considers disclosure of the
reinsurance share to be inappropriate (proposed amendments Nos 9, 10, 12
ard 13).

The Commission has Been able to accept the proposals only in respect of
bonuses and rebates. In the case of claims incurred it considers
disclosure of the reinsurance share to be indispensable to a Teader who
wishes to gain as complete a picture as possible of the key data relating
to an undertaking. The Directive therefore provides for both gross and net
presentation in the case of the three most important itéms from the '
reader’'s point of view, namely:

- premiums

~— claims incurred, and -

- operating expenses.

This compromise solution takes account of the interests not only of the
insurance industry but also of the public at large.

2. The amendment to item I 1 (¢) (“change in provision for unearned
premiums”) is to allow for the fact that, pursuant to Article 22, the

unexpired risks provision may be shown either under liabilities item C 1
(unearned premiums) or under liabilities item C 6 (other technical
provisions). If it is shown under unearned premiums, any changes in it
" must also be shown under premiums. The amerdment is in line with a
proposal by the Economic and Social Committee (ESC 701/87, end of

point 2.7). | -

3. The allocated investment return is now shown at 3 after premiums and
other income. The reader can thus take in all technical income at a
glance. Comparability does not suffer unduly as a result. It can be
achieved by deducting the allocated investment return from the second
technical result (11). '
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Claims incurred (Article 33)
Article 33(2) has undergone a mere drafting change.
Allocated investment return (Article 37)

Article 37(2) correspords to the old Article 38(3). The new paragraph 3 is
interded to enable Member States to ensure uniform djsclosure ard prevent
abuses in their respectlve territories. Thus in the case of non-life
business they can, for instance, prevent the result shown in the technical
account from being enhanced by the transfer of investment returns from the

n-technical account. The amendment is in line with a proposal by the
Economic and Social Cormittee (ESC 791/87, end of point 2.9).

Investment income am' charges (Article 38)

'I'he provision is arranged more systematically tha.n before, i. e. aoooxd.:.ng
to undertakings which transact

- non-life business

- life business, anxd

.— both life and non-life business.

The new paragraph 4 is intended to allow a greater measure of flexibility
for those Member States in which the assets set aside for policy-holders

. and those set aside for shareholders are clearly identified. Under the
previous version, in life insurance even those amounts which are clearly
allocated to the shareholders as having been obtained from the assets set
aside for them would have had to be shown first in the technical account
despite the fact that, according to the approach taken by the Directive,
that account shows only amounts allocated to the policy-holders.

Paragraph 4 should enable Member States in which this practice prevails to
save undertakings from having to proceed in this roundabout way (see also



- 13 -
the Opinion ¢of the Eoonomic ard Sooial Oormnittée. point 2.9.2).
Combined methods (ATtiole 40) - : -

Amdmgmmemm&mofpuegr&phz.uweffeotsofmmﬁwds
applied pursuant to paragraph 1 are to be indiocated in the notes on the
acoounts only in the event of a change of method. It is not possible to -
indicate such effects on the first application of such a method as the
necessary figures simply do not exist, and acoording to the thinking
underlying Artiole €0, would not suffioe even to enable estimates to bs
mada. ,

Rund-linked 14fe insurance (Artiocle 43)

‘The emendment to paragraph 2 1s intended to make clearer the distinotion
between furd-linked life insuranoe as referred to in this Article amd
ordinary life ingurance.

- ¥Yalvation methods (Artioles 41 et seq.)

Parliament's proposed amerdments Nog 14 and 1B have not be accepted. They
are inoompatible with the purpose of the Direotive which is to establish
oamparability between the anmial acocunts of insurance undertskings
throughout the Community. '

Two valuation methods are applied as a rule in the Cammunity: valuation
aoccording to the purchase prioe prinoiple and valuation acocording to the
ocurrent value prinoiple. A strong case can be made out for elther method,

the arguments in favour ¢f the cne cancelling out those in favour of the
other. For that reagson the Directive does not ooms down on the side of

eithar method but creates comparebility via a kind of dual valuationm.

Parliament, however, advooated application of the purchase prioce principle
alone. The interests of undertakings wishing to highlight their
. performance with the help of up-to-date figures hased on current
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values would as aresultvhave.bemmrriddmby the interegts of
urdartakings more desirous of forming hidden reserves.

valuation of lapd and buildings (Article 48)

The amendments to Artiale 48(3) and (4) are in response to proposals by
Parlisment (of. proposed amerdmente Nos 16 and 17), The addition to
paragraph 3 ocnoerns the qualifications of the person valuing the land and
buildings: outside the scope of Direotive 89/48/EEC on the recognition of
higher-education diplomas, such qualificstions are.to be a matter far the
Member State in which the land axi buildings are situated.

'ﬂxenewwomingofperegraphﬁmakesitoleerthatapprwedvalwsmy
.also be called in to determine the extent of a valus adjustment.

Yaluation provigions
Articles 48 (valuation provisions differing from those of Artiole 33 of
the Fourth Direotive) '

47 (fixed assets)
48 (tangivle assets)
49 (ourrent assets)
have been redrafted without any substantive changes being made.
Technioal provisions (Article 62)

With regard to the formaticm of provigicons for outstanding claims,
valuation gimplification procedures such as the welghted average method are
applied whenever posgible. Although such proosdures are also provided for
in the Fourth Direotive, their application is restrioted to stocks ard
movable assets. Without & oorresponding amerdment, their application to
technicel provisions would therefore be inadmissihle. Such is the purpose
of Artiale B3(3). |
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. Computation of the life insurance provision (Article 55)

Article 55(2) incorporates an amendment requested by Parliament cle;.rify:i_ng
the position with regard to the qualifications of the actuary responsible
for computing the lifé insurance provision. The amendment also covers
actuaries employed by the insurance undertaking (proposed amerdment No 19).

Provision for outstanding clains (Article 56)

The remarks made under Article 55 concerning the computation of the life
insurance provision also hold true for the amounts. to be set aside |
according t0 actuarial methods for anmuity payments by way of provisions
for outstanding claims (cf. proposed amendment No 20).

S on the accounts (Article 58)
1. icl = tegories of i 106 activi

Under the previous versidn, non~-life reinsurance acceptances also had to be
broken down according to the classes of insurance listed in the First
Directive. This obligation nov exists only in respect of direct insurance.
This is because classification according to the First Directive does not
have to be practised outside the EEC. For similar reasons the idea of a
further breakdown for life reinsurance acceptances has also been dropped.

icle 5 — life

The provision relates to the circumstances referred to in Article 28(4):

where a specialist or other reinsurance undertaking which transacts life
reinsurance using non-life insurance techniques establishes only one
technical account (for non-life business) it must break down its premium
income according to non-life inhsurance business and life insurance



Article €0(3) provides for an exveption in the cese of technioal provisions
to the prinoiple of full information laid down in Article 18 of -the Seventh
Direotive (83/340/EEC). Owing to the oonsiderable differences which
‘owrrently exist at national level in the way such provisions are shown in
the balance sheet, standardization in the oonsolidated aocounts does mot
. seem appropriate in this case. For example, if under the natioral Isw
applicable to a foreign subsldiary the setting-up of belated olaims oar
equalization provisions i not admisaible, those provisions need not i
mads in the consolidated acoounts either.

2. Artiole 60(8) - intragroup cparations

Article 28 of the Seventh Directive provides that intregroup operations are
in principle to be eliminated from the consolidated acoounts. Inoome.’
earned under a lesse agreement between a parent ami ite subeidiariss would
therefore not appear in the oongolidated profit and logs acoount,
regardless of the fact that it might bemefit polioy-holders through
profit-sharing. Article 26 on its own would, therefore, in this instance
lead to an inoorrect oampulecry Aisclosure. A derogation limited to ths
provision for bomwses and rebates therefore appears justified. '

Article 37(3) of the Seventh Directive provides that the pericd between an
individual undertaking’'s balanoe sheet date axd the comsolidated balanoe
sheet date may not be more than three months. This period is clearly too
ehort in the ocage of inguranoce, having regard in partioular to the delays
dug to reinsurence transsotions. A lengthenirg ¢f this pericd to

8ix months appears justified.
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Article 29 of the Seventh Directive lays dow- the princirle of uniformity
of valuation. According to this principle. the life ins:rance provision,
say, of the subsidiary would have to be revaued in the consolidated
~accounts in accordance with the principles arolicable to *the parent
urdertaking, which — given the different mortality tables or interest
_Tates - would surely lead to absurdities. It therefore appears justified
to depart from this principle in the case of technical provisions.

Branchee

'i'he proposal needs tc; bs supplemented by & provision on the puhblication of
anmal accounting doocuments of :Lnsura.noe m@artakings‘ m.nohes The

Cmmisaion oonsiders it appropriate, rmever.. in this oonnedctiom to await
the adoption of the eleventh Councdl ocmpany law Directive on disclosure |
requirements in respect of branches. It will then immediately present a
proposal refleoting the oontents both bf that Directive ard of the

Direotive of 13 February 1889 on the publication of snmual aoccounting

documents of branches of oredit and finanolal ingtitutions.
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Amended Proposal<for a
COUNCIL DIRECTIVE

on the annual accounts and éonso(idated;accounts~of

insurance undertakings

THE COUNCIL OF THE EUROPEAN COL\!.\'IL!;\’ITIES.

b

Having regard to the Treary cstablishiﬁg the E\':ropca.n

Economic Community, and in particular Article 54

thereof,

Having regard to the proposal from the Commission,

Having regard to the opinion of the European Parlia-'

ment,

Having regard to the opinion of the Eco i
Social Committee, . , Eeonomic and

Whereas Article 54 (3) (g) of the Treaty requires the
coordination to the necessary extent of the safeguards
which, for the protection of the interests of members
and others, arc required by Member States for compa-
nics or firms within the meaning of the second para-
graph of Article 58 of the Treary, with a view to making
such safeguards equivalent throughout the Community;

Whereas the Fourth Council Directive 78/660/EEC of
25 July 1978 based on Article 54 (3) (g) of the Treaty
on the annual accounts of cerrain types of companies ('),
. as last amended by the Act of Accession of Spain and
Portugal, need not be applied to insurance companies,
hereinafter referred to as ‘insurance undertakings',
pending subsequent coordination; whereas, in view of
the importance of insurance underrakings in the Com-
munity, such coordination cannot be delayed any Jonger
following implementation of Directive 78/660/EEC;

(") O] No L 222, 14. 8. 1978, p. 11.

THE COUNCIL OF THE fUROPEAN LOMMUNITIES

Having regard ro the Treaty establishing the Furopean.
Economic Communiry. and in particular Article 54
thereof,

Having regard to che proposal from:the Comnussion,

In cooperation with the European
Parliament :

Having regard to the apinion of the Economic and
Social Committes, '

‘unchanged



" Xhereas the Sevents Council Directive 83/349/EEC of
" 113 Junc 1983 based nn Article 54 (3) (g) of the Treaty
on consolidated aczounts{%; provides for derogations
for insurance undsriakings only undl expiry of the
deadline imposed for the application of this Directive;
whereas this Direcrive must therefore also contain pro-
visions specific to insurance underrakings in respect of
consolidazed acerne: ©

Whercas such coardinauion is also urgently required
owing to the Communitv-wide operarions of insurance
undertakings; whereas, jor creditors, debtors, members,
policy-holders and their advisers and for the general
public, improved comparability of the annual accounts
and consolidated accounts of these undertakings is
therefore of crucial importance;

Whereas. in the Member States, insurance underrakings
of diffcrent lepal forms are in competition with each
other: whereas underrakings engaged in the business of
direct insurance customarilv engage also in the business
of reinsurance and are therefore in competition with
¢ ialist reinsurance underrakings; whereas it is there-
fo.e appropriate not o confine coordination to the
legal farms covered by Dircctive 78/660/EEC, but to
choosc a scope which is in line with the First Council
Directive T37239EFC of 24 July 1973 on the coordi-
nation ! laws. regolations and administrative pro-
visions relating ro the taking-up and pursuit of che
business of dircect insurance other than life insurance {3)
and rhe First Counal Direcrive 79/267/EEC of 5 March
1979 or the cnordination of laws, regulations and
Vadminicerative provasinas relating to the taking-up and
rarsait of the business of direce life assurance (%), both

amended b the At of Accession of Span and

s wwhuen aben includes certain anderiakings
\r:’m! are excluded i7om the scope of those Direcrives and
companics and {trms which are specialist reinsurance
underrakings:

