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Prof. Natasa Petrovi¢ Tomic, PhD

Insurance is a product of Italian business ingenu-
ity. Everything started in Northern Italy, more pre-
cisely in Lombardy, where the first genuine insur-
ance transaction was concluded, relating to the cov-
erage of goods against risks in transportation. Over
time, this practice evolved into a customary rule,
which the entrepreneurial merchants from Lom-
bardy spread throughout the cities of Europe with
which they maintained business relations. The man-
ner in which the regulatory framework of insurance
evolved is particularly remarkable and instructive.

The process was initially slow and gradual, which
resulted in the predominance of professional rules
and customary law primarily aimed at protecting
one contracting party — the insurer. When the need
arose to formalize the transfer of risk contractually,
merchants in the early stages of development had to
create something entirely new — a contract for which
they could not find adequate rules within the existing
legal framework. By creating their own lex mercato-
ria, the Lombard merchants gradually developed a
set of clauses which eventually constituted lex asse-
curationis, that is, autonomous and specific contrac-
tual rules founded on the principle of aleatory trans-
actions. It is hardly necessary to emphasize that the
field of insurance contract law still represents a dis-
tinct lex assecurationis, i.e. a special legal regime.
Due to its seemingly speculative nature (which
even today may appear so to those insufficiently fa-
miliar with insurance!), insurance for a long time re-
mained outside the mainstream of business and oc-
cupied a marginal legal position. It is therefore not
surprising that for centuries insurance law was pri-
marily contained in contractual provisions and pol-
icy terms unilaterally drafted by insurers. Only a
small portion of insurance regulation — dealing with
the status-related issues of conducting insurance ac-
tivities — was included in corporate charters, pro-
fessional codes and, to a certain extent and without
systematic structure, in court decisions. Only from
the beginning of the twentieth century did insur-
ance enter a phase of intensive regulatory develop-
ment. In this regard, it is necessary to distinguish
between the contractual segment (which remains
largely non-harmonized even within the Europe-
an Union) and the regulatory segment, in which the
EU has taken a leading role. The most striking and
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constant feature of the evolution of insurance
and insurance law is the slow but steady process
of transformation from the image of a highly
suspicious aleatory transaction — akin to gambling
and games of chance - into a highly regulated
financial transaction that has become not only a
normal but an indispensable segment of modern
social and economic life. Generally speaking, in-
surance today is highly regulated. There is intensive
regulatory activity not only on the part of legislators
but also supervisory authorities, all with the inten-
tion of ensuring adequate protection for users of in-
surance services. From an activity that was initially
business-oriented, insurance in recent decades has
become synonymous with a special legal regime in
which systematic departures from general legal prin-
ciples are introduced.

The reality of the twenty-first century is very dif-
ferent from that described at the beginning of this
foreword. Whenever an incident occurs in the mod-
ern world (meaning an event that generates harm-
ful consequences), the first question usually asked is
whether insurance coverage exists. Whether it is a
pandemic, a supercell storm, a war or an energy crisis
that produces global inflationary pressures, instead
of “looking to the sky” (a metaphor for leaving mat-
ters to fate instead of adopting a rational risk pro-
tection strategy!) both professionals and the general
public turn to insurance. In that sense, it is reason-
able to what would have happened had insurance
not emerged to protect us from liabilities that reach
unimaginable proportions in the post-technological
society.

In recent decades, the insurance contract has be-
come an example of a mass - market transaction
within the legal systems of the European Union and

worldwide. In the modern consumer and technologi-
cal society of the twenty-first century, two words are
key: risk and risk management. Purchasing insurance
is therefore an indicator of responsible behaviour -
a form of individual risk management at the micro
level and a benchmark of a new social and political
culture characteristic primarily of Western societ-
ies. The risk that surrounds us from all sides — as one
American author wrote, ,,One of the few certainties in
our world is that uncertainty rules our existence..” —
whether in private or professional life, requires the
adoption of meaningful strategies for risk manage-
ment and transfer. In a society where insurance is
perceived as a mechanism for preventing and com-
pensating the consequences of undesirable events
beyond the control of individuals or companies, the
fundamental question is no longer whether one has
invested in this highly sophisticated financial market
product, but rather which types of insurance one has
invested in. At the present stage of development it
is reasonable to conclude that life events are not en-
tirely left to chance. Based on past experience, reli-
able projections can be made regarding such events
and the consequences they may produce. Under such
a perception of life, insurance becomes part of the
mainstream, which distinguishes the current millen-
nium from previous ones when there was no aware-
ness that risk could be managed in order to maximize
profit, technological progress and quality of life. In-
surance is therefore, above all, the business of pro-
viding financial security against unforeseen events.

From an activity of assuming risk — offering indi-
viduals and corporate clients private risk-manage-
ment mechanisms — the insurance business, when an
insured event occurs, first transforms into the busi-
ness of claims processing, and ultimately, if disagree-
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ments arise, into the business of resolving claims.
Without an efficient and effective dispute-resolution
process, insurance — as an activity based on the trust
of service users — loses part of its identity. There-
fore, establishing an adequate network of alterna-
tive dispute-resolution bodies forms an integral part
of risk-management processes within the insurance
industry. For the purposes of legal regulation in re-
lation to insurance contracts, a distinction is often
made between mass risks and large risks.

Although those insufficiently familiar with the sec-
tor often conceal their lack of knowledge through a
dismissive attitude towards insurance, the following
statement from a judgment of an American court re-
mains valid: “No modern corporation affects all as-
pects of life as directly as insurance companies. In-
surance affects the home, the family, the profession
or business of almost every person.” Considering the
far-reaching role of insurance as a factor of risk man-
agement and security, it is difficult today to imagine
a serious and favorable regulatory framework that
does not implement an appropriate strategy for pro-
moting insurance as one of the most significant con-
tracts in a post-technological society. An indispens-
able part of a well-founded strategy for developing
the insurance market is also a strategy aimed at im-
proving the financial literacy of service users and
raising general awareness of risk, which represents
the gateway to the development of a desirable level
of insurance culture.

Understanding the development potential of insur-
ance services, as a prerequisite for achieving the full
potential of the insurance market, requires a syner-
gy of expertise and the combination of scientific and
pragmatic approaches. Increasing the share of insur-
ance in gross domestic product to a level of 8-10%,

which is typical for developed insurance cultures, is
not an unattainable goal, but it requires a gradual
process. For this process to materialize, it is crucial
that all stakeholders — from insurers to the state — as-
sume their share of responsibility. In this context, it
is important to mention that the insurance industry
stands at the centre of the transition driven by the
adoption of ESG standards and the broader culture of
sustainability. Insurance companies are in a position
not only to lead by example but also to adopt corpo-
rate risk-assessment policies that send a clear mes-
sage to their clients that business operations should
align with sustainability standards. Decarbonization,
investments in green bonds, care for employees, and
clear criteria for selecting board members based on
diversity in terms of gender, professional background
and age are only some indicators of corporate social
responsibility that may facilitate entry into the “club
of the selected”, that is, the insured.

At the moment when the Insurance Agency of Re-
public of Srpska marks two decades of operation and
“draws a line”, one thing is certain: the local insurance
market is developing. Although its sensitivity to de-
velopments in the global market cannot be avoided,
Republic of Srpska has before it a path that can be
eased by wisely taking into account the experiences
of developed insurance cultures. This does not im-
ply that the experiences of other countries should
be adopted telle quelle without consideration of the
specific characteristics of the local insurance envi-
ronment. Comparative legal solutions and practices
should serve as guidelines, while the relevant actors
of the domestic insurance market should assess the
pace and direction of reforms. All this with the in-
tention of building a well-founded regulatory frame-
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work that will be consumer-friendly and contribute
to the development of an insurance culture.
Finally, the first twenty years of the Insurance
Agency of Republic of Srpska represent an appro-
priate moment to publicly support the ongoing pro-
cess of improving financial literacy and promoting
insurance services. Risk literacy forms part of broad-
er financial education and aims to reduce the digi-
tal divide that clearly affects insurance penetration.

Belgrade, 10 March 2026
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Drazenka Janjanin,
Director of the Insurance Agency of Republic of Srpska

Although insurance as a financial product with a
protective function developed relatively late, this does
not mean that certain forms of organized protection
against dangers and risks did not exist from the ear-
liest times. From the earliest organized communi-
ties until today, human life has been accompanied
by numerous hazards. No one is exempt from expo-
sure to a wide range of risks: death, illness; accidents
that may result in illness, loss of working capacity or
premature death; damage to property resulting in fi-

nancial loss; loss of expected income; liability aris-
ing from actions performed in a professional capac-
ity, and so forth. One of the strongest arguments in
favor of the institution of insurance is the fact that
risks in modern society are an integral part of socially
beneficial activities. For this reason, legislators have
an interest in covering such risks through compul-
sory insurance schemes. From the perspective of a
victim or injured party, the occurrence of a risk may
represent a catastrophe. It is therefore not surprising
that there has always been a demand for protective
mechanisms. However, the path that insurance has
taken—from an instrument for risk prevention to an
instrument for assuming the consequences of realized
risk—has been long and marked by misunderstanding,
the slow development of the regulatory framework, and
a general denial of its usefulness.

Insurance should therefore be viewed in precisely
this context. It is an institution that has developed as
part of a broader strategy for controlling and managing
risks that have multiplied alongside socio-econom-
ic development.

We may agree that the primary function of insur-
ance is to provide protection. By assuming the con-
sequences of a specific event (an insured risk whose
occurrence constitutes an insured event), the insurer
provides protection to the policyholder or the ben-
eficiary under the insurance contract.The protec-
tive function of insurance becomes even more pro-
nounced in relation to business entities, for whom un-
foreseen events may cause enormous losses. Thanks
to insurance, interruptions in business operations are
avoided—interruptions that may sometimes lead to
liquidation or bankruptcy.

In the twenty-first century, the protective func-
tion of insurance is no longer limited solely to the
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participants in the contractual relationship. In mod-
ern society, insurance has become a factor enabling
the performance of socially beneficial activities, and
the scope of protection extends to persons outside
the insurance contract itself (so-called third parties).
Furthermore, the funds accumulated in insurers’ re-
serves are of such magnitude that insurers are right-
ly referred to as institutional investors. For this rea-
son, the regulatory framework governing insurance
activities—contained in specific legislation regulating
insurance operations and supervision—is equally im-
portant. If such a framework is conducive to the de-
velopment of insurance undertakings and accompa-
nied by educational efforts aimed at potential users
of insurance services, positive effects on economic
growth can be expected.

It is generally known that an insurance contract
differs from other contracts in that it provides a ser-
vice rather than a tangible product. Unlike goods—
whose quality can be assessed prior to the conclu-
sion of a contract—insurance policies, as legal prod-
ucts, require explanations from insurers, authorized
brokers, or insurance agents. It is therefore of crucial
importance that consumers understand what insur-
ance represents, in which situations they may rely
on insurance protection, and when insurance cover-
age does not apply. Achieving this objective requires
the provision of information and advice to consum-
ers by insurance professionals. In modern legal sys-
tems this obligation is regulated as a statutory duty
that applies from the pre-contractual phase until the
termination of the contractual relationship.

Let us briefly reflect on the previous business year.
For many observers it was, to say the least, a com-
plex year. Nevertheless, the stability of insurers’ op-
erations was preserved, as was a high level of securi-

ty for all users of insurance services. The insurance
sector proved resilient in the face of numerous cri-
ses. The uncertainty that has increasingly charac-
terized the insurance market over the past several
years raises an important question: will we be able
to respond to all the challenges ahead? How can we
reach a point where citizens no longer ask whether
insurance is necessary, but instead which insurance
product or policy is the most suitable for them? How
can we find the “magic solution™

During its first twenty years of existence and oper-
ation, the Agency faced numerous challenges typical
of developing markets. Even after two decades of ex-
istence and considerable experience, it is not easy to
predict with certainty which challenges the Agency
will face in the coming period. What is certain, how-
ever, is that the market must be strategically devel-
oped. After twenty years of performing regulatory
and supervisory functions, the insurance market has
reached a certain level of maturity and readiness to
enter the next stage of development. Such an agenda
will represent a new challenge for the Agency. Glob-
ally and locally alike, the insurance market is dynam-
ic and sensitive to numerous risks, including geopo-
litical tensions, climate-related and environmental
risks of unprecedented scale, increasingly frequent
war and political risks, and the unavoidable threat to
cyber security. When these circumstances are taken
into account, it may seem that the coming decades
will be even more challenging—and they probably
will be. However, the Agency now possesses strong
human resources, is well connected with key interna-
tional supervisory organizations and networks, and,
most importantly, its name is associated with a sig-
nificant capital of trust.