O Ne 1195, 19, 7 qexi . 1
s O Ne B 22808 89T PO
SO Nt e313 3 9T
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Unchanged

19

Whereas, in the Mcmber Srates, insurance undertakings
of different legal forms are in competition with each
other; whereas undereakings engaged in the business of
direct insurance customarily engage also in the business
of rcinsurance and are therefore in competition with

_specialist reinsurande undertakings; whereas it is there-

fore appropriate not to confine coordination to the
legal forms covered by Dircctive 78/660/EEC, bur o
choosc a scope which is in lipe with the First Council
Dirccrive 737239%FEC of 24 July 1973 on the coordi-
nation of laws, regulations and administrative pro-
visions relating ro the raking-up and pursuit of the
business of direct insurance other than life insurance (3)
and the First Council Directive 797267/EEC of § March
1979 on the coordination of laws, regulacions and

. administrative provisions relating to the taking-up and

pursuit of the business of direcr life assurance (*), both

as lase amended by the Act of Accession of Spain and
Porzugal, but which also includes certain undertakings
thatare excluded from the scope of those Directives and
companies and firms which are reinsurance

undertakings;

w3 O No L 193,18, 7. 198
i OfNo L2128, 14 8. 19
Y O No L 63, 13, 3. 1979,



Whereas although, m view of the specsfic characiesisiies
ol insurunce undertakings, it appuears appropriate to
proposc a separate Directive on annual accoums and
consolidated accounts for such underiakings, this nius
not result.in a set of standards being established which
is separare from chose of Dirccrives 78/660 EEC and
83/349/EEC: whereas such separare srandards would
be neither appropriate nor consistent with the hasic
principles underbving the coordinazion of company law
since, piven the important place they occupy an the
economy of the Community, insurance underrakings
cannot be excluded from the framework of siandards
devised for undertakings generally: whereas for this
rezson only the particular characreristics of insurance
underzakings are taken’into account, and this Directive
therefore deals only with exceprions to the rules con-
tained in Directives 78/660/EEC and 83/349/EF.C:

Whereas there are important differences in the structure
and content of the balance sheers of insurance undertak-
ings in the various Member States; whereas this Direc-
tive must therefore lay down the same structure and
the same item designations for the balance sheets of all
insurance undertakings in the Community:

Whereas, if the annual accounts and consolidated
accounts are to be comparable, a number of basic
questions regarding the presentation of certain trans-
actions in the balance sheet must be seetled:

Whereas. in the interests of greater comparability, it is
also necessary that the content of certain balance sheet
items be derermined precisely:

Whereas the same also applies ro the composition and
definiti- n of certain irems in the profitand loss accounst:

Whereas the comparability of figures in the balance
sheer and profis and loss accouns also depends crucially
on the values ac which assers and liabilities are cntered
in the kalance sheet: whereas for a proper undersrand-
ing of rae financial situation of insurance undertakings
it is nccessary ro disclose the current value of mvest-
ments as well as their value based upon the principle
of purchase price r production cosis;

unchahged

20



- Whereas, in view of the special nature of insurance
undertakings. certain changes are necessary with regard
to the notes on the annual accounts and on the consoli-
dared accounts: ' '

Whereas, in line with the intention to cover all thase
insurance undertakings which are within the scope of
Directives 73/239/EEC and 79/267/EEC as well as cer-
tain others, derogations are not provided for small
and medium-sized insurance undertakings such as are
provided for under the terms of Directive 78/660/EEC,
but certain small’ murual underrakings which are
excluded from the scope of the said Direcrives 737239/
EEC and 79/267/EEC should not be covered;

Whereas for the same reasons, the scope allowed Mem-
ber States under Directive 83/349/EEC to exempt parent
- undertakings from the consolidation requirements if
the undertakings to be consolidared do not rogether
_exceed a certain size has not been extended to insurance
undertakings; whereas in view of its particular nature

special provisions are needed for the association of

underwriters known as Lloyd's;

Whereas the provisions of this Directive should also

apply to the consolidated accounts drawn up by a

parent undertaking which is a financial holding com-
pany and where its subsidiary undertakings are either
exclusively or mainly insurance undertakings;

Whereas the examination of problems which arise in
connection with this Directive, notably concerning its
application, requires the cooperation of representatives
of the Member States and the Commission in the form
of a contact committee; whereas, in order to avoid the
proliferation of such commirtees, it is desirable that the
said cooperation be achieved by means of the committee
provided for in Arcicle 52 of Direcrive 78/660/EEC;
whercas nevertheless, when examining problems con-
cerning insurance undertakings, the committee will be
appropriately constituted;

Whereas, in view of the complexity of the matter, the
insurance undertakings covered by this Directive must
be allowed a longer period than usual to implement the
provisions thereof, : ‘

HAS ADOPTED THIS DIRECTIVE:

unchanged

44
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- Section 1

_Preliminary provisions and sccoe

Article 1

1. The provisions of Directive 78/660/EEC shal
apply to insurance undertakings within the meaning of
Article 2 of this Dirccrive, except where this Directive
provides otherwise. :

2. Where reference is made in Directive 78/660/FEC
to Articles 9 and 10 (balance sheet) or to Articles 23 1o
26 (profit and loss account) of that Dircctive, such
references shall be construed as references to Arcicle §
(balance sheer) or to Article 29 (profit and loss account)
of this Directive.

3. Where reference is made in Directive 78/660/EEC .

to balance sheet items for which this Directive makes
no equivalent provision, such references shall be deemed
¢o be references to the items in Article § of this Dircective
which include the assets and liabilities in question.

Unchanged

1
Article 1

22



L : ; oot S ¢ eseeny

The coordination meastrs presndel © Tueinve
: :

shail appiv so companies or Dirmis in the mcanmng

of the second paragraph of Arnicie 38 of the Treaty
which are:

(a) undertakings within the meaning of Article 1 of

Dircctive 73/239/EEC, excluding those mutual -

associations which are excluded from the scope of
that Directive by- virtue of Article .3 thereof but
including those instirutions referred o in Article 4
- thereof excepr where their activicy does not consist
wholly or mainly of the carrving-on of insurance
business; '

or

fb) undertakings within the meaning of Article, 1 of
Directive 79/267/EEC, excluding those institutions,

- organizations and murual associations referred to

- in Article 2 (2) and (3) and Article 3 of that Directive;

or
(c) undertakings whose whole or main acrivity consists
of reinsurance operations.

Such undertakings are referred to in this Directive as
insurance undertakings.

23

> Article 2

‘

Lo conrdimaiion measures prescribed by this Directive
Dappleo o companids or Srmsowithen the meaning
of the second paragraph ot Arucle S¥ of the. Treaey
which are: . :

(a) undertakings within the mcaning of Article 1 of
Dircctive - 73/239/EEC, excluding those mutual
associations which are excluded from the scope of
that Directive by virrue of Article 3 thereof bur
including those institutions referred to in Article 4
thereof except where cheir activiey does nor consist
wholly or mainly of the carrving-on of insurance
busincss; : ‘

. .

or

(b) undereakings within the meaning of Article 1 of
Directive 797267/FF.C, excluding those insticutions,
organizations and murual associations referred to
in Article 2 (2) and (3) and Article 3 of thar Directive;

oor
{¢) undertakings carrying on reinsurance
orerations. )

Such undertakings are referred to in this Directive as
insurance undertakings. )

(2) The provisions applicable to under-

takings referred to in paragraph 1 b)
shall apply by analogy-to the annual
accounts of undertakings writing sepa-
rately health insurance, exclusively
or-principally according to the tech-
nical principles of Llife insurance.




Article 3

1. This Directive shall apply to the
association of underwriters known-as
Lloyd's with such adaptations as are
necessary to take account of the parti-
cular nature and structure of Lloyd's.

2.  The Commission shall submit to the

wuncil, not later than ..., a report
on the adaptations made under para-
graph 1.

24

Article 3
1. This Directive shall apply to the
association of underwriters known as
Lloyd's with such adaptations as are’
necessary to take account of the parti-
cular nature and structure of Lloyd's.

. For the purposes of this birective, Lioyd's

shall be considered to be an insurance
undertaking, although the information re-
lating to the syndicates of Lloyd's must
meet certain requirements in accordance
with the objectives of this Directive. .

Unchanged
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. 'Section 2 -

L)

_Genera! provisions. concerning the bzla~ce sheet anc the crofit and

"
I

-
~

9
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P

Article & ' ) Articl..e 4
Article 4 (2) of Directive 78/660/EEC Articles4 (2) and 5 of Direct{ve
shall not 'appl.y to insurance under- 78/660/EEC shall not apply to in-

takings . : surance undertakings.
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Section 3

- Layout of thgfbalance;sheet

Article S Article 5

The Member States shall prescribe the

The Member States shall prescribe the ;
' following layout for the balance sheet:

following layout for the balance sheet:

Assets

A. Suoscribed capital unpaid

~

A. Subscr1bed cap1tal unpa1c

of uh1ch there has been called (unless
national lLaw provides that called-up
capital be shown under ‘Liabilities’
In ithat case, the part of the ‘capital
called but not yet paid must appear as
an asset either under A or under D.4)

Intangible assets

o L
as. described under assets headings B
and*C.I of Article @ of Directive
78/660/EEC, showing separately:

formation expenses, as defined by

national Law and in so far as
.nat1onal law permits the1r be1ng shown
as an asset

(unless national Law requires their
disclesure in the notes en the
accounts)

<gqodu1ll, to the extent that it was
acquired for valuable consideration
(unless national taw requires its
disclosure in the notes on the
accounts) '

Investments

I. Land and buildings:

- shohing separately land and buil-

" dings occupied by the insurance
undertaking for its own activities

II. Investments in affiliated under-
takings and participating interests:

'1. Shares in affiliated undertakings

}2. pebt securities issued by, and
Loans to, affiliated undertakings

. L ' . .
of whieh there has been called (unless
national law provides that called-up
capital be shown under ‘'Liabilities®.
In that case, the part of the capital
called but not yet paid must appear as
an asset either under A or under D.4)

Intangible assets

as described under assets headings B’
-and €.I of Article 9 of Directive
78/660/EEC, showing separately:

formation and extension expenses, as
defined bynational Lawand insofar as
national Law permits their being shoun
as. an asset '

(untess mational law requ1res their
discltosure in. the notes on the

accounts),

‘goodwill, to the extent that it was
acquired for valuable consideration
(unless national Law requires its
disclosure in the notes on the
accounts).

Investments

I. Land and buildings:

showing separately land and buil-
dings occupied by the iasurance under-
taking for its own activities (in-
cluding the apportioned values of Land
and buildings partly so occupied) un-
Less national law requires their dis-
closure in the notes on the accounts.

II. Investments in affiliated undertakings

and participating, interests:
1. Shares in affiliated undertakings

2. Debt securities issued by, and
Lloans to, affiliated undertakings



3. Participating interests

4. pevt securities issued by, and

loans to, undertakings with which
the insurance undertaking is lin-

ked by virtue of a participating
interest

I11I1. Other financial investments:

‘1. Shares and other variable-
yield securities

2. Debt securities
3. Loans guaranteed by mortgage
4. Other loans ’

5. Deposits with credit insti-
" tutions

IV. Investments for the benefit of life

insurance policy holders who bear
the investment risk

V. Own shares (with an indication of

their nominal value or, in the ab-
sence of a nominal value, their ac-
counting par value) to the extent
that national law permits their be-
ing shown in the balance sheet.

V1. Deposits with cedant undertakings

Debtors

1.