[ 18 ]
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The continued growth of the insurance market in
Republic of Srpska will primarily require the contin-
uation of reforms aimed at aligning the domestic le-
gal framework with European Union law. Although
there are substantial differences among EU Member
States in terms of their level of preparedness for EU
accession—particularly in relation to insurance mar-
kets—the adoption of a well-founded reform strategy
remains essential. Such a strategy should clearly de-
fine the sequence of regulatory and supervisory mea-
sures to be undertaken while at the same time taking
into account the specific characteristics of the local
socio-economic environment. Among the unavoid-
able topics are the liberalization of premium pricing
in compulsory motor third-party liability insurance,
the full transition to a regulatory framework based

on Solvency II, the implementation of Internation-
al Financial Reporting Standards (IFRS)—primarily
IFRS 9 and IFRS 17 relating to insurance—as well as
the application of risk-based supervision. At the same
time, new challenges are emerging that are already
present in developed insurance markets, such as the
identification of risks related to climate change and
their integration into supervisory practices, as well
as the opportunities and risks associated with digi-
talization and artificial intelligence. Taken together,
these factors will lead to a long-term transforma-
tion of the regulatory approach. Ultimately, achiev-
ing progress in financial literacy and in the develop-
ment of an insurance culture remains the final ob-
jective of every modern regulator.
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OUR 20 YEARS

The Insurance Agency of Republic of Srpska was
established and commenced operations pursuant to
the Law on Insurance Companies.

Cooperation was established with TARMIS (Eu-
ropean Commission project “Technical Assistance

for the Reform and Modernization of the Insurance
Sector in BiH").

2007

The first professional examination required for
obtaining a license to perform insurance brokerage
and insurance agency activities was held, preceded
by a preparatory education programme.

The Financial Sector Supervisory Coordination
Committee of Republic of Srpska was established,
consisting of the Minister of Finance of Republic of
Srpska, the President of the Securities Commission
of Republic of Srpska, the Director of the Banking
Agency of Republic of Srpska and the Director of the
Insurance Agency of Republic of Srpska.

2010

The Agency participated in the Twinning Project
BA o7 IB FI o1 “EU Support for Sustainable Insti-

tutional Capacity Building of the Insurance Agency
in BiH, the Insurance Agency of Republic of Srpska
and the Insurance Supervisory Agency of the FBiH".

2013

The Agency participated in the project “BiH 10295:
Liberalization of the Motor Third-Party Liability In-
surance Market”, implemented by the FIRST Initiative.

2014

Participants in the insurance market were identi-
fied as entities obliged to apply the Law on the Pre-
vention of Money Laundering and Financing of Ter-
rorist Activities.

2014

An assessment of the financial sector of BiH
(Financial Sector Assessment Program — FSAP) was
conducted, in which the Agency took part, within the
cooperation with the World Bank and the Interna-
tional Monetary Fund.

2015

The Law on Compulsory Traffic Insurance was ad-
opted, continuing the process of alignment with EU
directives.

2015

The Agency hosted a meeting of supervisors from
Central, Eastern and South-Eastern Europe within
the CESEE ISI framework.

[ 23]
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2017

The Law on Insurance Agency and Brokerage Ac-
tivities partially aligned the regulatory framework
with EU directives in the area of insurance distri-
bution.

The Agency issued the license for the establish-
ment of the first voluntary pension fund management
company in Republic of Srpska and BiH.

The Agency adopted the Strategic Framework for
Preparation for the Transition to the Solvency II Reg-
ulatory Framework, identifying the activities neces-
sary for the transition.

2021

The Agency conducted the first stress test of in-
surance companies and of the sector as a whole, de-
veloped in accordance with recommended supervi-
sory practices and with appropriate adaptation of the
methodology used by the European Insurance and
Occupational Pensions Authority (EIOPA).

2022

In order to raise awareness of the importance of
timely preparation for future regulatory require-
ments, the Agency organized—for the first time—
training for members of management boards and
directors of insurance companies on the topic “In-
tegrated Risk Management and the ORSA Process.”.

2023

A Unified Integrated Information System of the
Agency was established, integrating a large volume
of data and previously used applications, expanding
the possibilities for preventive action through early
identification and assessment of risks, and enhancing
supervision over the operations of participants in the
insurance and voluntary pension insurance markets.

2024

Within a technical assistance project, the Agency
conducted a self-assessment of compliance with the
Insurance Core Principles (ICPs).

202

The Insurance Agency of Republic of Srpska
was admitted as a full member of the International
Association of Insurance Supervisors (IAIS) and the
International Organisation of Pension Supervisors
(IOPS).

Central electronic records for compulsory MTPL
insurance, at the Protection Fund of the RS, have
been launched.
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Establishment

The Insurance Agency of Republic of Srpska (here-
inafter: the Agency) was established under the Law
on Insurance Companies of 2005 as an independent
and non-profit institution of Republic of Srpska, ac-
countable for its work to the National Assembly of
Republic of Srpska. The Agency is headquartered in
Banja Luka.

Simultaneously with the adoption of the Law on
Insurance Companies, the Law on Insurance Inter-
mediation and the Law on Motor Third-Party Lia-
bility Insurance and Other Compulsory Liability In-
surance were also adopted. Prior to the enactment of
these laws, supervision and the conduct of insurance
activities were regulated by legislative solutions that
did not fully reflect modern international standards
and best practices. It should also be noted that the
aforementioned legislative package adopted in 2005
was based on the then-applicable European Union
insurance directives and was adopted as part of the
commitment to align the insurance sector of Repub-
lic of Srpska with European and international regu-
latory standards and principles.

The process of establishing the Agency as a legal
entity capable of exercising its statutory competen-
cies lasted from the end of December 2005 until the
end of March 2006. During this period, efforts were
undertaken to create the necessary operational condi-
tions and to address challenges typical of a transition
from the former socialist institutional framework.
Numerous secondary regulations had to be adopt-
ed, employees had to acquire specialized knowledge
in the field of insurance, supervisory methodologies
had to be developed, and the information system had

to be established. The beginning of supervisory ac-
tivities at the Agency’s planned operational capacity
is associated with 1 April 2006. In order to build the
institutional capacity of the Agency, an Action Plan
Jor the period 2006—-2007 was adopted, outlining ac-
tivities aimed at establishing organizational units,
securing financial resources for the Agency’s opera-
tions, developing the legislative framework, improv-
ing modern communication practices, and enhanc-
ing the professional qualifications of staff. Continu-
ous cooperation was also established with TARMIS
(the European Commission project “Technical Assis-
tance for the Reform and Modernization of the In-
surance Sector in BiH").

In accordance with the legal framework, the Agen-
cy’s competencies may be grouped into: regulatory
functions (exercised through the adoption of second-
ary legislation, recommendations, and guidelines);
supervisory functions (aimed at ensuring legality of
operations and financial discipline within the insur-
ance market); and consumer protection and educa-
tion functions for users of insurance services. Pursu-
ant to the Law on Voluntary Pension Funds and Pen-
sion Plans, the Agency is also responsible for regu-
lating and supervising the area of voluntary pension
Insurance.

The Agency aligns the operating rules and prac-
tices of insurance market participants, as well as su-
pervisory rules and principles, with internationally
accepted insurance supervisory standards.
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Key Phases of Institutional
Development

During its two decades of existence, the Agency
has undergone three phases of institutional devel-
opment.

Phase One - Establishment of the Institution and
Regulatory Framework

The initial period of the Agency’s work was marked
by the establishment of its basic institutional struc-
ture. The primary focus was on adopting key regula-
tions in the field of insurance, establishing the reg-
ister of insurance market entities, and implement-
ing the licensing process for insurance companies,
intermediaries, and insurance agents. At this stage,
the supervisory function primarily had a control-ori-
ented character, aimed at ensuring minimum condi-
tions for lawful and stable business operations. The
period of establishing the Agency as a legal entity ca-
pable of exercising its statutory competencies lasted
from the end of December 2005 to the end of March
2006. During this period, numerous issues and chal-
lenges typically encountered by newly established
institutions were successfully addressed. The Agen-
cy began performing its legally prescribed functions
at full operational capacity on 1 April 2006.

Phase Two — Consolidation and Strengthening of
Institutional Capacity

Following the initial establishment period, the
Agency entered a phase of institutional consolida-
tion. This phase was characterized by the strength-
ening of professional and organizational capacities,
improvement of internal procedures, and standard-
ization of supervisory activities. Special emphasis was
placed on staff training, the development of special-

ized knowledge—particularly in the fields of actuarial
science and risk management—and the enhancement
of cooperation with domestic and international in-
stitutions, and with professional associations. At the
same time, the regulatory framework continued to
evolve through the adoption of new secondary legis-
lation and supervisory guidelines for insurance mar-
ket participants. The improvement and standardiza-
tion of supervisory practices and work processes be-
came an integral part of the Agency’s activities. With-
in this framework, early warning indicators were de-
veloped as a preparatory step toward the transition
to risk-based supervision.

Phase Three — Modernization of the Regulatory
and Supervisory Approach

In this phase, the Agency operates not only as a su-
pervisory authority but also as an active participant
in the development of the insurance market, through
the initiation of regulatory improvements, strength-
ening of policyholder protection, promotion of sound
business practices, and enhancement of public aware-
ness regarding the role and importance of insurance.
Particular attention has been devoted to transparency
of operations, improved reporting practices, digita-
lization of supervisory processes, and further align-
ment with international insurance standards, par-
ticularly the Insurance Core Principles (ICPs). This
phase is also characterized by the adoption and im-
plementation of strategies preparing for the transi-
tion to Solvency II, preparations for the liberalization
of motor third-party liability insurance premiums,
and the implementation of IFRS 17. The Agency has
reached full institutional maturity, but at the same
time faces the challenge of maintaining the stabili-
ty of the insurance sector in an increasingly volatile
environment.

[ 26 ]



Insurance Agency of Republic of Srpska ||| 20 years

Mission, Vision and
Objectives of the Agency

The mission of the Agency is to ensure effective
regulation and supervision of the insurance sector,
specifically:

+ insurance activities (insurance companies,

insurance agents, and insurance brokers), and

« voluntary pension insurance (voluntary pension

fund management companies and voluntary
pension funds),

with the aim of protecting and maintaining the
confidence of policyholders, third parties, beneficia-
ries of insurance services, and members of volun-
tary pension funds, while creating conditions for the
stable and transparent functioning of the insurance
market in Republic of Srpska.

The vision of the Agency is the continuous de-
velopment of the institution as an independent and
modern regulator and supervisory authority, oper-
ating in accordance with best practices and interna-
tional standards.

The Agency harmonizes the operating rules of in-
surance market participants—including insurance
companies based in Republic of Srpska, branches of
insurance companies based in the FBiH, insurance
agents and brokers, voluntary pension fund manage-
ment companies, and the Protection Fund of Repub-
lic of Srpska—as well as supervisory rules and prin-
ciples with internationally accepted standards of in-
surance supervision. The Agency supervises market
participants and undertakes measures necessary to
ensure lawful and sound operations within the in-
surance market.

In cooperation with insurance market participants
in Republic of Srpska, the Agency undertakes activ-
ities aimed at raising awareness of the need for con-
tinuous improvement of business practices and in-
creasing compliance with insurance standards and
regulations.

Through these activities, the Agency contributes
to the development of a stable, well-regulated, and ef-
ficient insurance market in Republic of Srpska, pro-
viding users with insurance services that are reliable,
high-quality, and transparent.

The Agency’s strategic objectives include:

« building supervisory competence and openness
toward constructive interaction with all
stakeholders,

« promoting a competitive environment and
supporting the development of self-regulation
among insurance market participants,

« developing risk-based regulation and
supervision, gradually shifting the supervisory
focus from ex-post legality control toward
supervision based on risk assessment and risk
management within supervised entities,

« maintaining an active position within BiH
and implementing EU and other international
standards,

« increasing public confidence in insurance
and voluntary pension insurance services and
products,

« developing an effective policy in the area
of human resources management and
development,

« optimizing processes and procedures and
advancing the use of information technologies.
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Governance Bodies

The governing bodies of the Agency are the
Management Board and the Director. The Manage-
ment Board consists of a Chairperson and four mem-
bers, appointed and dismissed by the National As-
sembly of Republic of Srpska upon the proposal of
the Government of Republic of Srpska.The Direc-
tor of the Agency is also appointed by the National
Assembly of Republic of Srpska upon the proposal
of the Government.The first session of the Manage-
ment Board was held on 23 December 2005, and by
the end of 2006 a total of 12 sessions had been held.

Marking the 2oth anniversary of the Agency’s
work, it is important to briefly recall the members
of the Management Board and the Directors who,
through their leadership, organizational efforts, and
professional experience, guided the Agency and con-
tributed significantly to the development of the in-
surance sector.

Terms and Compositions of
the Management Board:

2005 — 2007

- Zdravko Marinkovi¢, Chairperson
- Mirjana Stojanovi¢ Trivanovi¢

- Slobodan Carapi¢

- Vujo Stanivuk

- Duro Beronja

2007 — 2010
- Branka Bodroza, Chairperson
- Mile Tamamovic
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Ljiljana Markovi¢
Darko Radi¢
Brane Stupar

2010 — 2013

Branka Bodroza, Chairperson
Mile Tamamovic

Ljiljana Markovi¢

Darko Radi¢

Boris Dmitrasinovic¢

2013 — 2017

Branka Bodroza, Chairperson
Darko Radi¢

Nikola Vojvodi¢

Srdan Suput

Boris Dmitrasinovic¢

2017 — 2022

Goran Raci¢, Chairperson
Ranko Miji¢

Bosko Mekinji¢

Darko Radic¢

Nikola Vojvodi¢

2022 — 2024

Goran Raci¢, Chairperson
Ranko Miji¢

Bosko Mekinji¢

Milan Trnini¢

Dejan Jeremi¢

2025 — Present

Goran Raci¢, Chairperson
Bosko Mekinjic¢
Milan Markovi¢
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- Vedrana Vrhovac
- Dejan Jeremic

Directors of the Agency

- Vladislav Babi¢ (2005 — 2007)

- Miodrag Babi¢ (Acting Director, 2007)

- Bozana Sljivar (2007 — 2015)

- Slaven Dujakovi¢ (2015 — 2021)

- Drazenka Janjanin (Acting Director, 2021 — 2023)
- Drazenka Janjanin (2023 — Present)

Organizational Structure

The legal position of the Agency as a superviso-
ry and regulatory authority determines its organiza-
tional structure, which defines organizational units,
their competencies, and the systematization of po-
sitions with job descriptions classified according to
type, complexity, and related responsibilities.

DIRESTOR'S
CABINET

For a completely new institution entrusted with
responsibilities that had not previously existed in this
region to begin operations under conditions of very
modest technical and material resources, secondary
legislation was adopted to enable the recruitment of
a certain number of employees. In 2006, the Agen-
cy’s operational capacity was ensured by 13 employ-
ees with legal and economic backgrounds. They were
organized within a structure appropriate to the Agen-
cy’s initial priorities, which were largely focused on
regulatory activities and the issuance of licenses to
insurance market participants. Staffing needs grad-
ually increased in line with the growing scope of ac-
tivities and institutional needs. Today, the Agency
employs 43 staff members. Employees are organized
within the following sectors: Director’s cabinet, Sec-
retariat, Financial and Accounting Supervision Sec-
tor, Actuarial Supervision Sector, Licensing and Le-
gal Supervision Sector and Statistics, Development
and Cooperation Sector. The Agency also includes
the Insurance Ombudsman.

INSURANCE
OMBUDSMAN

\D ACTUARIAL
SECRETARIAT : G SU TSION
SU 510D ISION SION

STATISTICS,
DEVELOPMENT AND
COOPERATION
DIVISION

LICENSING AND
LEGAL SUPERVISION
DIVISION

Chart 1: Organizational structure of the Agency
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Of the total number of employees, go% hold uni-
versity degrees in economics, law, electrical engineer-
ing, and information technology. Among them, four
employees hold Master’s degrees in Economics, two
hold Master’s degrees in Economics (MSc), and one
employee holds a Master’s degree in Management.

The Agency’s vision as a modern regulator can
only be achieved through continuous professional
education and training of its employees.

Supervisory Activities

Within the framework of its legally defined su-
pervisory function and with the objective of assess-
ing conditions in the insurance market, the Agency
already conducted inspections in insurance compa-
nies, intermediaries, and the Protection Fund of Re-
public of Srpska during the second half of 2006. In
2007, the establishment of an efficient supervisory
system began, focusing on the continuous monitor-
ing of the operations of insurance companies. During
this period, the Rulebook on Supervision of Insur-
ance Market Participants was adopted, supervisory
methodologies were further developed, and activi-
ties aimed at establishing the Agency’s information
system were initiated. At the beginning of 2008, the
first Annual Programme of Regular Inspections was
adopted. Since then, this programme has been ad-
opted on an annual basis.

The Agency’s supervisory responsibilities may be
grouped as follows:

 supervision of compliance with requirements

for issuing licenses to insurance companies
and voluntary pension fund management
companies, as well as supervision of the

establishment and management of voluntary
pension funds,

+ supervision of compliance with requirements
for authorization and registration of insurance
agents and insurance brokers, including the
organization of professional examinations
for performing insurance intermediation and
representation activities,

+ supervision of compliance with requirements
for granting authorization to perform actuarial
services and registration in the Register of
Authorized Actuaries,

+ supervision of compliance with requirements
for issuing other approvals and consents to
insurance market participants,

« off-site supervision (legal, financial-accounting,
and actuarial) of insurance market participants
based on the analysis of reports and other
documentation submitted to the Agency,

+ on-site supervision of insurance market
participants,

+ supervision of the operations of the Protection
Fund of Republic of Srpska,

« exchange of supervisory information with
other financial market regulators in Republic
of Srpska and the Federation of BiH,

 cooperation and information exchange with
insurance supervisory institutions from EU
Member States, including participation in
colleges of supervisors, for the purpose of
supervising insurance companies operating
within international insurance groups.

The development of the supervisory function is
based on the improvement of supervisory method-
ologies, the enhancement of professional expertise

[ 30 ]



Insurance Agency of Republic of Srpska ||| 20 years

among Agency staff, and the development of the
Agency’s information system in order to increase
the efficiency of supervisory activities. The improve-
ment and standardization of supervisory practices
represent a continuous process within the Agency.
Identifying opportunities for the introduction of risk-
based supervision of insurance companies remains a
continuous activity and continues to represent one of

14 9 689

branch offices of
insurance com-
panies from FBiH

insurance com-

panies from Re-
public of Srpska

insurance agents,
of which 103 reg-

istered businesses
as entrepreneurs

the most significant challenges in the development
of the Agency’s supervisory practices. Cooperation
and information exchange with insurance superviso-
ry authorities from neighbouring countries and EU
Member States, as well as participation in superviso-
ry colleges, also constitute an important component
of the Agency’s supervisory activities.

20 3
: : Protection
insurance agen- branch offices Fund of
cy companies of the insurance Republic
from Repub- agency compa- of Srpska

lic of Srpska nies from FBiH

Voluntary pension
Fund Management
Company

Chart 2: Supervised Entities in 2025

The number of entities supervised by the Agency
has been continuously increasing, which will be pre-
sented in more detail in subsequent sections.

The Agency also conducts training and licensing
of authorized insurance intermediaries and agents.
The first professional examination for obtaining the
title of insurance intermediary was organized in May
2007. Within the TARMIS project, the Agency orga-
nized preparatory training for candidates who had
registered for the examination. During that year’s
examination session, 436 candidates applied. From
2007 to the present, the Agency has organized 17 reg-
ular examination sessions and 16 extraordinary ses-
sions, and 2,106 candidates have successfully passed
the professional examination.

Activities Related to the
Prevention of Money Laundering
and Terrorist Financing

In accordance with the recommendations of FATF
and Moneyval, and based on the Law on the Preven-
tion of Money Laundering and Financing of Terror-
ist Activities and related secondary legislation, the
Agency continuously monitors the implementation
of regulations concerning the prevention of money
laundering and terrorist financing through regula-
tory, supervisory, and educational activities. Through
its representatives in the Permanent Coordination
Body and the Working Group for Reporting and Im-
plementation of International Obligations in the Field
of Anti-Money Laundering and Counter-Terrorist Fi-
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nancing, the Agency actively participates in the co-
ordination of competent institutions and reports on
activities related to the implementation of interna-
tional obligations in this field. Agency staff regular-
ly participate in seminars and workshops aimed at
strengthening the exchange of experience and en-
hancing inter-institutional cooperation in the area
of supervision related to anti-money laundering and
counter-terrorist financing.

Consumer Protection and
Education in Insurance

In addition to supervisory and regulatory activi-
ties—which indirectly contribute to consumer protec-
tion in insurance (policyholders, third-party claim-
ants, and insurance beneficiaries)—the Agency also
addresses consumer protection through direct com-
munication with consumers, both through the Agen-
cy’s professional services and through the Insurance
Ombudsman.

Insurance Ombudsman

The Law on Insurance Companies, adopted in 2005,
introduced the institution of the Insurance Ombuds-
man into the legal system of Republic of Srpska. In
line with this regulatory approach, the Insurance Om-
budsman was established within the Agency in 2007.

A Rulebook on the Ombudsmen was adopted, reg-
ulating the establishment, functioning, and financing
of this institution responsible for consumer protec-
tion in insurance. Ljiljana Sokoli¢ was appointed as
the first Insurance Ombudsman. The establishment
of the Insurance Ombudsman within the Agency rep-
resents a step toward promoting out-of-court dispute
resolution related to insurance contracts between in-

surance companies or the Protection Fund of Repub-
lic of Srpska, on the one hand, and policyholders, in-
sured persons, beneficiaries, and third-party claim-
ants, on the other. Through this mechanism, Republic
of Srpska joins legal systems that promote strategies
aimed at reducing litigation in insurance disputes,
which in the long term contributes to strengthening
public confidence in insurance as an important form
of social capital for sustainable development of the
insurance market. The activities of the Insurance Om-
budsman may be grouped as follows: handling com-
plaints and requests for out-of-court dispute resolu-
tion in insurance, consumer education in insurance,
contributing to the improvement of the regulatory
framework, and performing other activities relevant
to users of insurance services.

Pynxiujy OMOyncMaHa y OCHTypakby 00aBbalH Cy:
Ljiljana Sokoli¢ (2008—2019)
- Marinko Kovacevi¢ (2019-2021)
- Milena Gaji¢, Acting Ombudsman (2021-2022)
Zeljko Slijepcevié (2022—present)

Financial Literacy in Insurance

One of the Agency’s most important roles related
to the development of the insurance market is the im-
plementation of activities aimed at improving finan-
cial literacy in insurance. Financial literacy contrib-
utes to the development of insurance culture, which
requires increasing public knowledge about the role
and importance of insurance and voluntary pension
Insurance.

Activities aimed at improving public awareness
about the importance of insurance are based on the
results of the first insurance market survey conduct-
ed in Republic of Srpska, which assessed the gener-
al level of public awareness and knowledge regard-
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ing insurance. A summary of the research results
was made publicly available on the Agency’s website.

The Agency has also organized lectures, open days,

and competitions for the best undergraduate or pro-
fessional papers in the field of insurance, in coopera-
tion with secondary schools and universities.

Additionally, the Agency has published informa-

tional brochures and leaflets distributed to targeted
audiences through appropriate channels, including:

- brochures “What You Should Know About
Insurance” and “Life Insurance”, as well as the
leaflet Property Insurance, distributed through
daily newspapers;

- brochure Motor Third-Party Liability Insurance,
along with informational leaflets Motor
Insurance (MTPL and Motor Hull Insurance)
and Traffic Accident Abroad, made available
at vehicle registration offices;

- leaflet Student Insurance, distributed through
primary schools;

- leaflet Travel Health Insurance, distributed
through travel agencies;

- leaflet Voluntary Pension Insurance, distributed
through daily newspapers and regional
chambers of commerce

- leaflet Insurance Ombudsman, distributed
through consumer protection associations.

The Agency also implemented an advisory and ed-
ucational programme titled “Consumer Protection in
Insurance.” The programme aimed to increase pub-
lic awareness about the importance and role of in-
surance, its social and economic significance, and to
educate citizens about procedures in the event of in-
sured events and mechanisms for protecting their
rights through familiarization with relevant regula-

tions and institutions. Within this programme, sev-
eral lectures in driving schools and public forums
across Republic of Srpska were organized. Consum-
er protection and risk prevention in insurance were
promoted through digital media, and a special tele-
phone hotline was established to enable citizens to
submit inquiries related to insurance matters.

An additional educational programme titled “Fi-
nancial Literacy in Insurance” was implemented for
citizens of Republic of Srpska. The programme pri-
marily targeted younger generations entering the la-
bour market, who would soon become consumers of
insurance services. The project included educational
video materials offering practical advice and knowl-
edge on how to protect oneself from various risks.

Activities Related to the Preparation
for the Implementation of Solvency II

In the preceding period, the Agency carried out
activities related to the preparation, adaptation, and
implementation of Solvency IL.” Following the adop-
tion of legislation requiring insurance activities to
be conducted in accordance with Solvency II, insur-
ance companies in Republic of Srpska will be re-
quired to align their operations with the new regula-
tory requirements, which are conceptually different
from the currently applicable framework. For this
purpose, the Agency adopted a Strategic Framework
for the Preparation of the Transition to the Solvency
II-Based Regulatory Framework. After the adoption
of the new regulatory framework, further implemen-
tation activities and transition measures will need to
be defined and carried out.
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Within the activities related to the preparation of
a new Strategic Framework for the transition to a
Solvency II-based regulatory framework, the Agen-
cy conducted research and analyses using its own
institutional capacities. An analysis was carried out
regarding the possibility of excluding small insur-
ance undertakings from the scope of application of
Solvency II. Furthermore, a survey was conducted
among insurance companies through the distribu-
tion of the questionnaire “Assessment of the Level of
Development of Governance System Functions in ac-
cordance with Solvency II Requirements.” The ques-
tionnaire was prepared with the aim of determining
the initial level of understanding of the Solvency II
concept among market participants. In addition, the
questionnaire “Qualitative Impact Study of Solvency
II” was implemented. This questionnaire was devel-
oped within the consultancy support project for the
insurance market in BiH and financially supported by
the World Bank and the European Union. The Agen-
cy also conducted two stress tests of the insurance
sector, developing its own tables and methodologies
for conducting stress testing in order to identify risk
exposures and assess the ability of insurance com-
panies to manage those risks. The stress tests were
developed in line with recommended supervisory
practices and were adapted from the stress-testing
methodology of the European Insurance and Occu-
pational Pensions Authority (EIOPA).