Debtors arising out of direct insu-
rance operations, with a separate
indication of amounts owed by:

a) affiliated undertakings

b) undertakings with which the in-
surance undertaking is linked
by virtue of a participating
interest

Debtors arising out of reinsurance
operations, with a separate indi-~
cation of amounts owed by:

a) affiliated undertakings

b) undertakings with which the in--

surance undertaking is linked
py virtue of a participating
interest

o
»

-104 23

3. Participating interests

.. Debt securities issued by, and
loans to, undertzkings with which
the insurance undertaking is lin-
ked by virtue of a participating
interest

I1I. Other financial investments:

1. Shares and other variable- -
yield securities

2. Debt securities

3. Partiéipatian in investment pools
4. Loans guarénteed by mortgage

S. Other loans -

6. Deposits with credit institutions

'IV. Deposits with cedant undertakings:_

Investments for the benefit of Life in-

surance policy holders who bear the in-
vestment risk

‘Debtors

For items I, II and ]II1I, a separate indica~-

tion must be:gjven.o? amounts ewnedigx :

- affiliated undertakings

- undertakings with which the in-
surance undertaking is linked
by virtue of a participating
interest

I. Debtors arising out of direct insu-
rance operations ’

1. Policyholders

2. Agents

3. Other debtors arising out of direct
insurance operations




-11-

3. Other debtors, with a2 separa2te indi-

cation of amounts owed by:

2, zfii‘zzec Lnderzzki~cs

5) undertakings with which the insu-
rance undertaking is linked by
virtue of a participating in- -
‘terest.

4. Subscribed capital called but not paid
(unless national law provides that
called-up capital be shown as an
asset under A)

Tangible assets and consumables

1.

2.

Tangible assets as listed under assets -

heading € Il of Article 9@ of Directive
78/660/EEC, other than Land and buil-
dings : ' C

Consumables

Cash at .bank and in bana

Prepavments and accrued income

1.
2.

3.

Accrued interest andvrenf

peferred acquisition costs
(distinguishing those arising in non-
tife and life insurance business)

Other prepayments and accrued income

Loss for the financial vyear

(unless national law provides for it
to be shown under A.VI under
"Liabilities').

F.

k-1

I1. bebtors arising out of rein-

surance operations .
I11. Other debtors ’

IV. Subscribed capital called but.not
paid (unless national Law -provides
that called-up capital be shown as
an asset under A)

Other assets

I

G.

I. Tangible assets as listed under )
assets heading C Il of Article 9c:
Directive 78/660/EEC, other than
land and buildings

II.
II.

Cash at bank and 4in hanc -

Own shares (with an indication of
their nominal value or, in the
absence of a nominal value, their
accounting par value) to the extent
that national law permits their be-
ing shown 1n the balance sheet.

r

Prepayments and accrued income
1.
2.

Accrued interest and rent

Deferred acquisit%on costs
(distinguishing those arising innon
Life and. Life insurance business)
3. Other prepayments and accrued income

toss for the financial year

(unless national law nrovides for it
to be shown under A.VI under
'"liabilities').
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A. Capital anid reserves

NI

1. Subscribed Lﬂpll’.‘ll
~{unless national law provides for called-up capltal to be
shown under this item. In that case, the amounts of sub-
scribed capital and paid-up »apltal must be shown separ-
ately) .

L \t haersiwed capaia: IR
undess naremal e e LY -
showsn under this e .
scribed capiral and '~..|d up ;ap

_atély)

TN H TR FAAT RN SN T B

tal must be shown separ-

C - 11. Share premium account
I Share premium account ,
. 1. Revaluation reserve
III. Revaluation reserve

IV, Reserves
l\’. Reserves :

V. Profit or loss brought lorward
V. Proﬁt or loss brought lorward i

- L VL Profst or tass tor the :':'nn..-;f +
VL. Profit or loss for the fmanc:al vear - _'...:.‘.\ mzmonzi l1w s .= -
funless national law reguires tha: this item be s‘wr.\-.v.-: under H undes "Assers” ur under H ondes L _-,;-,,!,,,_“ .

H undes "Assess” or vader H uncer "Lizbuiines”

B. Subordinaied liabilsiics
Subardinated liabilities

D . C. Technical provisions
Technical provisions .
. . 1. Unecarned premiums {and unexpired nisks)

T M ’ . ‘e . .

1. Jnearned premiums {and unexpired risks) o
(a) gross amount

.4) gross amount

{b) reinsurance amount (=}

(b) reinsurance amount {—)

»

~ = Lie iosvrance provisions

Lade msurance provisions
. a0 Lrees antognst

{a} nro<. amounr

B ‘b reinsurance amount (—)
by reinsurance smoune (- :

— showi ing separarely the amounts in respect of contracts
under which the polic: holder bears the investmen: risk
. A0 Clame vutstanding
s outstanding

(a) gross amount

L) grass amount

(b} reinsurance amount (—

(hi ramsurance amount ¢ --

4. "I’(l\'l\;lll‘ f(ﬂ' b N
" fon nuses and rehates un i i
Provision for bonuses and rebaces B
shown under € 2.
‘ 0 Rrieas tmican
La; gross amoye . ey
b rensor
. - Tance amoun: f—
(b) reinsurance amount (=) ) T
o Fquabicaien prov
o - . Rt anog provisions re d by
Fqualizarion provisions required by national law ' sy naonalla
6.

: Other echnie isi
M . . ‘a .y
\)!hc:r rcchmc:\l provisions I provisions

(a) gross amount (a} gross amount

| {h) reinsurance ; -
o wowsmon o e amount (- )




n.

G.

H.

Provisions farother liabilities and charges
1. Provisions for pensions and similar obligations

2. Provisions for iaxation

‘3. Qeher provisions

Deposits wwithheld front reinsurers

Creditors

(for each of the following items, a separate indication must be
given of amounts owed to: ) : ’

{a) affiliated underuakings

{b) undertakings with which the insurance undertaking is linked
by virtue of a participating intérest)

1. Dcbenture loans, showing convertible loans separatcly

2. Amounts owed to credit institutions

3. Creditors arising out of direct insurance operations

4. Creditors arising our of reinsurance opcracions .

in

Other creditors. including tax and social securiry
Accruals and deferred income

Profit for the fina:cial year
funicss narional law provides for it 1o be shown under A VI
under “Liabilities” :

-13-

Unchanged

3o



Article 6

Articles 11, 12, 27, 44, 47 (2) and (3)
and 51 (2) of Directive 78/660/EEC shall
not apply to insurance undertakings.

-4~

Unchanged

Article 6

21



Article 7

The provisions of Article 14 of Directive
"78/660/EEC shall not apply to those com-
mitments which are taken into account in
determining the amount of the technical
provisions. :

15- EP)

Article 7

The provisions o? Article 14 of Directive

. 78/660/EEC shatl not apply to those com-

mitments which are linked to the normal

activity of insurance. :



SECTION 4

-16- 3 3

Special provivions relas 1o cortain balance sheet iteme

A=icle 8

1. Article 15 (1) and (2) of Dirccrive 78/660/FFC
shall not apply to insurance undertakings. -

2. The requirements of paragraph 3 of the above-
mentioned Article shall apply to each item of B, C and
E. 1 under “Asscts’ in the-layout presceribed in Arrticle S.

Article 9
Assets: item C.111.2
Debt securities -
1. This item shall comprise negotiable fixed-interest

' Y securities issued by credic institutions, by other
«.dertakings or by public bodies. in so far as they are
not appropriate to asset items C.11.2 and C.1L4.

2. Sccurities caerving interest rates that vary in line
with specifi¢ factors, for example the interest rate on
the inter-bank marker or on the Furomarket, shall alse
be regarded as fixed-interest debr securitices.

Article 10
Assets: item C.IIL.3 and 4

Loans guaranteed by mortgages and other loans

Loans to policy holders for which the policy is the main
security shall be included under the heading of ‘Other
loans® and their amount shall be disclosed in the notes
on the accounts. Loans guaranteed by mortgages shall
be shown as such even where they are also secured by
an insurance policy. Where the amount of "other loans’
not secured by a policy is significant an appropriate
I akdown shall be given m the notes on the accoums.

-4:""(.'[(' 11
Assets: itcems CHLSand ¥ .

Deposits with credit institutions

Cash at bank and in"hand

Jdeposits with credin institurions’ comprises anounts
1¢ withdrawal of which is subject to a time restriction,
rhereas sums deposited. with no such restricrion shall
ppear under assets item F, even if they bear interest.

Article 8

unchanged

Article 9

unchanged

Article 10

Assers: item C111, -4 and 5

Loans guaranteed by mortgages and other loans

Loans to policy holders for which the policy is the main
security shall be included under the heading of *Other-
loans® and their amount shall be disclosed in the notes
on the accounts. Loans guaranteed by mortgages shall
be shown as such even where they are also secured by
an insurance policy. Where the amount of ‘other loans’
nat seeured by o policy is significant an appropriate
breakdown shall be given in the notes on the accounts.

Article 11

Assers: items .11 6 and F I

Deposits wath credit institutions

Cash at bank and in hand

*Depasits with credit institutions” comprises amounts
the withdrawal of which is subjecr to a time restricrion, -
whereas sums deposited with no such restriction shall
appear under assets item F, even if they bear interest.



Arccle 12
Assets: irem CV

Investments for the benefie of life insurance pnlu.\ haol-
ders who bear the investment rlsL

Investments for the henefit of life insurance poliey hol-
ders who bear the investment risk shall comprise the

amount of all investments which the insurance under-

taking holds by virtue of its commitment under life

insurance contracts the benefits of which are expressed

by reference to the value of those investments. Pending
further harmonization. Member States may however
require or permit insurance undestakings 1o include
such investments under the headings where they would
appear but for the provisions of this Article. Where use
is made of rhis oprion the amount of such investments

under cach of the respective headings shall be sep lr.ucl\

disclosed.

Article 13
Asscts: item C.VI

Deposits wirth cedant undertakings -

In the balance sheet of an undertaking accepting rein-
surance, this item shall comprise amounts deposited
with, or withheld by, other insurance undertakings
under insurance contracts. These amounts may not be
merged with other amounts owed by or to the other
undertakings in question. .
Securities deposited with cedant undertakings which
remain the property of the undertaking accepting rein-
surance shall not be shown here but under the appropri-
are heading for the type of asset in question.

Article 14
" Assets: item G}

Accrued interest and rent

Accrued interc.  and rene shall comprise those items
that represent interest and rent that have been camed
up to the date of the balance sheer but have not yet
become receivable. .

Assers: item

Investments for the benefit of life insurance policy hol-
ders who bear the investment risk .

Invesements for the benefit of life insurance policy hol-
ders who bear the investment risk shall comprise the
amount of all investments which the insurance under-
raking holds by virtue of its commitment under hfe
insurance consracts the benefits of which are expressed
by rcfcrcnu. ta the value of those investments.

“Article 13
Assets:item € IV

Dcpdsits with cedanr undertakings

In the balance sheer of an undertaking accepting rein-
surance, this item shall comprise amounts deposited
with, or withheld by. other insurance undertakings
under insurance contracts. These amounts may. not be
merged ‘with other amounts owed by or to the other
undertakings in question.

Sccurities deposited with cedant undertakings which
remain the property of the undertaking accepting rein-
surance shall no: be shown here but under the appropri-
ate heading for the tvpe of asser in question.

Article 14

unchanged



Article .15.
Assets: item G.2
Deferred acquisition costs

‘Deferred acquisition costs shall com-
prise the amount of expenditure incur-
red on the acquisition of insurance
business premium income which relates
to a subsequent financial year or years
having regard to the period to which
the individual contract relates. Member
States may prohibit the deferral of
such amounts in life insurance business;
any such prohibition must be disclosed
in the notes on the accounts.

Where: the zillmerization of Llife insu-
rance contracts results.in a negative -
amount in respect of particular contracts
the total of such negative amounts shall
be included in deferred acquisition costs
and disclosed in the notes on the accounts.

18- 25

Article 15
Assets: item G.2
Deferred acquisition.costs
k1) Deferred acquisition costs shall com—
prise the amount of expenditure incur-

red on the acquisition of insurance
business premium income which relates

" to a subsequent financial year or years

having regard to the period to which
the individual contract relates.

(2) Member States may prohibit the deferral
of such amounts in life insurance business;
any such prohibition must be disclosed in
the notes on the accounts.

Where the zillmerization of Life insurance
contracts results in a negative amount in ..
respect of particular contracts the totatl
of such negative amounts shall be included .
in deferred acquisition costs and disclosed
in the notes on the accounts.

where the deferred acquisition costs of Llife
insurance contracts is computed seperately
from the Life insurance provision and
exceeds the said provision the excess shall
be disclosed in the notes to the accounts.




Article 16
Liabilities: item A.I
Subscribed capital

This item shall comprise all amounts, ir-
respective of their actual desigriations,
which, in accordance with the legal struc-
ture of an insurance undertaking, are re-
garded under the national law of the Mem-
ber State concerned as equity capital
subscribed by the share-holders or other
proprietors. ’

-19- 3¢
Article 16
Liabilities: item Al

Sﬁbscribed capital

This item shall comprise all -amounts, ir-

- respective of their actual designations,

which, in accordance with the legal struc-
ture of an insurance undertaking, are re-

. garded under- the national law of the Mem-

ber State concerned as equity capital
subscribed by the share-holders or other
persons. : '



Arsicle 17
Liabilities: item :.\.l‘\'
Reserves
Rcscrvcs' shall comprisc all the .typcs qurcscr\'cs listed

in Article 9-of Directive 78/660/EEC under “Liabilities®
A.lV, as defined therein, The Member States mav also

" require other types of reserves if necessary for insurance .

undertakings the legal structures of which are not
covered by Directive 78/660/EEC.

These reserves shall be shown separately, as sub-items
to ‘Liabilitics' item A.1V, in the balance sheets of the
insurance undertakings concerned, excepr for the
revaluation reserve, which is shown under *Liabilities®
item ALl ’

-20-

Article 17

3

Liabilities: item ALV

Reserves

Reserves shall comprise all the tvpes of reserves listed
in Article 9 of Dircctive 78/660/FE.C under *Liabilities',

~, AV, as defined therein. The Member States may aléo

reguire other types of reseeves if necessary for insurance
undertakings the legal structures of which are not
covered by Directive 78/660/EEC.

Reserves shall be shown separately, as sub-items

to ‘Liavivlities” item A1V, in the balance sheets of the
insurance  undertakings concerned, except for the
revaluanion reserve, which is shoawn under “Liabilities®
iem AL



Liakalities: wrem 1
¢ . . . .
Subaordinared labilitics

thrc it has been Lomrngru:l'- ngrccd th'n in the cvent
. . Naches e
ha W e o

afrer H all other :redivors have Bezn met.
the Ilab:hm: in question shall >z shown undc:' Liabilit-
ics” irem B,

Arzicle i9
Liabilities: item C
Technical provisions
Arricl;' 20 of Directive 75660 EEC shall not apply to

the technical provisions disclosed under “Liabilities’
item C.

Article 20
Liabilities: jtem C
Reinsurance.amounr {deducrion:

The reinsurance amounts shall be determined in accord-
ance with the stipulations of the reinsurance contracts.

Arzicle 2!
Liahilirics: item C. 1
Unearned premiums

Unearned premiums shall comprise the amount repre-
senting that pare of gross premiums written which is to
be aliocared 10 a subsequent financial vear or sub-
sequent financial vears. In the case of life insurance
Member States may. pending further harmonization,
permit of require the uncarned premiums to be included
in the life insurance provisions.

Article 22
Liabilicies: e Coa {or CoI®

Unexpired risks

Unexpired nisks shall comprise the amount set aside in
addidiun o uncarned premiums in respect of risks to
be borne by the insurance underzaking after the end of
the financial vear. in order to provide for all claims and
expenses inconnection with insurance contraces in force
in excess of the related uncarned premivms and any
premiums receivable on those contracts. The amount

-29- unchanged -

Article 19
unch;nged

Article 20

unchanged

Article 21

unchanged

Article 22

unchanged
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ed risks shall be included in the’
al pm\'iqnnsf ar cEabilities?
ation provides that o

provided for unexpired
amount for “other t""f'h""i' P
i :ss national legis . .
l:;:rl,l ch:cb'u?‘?l:i ro uncarncd premiums as defined
Article 21 and included in the amount dusc'h'ﬁcd a
*Liahilities” item C.1, in which case the description of
hat item shall be “unearned premiums and uncqucd
risks'. In either casc, whgere the amount ot _uncxplrcd '
risks is material it shall pe separately disclosed cither
in the halance sheer or indthe notes on the accounts,

. Article 23

Liabilities: item C.2 ’ .
Life insurance provisions

The life insurance provisions shall comprise the acruari-
allv estimated value of the liabilities net of futare pre-
miums in respect of Tife direcr msurance and renisarance
contraces. Negative amounts resulomg from che 2illlmer-
ization of life insurance provisions shall be disclosed in
accordance with the provisions of Article 15,

‘Article 24

Liabilities: item C.3
Claims ourstanding

1. The provision for claims ourstanding shali be the
toral estimated ulrimate cost ro the insurance undertak-
ing of screling all claims arising from cvenrs which have
occurred up to the end of the financial vear, whether
reported or not less amounes adlready paid in respect
of such claims.

2. The provision created through the applicanon of

Mecthods 1 or 2 described in Arricle 40 (1) shall be
included in the provision for claims outstanding. The
amount so included shall be disclosed in the notes on
the accounts. .

Af’ic'l(’ 25

Liabiliries: item C.4

Provision for bonuses and rebates

The provision for bonuses and rebates shall comprise
amounts inrended for policy holders and other insured
partics by way of bonuses and rebares as defined in
Article 34 to the extent rthat such amounts have not
heen actribured to individual policy holders or other
insured parties through inchision in the life insurance
technical provisions shown under “Liabilities" srem €2
or otherwise.

39

Article 23

'unchanged

Article 24

unchanged

Article 25

unchanged



Article 26
Liabilities: item C.5

Eouzlizatior z-ovisiorns rezuired o

national law

The amount shown under 'Liabilities'

item (.5 shall comprise any amounts set

aside in compliance with legal pro-
visions to equalize fluctuations in
loss ratios in the coming years.
Amounts set aside for similar pur-
poses other than by virtue of a legal
requirement shall be separately dis-
closed under 'Liabilities® +item A.IV.
Member States may however permit or
require them to be included in ‘other
technical provisions' at 'tLiabilitics'
item C.6, in which event their amount
shall be disclosed in the notes on the
accounts i1f it is material.

n
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Article 26
Liabilities: item C.5

Ecuglizziicr srovisiors recuiced by

national law

The amount shown under 'Liabilities!

item C.5 shall comprise amy amounts set
aside in compliance with legal or sta-
.tutory provisions to egualize fluctuations
in loss ratios in the coming years. The
provisions set up for a similar purdggg
for special risks should also figure
amongst these equalization provisions.

Amounts not set aside for equalizing fluctuations
in Loss ratios by virtue of a Legal requirement
shall be separately disclosedunder 'liabilities’
item A IV. Member States may however permit
or require them to be included in "other
technical provisions' at ‘'Liabilities'
jtem C 6 in which event their amount shall
be disclosed in the notes on the accounts
-3f it is material.



Article 27
Liabilities: stem F

Deposits withheld from reinsurers

In the balance sheet of an undertaking ceding rein-
surance. this item shall comprise amounts deposited by,

_or withheld from, other insurance undertakings under-

reinsurance contracts. These amounts may not be mer-
ged with other amounts owed to or by the other nnder-
takings in question. ' ’

Where the undertaking ceding reinsurance has received
as a deposit seeurities which have been transferred to
its ownership, this irem shall comprise the amount
owed by the cedant undereaking by virtue of the deposit,

24—

Article 27

unchanged

Y-
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Section 5

Laycut.of the profit ang Loss account

" Article 28

1. The Member States shall prescribe the
layout provided in Article 29 for the
profit and lecss account.

2. The technical account for non-Life-
insurance business is to be used for
those classes of direct insurance which
are within the scope of Directive
73/239/5EC and for the corresponding
classes of reinsurance business.

3. The technical account for Llife in-
surance business is to be used for those
classes of direct insurance which are
within the sctope of Directive
79/267/EEC and for the corresponding
classes of reinsurance business.

Artdcle 28

1. The Member States shall prescribe the
layout provided in Article 29 for the
profit and loss account.

2. The technical account for non-Life-
insurance business is to be used for
those classes of direct insurance which
are within the scope of Directive
73/239/EEC and for the corresponding
classes of reinsurance business.

3. The technical account for Llife in-
surance business is to be used for those
classes of direct insurance which are
within the scope of Directive

79/267/EEC and for the correspondina
classes of reinsurance business.

4. Member States may allow or reqguire .

‘undertakings whose activity consists

wholly or principally of reinsurance

to .use the technical account for non-

life insurance business for all their

business. This shall also apply to under-

takings writing direct non-life insurance

only and also reinsurance.
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Article 29

Y3

.Profit and loss account

I. Technical account - Non-Life-insurance
business '

1. Premiums:

a)
b)
c)

d)

gross premiums written

outgoing reinsurance premiums (=)

change in provision for unearned

premiums, net of reinsurance
(+ or =) :

earned premiums (result of a), b)
and c¢))

Other technical income

Claims 1incurred:

a)
b)

)

d)

gross claims paid

amounts recoverable from rein-
surers (=)

change in provision for claims,
net of reinsurance (+ or -)

net claims incurred (result of
a), b) and ¢))

Changes in other technical provi-
sions, net of reinsurance:

al

b)

c)

change in unexpired risks pro-
vision (+ or =)

changes in other technical pro-
visions (not shown under other
headings) (+ or -)

result of a) and b) (+ or =)

.I. Technical account - Non-life-insurance
business

1.

2.

Premiums:

‘a)

b)
c)

d)

gross premiums written
outgoing reinsurance premiums (=)

change in provision for unearned
premiums, and insofar as national

~ legislation authorizes, the entry

of this provision in Liabilities
under C 1, the unexpired risks

provision (+ or =), net of rein-
surance ' :

of aJ), b)

earned premiums (result
and c¢))

Other technical income, net of rein-
surance :

3. Allocated investment return (+)
(II1 (8))

4. Claims incurred:

al

b)

c)

claims paid

aa) gross amount .

bb) amounts recoverable from re-
insurers (=)

cc) net amount (result of aa) and

bb))

change in provision for claims,
net of reinsurance (+ or =)

net claims incurred (result of
a) and b))

Changes in other technical provi-
sions, net of reinsurance:

al

b)

c)

change in unexpired risks pro-
visions (unless it is included
under 1 ¢) (+ or -)

changes in other technical pro-
visions not shown under other
headings (+ or =)

result of a) and b) (+ or -)



5.

10.

11.

Bonuses and rebates

a) gross bonuses and rebates

b) amounts receivable from rein-
surers (=)

‘) not bonuses and rebates

S (a) - b))

Commissions and other technical charges:

a) commissions
b) administrative expenses

c) commissions and profit participation
from other insurance undertakings
(=) .

d) variations in deferred acquisition
costs "(+ or =)

e) net amount of commissions and
other technical charges (result of
a), b), ¢) and d))

Other technical charges, net of re-
insurance

Subtotal (first technical result)

Changes in equalization provisions
and reserves:

a) changes in legally prescribed
equalization provisions (+ or =)

b) changes in other equalization pro-
visions and reserves (+ or =)

c¢) result of a) and b)

Allocated investment return (+)
(I11.10)

Subtotal second technical result
(I1I.1)
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6.

Yy

Bonuses and rebates, net of reinsurance

a) Bonuses, net of reinsurance

b) Rebates, net of reinsurance

Operating expenses

a) Acquisition costs
thereof: provisions

b) administrative expenses

¢) Commissions and profit participation
from reinsurance undertakings {(-)

d) variations in deferred acqu151t1on
costs (+ or =)

e) Operation expenses, net of reinéu-
rance (result of a), b), c3 and d))

Other technical charges, net of rein-
surance . -

Subtotal (first technical result)

Changes in equalization provisions
and reserves

a) changes in legally or statutorily
prescribed equalization provisions
(+ or =)

b) changes in other equalization pro-

11.

visions and reserves (+ or =)

c) result of a) and b)

Subtotal (second technical result)
(III.1)



II.

1.

10.