Through this strategic framework, and within its
competencies, the Agency also provides operational
support to the process of Bosnia and Herzegovina’s
accession to the European Union.

International Financial Reporting
Standard 9 - Financial Instruments
(IFRS 9) and International
Financial Reporting Standard 17
— Insurance Contracts (IFRS 17)

In accordance with its role as the supervisory au-
thority for the insurance sector, the Agency initiat-
ed activities related to the preparation for the im-
plementation of IFRS g and IFRS 17. Representatives
of the Agency participated in two workshops organ-
ised within the consultancy support project for the
insurance market in BiH, financially supported by
the World Bank and the European Union. In addi-
tion, within the framework of TAIEX - the Technical
Assistance and Information Exchange instrument,
made available by the European Commission to new
Member States, candidate countries and potential
candidates, representatives of HANFA shared their
supervisory experience related to the preparation and
implementation of IFRS g and IFRS 17, particularly
with regard to the timeline and scope of preparatory
activities. The Agency also prepared and distributed
a questionnaire to insurance companies in order to
assess the level of preparatory activities undertaken
and the understanding of the changes introduced by
these standards.

Assessment of Compliance with
the Insurance Core Principles

Within its development activities, a technical as-
sistance project of the World Bank - Finance for
Development Trust Fund (F4D TF): Insurance Core
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Principles — was launched, related to the assessment
of compliance with the Insurance Core Principles
(ICPs) developed by the International Association of
Insurance Supervisors (IAIS). In the report from the
first mission, the World Bank project team noted that
the Agency is equipped with adequate information
technology and human resources, and that the new-
ly introduced integrated information system of the
Agency has significantly improved the use of data
for supervisory purposes. It was also noted that ini-

tial risk-based supervisory approaches had been es-
tablished.

Unified Integrated Information System

The majority of the Agency’s administrative, gen-
eral and human resources records have been organ-
ised in electronic form.

The Information System Development Plan of the
Agency was adopted in 2008. During 2009, several
modules were defined and repeatedly tested in order
to create the prerequisites for the system’s operation-
al launch. The information system encompassed gen-
eral administrative operations, maintenance of reg-
isters, performance of supervisory functions, statis-
tics, public information and submission of reports.
In 2010, the Agency also ensured the basic regulatory
prerequisites for the functioning of the information
system by adopting the Rulebook on the Implemen-
tation of the Law on Personal Data Protection of BiH
within the Insurance Agency of Republic of Srpska,
the Rulebook on the Content, Method of Collection,
Maintenance and Access to Data from the Register of
the Information Centre within the Insurance Agency
of Republic of Srpska as well as several internal acts

regulating the use of information equipment and ac-
cess to electronic registers and applications. In 2013,
the part of the information system related to elec-
tronic reporting by insurance undertakings and other
authorised market participants (e-forms) was aligned
and upgraded. Amendments were implemented on
most reporting templates in accordance with the De-
cision on Electronic Submission of Supervisory and
Statistical Reports by Participants in the Insurance
Market, with the aim of automating off-site supervi-
sory activities.

Since 2023, the Agency has further enhanced its
records through the introduction of the Unified Inte-
grated Information System of the Insurance Agency
of Republic of Srpska, which includes general admin-
istrative operations, maintenance of registers, the In-
formation Centre, execution of supervisory functions,
statistics,reports from all records and registers, pub-
lic information (the Agency’s website with extracts
from registers) and submission of reports by insur-
ance market participants.

With the continuous participation of employees,
applications are regularly upgraded and new ones

developed.

Committee for the Coordination
of Financial Sector Supervision
of Republic of Srpska

The Agency is a member of the Committee for
the Coordination of Financial Sector Supervision of
Republic of Srpska. The Committee was established
in 2009 by the Law on the Committee for the Coor-
dination of Financial Sector Supervision of Republic
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of Srpska with the purpose of establishing coordina-
tion among supervisory authorities of the financial
sector in Republic of Srpska, adopting a common su-
pervisory strategy and development guidelines and
ensuring protection of the rights of users of financial
services in Republic of Srpska.

Members of the Committee are the Minister of Fi-
nance of Republic of Srpska, the President of the Se-
curities Commission of Republic of Srpska, the Di-
rector of the Banking Agency of Republic of Srpska
and the Director of the Insurance Agency of Repub-
lic of Srpska.

Within the framework of the Committee’s activ-
ities, the Agency continuously cooperates with the
Banking Agency of Republic of Srpska and the Secu-
rities Commission of Republic of Srpska, primarily
through the exchange of data and information nec-
essary for conducting supervisory activities and co-
ordination of activities within the European integra-
tion process. The Committee members also conduct
educational and promotional activities aimed at the
development of the financial market of Republic of
Srpska. The Director of the Agency, Drazenka Janja-
nin, serves as Chair of the Committee in 2026.

Membership in the International
Association of Insurance
Supervisors (IAIS) and the
International Organisation of
Pension Supervisors (IOPS)

During its twenty years of operation as a supervi-
sory and regulatory authority, the Agency has man-
aged to establish international visibility and recog-

nition as the sole institution responsible for the su-
pervision of insurance and voluntary pension insur-
ance in Republic of Srpska, operating independent-
ly of any institution at the level of BiH. This repu-
tation was confirmed in 2023, when the Agency be-
came a full member of the International Association
of Insurance Supervisors (IAIS) and the International
Organisation of Pension Supervisors (IOPS). Through
membership in IAIS and IOPS, the Agency has gained
the opportunity to participate through its represen-
tatives in highly specialised working groups and fo-
rums for the exchange of experience and superviso-
ry standards. This will enable the Agency to acquire
timely knowledge and best practices for addressing
potential risks to the stability of the insurance mar-
ket and voluntary pension insurance sector. Glob-
al challenges and risks arising from technological
and digital innovations, climate-related risks and sus-
tainable development requirements will undoubted-
ly have an impact on the domestic insurance market
as well. Therefore, it is expected that the adapted im-
plementation of standards and guidelines issued by
IAIS and IOPS will enable appropriate regulatory ac-
tion aimed at preserving market stability.
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Regulatory Framework

With the aim of modernising and harmonising
the regulatory framework with EU law, in addition to
the Law on Insurance Companies, which established
the Agency, the same year also saw the adoption of
the Law on Insurance Intermediation, and the Law
on Motor Third Party Liability Insurance and Oth-
er Mandatory Liability Insurance. In performing its
regulatory function, between 1 April and the end of
2006, the Agency prepared and adopted 22 by-laws
provided for by insurance legislation, and prepared
six additional bylaws adopted at the beginning of the
following year, thereby establishing the legal frame-
work for the insurance sector in Republic of Srpska.

In cooperation with the Ministry of Finance of
Republic of Srpska, the Agency actively participates
in the development of proposals for new legal solu-
tions in the field of insurance. The Law on Mandato-
ry Traffic Insurance, adopted in 2015, introduced the
transition to free pricing of motor third party liabil-
ity insurance premiums, more precise regulation of
other forms of mandatory insurance in traffic and a
clearer definition of the competences of the Protec-
tion Fund of Republic of Srpska. The Law on Insur-
ance Representation and Insurance and Reinsurance
Intermediation, adopted in 2017, regulates in detail
the activities and scope of insurance representation
and insurance/reinsurance intermediation, the con-
ditions for issuing and revoking authorisations and
supervision over the performance of representation
and intermediation activities.

The Agency’s regulatory activities are aimed at
preserving the stability and promoting the develop-
ment of the insurance sector in Republic of Srpska,

through the adoption of new and improvement of ex-
isting secondary legislation in the field of insurance

The legal framework governing insurance activi-

ties in the Republic of Srpska consists of the follow-
ing laws and by-laws (in force as of 31 December 2025):

« Law on Insurance Companies (“Official
Gazette of the Republic of Srpska”, No. 17/05,
01/06, 62/06, 74/10, 47/17 and 58/19)

- Rulebook on Additional Supervision of
Insurance Groups (“Official Gazette of the
Republic of Srpska”, No. 55/24)

- Rulebook on the Form and Content of
Supervisory and Statistical Reports of Insurance
and Reinsurance Companies (“Official Gazette
of the Republic of Srpska”, No. 3/21)

- Rulebook on the Rules for Establishment and
Operations of Branch Offices of Insurance
Companies in Inter-Entity Business (“Official
Gazette of the Republic of Srpska”, No. 77/19,
96/19, 117/20, 3/24)

- Rulebook on the Content, Manner, and Deadlines
for Submission of Reports, Notifications, and
Other Data by Insurance Companies (“Official
Gazette of the Republic of Srpska”, No. 91/14,
3/23)

- Rulebook on the Procedure for Acquisition of
a Qualified Holding in an Insurance Company
(“Official Gazette of the Republic of Srpska”, No.
89/19)

- Rulebook on Internal Audit in Insurance
Companies (“Official Gazette of the Republic
of Srpska”, No. 77/19)

- Rulebook on the Handling of Complaints by
Insurance Companies (“Official Gazette of
Republic of Srpska”, No. 10/15)
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Rulebook on the Content and Manner of
Maintaining the Register of Insurance
Companies and Branch Offices at the Insurance
Agency of the Republic of Srpska (“Official
Gazette of the Republic of Srpska”, No. 65/13,
77/19, 37/24)

Rulebook on the Elements and Control of the
Solvency Margin of Insurance Companies
(“Official Gazette of the Republic of Srpska”,
No. 103/12)

Rulebook on the Method of Calculating Capital
and Capital Adequacy of Insurance Companies
(“Official Gazette of the Republic of Srpska”, No.
89/19)

Rulebook on Persons in Significant Positions in
Insurance Companies (“Official Gazette of the
Republic of Srpska”, No. 6116, 77/19, 37/24)
Rulebook on the Method of Determining and
Monitoring the Liquidity of Insurance and
Reinsurance Companies (“Official Gazette of
the Republic of Srpska”, No. 38/15)

Rulebook on the Valuation of On-Balance-Sheet
and Off-Balance-Sheet Positions of Insurance
Companies (“Official Gazette of the Republic of
Srpska”, No. 10/09, 91/14, 57/22)

Rulebook on the Investment of Insurance
Company Assets (“Official Gazette of the
Republic of Srpska”, No. 117/20, 23/21, 118/22, 1/23,
25/23, 83/24, 7/25)

Rulebook on the Content of the Independent
Auditor’s Report on the Audit of Financial
and Other Reports of Insurance Companies
(“Official Gazette of the Republic of Srpska”,
No. 7/08, 106/08, 127/11)

Rulebook on the Supervision of Market
Participants in the Insurance Sector (“Official
Gazette of the Republic of Srpska”, No. 77/19)
Rulebook on the Method of Registration
and Maintenance of the Register of Licensed
Actuaries with the Insurance Agency of the
Republic of Srpska (“Official Gazette of the
Republic of Srpska”, No. 57/06)

Rulebook on the Conditions for Acquiring and
Revoking the Title of Licensed Actuary (“Official
Gazette of the Republic of Srpska”, No. 57/06,
71/08)

Rulebook on Unit-Linked Life Insurance
(“Official Gazette of the Republic of Srpska”,
No. 116/06)

Rulebook on Technical Provisions (“Official
Gazette of the Republic of Srpska”, No. 116/06)
Decision on Types of Insurance (“Official
Gazette of the Republic of Srpska”, No. 3/23)
Decision on Electronic Submission of
Supervisory and Statistical Reports of Market
Participants in the Insurance and Voluntary
Pension Insurance Sectors (“Official Gazette
of the Republic of Srpska”, No. 3/21, 79/25)
Decision on the Manner of Using Certain
Categories of Assets to Cover Technical
Provisions of Insurance Companies (“Official
Gazette of the Republic of Srpska”, No. 87/15,
118/20)

Decision on the Conditions Under Which
an Insurance Company May Conclude a
Reinsurance Contract with a Reinsurance
Company Not Licensed to Operate in BiH
(“Official Gazette of the Republic of Srpska”,
No. 32/08)
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Decision on Legal Protection Insurance and
Assistance Insurance (“Official Gazette of the
Republic of Srpska”, No. 15/07)

Decision on Conditions for Insurance with
a Foreign Insurer (“Official Gazette of the
Republic of Srpska”, No. 15/07)

Decision on the Content of the Opinion of a
Licensed Actuary (“Official Gazette of the
Republic of Srpska”, No. 15/07)

Decision on Establishing the List of Experts
Authorized to Conduct Inspections in Insurance
Companies (“Official Gazette of the Republic of
Srpska”, No. 70/06, 15/07)

Decision on the Documents to be Submitted
with an Application for an Operating License
(“Official Gazette of the Republic of Srpska”, No.
116/06)