Technical account - Life insurance

business

Premiums:

‘a) gross premiums written

b) outgoing reinsurance premiums (=)

¢) change in provisions for unearned
premiums, net -of reinsurance (+ or =)

d) earned premiums (result of a),.b)
and ¢))

Income from partic{pating interests,
with a separate indication of that
derived from affiliated undertakings

Income from other investments, with a
separate indication of that derived
from affiliated undertakings:

a) income from land and buildings

b) income from other investments

c) result of a) and b)

Profit on the realization of investments
Value adjustments on investments
Unrealized gains on investments

Other technical income

Subtotal: total technical income

Claims dincurred
a) gross claims paid

b) amounts recoverable from re-
insurers: (=)

c) net claims incurred (result of
a) and b))

Changes in technical provisions, as
far as not shown under 1 ¢)
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II.

ys

Technical account - Life insurance

business

"Premiums:

a) gross premiums written
b) outgoing reinsurance premiums (=)

¢) change in provisions for unearned.
premiums (+ or =)

d) earned premiums (result of a), b)
~and c¢))

Investment income

a) income from particﬁpating interest,
with a separate indication of that
derived from affiliated undertaking

b) income from other ihvestments; with
a separate indication of that de-
rived from affiliated undertakings

aa) income from land and buildings

bb) income from other investments

" ¢£) value adjustments from investments

d) profit on the realization of invest-

ments

Unrealized gains on investment
Other technical income

Subtotal: total technical income

Claims incurred

a) claims paid
aa) gross amount
bb) amount recoverable from re-
insurers (-)

¢c) net amount (result of aa) and
bb))

b) change in provision for claims,
net of reinsurance (+ or =)

¢) net claims incurred (result of
a) and b))

Changes in technical provisions, as
far as not shown under 1 ¢) or 6 b)



1.

12.

13.

14.

15.
16.

17.

a) life insurance provision, net of
reinsurance (+ or -)

b) other technical provisions, net of
reinsurance (+ or =)

Bonuses and rebates:

a) gross bonuses and rebates

b) amounts recaivable from re-
insurers (=)

¢) net bonuses and rebates (a) - b))
Commissions and other technical
charges:

a) commissions ,

b) administrative expenses

¢) commissions and profit partici—- ]
pations from other insurance under-
takings (=)

d) variations in deferred acquisition’

costs (+ or -)

e) net amount of commissions and other
~ technical charges (result of a) b),
c) and d))

Investmént charges:

a) charges, including interest, re-
lating to Lland and buildings -

b) other investment management charges,
including interest

Losses on the realization of invest-
ments

Value adjustments on investments
Unrealized losses on investments

Other technical charges
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10.

12.

U6

a) Life <insurance provision, net of
reinsurance (+ or =)

b) other technical provisions, net of
reinsurance (+ or =)

Bonuses and rebates, net of reinsurance

a) Bonuses, net of reinsurance

b) Rebates, net of reinsurance

Operatiﬁg exﬁenseé

a)‘acquisition costs (thereof pro~-
visions) -

b) administrative expenses

¢) commissions and profit participatipn
from reinsurance undertakings (-)

d) variations in deferred acquisition -
~costs (+ or =)

e) operating exﬁenses, net of rein-
" surance (result of a), b), ¢) and
d))

Invesfment charges:

a)fcharges, including interest,
lating to land and buildings

re-

b) other investment management charges,
including interest

¢) value adjustments on investments

d) losses on the realization of invest-
ments

11. Unrealized losses on investments

Other technical charges



18.
19.
20.

21.

Subtotal: total technical charges
Subtotal (first technical result)

Allocated investment return (=)
(111.9)

‘Subtotal (second technical result)

(111.2)

s | q;)

13. Allocated investment return trans-
ferred to the non-technical account
(III.5) (=)

_ 14, Subtotal: technical result (III.2)




10.

M.

12.

13.

-391=-

. Non-technicat account

Result of technical account - non-L1fe
insurance business (I 11)

Result of technical account = Life
insurance business (II 21)

Income from participating interests,
apart from that shows in the tech-
nical account, with a separate indi-

cation of that derjved from aff1L1ated'

undertakings

Income from other investments, with a
separate indication of that derived
from affiliated undertakings:

a) income from Land and buildings
b) income from other investments

Value ad]ustments on investments
(+ or =)

o

Investment charges:

a) charges, including interest, re-

lated to tand and buildings

b) other investment management
charges, including interest

Profits on the realization of in-
vestments
Losses on the realization of in-
vestments

Allocated investment return trans-
ferred from Life insurance technical
account (II1.20) (+)

Allocated investment return trans-
ferred to non-life-insurance tech-
nical account (I.10) (-)
Non-investment income

Non-investment charges, including

Tax on profit or loss on ordinary
activities

III.

1.

2.

13

Non-technical account

Result of technical account - non-lLife
insurance business (I 11)

Result of technical account - Life
insurance business (II 14)

Income from investment

a) income from participating inte-~
rests, with a separate indication
of that derived from aff1L1ated
undertakings

b) income from other investments,
with a separate indication of
that derived from affiliated
undertakings

aa) income from Land and bu1Ld1ngs
" bb) income from other 1nvestments

c) value adjustments on investments

- d) profits on thé realization of

investments

Unrealized gains on investments

Allocated investment return from
II 13 (&

Investment charges:

~a) charges, including interest, re-

9.

10.

11.

lating to land and buildings

b) other investment management
charges, including interest

c) investment value adjustments

d) losses on the realization of
investments

Unrealized lLosses on investments

Allocated investment return (I 3)

Other income

Other charges, including value ad-
justments

Tax on profit or loss on ordinary
activities



" 14,

15.
16.
17.
18.

19.

20.

Prof1t or Loss on ordinary activities
after taxation

Extraordinary incéme

Extraordinary charges
Extraordinary‘profit or loss

Tax on extraordinary profit or loss

Other taxes not shown under the -
above items

Profit or Loss for the financial
year

-32-
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Profit or loss on ordinary act1v1t1es

'after taxation

13.

14.

-15.

16.
17.

18.

Extraordinary income

Extraordinary charges

Extraordinary profit or loss

Tax on extraordinary -profit or ioss

Other taxes not, shown under the’
above items

Profit or loss for the financial
year




A=.378 (8inrtZe. 2ICcLrmt

Special provisions rele

Life technical account item II.1 (a)

Gross premiums written

1.

Article 28 of Directive 78/660/EEC

shall not epply to insurance under-
takings.

Gross premiums written shall com-
prise alt amounts received and re-
ceivable in respect of insurance
contracts issued by or on behalf
of the insurance undertak1ng, in-
cluding:

2) single premiums, inclusive of
annuity considerations;

b) additions to premjums in the
case of semi-annual, quarterly
or monthly payments and re-
coveries from policy holders
of expenses borne by the com-
pany;

c¢) in the case of coinsurance, the
insurance undertakings's por-
tion of total premiums (exclu-
ding premiums to be allocated
to coinsurance partners);

-3~

So

Section 6

;ing to certain items in ‘the profit and loss account

\

Lrticle 30

Hon-lLife technical a::zu-~: item I.7 (a)

Life technical account item 11.1 (a)

Gross oremiums written

1. Article 28 cf Directive 78/660/EEC
shall not apoly to insurance under-
takings.

2. Gross premiums written shall com~-
prise all amounts received and re-
ceivable in respect of insurance
contracts issued by or.on behalf.
of the insurance under;ak1ng, in-
cluding:

a) single premiums, inclusive of annuity
considerations, also in Llife in-
surance single premiums resulting
from bonus and rebate provisions
insofar as they must be considered
as premiums on the basis of con-
tracts and where national legis-
lation prescribes or authorizes their
entry under premiums.

b)Y additions to premiums in the
- case of semi-annual, quarterly
cr monthly payments and re-
coveries from policv holders
of expenses borne by the com-
pany;

¢) in the case of coinsurance, the
insurance undertakings's por-
tion of total premiums (exclu-—-
ding premiums to be altocated
to coinsurance partners);



d) reinsurance premiums in resoect of

business acquired from ceding com-

panies;

after deduction of cancellaticms and

‘of taxes and paratiscal contributions
or levies charged by reterence to the
amount of individual premiums or the

volume of premiums.

Sk -

5

d) reinsurance premiums in respect of’
busiress acquired from ceding com-
panies;

after deduction of cancellétions and

ol Luxes and parafiscal contributions
or levies charged by reterence to the
amount of individual premiums or the

volume c¢f premiums.
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.4r.'{dr' 3!
Non-life réc-hnical accowat item L b
Life technical account irem 1101 (b
Qutgoing reinsurance premiums

Quigoing reinsurance premiums shall comprise all
amounts paid and pavable in respect of outgoing rein-
surance contracts entered into by the insurance under-
taking.

Article 32
Non-life rechaical account item 1] ¢
Life technical account item 11,0 (¢}

Change i provision for uncarned premiums, net of
reinserance

The change in rhe provision for unearned premiums.
net of reinsurance, shall comprise the  difference
between the provision for uncarned premiums at the
beginning of the financial vear and av s end, and shall
not include the change in the provision for unexpired
risks. Pending further courdinarion, Member States may
m the ase of life insorance require o permi the change
in unearned premiums rto be included in the change n
the life insurance provision,

S

Article 31

unchanged

Article 32

unchanged



Article 33
Non-lifz rechnical account: item 1.3
Lite teeknical accauni! item (LY

Claims incurrd

1. Claims incurred shall comprise all amounts paid
and payable, after taking into account provisions made
in previous years, in respect of liabilities arising. in
relation to events occurring up to and including the
balance sheet date. The amounts in question ‘include
" annuities, surrenders, adjustments of claims in respect
of previous years still outstanding at the balance sheer
date, losses incurred but not reported, external and
‘nrernal direct and indirect claims settlement costs and
- :ntries and withdrawals of loss-provisions to and from
- zed’ ~g insurance undertakings and reinsurers. Amounts
" ec. cd or receivable as a result of obraining the legal
»  ship of insured property or acquiring the rights
>f tne pblicy holder against third parties in connection
vith the sertlement of a claim (salvage and subrogarion)
hall be deducted. Where such amounts are material
hey shall be disclosed in the notes on the accounts.

Where the amount of adjustments of ciaims in
=spect of previous years still outstanding art the balance
heer date is marerial, it shall be disclosed in the notes

" n the accounts. .

S3

Article 33

Non-ii‘e technical account: item 14
1.:fc rechnical account: item 11 6

O ams incurred

1.  Claims incurred shall comprise all amounts paid

and payable, after taking into account provisions made
in previous years, in respect of liabilities arising. in
relation 16 events occurring up to and including the
balance sheet date. The amounts in question include
annuities, surrenders, adjustments of claims in respect
‘of previous years still outstanding at the balance sheet
date, losses. incurred but not reported,.external and
internal direct and indirect claims settiement costs and.
entries and withdrawals of loss-provisions to and from

ceding insurance undertakings and reinsurers. Amounts
received or receivable as a result of obtaining the legat
ownership of insured property or acquiring the righte
of the policy holder against third parties in connection
with the scttlement of a claim (salvage and subrogation)
shall be deducted. Where such amounts are marerial
they shall be disclosed in the notes on the accounts.

2. Wherc the amount of adjustments of claims
in a oiven class in respect of previous

years still outstanding at the balance
sheet date is material, it shall be

disclosed in the notes on the account




Article 34

Rlon-life technical account: items 1.5
Life technical account: item [1.11

Bonuses and rebates

Bonuses shall comprise all amounts chargeable for the
financial year which are paid or payable to policy
holders and other insured parties or provided for their
benefit, including amounts used to increase technical
provisions or applied to the reduction of future pre-
miums, to the extent that such amounts represent an
allocation of surplus or profit arising on business as a
whole or a section of business, after deduction of
amounts provided in previous years which are no longer
required. .

Rebates shall comprise such amounts to the extent that
they represent a partial refund of premiums resulting
‘rom the experience of individual contracts.

¥ e material, the amount charged for bonuses and
‘hat charged for rebates shall be distinguished .in the
aotes on the accounts. ‘ .

Article 35

Non-life technical account: item 1.6 (a)
-ife technical account: item 11.12 (a)

—ommissions

Commissions shall comprise all amounts paid or pay-
able in respect of insurance contracts which constitute
a fee paid, otherwise than by virtue of a contract of
~ ~oloyment, for services rendered in respect of business
. .oduced to the insurance undertaking. They include
amounts paid to.agents and brokers but exclude
amounts paid to employees {such as members of the
direct sales force) acting in the ordinary course of their
service to the undertaking.