Law on Compulsory Traffic Insurance
(“Official Gazette of the Republic of Srpska”,
No. 82/15, 78/20 W 1/22)

Rulebook on the Content, Method of Collection,
Maintenance, and Access to Data from the
Register of the Information Centre of the
Insurance Agency of the Republic of Srpska
(“Official Gazette of the Republic of Srpska”,
No. 61/16)

Rulebook on the Minimum Content of
Databases and the Central Electronic Record
for Compulsory Traffic Insurance (“Official
Gazette of the Republic of Srpska”, No. 37/24,
116/25)

Rulebook on the Method of Determining,
Calculating, and Payment Deadlines for
Contributions to the Protection Fund of the
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Republic of Srpska (“Official Gazette of the
Republic of Srpska”, No. 107/15, 50/16)
Decision on the Joint Tariff of Premiums and
the Price List for Motor Vehicle Third-Party
Liability Insurance in the Republic of Srpska
(“Official Gazette of the Republic of Srpska”,
No. 8/24, 91/24, 41/25, 111/25)

Decision on the Form and Content of Supervisory
and Statistical Reports of the Protection Fund
of the Republic of Srpska (“Official Gazette of
the Republic of Srpska”, No. 91/14, 113/17, 75/22)
Decision on the Minimum Content of Terms
and the Insurance Policy for Motor Vehicle
Owners’ Liability for Damage Caused to Third
Parties (“Official Gazette of the Republic of
Srpska”, No. 101/15, 79/25)

Decision on Granting Consent to the Decision
on the Organization of the Protection Fund of
the Republic of Srpska (“Official Gazette of the
Republic of Srpska”, No. 57/06)

Law on Insurance Agency and Intermediation
in Insurance and Reinsurance (“Official
Gazette of the Republic of Srpska”, No 47/17)
Rulebook on the Content and Method of
Maintaining the Registers of Insurance and
Reinsurance Agents and Brokers (“Official
Gazette of the Republic of Srpska”, No. 21/19)
Rulebook on the Relations between Insurance
Agents and Insurance Companies and on the
Limitation of Agent Commissions (“Official
Gazette of the Republic of Srpska”, No. 21/19,
85/21, 65/25)

Rulebook on the Professional Examination for
Performing Insurance Agency and Brokerage
Activities and Activities of Voluntary Pension
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Fund Agency (“Official Gazette of the Republic
of Srpska”, No. 23/18, 14/25)

Rulebook on the Procedure for Issuing
Authorizations and Licenses for Insurance
Agency and Brokerage and Registration in
the Registers of the Insurance Agency of the
Republic of Srpska (“Official Gazette of the
Republic of Srpska”, No. 23/18, 57/22)
Rulebook on the Submission of Reports,
Notifications, and Other Data by Insurance
and Reinsurance Agents and Brokers (“Official
Gazette of the Republic of Srpska”, No. 13/17,
117/20, 3/22)

Law on Voluntary Pension Funds and
Pension Plans (“Official Gazette of the Republic
of Srpska”, No. 13/09, 107/19 # 100/25)
Rulebook on the Conditions and Manner of
Programmed Withdrawals of Accumulated
Assets in a Voluntary Pension Fund (“Official
Gazette of the Republic of Srpska”, No. 117/20)
Rulebook on the Audit of Reports of the Voluntary
Pension Fund Management Company and the
Voluntary Pension Fund (“Official Gazette of
the Republic of Srpska”, No. 120/18)

Rulebook on the Content and Manner of
Submitting Reports by Voluntary Pension
Fund Management Companies and Voluntary
Pension Funds to the Insurance Agency of the
Republic of Srpska (“Official Gazette of the
Republic of Srpska”, No. 43/18, 75/22)
Rulebook on the Content and Manner of
Maintaining the Register of Voluntary Pension
Fund Management Companies and Voluntary
Pension Funds (“Official Gazette of the Republic
of Srpska”, No. 23/18)
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Rulebook on the Determination of Asset
Value, Calculation of Net Asset Value, and
Determination of Unit Value of a Voluntary
Pension Fund (“Official Gazette of the Republic
of Srpska”, No. 113/17, 43/18)

Rulebook on the Content and Standardized
Form of'the Application for Issuance of a License
to Operate and a License for the Organization
and Management of a Voluntary Pension Fund
(“Official Gazette of the Republic of Srpska”, No.
76/09)

Rulebook on the Minimum Organizational,
Staffing, and Technical Requirements for
Voluntary Pension Fund Management
Companies (“Official Gazette of the Republic
of Srpska”, No. 76/09)

Rulebook on the Procedure for Opening
Individual Accounts, Maintaining the Register
of Individual Accounts, Transfer of Funds, and
Issuance of Individual Account Statements for
Members of Voluntary Pension Funds (“Official
Gazette of the Republic of Srpska”, No. 76/09)
Rulebook on Advertising and Marketing of
Voluntary Pension Funds (“Official Gazette of
the Republic of Srpska”, No. 76/09)

Rulebook on the Content of the Prospectus and
Short Prospectus of Voluntary Pension Funds
(“Official Gazette of the Republic of Srpska”, No.
76/09)

Rulebook on the Procedure for Risk Assessment
Related to Money Laundering and Financing
of Terrorist Activities (“Official Gazette of the
Republic of Srpska”, No.114/21)
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As is well known, the development of insurance is
conditioned by general economic development, spe-
cifically the level of socio-economic growth. Devel-
oped insurance systems are characteristic of mar-
ket-oriented economies, while insurance is in its in-
fancy in states that have faced the burden of transi-
tion from a centrally planned to a market economy.
In this sense, one should understand the initial state
in Republic of Srpska at the time of the Agency’s es-
tablishment, as well as the achieved level of develop-

ment, which can and must be linked to the econom-
ic growth rate. Generally speaking, the last twen-
ty years have been marked by a turbulent business
and legal environment, which directly reflected on
the insurance sector, which underwent a transition
from a self-managed economy to the establishment
of a market economy in an incomparably shorter pe-
riod than other states with similar social systems. In
this regard, the specificities of the insurance market,
which will be discussed below, should be understood.

2006

2007

2008 2009 2010 2011 2012 2013 2014 2015

«B=Total premium per capita ewsNon-life premium per capita

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

=@=Life premium per capita

Chart 3: Premium per capita in BAM '

The first and fundamental feature of the insurance
market in the observed period is state intervention-
ism. Namely, the state sought, through a set of regu-
lations relating to insurance, to create an encourag-
ing environment for the development of insurance
on one hand, while on the other, it undoubtedly had
to protect the liquidity and solvency of insurers who

1 All 2025 data in this edition are unaudited

faced additional challenges during the transition. In-
surers in the former Yugoslavia were mostly state-
owned companies in a monopolistic position, and
their portfolio related almost exclusively to compul-
sory insurance. It is clear that there could be no talk
of developing the life insurance business, especially
given the living standard of citizens and their lack of

[ 45 ]



Insurance Agency of Republic of Srpska ||| 20 years

familiarity with financial services in general, and in-
surance in particular. At the moment when the insur-
ance market of Republic of Srpska began preparing
for European integration, a new era began for insur-
ers. Therefore, the period of twenty years ago is as-
sociated with intensive legislative activity, which was
necessary to create a strong legal and institutional
framework for insurance. In the following section, we
will review the most significant characteristics and
trends present in the insurance market of Republc
of Srpska during the observed period.

Insurance penetration and insurance density in
the market are usually taken as indicators of the
achieved level of insurance market development. Re-
garding insurance penetration, there were no sig-
nificant changes; specifically, the share of insurance
premiums in GDP stagnated at a level of around 2%
throughout the entire observed period. On the oth-
er hand, the premium amount per capita increased
from 80 BAM in 2006 to 339 BAM in 2025, represent-
ing a positive trend, with the observation that spe-
cial attention needs to be paid to the growth of life
insurance premiums per capita.

Non-life insurance ac-
counted for 83%, and life in-

Insurance premi-
um in the insurance mar-
ket of Republic of Srps-
ka in 2025 amounted to
385.7 million BAM

surance for 17% of the to-
tal premium for 2025

The share of motor
third-party liability insur-
ance in the total premi-
um for 2025 was 54%.

In the insurance market of Re-
public of Srpska in 2025, 1,495 persons
were employed (including the Protec-

tion Fund of Republic of Srpska)

The amount of set-
tled claims in the insur-
ance market of Republic

of Srpska in 2025 amount-
ed to 141.6 million BAM

The Herfind-
ahl-Hirschman Index in
2025 amounted to 583
points, indicating that there

The total pre-
mium per capita of Re-
public of Srpska in 2025
amounted to approximate-
ly 349 BAM (non-life 290
BAM, life 59 BAM).

is fairly strong competi-
tion in the insurance mar-
ket of Republic of Srpska

Chart 4: Basic indicators of the insurance market of Republic of Srpska in 2025
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The observed insurance market development in-
dicators clearly show a positive growth trend of the
insurance market in Republic of Srpska. Two key in-
dicators stand out from the observed data. First, the
share of motor third-party liability insurance in the
total portfolio amounted to as much as 54% for 2025,
clearly confirming the observation that the insurance
market was and remains motor-centric. Related to
this is the fact that the share of life insurance in the
total premium is 17%. Second, the total premium per
capita in the same year is slightly higher than 150 eu-
ros, with one-fifth of that amount going to life insur-
ance. From this scheme, we can conclude that there
is a potential for the development of the insurance
market in RS, which should be utilized.

More than the twenty years, celebrated by the
Agency, is required for a fundamental transforma-
tion of the RS insurance market. Two main factors
for the positive growth trend of the Republic of Srps-
ka insurance market pro futuro are identified as the
development of an insurance culture and economic
stabilization. Inherited mistrust in insurance, dating
back to the 1980s, can be overcome as an obstacle to
market development through education and finan-

cial literacy, which has been on the Agency’s agenda
since its establishment.

Specific to BiH is that, thanks to the agreement
signed in Dayton in 1995, insurance fell under the ju-
risdiction of the entities, leading to the adoption of
parallel entity laws.

PARTICIPANTS IN THE INSURANCE
MARKET OF REPUBLIC OF SRPSKA

During the twenty-year period, a continuous
growth in the number of participants has been pres-
ent in the insurance market. Primarily, the number
of companies based in Republic of Srpska increased
from g to 12, and there is an evident intensive growth
in the number of physical and legal entities repre-
senting external insurance sales channels. The 2005
legislative package enabled the inter-entity provision
of insurance services, which further influenced the
number of active market participants. The following
tabular overview shows how the number of active
participants changed during the twenty-year period.
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PARTICIPANT S ST ISR IQ I II I I LTI L 8 R

Insurance companies from 9 11 11 11 11 11 11 12 12 12 14 14 15 15 14 14 14 14 14 14
Republic of Srpska

Branch offices of theinsurance . ;¢ ¢ g g 9 13 11 11 11 12 11 101010 9 9 9

companies from FBiH

Insurance agents — natural
persons, of which

registered businesses
as entrepreneurs

Insurance agency companies
from Republic of Srpska

Branch offices of the insurance
agency companies from FBiH

Insurance brokers —
natural persons

Brokerage companies from
Republic of Srpska

Branch offices of the brokerage
companies from FBiH

Certified actuaries

190 206 163 143 129 145 134 144 154 164 203 300 382 521 552 569 594 602 689
28 26 26 20 27 30 33 31 32 33 32 41 60 72 93 103

4 10 10 10 6 7 7 8 10 12 13 16 19 18 18 17 17 20 20

3 4 5 4 4 5 4 5 4 4 4 4 4 4 4 4 3

1 0 5 58 85 117 143103 35 24 24 19 15 14 21 24

2 2 1 1 3 3 2 2 2 2 2 2 5 6

12 15 16 12 16 18 21 28 31 32 33 36 38 38 38 38 40 40 40 40

Table 1: Participants in the insurance market of Republic of Srpska
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2014
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2015.
0,0%
10,4%
57,5%
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2016.
0,024
0,0%

62,2%

37.8%

2017.
0,0%
0,0%

61,4%

38.6%

2018,

0.0%

0.0%
58,7%0
41,3%

2019.
0,0%
0.0%
57,6%

42,4%

2020,
0,0%
13.8%
41.6%
44,5%

2021
0,0%
13.8%,
41.4%
44.8%

2022, 2023,
0,0% 0.0%
13.0% 12,29
41,1% 50,0%

45.9% 37,8%

2024.

2025.

0,0% 0,0%
11.5% 11,1%
48,9% 50,2%

39,6% 38,7%

Chart 5: The total share and number of insurance companies in the total insurance market premium
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Chart 6: HHI by types of insurance
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¥ competition
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The Herfind-
ahl Hirschman in-
dex and the share of
companies by peer
groups indicate a
continuous growth
of competition in
the insurance mar-
ket, due to increased
competition in the
non-life insurance
segment.
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Insurance premiums record continuous growth, lion BAM to 385.7 million BAM. Non-life insurance
with an average annual growth rate of approximately ~premiums increased 3.5 times, while on the other
8%. In the observed twenty-year period, the total in- hand, life insurance premiums are as much as 19.6
surance premium increased fourfold, from g95.0 mil-  times higher due to a low initial amount in 2006.

in BAM wmillions
450

350

300 73%
.

8.3%
250 6o  A7% 0.7% '
7.6% -
8,4% O

200 6.8% o
7 ;
3,9% e

ol S v
150 83% 4% 53 s
14,0% : =
10,7% 2
00, 2

2006 2007 2008 2008 2010 2011 2012 2013 2014 2015 016 2017 2018 2019 2020 2021 2022 2023 2024 2025
— ] ife 33 49 7.6 103 122 158 18,1 3,2 270 30,5 a7 349 78 434 45,6 533 5.8 56,8 61,6 64,9
—Non-life 91,7 1002 1123 1196 1228 1264 1350 1358 1441 1522 1655 1784 1883 1932 1927 2048 2221 2637 2946 3209
=e=TOTAL 950 1052 1199 1298 1350 1422 1531 | 1590 1711 1828 1981 2133 1261 236 2383 2581 2769 3205 3562 MS7

Chart 7: Premium trend
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From the previously presented chart, the conclu-  portfolio structure, except for a minor increase in the
sion is that throughout the entire observed period, share of life insurance premiums.
there were no significant changes in the insurance

160
in BAM millions

140 -

120

100 |

6,7%

m 4

60 -

dj] o

20 -

. -_Zﬂlil 2011 2012 _ZDIB 2014 2015 2016 2017 2018 2019 2020 2021_ 2022 2023 2024 2025_

e Life 1,7 20 T 30 53 8.1 10,1 10,1 96 10,6 14,1 205 238 251 26,6 303
wmm Non-life| 42,6 41,1 41,7 449 596 444 50,6 522 63.5 63.5 649 72,7 850 96.9 102,7 1113
=s=TOTAL| 443 43,1 444 479 649 525 60,7 613 731 741 791 932 1088 1220 1293 1416

Chart 8: Paid claims

Data on paid claims show that in the observed pe-
riod from 2010 to 2025, 1.2 billion BAM was paid out.
In the observed period, the amount of paid claims
increased 3.2 times, from 4.3 million BAM to 121.6
million BAM. This is very significant data, as the in-
surance sector builds consumer trust, among other
things, through its relationship with clients during
the claim settlement phase.
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The assets of insurance Insurance companies
companies from Republic from Republic of Srpska
of Srpska at the end of paid out claims in the to-
2025 amounted to 734.3 tal amount of 132.4 mil-
million BAM. lion BAM in 2025.

Calculated techni- Insurance compa- The liquidity ratio was 4.8%,

cal provisions at the nies from Republic of Srps- reflecting the ability to set-
end of 2025 amounted to ka had 1,390 employees tle liabilities within maturi-
473 million BAM. at the end of 2025. ty periods at the sector level.

The premium writ-
The available capital ad- ten by insurance compa-
equacy rate as of Decem- nies from Republic of Srps-
ber 31, 2025, was 22.6%.. ka in 2025 amounted to

344.7 million BAM.

Chart 9: Performance indicators of insurance companies in 2025

[ 65 ]



Insurance Agency of Republic of Srpska ||| 20 years

O N 0O O O ™ ™ 0 O © O = N M ¢ 10
INSURANCE |8 6 8 3 2 2 8 2 32 882888 8K

©O O O O 0O O 0O OO O o0 o0 b oo 6 o 6 o o Note
COMPANY N N NN N ANANANANANANANANANANACANNASNAS®

2016. changed
name to Atos

Atos

2020. merged to Grawe

Aura

Garant ‘

2010. changed

Kosig Dunav
9 name to Dunav

Euros

Mikrofin ‘

Krajina 2008. changed name to
Kopaonik Triglav Krajina Kopaonik

2011. changed
name to Triglav

Triglav

2008. changed
name to Wiener

Wiener

Table 2: Insurance companies based in Republic of Srpska (2006—2025)
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Comparative Overview of Trends in Calculated Technical
Provisions, Share Capital, and Written Premium

The following chart presents a comparison of the
trends in the amounts of calculated technical provi-
sions, written premiums, and share capital for the pe-
riod 2006—2025. This overview reveals both a stable
development trend and an adequate nominal and rel-
ative correlation of the displayed indicators through-
out the entire period.

When analyzing the presented data, it should be
noted that the level of share capital is linked to le-
gally prescribed amounts and that capital adequacy
is an indicator observed from the standpoint of sol-
vency requirements for insurance companies.

004 2087 2008. . b1 N . . » oM.

SHARE CAFITAL = TECHNICAL RESERVES - TOTAL

s PREMIUM WRITTEN

W . 2018, ms. 2020, w. ne b i N M. b -8

o= = upital gromth rate = #=Crowth rate af technleal riserves =t=Premium grimth rase

Chart 10: Comparative overview of calculated technical provisions, share capital, and written premium
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Chart 11: Capital adequacy rate

Insurance companies based in Republic of Srpska
are obliged to continuously maintain a level of capital
adequate to the volume and types of insurance busi-
ness they perform, i.e., the risks they are exposed to
in their operations.

Throughout the observed period, compliance with
the prescribed capital adequacy requirements is ev-
ident in both life and non-life insurance, with a cer-
tain shortfall expressed only in 2014 due to risks that
spilled over from the banking sector.

In addition to meeting the prescribed capital ad-
equacy requirements, insurance companies are re-

quired to hold an amount of at least 50% of the min-
imum guarantee fund in dedicated term deposits or
securities issued or guaranteed by Bosnia and Her-
zegovina, Republic of Srpska, or the Central Bank of
BiH. Throughout the entire observed period, all in-
surance companies met this requirement, maintain-
ing the required coverage in the aforementioned as-
sets, which serve exclusively to protect policyholders
and preserve the solvency of the insurance company
and cannot be used for other purposes.

[ 58 ]



Insurance Agency of Republic of Srpska ||| 20 years

Calculation and coverage of
technical provisions

An actuarially-based calculation of technical pro-
visions is a vital prerequisite for maintaining the sol-
vency of insurance companies, thereby contributing
to better protection of the interests of policyholders
and insurance beneficiaries, as well as strengthen-
ing trust in the insurance industry. In their opera-
tions, aiming for long-term business sustainability
and the protection of insurance users and third-par-
ty injured persons, insurance companies are obliged
to form an adequate level of technical provisions. Be-
sides the amount itself, attention must be paid to the
adequacy of the structure to ensure the preservation
and increase of their real value.

The rules for calculating technical provisions are
prescribed by the Agency’s subordinate legislation,
and their adequate application is subject to control
by both authorized actuaries and the Agency through
mandatory periodic reports and off-site and on-site
supervision. Since different conditions and invest-
ment limits apply to life and non-life insurance, sep-

arate overviews for non-life and life insurance for the
period 2006-2025 are provided below.
Insurance companies are guided by two principles
when placing funds:
« providing a high level of risk protection for
their policyholders,
« achieving the highest possible return on
investment.

The significance of insurance companies' activi-
ties as participants in financial markets is reflected
in the following:

« Insurance provides financial stability and
reduces uncertainty through the indemnification
function for those who have suffered a loss.
This reduces the effect of mass bankruptcies
that could have catastrophic consequences for
production, employment, tax revenues, and the
general state of the economy.

+ Based on collected premiums, insurance
companies are able to finance large
infrastructure projects, thereby positively
impacting the country's economic growth.

« Insurance ensures efficient risk management
and the transformation of risk assessment.
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Chart 13: Technical provisions — non-life insurance

While the regulator prescribes the investment
of insurance funds through bylaws, companies are
left to further specify the risk profiles they assume
during investment through their investment policy
as an internal act, regarding both quantitative and
qualitative criteria. This approach allows companies
to adapt their investments to their business strategies

and short-term and long-term goals within regulato-
ry constraints, remaining flexible to the extent that
exogenous variables dictate the need for adjustments.

The categories of assets in which funds can be in-
vested are aligned with the level of development of
the capital market in Republic of Srpska, and the
prescribed maximum for investment in individual
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categories corresponds to the risk profile of the as-
set. The Agency's bylaws prescribe limits for invest-
ing technical provision funds into specific forms of
assets listed in the Agency's Rulebook. -
Observing the share of individual asset categories
and changes in the structure during the observed
period, primarily in non-life insurance, we note the
following:
- Due to the level of capital market development,
the share of government securities in the
portfolio structure is dominant. Given that
this market segment is very dynamic, with
satisfactory yields and a diversified maturity
2007, o 2000, oo, 2on, . s, 4. s, o6,
o0 37 1.7 £33 33 31 44 24 129 92
Cash in the giro account 4.1 58 2,0 42 7.0 50 6.7 43 33 37
W Securities 199 15,7 32 128 6.6 10,0 132 11,7 17,7 19,18
" Real estates 342 26,7 383 34,6 346 31,1 304 239 293 26,44
Term deposits 240 38,0 516 35 39 39 40,0 262 33,1 3721

-

E

2

o

2

£

= Other *

and currency structure, investing in government
securities represents a high-quality option for
companies

It is noticeable that, considering the maturity
of securities, investment flexibility in life
insurance is lower, with the share of government
securities hovering around go%, while non-life
insurance offers more room to react to changes
in market conditions and subsequent changes
in the portfolio structure. Regarding the impact
on investment income, this circumstance acts to
some extent as a limiting factor in investment

management
g,ll 0 4, 203N,

T, s, 2019, 2020, 021 201, 2,
72 3 69 78 166 1 14 1
45 61 67 56 56 64 L+ as 78

7.5 41 52 58 7.0 48 54 &1 A6
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Chart 14: Investment structure of technical provisions — non-life insurance

- Deposits with commercial banks, relative to
changes in market interest rates and given
their usual maturity of up to 12 months or
less, represent a profitable investment option
in conditions of rising interest rates, with the
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Chart 15: Technical provisions - life insurance

Life insurance premiums in Republic of Srpska
grow year by year, meaning that insurance compa-
nies possess significant potential for investment in
the financial market in the form of technical provi-
sions. It is the obligation of insurance companies to
invest technical provisions in accordance with regu-
lations to increase their value and meet their liabil-
ities. When placing available funds, insurance com-
panies must strive for a profit at least equal to the
average interest rate earned on the capital market.

What is crucial from the capital market perspec-
tive are the technical provisions of insurance com-
panies, which can be invested in various forms of as-
sets. In 2025, technical provisions for life insurance
amounted to 186.; million BAM. The largest share of
total technical provisions consists of the mathemat-
ical reserve, which grows annually. Given the scarce
supply of securities on the capital market and pre-
scribed investment limits, insurance companies are
required to invest technical provision funds in assets

considered reliable, available over a longer period,
and of stable real value.

Total investments of insurance companies are di-
vided into the following individual items: investments
in bank deposits, investments in bonds, funds in gyro
accounts, loans, and real estate.
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Chart 16: Investment structure of technical provisions — life insurance

Throughout the observed period from 2006 to
2025, despite environmental challenges, the amount
of invested funds in the Republic of Srpska insurance
market grew continuously.

The conclusion to be drawn is that investment, es-
pecially in complex times, is an extremely import-
ant activity for both the professional services and
the management of insurance companies, requiring
adequate attention as it yields multiple positive ef-
fects. The observed period brought specifically dif-
ficult business conditions in the core activity and
above-average interest rate levels, so the analysis of
investment effects for this period carries limitations
that must be acknowledged. As inflationary pressures
ease and inflation returns to central bank target cor-
ridors, interest rates are declining, posing new chal-
lenges for investment professionals and company

management boards alike. The reduction in invest-
ment results due to lower market interest rates re-
quires additional attention and optimization to min-
imize these effects, as well as very careful portfolio
management in limited market conditions and strate-
gic investment planning aligned with corporate busi-
ness strategies. In addition to developing human re-
source potential by investing in training and spe-
cialized staff, there is a recognized need to invest in
digital platforms and application solutions that al-
low better insight into investment activities, result
tracking, and a basis for current and strategic plan-
ning. All the above testifies to the complexity of the
topic of investing insurance funds and should serve
as an incentive for professionals to further dedicate
themselves to this field.
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OTHER PERFORMANCE INDICATORS
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Table 3: Other performance indicators

Throughout the entire twenty-year period, all in- ments, the Agency treats the reported indicators of
dicators of the stability and solvency of the insurance  the insurance sector with a certain degree of caution.
sector were at a satisfactory level and in accordance
with legal requirements.

However, it should be kept in mind that, under the
current regulatory framework, the valuation of cap-
ital adequacy, assets, and similar items is not based
on a risk-based approach. Therefore, until the reg-
ulatory framework changes to introduce risk-based
management and other relevant regulatory require-
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Voluntary pension insurance activities in Repub-
lic of Srpska commenced at the end of 2017 with the
establishment of the first (and so far only) voluntary
pension fund management company: The Manage-
ment Company for the European Voluntary Pension
Fund j.s.c. Banja Luka.