Article 36

Non-life technical account: ite.m 1.6 (b) -
Life technical account: item I1.12 (b) »

Administrative expenses

Administrative expenses shall include in particular
value adjustments on tangible assets other than land
and buildings and all staff costs, including commissions
paid to employees acting in the ordinary course of their
service to the undertaking, with the exception of staff
costs incurred in connection with claims settlement

and those that are properly charged under investment
expenses.
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- Article 34
Non-life technical account: items 16

Life technical account: item 13 8

Bonuses and rebates

Bonuses shall comprise all amounts chargeable for the
financial year which are paid or payable to policy
holders and other insured parties or provided for their
benefir, including amounts used to increase technical
provisions or applied to the teduction of future pre-
miums, to the extent that such amounts represent an.
-allocation of surplus or profit arising on business as a
whole or a section of business, after deduction of
amounts provided in previous years which are no longer
required. ) . :

Rebates shall comprise such amounts to the extent that
they represent a partial refund of premiums resulting
from the experience of individual contracts.

Where material, the amount charged for bonuses and
that charged for rebates shall be distinguished in the
notes on the accounts. :

Article 35§

7a)

Non-life technical account: item L

9a)

Life technical account: item 11

Commissions

Commissions shall ¢
payable for the conc
which constitute

© a fee paid, otherwise than by virtue of a contract of

employment, for services rendered in respect of business
introduced to the insurance undertaking. They include
amounts paid to agents and brokers but exclude
amounts paid to employees (such as members of the
direct sales force) acting in the ordinary course of their
service to the undertaking. .

Article 36

"Non-life technical acéount?_itcm 1. 7b)
Life technical account: item II. 9b)

Administrative expenses

Administrative expenses shall include in particular
value adjustments on tangible assets other than land
and buildings and all staff costs, including commissions
paid to employees acting in the ordinary course of their
service to the undertaking, with the exception of staff
costs incurred in connection with claims sectlement

and those that are properly charged under investment™
expenses.

.

omp&ise all.amounts paid or
Llusion of insurance contract



Article 37

Non-life technical account: ifcfn 1.10

cchmcal account: ircrh 111.10

Allocauon' of part of investment return to the non-life
techmcal account ..

investment return is allocated to the

count:'for: non-life-insurance business, the
Erom the' non-tcchmca] account.shall be deduct-
’edat item' 11110 and added at item 1.10. The reason for
tﬁe:allocanon 1nd the basis on which it is made must
bedisclosed in the notes on the accounts.

&P
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Article 37

Non-Life technical account:ﬁtem 13

Non+téchnical account:item III 8

Allocation of part of investment return
to the non~lLife technical account

Where part of the investment return shown
in the non-technical account is allocate
to the technical account for non-life in-
surance, the transfer from the non-tech-
nical account shall be deducted at item
III 8 and added to item I 3 . The reason
for the allocation and the basis on which
it is made must be disclosed in the notes
on the accounts.

That part of the investment income and
charges and of profits and lLosses on the
realization of investments disclosed in
technical account for Life insurance busi-
ness which is not used or set aside for
the benefit of policyholders and other insured
parties may be allocated in whole or in
part to the non-technical account, the
amount allocated being deducted at item
II_13 and added at item III 5. The reason
for the allocation and the basis on
which it is made must be disclosed in

the notes on the accounts.

Member States may fix the methods and
the basis for the transfer of allocated
returns from one part of the profit and
Loss account to another.
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Article 38

Life technical account: item I1-

Investment income, etc.

1. Inthe case of an undertaking carrying on only life
insurance business, all investment income and charges
and profits and losses on the realization of investments
shall be disclosed in the technical account for life
insurance business. .

~

In the case of an undertaking carrying on both
iife insurance and non-life insurance business, all invest-
ment income and charges and profits and losses on the
_realization of investments shall to the extent that they
are directly connected with the carrying-on of the life
insurance business be disclosed in the technical account
for life insurance business. '

3. Thart part of the investment income and charges
and of profits and losses on the realization of invest-
ments disclosed in the technical account for life
insurance business which is not used or set aside for

the benefit of policy holders and insured parties may

_be allocated in whole or in part to the non-technical
account, the amount allocated being deducted at item
11.20 and added at item II1.9. The reason for the allo-
cation and the basis on which it is made must be
disclosed in the notes on the accounts.

(§D)
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Article 38

Non-Life technical account: item I

Life technical account: item II

Investment income and charges

ALL income and charges from investments
together with profits and losses arising
from the realization of investments re-
Lating to non-Llife insurance shall be
indicated in the non-technical account

(2L1théscase of an undertaking carrying on

3

&)

only Llife insurance business, all in-
vestment income and charges and prof-
and Llosses on the realization of in-
vestments shall be disclosed in the
technical account for Life insurance
business.

In the case of an undertaking carrying
on both Life insurance and non-life
surance business, all investment income
and charges and profits and losses on
the realization of investments shall
the extent that they are directly con-
nected with the carrying-on of the

life insurance business be disclosed
the technical account for Life insurance

business.

Member States may also prescribe or

authorize the indication of income and

charges from investments together
with profits and losses arising from

the realization of investments accor-
ding to their origin, i.e. partly in

the technical accounts and partly in

the non-technical account depending

on -the allocation of these amounts te
the insureds' or the shareholders'

fund.



/.rticlc 39
Life technical account: items 1.6 and 16

Unrealized gains and losses in life insurance business

Variations in the amount of the difference between the
valuation of investments in accordance with current
. value and their valuation in accordance with the prin-
ciple of purchase price or production cost shall be
shown at items 11.6 and 16 only to the extent that
Article 43 (2) applies. .

40~

Afticlé 39
Life technical account: items® II 3 and 11 -

Unrealized gains and losses in life insurance business

Variat_ions in Fhe amount of the difference berween the
valuacion of investments in accordance with’ current
value and their valuation in accordance with the prin-
c;‘plc of purchase ;%ricc or1 {)roduction cost shall be
shown at jtems II.3 and only to the ext

Article 43 (2) applies. - d ent. thar




~ SECTION7

Valuation rules

Article 40

1. Pending further coordination Member States may (1) unchanged .

i i icati following
require or permit the application of the
rleagthods whfrc. owing to the nature of the class or type

. of insurance in question, information about premiums
receivable, claims payable,or.both, forthe undcrwntmgl .
year is insufficient ar the time at which the am.'\ua
accounts are drawn up, to enable accurate estimates €0

be made.

Method 1

“The excess of the premiums received over the claims
and expenses paid in respect of contracts commencing
in the underwriting year forms a technical provision,
which in accordance with Article 24 (2) is included in
the technical provision for claims outstanding shown .
in the balance sheet at ‘Liabilities’ item C 3. The amount
of this technical provision is if necessary increased to
-make it sufficient to meet present and furare obli-
gations. No amount in respect of the contracts in ques-
ton is included in the technical provisions for unearned
premiums and unexpired risks referred to respectively
in" Articles 21 and 22. The technical provision formed
in accordance with this method is replaced by a pro-
vision for claims outstanding estimated in the usual
manner at the end of the year following the underwrit-
ing year or at the end of a later year.

Mecthod 2

The rules of Method 1 apply, excepr that the technical
provision referred to in the first sentence of the descrip-
‘tion of that method is calculated as a particular percent-
age of the premiums receivable. , .

Mecthod 3

The figures shown in the whole of the technical account
or at certain items within it relate to a year which
wholly or partly precedes the financial year.

The amount of the technical provisions shown in the
annual accounts is if necessary increased ro make them
sufficient to meet present and future obligations.



: method refarred o in Dr.ra"r"nh
be zpplied sy

the assats, liab
58, with parha .
n the ; "'sa.'..s for uneamed’
claims ou:s:ar.éing Where Vc;nocs 3
4 or 2ars ; z..d the iength ¢f time tha ¢ clapses before 2
_ provision for c!nms omsta*dmz is C”atcd on the usuval
basis shaii be disclosed in the notes on the sccounts.
Where Merhod 3 is used, :hz lengrh of time by which
© the yaar ¢ which the figerss relate precedes the finan-,
cial year shail be discicsed in the notes on the zccounss.

3.  Where Mecthods 1 or r 2 are used, a provxswn for
claims outstanding shall be created on the usual basis
not later than the end of the third year following the
undcrwntmg year. Where Method 3 is used, the length

. of time by which the year to which the ﬁgurcs relate

precedes the financial year shall nor exceed 12 months.

4. For thc purposes of this Article the expression
‘underwriting year' means the_financial vear.in. which

"the insurance contracts in the class or type of insurance
in qucsnon commenced.

stemazicaily in suc;;ss”:' - ‘f 2 -

3)

)

situation and the profit

“Where -3 meéthod 'referred to in para- E,;
'graph A *s.adopted, it shall be appl1ec

svst ceesive years:
unizss iustity a chenge,
The use cF method shall be dis--
closed in the notbs on -the accounts
together with an esxpilanaticn of the

reasons for it; in the event of 2
change of the method applied, its
effect on the assets, the Tinancial .
or loss shalt
be indicsted in the notes on the :
accounts.where Methods 1 or 2 are used
the lengtn of time that elzpses before

-2 provision for claims outstanding is

created cn the usual basis shall be

disclosed in the notes on the accounts
Wnere method 3 is used, the length of
tim by which the year to which the

joures relate précedes<th= financial
ezr shall be disclosed in the notes
n the sccocunts.

O N

unchanged

unéhangéd *




Article 41 L

Article 32 of Directive 78/660/EEC, which provides that

‘the valuarion of items shown in the annual accounts
shall be based on the principle of purchase price or
production cost, shall in its application to investments
be subject to Articles 42 to 45 of this Directive.

Artécle 41»

unchanged’

Go



: vAm"cl'e 42
1. As regards the valuation of investments shown in
Article S under ‘Assets’ item C Member States may
require or permit insurance undertakings to apply cur-

rent value calculatcd in accordancc with Amclcs 44 and
45.

2." Where in life insurance business the benefits pro-
vided to policy holders and insured parties are related
to the current value of pamcular investments or invest-
ments as a whole, those investments shall be shown in
the balance sheer at current value.

3. Where the principle of purchasc price or pro-

duction cost referred to in Article 32 of Directive 78/

660/EEC is zoplicd ro Trvestmears the correms va2lne
shall be disclosed in the notes on the accounts.

4. Where investments are shown at current value,
the value rcsultmg from the application of the principle
of purchase price or production cost shall be dxscloscd
in the notes on the accounts:

5. The same basis shall be applied to all investments
included in any item denoted by an arabic number.

€  The method applied to each item of investments
shal] be disclosed in the notes on the accounts. |

M

2)

Article 42 ) 64
unchanged o
where in Llife insurance business

the benefits provided to poL1cyhoLder<

~and other insured parties are

‘directly relatedto the-current value of

particular investmentsoor 1nvestments
as awhole, those investments shalL be_

-shown in the balance sheet-at current

value.

(3) unchenged

(4) unchanged

(5) unchanged
(6) unchanged




Article 43 -

e ys-

1.  Where cufrent value is applied -to investments,

Article 33 (2) and (3) of Directive 78/660/EEC shall

apply, except as provided in paragraph 2.

2. l In the case described in Article 42 (2), the amount
of the difference between valuation in accordance with.

current value and valuation in accordance with the
principle of purchase price or production cost shall be
entered in the life insurance provisions in Article S at

‘Liabilities’ item C. 2. Variations in this difference shall |

be disclosed in the technical account for life insurance’

business at Article 29, items 11.6 and. 16.

1.  Where current value is applied to ‘investments;
Article 33 (2) and (3} ‘of Directive 78/660/EEC shall
apply, except as provided in'paragraph 2..

2. In the case described in Arricle 42 (2}, the amount
of the difference between valuation in accordance with
cufrent. value and valuation in accorddnce with the
principle of purchase price or production cost shall be

. enrered in the life insurance provisions in Article § at

‘Liabilities’ item C. 2. Variations in this differ‘;nce shall
be disclosed in the tcchnical_accobm for life insurance
business at Article 29, items 1] 3 and 11.




" Article 44

1.  In the case of investments other than lapd and
buildings, current value shall mean markert value, save
as provided in paragraph 6.

2. Where investments are quoted on 2 rccogni.zcd .
stock exchange, market value shall mean the mi ddle
market value on the balance sheet date or on ‘the last .

day of trading preceding that date. :

3. - Where an ,pjygnarker exists for investments
other than those referred to'in paragraph 2, the market
value shall, mean the average figure at which such
investments were traded on the balance sheet date or
che last day of trading preceding that date.