Within the voluntary pension insurance sector,
one voluntary pension fund is organized: The Euro-
pean Voluntary Pension Fund Banja Luka. This fund

1s managed by the management company. The fund is
organized as an open voluntary pension fund for the
purpose of collecting monetary funds through volun-
tary pension contribution payments by the contribu-
tors and investing those funds to increase asset value.

The number of active fund members has grown
constantly, especially in 2020, when a large number
of new members joined through pension plans of
public enterprises and public institutions.

37.006 39.043 40.313
36.416
33.321
29.381
3.169
16 991
—— -
2017 2018 2019 2020 2021 2022 2023 2024 2025

B First payment in the Fund was on 11 November 2017. At the end of reporting period on 31 December 2017 there was 16 members.

Chart 17: Number of total active members of voluntary pension fund
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Chart 18: Net asset value of voluntary pension fund
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Liberalization of the Motor Third-
Party Liability (MTPL) Market

Due to its pronounced social function within a
country’s insurance system and the legal/finan-
cial system in general, Motor Third-Party Liability
(MTPL) insurance is statutory and mandatory for al-
most all motor vehicle owners. Developing insurance
markets share a common characteristic: they are of-
ten described as “auto-centric.” This means that the
share of MTPL premiums within the non-life insur-
ance portfolio exceeds 50%. When Casco (compre-
hensive motor) insurance is added to this, the fig-
ure typically surpasses 70% of the non-life market.
In this regard, the market of Republic of Srpska is
no exception.

Beyond indicating that the local market is highly
sensitive to this line of business, auto-centricity sends
another message: that the insurance culture has not
yet reached an enviable level.

Liberalization entails the free formation of insur-
ance prices, without prior—and in most cases, subse-
quent—intervention by the regulator regarding insur-
ance conditions and tariffs/price lists. The free pric-
ing of all insurance lines, including mandatory ones,
based on actuarial principles, is a natural progres-
sion that accompanies market evolution.

The Law on Compulsory Traffic Insurance (“Offi-
cial Gazette of Republic of Srpska”, No. 82/15, 78/20,
and 1/23) initiated the gradual liberalization of the
MTPL market by abolishing the obligation for insur-
ance companies operating in Republic of Srpska to
seek prior approval from the Agency for their insur-
ance conditions. The same Law stipulates that the
Agency is responsible for reporting on the fulfill-

ment of conditions for terminating the obligation of
insurance companies to obtain prior Agency approval
for their own premium tariffs and MTPL price lists.

Activities related to the drafting of the Law on
Compulsory Traffic Insurance and the implementa-
tion of the Project: “BiH 10295: Liberalization of the
MTPL Insurance Market” formed the backbone of
the Agency’s work in establishing the prerequisites
for market liberalization. The adoption of this Law
significantly aligned the legal framework of Repub-
lic of Srpska with the codified Motor Insurance Di-
rective (2009/103/EC).

Although MTPL market liberalization is generally
in the interest of policyholders, genuine benefits for
the insured can only be discussed once two groups
of prerequisites are cumulatively met. The first is a
shift in the policyholders’ mindset. Specifically, the
average motor vehicle owner and MTPL policyholder
views this insurance merely as another tax within the
vehicle registration process. For the insurance market
of Republic of Srpska to benefit from liberalization,
it is not enough to focus solely on the capital prepa-
ration of insurance companies in terms of strength-
ening their provisions.It is crucial that this process
1s accompanied by a clear strategy centered on the
policyholder. They must be empowered through risk
literacy and knowledge of risk mitigation methods.
Only educated consumers can make informed deci-
sions regarding the purchase of mandatory insurance
that serves their best interests. Otherwise, both the
consumers and the market itself could easily fall vic-
tim to unfair competition. In the long run, new prod-
ucts should emerge through the bundling of multiple
insurance lines, which could potentially be conclud-
ed for an indefinite period or with multi-year dura-
tions. There will also be a possibility to extend cov-
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erage, in the sense of expanding indemnity to oth-
er persons who do not fall within the legally defined
scope of third parties.

The second group of prerequisites for a meaning-
ful liberalization of MTPL prices concerns the Agen-
cy’s activities aimed at strengthening the capital of
insurance companies and improving the calculation
and coverage of technical provisions through en-
hanced supervision. This also includes the adequate
valuation of assets and liabilities based on interna-
tional accounting standards, which will, directly or
indirectly, create better preconditions for the liber-
alization of prices/premiums in mandatory MTPL
insurance. It is vital that the market is adequately
prepared to withstand the “first hit” of liberalization,
which, according to the experience of other coun-
tries, is inevitable. All of this is intended to prevent
market instability and ensure the protection of in-
surance service users.

Transition to the Solvency II
Regulatory Framework

Aligning insurance regulation with EU standards
is one of the conditions for accession to the Euro-
pean Union. The gradual introduction of risk-based
supervision of insurance companies and the fulfill-
ment of other requirements that the Solvency II con-
cept places before supervisors represent one of the
greatest challenges in the development of the Agen-
cy’s supervisory practices.

The implementation of the Solvency II concept is
expected to lead to the following outcomes: 1) chang-
es in the volume of capital and provisioning; 2) defi-
nition of required premiums and insurance prod-

uct content; 3) realization of investment profits; 1)
risk transfer; 5) a different structure of the insurance
company’s governing bodies; 6) new forms of consol-
idation among insurance companies; 7) a modified
role for the supervisory body, etc. Under Solvency
I1, the greatest expectations are placed on the enter-
prise-wide risk management system and the devel-
opment of appropriate mechanisms for regular risk
measurement and management. Equally significant
for realizing the core idea of Solvency II is ensuring
business transparency, i.e., the publication of insur-
ance company performance reports. Finally, insur-
ance companies must adopt a specific compliance
program, i.e., revise their regulatory implementation
systems, particularly regarding accountability for
non-compliance with relevant regulations.In this re-
gard, it is proposed to conduct a so-called “Gap Anal-
ysis” to gain insight into the current state of regula-
tory compliance. Subsequently, concrete objectives
are set, and the implementation of an appropriate
compliance program begins. From the insurer’s per-
spective, the application of Solvency II should lead to
a better understanding of their financial exposure.
Accordingly, they should also align their investment
policies. Ultimately, Solvency II should contribute
to a reduction in capital requirements for insurance
companies that operate successfully. It is certain that
the consequences of Solvency Il implementation will
also be felt by insurance consumers. Consistent ap-
plication of this concept will likely lead to limitations
on certain coverages, an increase in insurance premi-
ums, or the exclusion of coverage for specific risks.
The current regulatory framework of Republic of
Srpska, prescribed by the Law on Insurance Com-
panies, is based on the Solvency I regime regarding
capital adequacy. This means that when calculating
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the solvency margin, only the risk arising from in-
surance contracts is taken into account. In an effort
to prepare the local market and insurers for Solven-
cy I, the legislator has introduced certain provisions
related to the risk management system, as well as the
identification and analysis of monitoring exposure to
specific risks. These provisions represent an import-
ant step in strengthening the stability of the insur-
ance sector and in the process of alignment with EU
law. It is crucial for companies to develop the practice
of assessing their own risk exposure even before the
formal adoption of the Solvency II regulatory frame-
work, in order to strengthen their capacity to with-
stand shocks and unexpected losses.

The Agency adopts bylaws based on insurance
laws; therefore, the process of aligning bylaws with-
in the Agency’s competence with the EU acquis is
linked to the enactment of new insurance laws (or
amendments to existing ones) based on current ac-
quis solutions.

For this reason, every action taken by the Agency
has been based on its legally prescribed competenc-
es, without prejudicing the deadlines for changing the
legal framework for insurance in Republic of Srpska.

The Agency received initial support for the in-
troduction of risk-based supervision through the
Twinning project BAo7 IB FI o1, which offered a pro-
posal for a model to develop risk matrices.

As part of the developmental activities, the
“Strategic Framework for Transitioning to the Solvency
II Regulatory Framework” was adopted. This frame-
work established the Agency’s priorities through
three groups of activities aimed at minimizing the
initial negative effects brought about by the change
in the business concept. Within this scope, the fol-
lowing activities were conducted:

- An analysis was performed regarding the
possibility of excluding insurance companies
from Republic of Srpska from the application
of Solvency I,

- for the purpose of understanding qualitative
requirements (the so-called Pillar II), a
questionnaire titled “Determining the Level of
Development of Management System Functions
According to Solvency II Requirements” was
conducted and analyzed

- the first stress test of the insurance sector in
Republic of Srpska was conducted to ensure
the continuous monitoring of risk exposure,
both for individual insurance companies and
the sector as a whole.

With the aim of improvement and actualization,
a new Strategic Framework for the Transition to the
Solvency II Regulatory Framework was adopted,
through which the following was achieved:

- within a consultancy support project for the
insurance market in BiH, financially supported
by the World Bank and the European Union,
a qualitative Solvency II impact study was
conducted.

- the second stress test of the insurance sector
in Republic of Srpska was carried out.

The Agency has also continuously supported the
training of its employees on topics related to Sol-
vency 1I, as well as the challenges and implications
of its application. Similar training sessions were lat-
er organized for employees of insurance companies.

The enactment of regulations governing insurance
activities in Republic of Srpska, which would include
at least partial Solvency II provisions, would create
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the conditions to bring the development of the in-
surance sector in Republic of Srpska closer to that
of the European Union.

Implementation of International
Financial Reporting Standards,
Primarily IFRS 9 and IFRS 17,
Relating to the Field of Insurance

International Financial Reporting Standards (IFRS)
are defined by the Law on Accounting and Auditing
of Republic of Srpska and do not fall under the Agen-
cy’s jurisdiction; instead, a professional association
(The Association of Accountants and Auditors of Re-
public of Srpska) is responsible for their translation
and determining their effective dates.

The Board of Directors of the Association of Ac-
countants and Auditors issued Decision No. 280-4/22
on November 8, 2022, stating that IFRS 17 will ap-
ply to annual reporting periods beginning on or af-
ter January 1, 2027. Furthermore, regarding the com-
mencement of IFRS g, the International Accounting
Standards Board (IASB) provided insurance compa-
nies with the option to defer the application of IFRS
g until IFRS 17 enters into force.

Although the Agency’s primary competence is the
supervision and regulation of the insurance market,
it has become involved in preparing the insurance
sector for the application of these international stan-
dards. In this regard, the Agency has conducted nu-
merous preparatory activities for the implementa-
tion of IFRS 9 and IFRS 17, both among its employ-
ees and with insurance companies.

Agency employees have attended numerous sem-
inars on the implementation of IFRS g9 and IFRS 17,
while the Agency also organized a dedicated adviso-
ry and educational program for its staff and insur-
ance companies. The implementation of IFRS g9 and
IFRS 17 was also the subject of the Agency’s appli-
cation for TAIEX—the Technical Assistance and In-
formation Exchange instrument, which the Europe-
an Commission has made available to new member
states, candidate countries, and potential candidates.

To assess the preparatory activities undertaken
and to understand the changes brought by IFRS g
and IFRS 17, the Agency prepared and distributed two
questionnaires to insurance companies titled: “Prepa-
ration for the Implementation of IFRS g and IFRS 17
among Insurance Companies in Republic of Srpska.”
The purpose of these questionnaires was to review the
preparatory measures and monitor progress toward
the implementation of IFRS g and IFRS 17.

Taking all the above into account, it is indisputable
that the insurance sector faces full implementation
of IFRS 9 and IFRS 17 in the future. This will bring
significant changes to the valuation of insurance con-
tracts (simply put: for every insurance contract, an
assessment of future cash flows and discounting to
present value will be performed, a risk adjustment
for non-financial risk will be determined, and profit
will be recognized separately).

Risk-Based Supervision

The regulation of insurance companies in EU law
focuses on three key areas: risk management, internal
control, and compliance. Indeed, practice has shown
that adequate risk management is crucial for main-
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taining the solvency and liquidity of insurance com-
panies and for preventing liquidation or bankruptcy.
The essence of the Solvency II concept is the tran-
sition from standard risk management models—ap-
plied to all insurance companies regardless of differ-
ences in their portfolios—to internal models tailored
to the specific risks of an individual insurer. In short,
the objective of the new risk management model is to
introduce comprehensive risk management and sol-
vency measurement to protect insurance consumers.
This is achieved by considering the following crite-
ria: 1) the volume of insurance services offered by a
specific insurance company; 2) the insurer’s ability
to assess the risks faced in its business operations;
and 3) the quality of the risk management system.
From the regulator’s perspective, the most signif-
icant innovation of the Solvency II regulatory frame-
work includes, firstly, the introduction of a risk-
based solvency measurement system (Risk-Based
Supervision). This approach fosters a prudent mea-
surement of the insurance company’s portfolio risk
exposure and a proportional determination of the re-
quired capital amount. The risks taken into account
in this process include: credit risk, market risk, op-
erational risk, liquidity risk, and insurance risk. Sec-
ondly, uniform rules for measuring the solvency of
insurance companies are introduced, based on the
valuation of assets and liabilities in accordance with
market-consistent principles. Thirdly, insurers must
adopt and implement an appropriate risk manage-
ment program. The essence of this sophisticated ap-
proach lies in incentivizing insurance companies to
develop their own risk management systems. The
idea is that companies successfully implementing
a risk management program would see a reduction
in their solvency capital requirements. Fourthly, the

concept of required capital is determined using either
the “standard formula” or an “internal model.” The
essence of this new approach is to determine the re-
quired capital for each insurer individually, account-
ing for their business performance on one hand, and
their investment policy on the other. It is vital that
the capital of a specific insurance company is deter-
mined adequately, ensuring it can meet its obligations
even during the most adverse business years. Fifth-
ly, insurance companies are encouraged to diversify
their insurance risk. In short, the fundamental motto
of the Solvency II concept is: “The higher the quality
of risk management, the lower the amount of capital
an insurance company is required to hold.” It is es-
sential for insurance companies to commit to the de-
velopment and application of risk management sys-
tems, while the supervisory body respects the prin-
ciple of connectivity between the capital structure
and the risk profile of a specific insurer.