4. Where the application of a method referred to in

" paragraphs 2 and 3 produces a figure for particular
investments which, owing to exceptional circumstances
at the date in question, is materially higher than the
figure which would have been obrained in the absence
of those circumstances, the latter figure shall be raken
as the marker value.

». Whereat the date at which the accounts are drawn
up-investments referred to in paragraphs 2 or 3 have

been sold or there is an intendon to sell them wichin.

. the short term, the market value shall be reduced by
the incurred or estimared realization costs.

6. Except where the equity method is applied in
accordance with Article 59 of Directive 78/660/EEC,

- all other investments shall be valued on 2 basis which
has prudent regard to the likely realizable value.

7. In all cases the precise method of valuation and
the teason for adopting it shall be disclosed in the notes
on the accounts. '

M

(2)

(3)

4)

(5)

Article 44

un;hanged

: ‘;-3

Where investments are cuotec on a recc
nized stock exchange, market value
shall mean the market value on the ba
lance sheet date or on the last day
of trading preceding that cate:.

Where a market exists for investments
‘other than those referred o in para-

graph 2, the market value shall mean -
the average figure at which such in-

vestments were traded on the balance

sheet date or the last day of tradinc .

preceding that date.

unchanged

unchanged

(6) unchanged

(7) ‘unchanged




- Article 45

1. . Except as provided in paragraph 6, current value
in the case of land and buildings shali incan the marker

valué determined at the dace of valuartion, reduced as

- provided in paragraphs 4 and 5.

2, Market value shall mean the price at which the

land and buildings could be sold under private contract
berween a willing scller and an arm’s length buyer at
the date of valuarion, it being assumed that the propercy
- is publicly exposed so the marker, that market con-
ditions permit orderly disposal and that a normal per-
iod, having regard to the nature of the property, is
available for the negotiation of the sale.

3. The market value shall be determined through the

separate valuartion of each item of land and buildings
carried out not less frequently than every five years by
persons approved for the purpose by the Member State
in. which the head office of the insurance undertaking
is situared. o :

4. Where the value of any item of land and buildings
has diminished ar the balance sheer date, the appropri-
ate value adjustment shall be made. The lower value
thus arrived ac shall nor be increased in subsequent
balance sheets unless such increase results from a new
determination of marker value arrived at in the con-
ditions prescribed in paragraphs 2 and 3.

i

5.  Where at the date at which the accounts are drawn
up land and buildings have been sold or there is an
intention to sell them within the short term, the value

-arrived at in accordance with paragraphs 2 and 4 shall

be reduced by the incurred or estimated realization
costs. : :

6. Where it is impossible to determine the markert
valuc of an item of land and buildings, the value arrived
at on the basis of the principle of purchase price or
production cost shall be treated as the current value.

7. In all cases the method by which current value
has been arrived at and the year or years in which
valuations were last carried out in accordance with
paragraph 3 shall be disclosed in the notes on the
accounts. .

=47~

. Arzicde 45

: : PO
1. . Except as Providu ©
i the casc of land and b

" e N
provided in paragraphs = and 3:

2. Market value shall mean ihe pnc:’_.a't \\}:::h rx::::
land and buildings could be sold undg:r private g?ru't. R

| an arm's length buver at
< assumed that the property
arket, that markst con-
| and that a normal per-
d to.the nature of the property, 13

berween a willing seller n.nd
the dare of valuation, itbeing
is publicly exposed to the M
_ dizions permit orderly disposa
jod, having regar -the nature of ©
a\-n‘iluhlc for the negotiation uf the sale,

3. The market value shall be
determined through the se-.
parate valuation of each
item of land and buildings
carried out not "less fre-
quently than every five
years by persons approved
for the purpose either by
the Member State in which
the head office of the un-
dertaking is situated or,
where different, by the
-Member State in which the
land and buildings are
situated.

4. Where the value of any item of land
and .buitdings has diminished at the
balance sheet date, the appropriate
value adjustment shall be made. This.
adjustment may be on the basis of a
percentage reduction recommended by
persons approved as aforesaid in

"respect of land and buildings the
value of which has diminished -since
the last valuation by such.persons.
The Lower value thus arrived at shatt
not be increased in subsequent ba-
tance sheets unless such increase
results from a new determination of
market value arrived at in the con-
ditions prescribed in paragraphs 2
‘and 3. :

5.  Where at the date at which the accounts are drawn
up land and buildings have been sold or there is an
intention to sell them within che short werm, the value
arrived at in accordance with paragraphs 2 and 4 shall
be reduced by the incurred or estimated realization
costs.

6. Where it is impossible to determine che markert
value of an item of land and buildings, the value arrived
at on the basis of the principle of purchase price or
production cost shall be treated as the current value.

7. In all cases the method by which current value
has been arrived at and the year or years in which
valuations were last carried out in accordance with
paragraph 3 shall be disclosed in the notes on che
accounts.

= paragraph . lurient value
ngs shail mean the market.
value determined at the Gate of waluation, redused as



Arfiple 46

1. Article 33 of Directive 78/660/EEC
- shatll apply to insurance undertakings.
~in the followiqg manner :

(a) references to 'tangible fixed assets'
shall be construed as references to
assets listed under ‘Assets' C.II1.2,3
and 4 -in Article 9 of Directive
78/660/€EC ;

"(b) the reference to 'stocks' shall be
construed as a reference to assets
shown in this Directive at Article
5, 'Assets' item E.2.

2. Subject to Article 43 of this Dirctive,
Article 33 of Directive 78/660/EEC shall not
apply to investments which are financial
fixed assets within the meaning of ‘'Assets!'
C.I1I of Article 9 of Directive 78/660/EEC.

65

(1) Article 33 of D1rect1ve 78/660/EEC '
shall apply to insurance undertakings
in the follow1ng manner :

Art1cLe 46

a) paragraph 1a) shatl appty to
. assets shown under F I din Art1c1e
5 of this Directive..

b) subject to Article 43 of this
Directive, Article 33 of -
D1rect1ve 78/660/EEC shall-not

pLly to assets.Shown under
C II, III, IV, -D™and.F 111 of -
Article 5.of: th1s.D1rect1ve.




- 49 -

Article 47

The applicat1on of Article 35 of D1rect1ve

78/660/EEC to insurance undertakings: shatl
be subject to the following modifications :

_ (a) references to 'fixed assets' shall be

construed as references to assets
shown in this Directive. at Article
5, ‘Assets' items B, C and £.1;

(b) references to *'financial fixed -assets®
shall be construed as references to
assets shown in this Directive at
Article 5, ‘'Assets' items C.II, III, IV,
V and VI.-

66

- Article 47

The application of Article 35 of
Directive 78/660/EEC to insurance under-
takings shall be sub]ect to the. foltow1ng

- modifications :.

-.a) fhat Article shall apply to assets

shown under 8, C and F I of Art1cle
5 of this D1rect1ve._

'b) paragraph 1c) aa) shall apply to

assets shown under C II, III, IV, D
~ and F III of Article 5 of this f

Directive. h
o aarective.




Article 48

n Article 38 of Directive 78'/660/EEC the reference to

angible fixed assets, raw materials and consumables
hall, as regards insurance undertakings, be construed-

s 2 reference to assets shown in this Directive at Article
, ‘Assets’ item E.

=50- -
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Article 48
Article 38 of Directive 78|660|EEC
shall apply to assets shown under
F I in Article 5 of this Directive.




-5 B : " ‘Article _49 .-
o o Aete X1

- . . _Article 39 of birective 78/660/EEC’
For the application of Arricle 3: of }')ircctwc 787660/ mm
EEC to insurance undertakings the reference to current : =D.=E—L' , ticle
assets shall be construed as a reference to assets shown E 1, 11 and TIII and F II of A

in this Directive at Article §, *Assets’ items D. 1, 2 and 5 of this Directive.
3andF. - _



_Q.-

In non-life insurance the amount of deferred acquisition .
costs shall be esrablished on a basis consistent wuth that
followed for unearned premiums.

In life insurance the calculation of the amount of acqui-

sition costs to be deferred may form part of the actuarial

calculation referred to in Article 55.

Article 51

Subject to Article 42, debt securities included under
Article S, ‘Assets’ items C. Il and 111, shall be shown in
the balance sheert at purchase price. The Member States
may, however, permit or require debr securities to be
shown in the balance sheet at the amount repayable at
maturity.

Where the purchase price of such debt securities exceeds
the amount repayable at marurity, the amount of the
difference must be charged to the profit and loss
account. The amount of the difference may however
he writren off in instzlmenss so char it is complesely
wTimen Off no JatsT than the nme of repavment of the
debt securities. The difference must be shown separately
in the balance sheet or in the notes on the accounts.

Where the purchase price of such debt securities is less
than the amount repayable at maturity, the Member
States may permit or require the amount of the differ-
ence 1o be released to income in instalments during the
period remaining until repayment. The difference must
be shown separately in the balance sheer or in thc notes
on the accounts. :

unchanged

Article 51

‘unchanged

63




Ar:ic_le 52

¢ amount of technical provisions shall be such as to .
ensure that all liabilities arising out of insurance con-
sracts can be mer by the insurance undertaking.

. Article 52
(1) unchanged

v

(2) For the valuation of technical
provisions, the method of the
‘'weighted average or other com—.
parable methods may be used.




o '-Article 53

The provision for unearned premiums shall be comput-
ed for each individual contract and pro rata temporis
by reference to the proportion of the period covered by
the contract which extends over a period following the
end of the financial year. Member States may permit
the use of flat-rate methods where they are likely to
give approximately the same results as the individual
- calculations. If the nature of risks is such that the pro
rata temporis method does not reflect the expected risk
experience, appropriate adjustments shall be made.

Article 54

The provision for unexpired risks. shall be computed
on the basis of the probable claims arising from events
after the end of the financial year from contracts con-
cludgc[ before the date, in so far as -they exceed the
provision for unearned premiums.

-S4~

.

Article 53

unchanged

Article 54
unchanged




Article 55

The life insrance provesson shall be computed sepas-
ately for cach insurance contract. Approximate
methonds wiay however be useld where they are likely 1o
pive appraaupaely the same 1esubts as the mdividuoal
calculations. A computation must be made annually
undeér the responsibility of an actuary on the basis
of recognized actuarial methods. A summary of the
srincipal assumptiony must be disclosed in the nares

»n the accounrs.

Article 55 ? {J

(1> The life insurance provision shall be
computed separately for each insurance
contract. Approximate methods may how-
ever be used where they are likely to
give approximately the same result as
the individual calculations. A summary

of the principal assumptions must be dis-

~closed in the notes on the accounts.

(2) A Eomputation must be made annually by
an external actuary or one employed by
“the reporting insurance company recog-

nised as such by virtue of Directive
89--EEC on the recognition of higher-

education diplomas on the basis of recog

nized actuarial methods.



Article 56

1. Th provisions for claims outstanding shall in
principle be calculated case by case, but statistical
methods may be used if they result in an adequate

provision having regard to the nature of the risks. For.

the calculation of claims incurred but not reported,

regard shall be had to past experience and all other
relevant factors. T )

2. External and internal direct and indirect claims
- .ettlement costs shall be taken into account when calcu-
" aring the provision.

. Where in calculating the provision account is
iker of estimated amounts receivable as a result of
bt: ng the legal ownership of insured properry or
zquiring the rights of the policy holder against third
arties in connection with the setdement of a claim
alvage and subrogation), a prudent basis shall be
Jopted. Where such amounts are marterial they shall
: disclosed in the notes on the accounts. )

Where in non-life insurance benefits resulting
>m a claim have to be paid in the form of an annuiry,
= amounts to be provided for this purpose shall be
culated actuarially and included in the provision for
ims outstanding. )

s6- 13

O

2)

3)

(4)

Article 56

unchanged

unchanged

unchanged

Where in non-Life insurance benefits
resulting from a claim have to be
paid in the form of an annuity, the
amounts provided for this purpose
shall be calculated actuarially under
the responsibility of an actuary re-

‘cognised as such by virtue of Directive

89/48/EEC and included in the provision

for claims outstanding. o

S.  Where, apar~ from cases in which the benefits have
e be calzuiarad actuzristhy, a deduction s exczpricaally
made resnest of imvestment income whith may be
<-rribuzzhie o i rgvisions for parsticulas claims
hecauszofthe = < delay in semiement, such deduc-
tion shall bc caicuiared on an actuaral basis. Where
such discounting is adopred it must be Zisclesed in the:
nozes on the azconnes wngether with an expianztion of

the reasons for it and a statement of its effects on the
" assets, liabilities, financial position and profit or loss.

Implicir discounting, whether resulting from the placing
of a present-day value on a provision foran outstanding
claim which is expected to be sertled later at a h{ghcr
figure, or otherwise brought about, is not permissible.

(5) Apart from cases,-iﬁ‘uhich'the bene-

fits have to be calculated actuariall:

Member States may authorize that for-
particular claims, because of the ex-
pected ‘delay in settlement, a deduc-
tion should be made in respect of in-
vestment .income. Where such discoun-
ting is adopted, it must be made on a
actuarial basis and disclosed in the
notes on the accounts together with a
explanation of the reasons for it and
a statement of its effects on the
assets, liabilities, financial posi-
tion and profit or Lloss.

Implicit discounting, whether resul-
ting from the placing of a present-
day value on a provision for an out-
standing claim which is expected to
‘be settled Later at a higher figure

or otherwise brought about, is not
permissible.




- =57~

Pending further coordination those Member States ; unchanged
which require the formation of equalization provisions ’
shall prescribe the valuation rules to be applied to them.




Cemzents oi the 14 tcs on the :

v Articie 43
=dertakings-

In place of the inforiy nation reguired -

} i8) of Direcrive 78/660/EEC. insuranse

\all mdxbn;;, in the notes on rh¢ account

iums within the meaning of .-\rmlc 30¢

ve, broken down by cascgories of acs
sographical markees as follows:

- a3 rcgzrds on- l: insurance, firssiv as Detween
direcr i av-.'* ac::-am:'.ccs c* '—~‘":‘uranc2, and

— tor,

— marine. avi gion and ransport.

— labkiliry,
- credits and-surctyship,

— legal expenses,

—— miscelizneous, -

except tha: disclosure under any of shese headis
is not necessary if it accounts for tess than 109 of
the non-life gross premiums in direct insurance or
in reinsurance respecrively;

. g,row pres

scooutts

1.
(1: {8) of Dires
shall‘indicate,
" miums.within
vey-broken <
geographical markets

u

— as regards direct non-Life insurance, firstly =
as between direct insurance and acceptances of
and then within the former of these
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- in piace reauis d by Article 43

b .hc accounts, gross pre-

he me: sicle 3G of this Direc-,
wn b zaregories of activiry 1nd into -
Kets 33 follows:

reinsurance

15
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spoTt,
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— legal expenses.
—_ 'assiS:anc:.
. — miscellancous.
except that discizsure unGer any of these 'ncadinzs
“is not nece

the non-it
in reinsura
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%5 of rota! dife
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ich the policy

H 'uings
tor jess than 10% of
JIrect insurance or in

= within the former of
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v g;') i h.n an on

,'}' 07 agencyvd, o

15 Ot necessary where the i

= Member S..nu or other um-:rn
Reooial gross pro

2. The reference in Article 43 (1) (10} of Dlrccmc

" 78/660/EEC to Articles 31 and 34 to 42 thereof shall be
construed as a reference to those Articles as madified
fur the purposes of their application o insurance under-
takings by the provisions of this Dircertive.

3. Insurance undertakings shall indicate, in the nortes
on the accounts, assets shown respectively under items
C.IL1 (shares) and C.H1.2 {debt securities) of Arricle 5
broken down between quoted and unquoted invest-
ments.

{3) The reference

3hfe insurance, the total

groms o resuling from contraces concluded

by the ing ¢ undereaking in cach Member State
o other Country in which it -establishment |
{head offi ranch or ageney], exspL ihat such’ -

disclosure is not necessars where the figere for any
parricular Member State or other “n-.:nt v accoints’
for less ik T"u of the ol gross r.rt.:"m.'ns For -
reinsurance acceptances, this’ breakdown
shall be undertaken on the basis of the

ceding undertaking's head office.

With regard to reinsurznce acceptances, the
breakdown of ¢ross premiums per category in
gccordance with paragraph 1 shall be undertak
separately 7or non-life insurance and for
LiTe insurance when the undertaking operates
in both categories’ but must establish only

one single technical account.

in Article &3 (i) (10) of Direc
tive ?8|660|EEC to Articles 31 and 34 to 42
+hereo? shall bz construed ss 2 reference to
those Articles zs amended, vor the purposes

of their appolicztion te insurance undertakings
by this Directive.



SECTION 9

Provisions relating to consolidated accounts

Article 59

1. Insurance undecrrakings shall draw up consolidat-
ed accounts and a consolidated annual report in accord-
ance with Directive 83/349/EEC, in so far as this section
does not provide otherwise. :

2. In so far as a Member State does not make use of
Article S of Directive 83/349/EEC, paragraph 1 shall
also apply to parent undertakings the sole object of
which is to acquire holdings and turn them to profit,
where those subsidiary undertakings are
either exclusively or mainly insurance
underakings.

-6o -

Article 59

(1) unchanged

(2) In so far as a Member State does not

make use of Article 5 of Directive
83/349/EEC; paragraph 1 shall also
apply to parent undertakings, the sole
and essential object of which is to ac-~
quire holdings and turn them to profit
where ‘those-'subsidiary undertakings are
either exclusively or mainly insurance
undertakings. : ’ '



-Article 60

Directive 83/349/EEC shall apply subject
to the following provisions:

1. Artic(es 4, 6, 15 and 40 shall not apply;

2. The information referred to in the first

two indents of Article 9 (2), namely:
.= the amount of the fixed assets, and
- net turnover

shall be repiaced by "Gross premiums
written' as defined in Article 30 of
this Directive. :

3. For the purposes of the layout of
consolidated accounts, the reference
in Article 17 to Articles 9 and 10
(balance sheet) and 23 to 26 (profit
and loss account) of Directive
78/660/EEC shail be deemed to be a
reference to Articles 5 (balance sheet)
and 29 (profit and loss account) of
this Directive. Articles 4, 7 to 27,
28 and 30 to 39 of this Directive
shall also apply.

38

Article 60

Directive 83/349/EEC shall apply subject
to the following provisions:

1. Articles &, 6, 15 and 40 shall not apply;

2. The information referred to in the first
two indents of Article 9 (2), namely:

- the amount of the fixed assets, and
- net turnover

shall be replaced by "Gross premiums
written” as defined in ArticLe 30 of
this Directive.

3. Article 18 is appLicébLe except

that 1in the consolidated
accounts technical provisaions need not

be set up where such provisions are not -.
set up under the legislation applicable
to the subsidiary.

- Exceptions:- from the balance sheet and
valuation methods applicable to the con-
~solidated accounts are to be disclosed
and explained in the notes on the con-
solidated accounts. '

4. For the purposes of the layout of
consolidated accounts, the reference
in Article 17 to Articles 9 and 10
(balance sheet) and 23 to 26 (profit
and loss account) of Directive
78/660/EEC shall be deemed to be a
reference to Articles 5 (balance sheet)
and 29 (profit and loss account) of
this Directive. Articles 4, 7 to 27,
28 and 30 to 39 of this Directive
shall also apply.

5. Article 26 (1) (b) shall not apply
to the consolidated accounts where the
underlying transaction has been con-
cluded according to normal market con-
ditions and the income is allocated to
the provision for bonuses and rebates;
this does not apply to transactions re-
lating to reinsurance. Exceptions to
the principle of income and expenditure
consolidation are to be disclosed in the




4. For the purposes of valuing assets and
Liabilities to be included in consoli-
dated accounts, the reference in Ar-
ticles 29 and 33 to Articles 31 to 42
and 60 of Directive 78/660/EEC shall
be deemed to be a reference to those
Articles as amended in their applica-
tion by Articles 40 to 57 of this Di-
rective.

5. Article 34 shall apply in respect of
the contents of the notes on consoli-
dated accounts, suject to article S8
of this Directive.
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notes and are to be explained where there

is a material effect on the assets,

liabilities, financial position and profit

and loss of all the undertakings included

.in the consolidation.

Where a reinsurance undertaking is in-

cluded in the consolidation and because

of that fact there is a period of more

than three months between the consoli-

dated balance sheet date and the -balance

sheet date of other undertakings, Article

27 (3) shall apply except that in this

case the balance sheet date of an under-
taking included in_the consolidation shall
not precede the consolidated balance sheet
date by more than six -months. )

For the purposes of valuing assets and
liabjlities to be included in consoli=~
dated accounts, the reference in Ar-
ticles 29 and 33 to Articles 31 to 42
and 60 of Directive 78/660/EEC shall
be deemed to be a reference to those
Articles as amended in their applica-
tion by Articles 40 to 57 of this Di-
rective.

Notwithstanding Article 29,

values attributed to jtems listed under
Liabilities heading C of Article 5 and
calculated on calculation bases differing
from those used for the consolidation

can be maintained; the use of this
provision shall be disclosed in the notes
on the consolidated accounts.

Article 34 shall apply 1in respect of
the contents of the notes on consoli-
dated accounts, subject to Article 58
of this pirective.
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SECTION 10

Publication

Article 61

1. The duly approved annual accounts of insurance
undertakings, together with the annual reports and the
opinion of the persons responsible for auditing the
accounts shall be published as laid down by the laws
of each Member State in accordance with Article 3 of

First Council Directive 68/151/EEC of 9 March 1968

on coordination of safeguards which for the protection
of the interests of members and others, are required by
Member States of companies within the meaning of the

.second paragraph of Article 38 of the Treary, with a

view to making such safeguards equivalent throughou
the Community (). . :

The laws of a Member State may, however, permit the
annual report not to be published as stipulated above.
In thar case, it shall be made available to the public at
the company’s registered office in the Member State
concerned. It must be possible to obtain a copy of all
or part of any such report upon request. The price of
such a copy must not exceed its administrative cost.

2. Paragraph 1 shall also apply to the duly approved
consolidated accounts, the consolidated annual reports

and the opinions submitred by the persons responsible
for auditing the accounts.

3. Where an insurance undertaking which has drawn
up annual accounts or consolidated accounts is not
established as one of the types of company listed in
Article 1 (1) of Directive 78/660/EEC and is not required
by its national law to publish the documents referred
to in paragraphs 1 and 2 as prescribed in Article 3
of Directive 68/151/EEC, it must at Jeast make them
available to the public at its registered office. It must
be possible to obtain copies of such documents on
request. The price of such copies must not exceed their
administracive cost. '

4.  Member States shall provide for appropriate sanc-
‘tions for failure to comply with the publication rules
laid down in this Arrticle.

(1) 0J No L 65, 14.3.1968, p. 8.

Article 61

unchanged

20



- 6k =

 Final provisions I ' g 1
LArticle 62 ' N ' . " Article 62 .

The 'Con:zct Cc‘ymm'i::ci :s;ablé_s'he\_ ‘a sccerdance with i unchznged
Article 52 of Directive 78/660/EEC shall, when consti- o -
rured appropriately. alse have the following funcrions: |

(2) to0 faulnsz:. withour prejudice to Articles 169 and
170 of the Treaty, harmonized application of this
Directive through regular meerings dealing in' par-
ticular with practical problems arising in connection
wich its application:

(b) to advise the Commission, if necessary, on additions
or amendments to this Dlrccmc

Article 63

A :'a'i«.'-’;'_ﬁj

.

1. Member Srates shall bring into foree the i-st. unchanced
regulations and sdministrartive provisions negessary for :
them to comply with this Direcrive before 1 Janu-
ary ... They shal! forthwith inform the Commission
thereof.
2. A Member State may prov ld "
r:fcrrcd_' t0 in paragraph 1 above ST 2y
annual accounts and consolidazed accoun ¢ for financial
vears beginning ¢a 1 january ... or during the s.:x’ud.
vear ... .
‘3. Member Stares shall ensure that they communi-
cate to the Commission the texts of the main provisions
of .mon'-l law which they adept in the ficld covered
bv this Direcrive
Article 44 Article 64
unchanged

This Direcrive is addressed o the Vl:mbcr Srates.

Done at For the Councilt
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