The most significant innovation is that when calcu-
lating the Minimum Capital Requirement (MCR), and
even more so when calculating the Solvency Capital
Requirement (SCR), all risks faced by the insurance
company are taken into account. Consequently, the
prescribed capital reflects insurance risk, as well as
credit risk, operational risk, market risk, and liquidi-
ty risk. This ensures better protection for policyhold-
ers, as these values are assessed over shorter peri-
ods through the establishment of threshold values.

To conclude: risk-based supervision entails
a personalized approach to each insurance
company based on an appreciation of the risks
to which it is exposed. Capital requirements will de-
pend on the degree of danger of the assumed risks. If
an insurance company has taken on more intensive
risks, it will have to set aside more capital to cover
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them. This approach “forces” the insurance company
to act proactively, thereby reducing the possibility of
insolvency. More importantly, from the perspective
of market resilience to global challenges and nega-
tive trends, this form of supervision also compels the
regulator to act proactively as soon as certain alarm-
ing practices are identified. In the near future, the
Agency will have to step out of its role as a “mere
verifier” and step into the shoes of a “proactive risk
expert.” To achieve this, a new supervisory model is
indispensable, based on changing internal process-
es and policies, and the development of new regula-
tory tools, early warning indicators, etc.

Digitalization

Insurance services are increasingly being offered
and purchased through modern means of communi-
cation, which raises new legal and practical questions
regarding consumer protection. Although this meth-
od of concluding contracts offers immense advan-
tages for both the insurer and the insurance service
user, the specific nature of insurance services in this
type of policy purchase requires specific regulation.

The development of digital technologies has
brought significant benefits to the operations of in-
surance companies, enabling the swift and simple
remote purchase of insurance policies. Although the
possibility of concluding insurance contracts with-
out the physical presence of the contracting parties
existed previously through traditional means of dis-
tance communication, modern advancements in com-
munication technologies have created conditions for
the widespread application of so-called distance con-
tracts, which are now accessible to a broad range of

legal entities. This method of purchasing offers nu-
merous benefits, such as greater accessibility, lower
costs, time savings, and the overcoming of geograph-
ical, temporal, and other barriers. However, despite
these many advantages, the need to ensure adequate
consumer protection regarding transparency and the
conditions for concluding and withdrawing from a
contract cannot be ignored. An additional challenge,
particularly regarding online purchases, is the risk
of personal data breaches.

Considering the vital role consumers play, as
well as the fact that as natural persons they are in
a weaker bargaining position, it is essential to pro-
vide them with adequate protection. Proper consum-
er protection policies foster consumer confidence and
strengthen a company’s reputation, thereby increas-
ing user participation in transactions and improving
business operations.

The need for detailed regulation of the protection
of users of financial services concluded at a distance
has been recognized at the European Union level. As
with other methods of information disclosure, insur-
ance consumers have the right to clear, precise, and
easily understandable information regarding insur-
ance conditions before concluding a contract. The
policyholder is typically an average consumer who
often lacks specialized knowledge of financial prod-
ucts; therefore, information must be presented in a
way that allows them to understand what they are
purchasing and how they can protect their rights. In
addition to the above, the right of withdrawal, which
belongs to the consumer under the current legisla-
tive framework, is particularly important. The user
must be clearly informed of this right by the insur-
ance company, which brings us back to the field of
pre-contractual information disclosure—widely con-
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sidered the insurer’s most important obligation and
the policyholder’s fundamental right. In line with the
right of withdrawal as a form of protection, transpar-
ent channels for complaints and claims, along with a
clear notice of these rights, are equally vital for pro-
tecting user rights. Furthermore, given the signifi-
cant risks associated with internet usage today, it is
crucial that the user is guaranteed the secure pro-
cessing of their personal data.

The need for enhanced protection regarding the
conclusion of any distance contract arises primarily
from the fact that the consumer does not have the
opportunity to experience the product or service in
person, nor to obtain the information necessary for
an informed decision directly from the seller or ser-
vice provider. An additional reason for the increased
protection of insurance service users stems from the
complexity of financial products; thus, an average
consumer, unless possessing specific knowledge and
accurate, comprehensive product information, faces
difficulties in understanding them.

Intelligent ESG Risk Management
and its Integration into
Supervisory Practice

Under the influence of rapid global developments,
whose common denominator is an increased aware-
ness of risk exposure in all segments of private and
professional life, world rhetoric is shifting toward the
concept of sustainability. It is becoming clear that sus-
tainability does not only mean the long-term surviv-
al of companies but the survival of the planet itself
in the form we know it. The preservation and protec-
tion of the environment is one of the greatest chal-

lenges that modern generations will have to face. Cli-
mate change, natural disasters, and extreme weath-
er conditions, combined with war and geopolitical
risks, have once again exposed society to a whole set
of challenges that will require a reassessment of ex-
isting economic, business, and lifestyle habits. The
term “green transition” emerged as an expression of
efforts to ensure a transition to sustainable business
models in order to preserve ecosystems and the plan-
et. Non-financial reporting plays a significant role
in the green transition process. The European Com-
mission has held the view that non-financial reports
should become key information regarding a com-
pany’s commitment to sustainable development, its
vision, and strategy, as well as its ability to respond
to environmental and social risks. The relationship
between financial and non-financial reports should
demonstrate a well-founded vision for companies in
the 21st century.

Today’s corporate reality is such that companies
increasingly have the consideration of fluctuating en-
vironmental and social responsibility factors on their
agendas, integrating them into their business strate-
gies. The conception of what constitutes business suc-
cess has changed; therefore, the way of doing busi-
ness must change as well. ESG (Environmental, Social,
and Governance) is a set of standards that guide cor-
porate policies to align with sustainable development
concepts in the areas of the environment, social re-
sponsibility, and corporate governance.

Although there are still companies and individ-
uals unfamiliar with ESG today, it is only a matter
of time before they must adhere to the new busi-
ness paradigm. If for no other reason than profit—
because the buyers of their products, the so-called
Millennial and Gen Z generations, who now make
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up nearly 49% of the world’s population, will soon
refuse to purchase goods and services if the seller is
not responsible toward the planet, society, and the
law. We draw attention to the shift in mindset that has
occurred among the new generations. Their attitudes
and beliefs will certainly influence their tolerance for
various risks, their consumer habits, and, even more
so, their investment decisions. It is estimated that by
2030, more than one-third of global assets will be
linked to ESG standards.

The corporate strategy of insurance companies
should include ESG risks, first through the identifica-
tion of these risks, and subsequently by assessing all
undertaken ESG activities. Risks are becoming more
numerous, and the insured perils more pronounced,
claims are increasing, which cannot pass without con-
sequences. Today, environmental and climate risks
dominate, both in terms of probability and their po-
tential impact. To this, one must add war and geopo-
litical risks, which have once again become relevant.
Overall, it is certain that we are entering years of un-
certainty, which will emphasize the importance of in-
surance while simultaneously testing its capacities.

Who can know more and better explain climate
risks than the insurance sector? When it comes to
ESG risks, the insurance sector can take a leading
role and assist other economic sectors in understand-
ing and acting in accordance with ESG principles.
Furthermore, insurers, as risk underwriters and in-
vestors, have the opportunity to significantly influ-
ence companies whose business effects impact cli-
mate change and to propose development initiatives.

Many insurers participate in global ESG initiatives
and publicly emphasize their significance. They col-
laborate with various stakeholders and vulnerable
parties to determine how they can best fulfill ESG

requirements and gain an understanding of the con-
sequences of any potential failure. The next step for
insurers is to consistently present the measures they
are taking, as well as the benefits these measures pro-
vide to stakeholders. Insurance companies are in a
position to encourage sustainable behavior across
the entire environment through their offerings and
personal example. Insurers can influence prevention
on a global level by creating products and packages
that motivate investment in renewable energy sourc-
es and low-emission industries, or by discouraging
investment in “dirty” technologies by refusing to un-
derwrite such risks. The task of a modern regulator
is to support them in this endeavor.

Unified Insurance Distribution
Regime - The Principle of the
Best Interest of the User

The Insurance Distribution Directive (hereinaf-
ter: IDD) represents a legal framework for insurance
through which one of the most significant reforms
in this sector was implemented. The background of
this much-heralded reform is, generally speaking,
to increase the level of protection for insurance con-
sumers and to strengthen confidence in the insur-
ance market. At this moment, it is more than certain
that consumer protection is a field that never stands
still, is in constant development, and that in this do-
main, there are no achieved results that could not be
further improved. When the current socio-econom-
ic context is added to this, it is easy to understand
the changes brought by the revised regulation. Two
key objectives were set by the European Commission
during the drafting of this directive.
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The revised regulatory framework applies to all
distribution channels, including direct insurance
sales, which was not the case under the previous
directive. Only ancillary insurance intermediaries are
exempt from the application of the IDD, provided
they offer insurance distribution services as a sup-
plement to goods or services supplied by any pro-
vider. This applies if the insurance covers the risk of
breakdown, loss, theft, or damage to goods, or the
non-use of a service provided by that supplier, as
well as damage to or loss of baggage and other risks
related to travel booked with that supplier. Further-
more, this exemption applies if the annual premium
for the insurance product—excluding life or liability
insurance—does not exceed 600 EUR calculated on a
pro-rata annual basis, or, if the service is provided for
3 months or less, the premium does not exceed 200
EUR per person. The objective is to level the playing
field for all types of insurance distributors to ensure
the same level of consumer protection within the EU
single insurance market, regardless of the distribu-
tion channel. These two objectives are inextricably
linked. The unified distribution system is designed to
provide an identical degree of protection when pur-
chasing insurance services and to strengthen con-
sumer confidence.

The regulatory framework applies to the distribu-
tion of both life and non-life insurance. The increase
in the level of protection for insurance service users
applies to all users regardless of their characteris-
tics: it is irrelevant whether the party is a consumer
or a company, or what their nationality is, provided
that the insured risks are situated within the EU. An
exception exists for the distribution of non-life in-
surance products qualified as so-called “large risks,”

where the rules on pre-contractual information, con-
flict of interest, transparency, and advice do not apply.

Why is insurance distribution important? Because,
according to all relevant studies, the distribution of
insurance products is a significant indicator of eco-
nomic health. In the current environment, charac-
terized by a polycrisis (moving from one crisis to an-
other) on one hand, and the transition to digital plat-
forms—which undoubtedly brings numerous chal-
lenges—on the other, the stability of the financial sys-
tem is one of the most vital issues for the survival of
the global economy.

The most significant provision of the IDD is con-
tained in Article 17, formulated as: “Member States
shall ensure that, when carrying out insurance dis-
tribution, insurance distributors always act honest-
ly, fairly, and professionally in accordance with the
best interests of their customers.” This inaugurated
the “best interest of the customer” (consumer) prin-
ciple as the guiding tenet of the new insurance dis-
tribution system. The European legislator’s idea is to
introduce a legal standard that will, in every case and
regardless of the distribution channel, ensure care
for the best interests of the weaker party.

Ensuring business operations according to the
principle of the customers’ best interest is a process
that requires continuous adherence to the principles
of honest, fair, and professional conduct.

According to the IDD regulatory framework,
“prior to the conclusion of an insurance contract, the
insurance distributor shall, based on information
obtained from the customer, state the demands and
needs of that customer and provide the customer with
objective information about the insurance product in
a comprehensible form to allow that customer to make
an informed decision. Any contract proposed shall be
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consistent with the customer’s insurance demands and
needs. Where advice is provided prior to the conclusion
of any specific contract, the insurance distributor
shall provide the customer with a personalized
recommendation explaining why a particular product
would best meet the customer’s demands and needs.”.

It is correct to say that this directive transforms
the previous mediation system into a well-founded
insurance distribution system. By introducing the con-
cept of adequate advice, preceded by a customer de-
mands and needs test, and by providing information
in an understandable manner, consumer protection
1s harmonized in the pre-contractual stage. We em-
phasize the obligation of every distributor providing
advice prior to the conclusion of an insurance con-
tract to adhere to the suitability test. This is neces-
sary to protect consumers in the future from pur-
chasing useless insurance products and to curb the
mis-selling of insurance services.
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