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Glossary 
 

 

 

AML/CFT Anti-Money Laundering and Countering the Financing of Terrorism 

APFS and IO Act on Pension Funds Supervision and on Insurance Ombudsman (2003) 

FMSA Financial Market Supervision Act 

IA Act of 22 May 2003 on insurance activities (Journal of laws of 2003, No 124, 

item 1151 as amended) 

ICPs Insurance Core Principles 

IFRS International Financial Reporting Standards  

KIBR National Chamber of Statutory Auditors 

KNF Komisja Nadzoru Finansowego, the Financial Supervisory Commission 

MoF Ministry of Finance 

NBP National Bank of Poland 

ORSA Own Risk and Solvency Assessment 

SREP Supervisory Review and Evaluation Process 
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I.   INFORMATION AND METHODOLOGY USED FOR THE ASSESSMENT 

 

1. This assessment focused on the Komisja Nadzoru Finansowego (KNF, the Financial 

Supervisory Commission), specifically on its supervision of the insurance sector. 

KNF has responsibility for licensing and supervising all players in the insurance market - 

i.e., insurance companies, insurance brokers, agents, loss adjusters, reinsurance 

companies, and reinsurance brokers. 

 

2. The assessment was performed using the 2007 version of the Insurance Core 

Principles (ICPs) issued by the International Association of Insurance Supervisors 

(IAIS) and the methodology described by the IAIS. The level of observance for each 

ICP reflects the assessment of the various essential criteria thereunder. Each ICP is rated 

in terms of the level of observance as follows:  

 Observed—whenever all the standards are considered to be observed or when all the 

standards are observed except for a number that are considered not applicable. 

 Not applicable—when the standards are considered to be not applicable. 

 Largely observed—where only minor shortcomings exist, which do not raise any 

concerns about the authorities’ ability to achieve full observance. 

 Partly observed—where, despite progress, the shortcomings are sufficient to raise 

doubts about the authorities’ ability to achieve observance. 

 Not Observed—where no substantive progress toward observance has been achieved. 

The IAIS adopted a newer version of the ICPs in October 2011 but this assessment 

commenced before this adoption so uses the version in place at the time of the mission.  

 

3. In preparation for the mission, KNF staff prepared a thorough self-assessment of 

their observance of the ICPs. They also provided detailed responses to an extensive 

advance questionnaire sent by the mission team. The KNF provided important support to 

the mission and cooperated fully. The mission is grateful for their support. 

  

4. KNF maintains an impressive website that contains copies of all laws and 

regulations applicable to insurance companies and the provision of insurance 

services. Also available on the website are copies of all guidelines of general application 

that have been issued to the insurance companies, comprehensive statistics of the 

industry's performance, and copies of the periodic (annual and quarterly) reports issued 

by the KNF. 
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II.   MAIN FINDINGS 

5. Table 1 summarizes the main findings of the assessment. 

 

Table 1    Summary of Compliance with the Insurance Core Principles 

 

Insurance Core Principles 

(ICP) 
Observance  Comments 

Conditions For Effective 

Insurance Supervision 

ICP1 - Conditions for effective 

insurance supervision 

Largely 

Observed 
The main conclusion regarding this ICP is the 

importance for the KNF to continue their current 

extensive effort to strengthen professional 

education and vocational training of those 

involved in the sector and to enhance financial 

literacy in the general public. Private and public 

sector initiatives will continue to be necessary to 

maintain the availability of high quality 

professional services, including accounting and 

actuarial services and to further develop the 

sector. 
The Supervisory System 

ICP2 -  Supervisory objectives 

Observed The KNF has clearly defined objectives that are 

publicly disclosed and subject to elaboration 

through the mission, and annual reporting. The 

objectives are not conflicting. 

ICP3 -  Supervisory authority Partly 

Observed 
The powers, the resources to exercise them, and 

the operational independence in the exercise of 

its functions and powers, would be enhanced by 

the addition of further staff directed toward 

insurance supervision, and more independence in 

setting budgets, salaries and organizational 

structure. The absence of a rule making power 

envisaged in this ICP also contributes to the 

assessment. 
ICP4 - Supervisory process Observed The KNF makes available all its regulatory 

requirements and information on the supervisory 

processes on its website, updating industry flow 

data material as changes take effect. 

ICP5 - Supervisory cooperation 

and information sharing 
Observed The KNF is fully empowered to exchange 

information with other domestic and foreign 

insurance supervisors and does so in practice, 

with a safeguard to ensure confidential protected 

information. 

The Supervised Entity 

ICP6 – Licensing 

Largely 

Observed 
There are minor issues related to the fitness and 

propriety requirements (see ICP 7). 

ICP7 - Suitability of persons Largely 

Observed 
The main issue regarding the requirements lies in 

the absence of explicit reach to some key 

functionaries that may not be management board 
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members; this is addressed in the system in more 

indirect fashion through the warranties of board 

members. 

ICP8 - Changes in control and 

portfolio transfers  
Observed The framework for changes in control and 

portfolio transfers contains all the required 

provisions.  It is recommended that a guideline 

paper should be issued that sets out the processes 

to be followed in case of application for approval 

of a portfolio transfer. 

ICP9 - Corporate governance  Observed Insurers are subject to Commercial Code and 

Civil Law, together covering most of the 

requirements of this ICP, and voluntary 

standards. The KNF has set certain insurance 

specific requirements, where it has felt necessary 

such that all essential criteria are met. 
ICP10 - Internal control 
 

Largely 

Observed 
 

The KNF holds the management board 

responsible for maintaining an internal control 

framework, assessing the adequacy of controls as 

part of its on-site supervision work. It includes 

discussions with staff in such functions and 

access to their internal reports (including internal 

audit). Although actuarial reports are generally 

provided to boards, the requirement is not 

compulsory. 
Ongoing Supervision 

ICP11 - Market analysis 

Observed The KNF has a good approach to the analysis of 

reported supervisory data and publishes 

aggregated data and the results of its analysis on 

the insurance sector. KNF is encouraged to 

continue its efforts to develop its supervision and 

analysis in this area as it has an excellent base to 

build on. 
ICP12 - Reporting to supervisors 

and off-site monitoring 
 

Observed The KNF and the MoF should continue to 

develop and maintain the information gathering, 

analysis processes, and techniques as the market 

develops. Expected regulatory reforms will also 

provide the opportunity to revisit reporting 

content. 
ICP13 - On-site inspection Largely 

Observed 
The KNF has an active on-site inspection 

process with scope in line with the ICP regarding 

insurers. Inspection activity of intermediaries 

could be enhanced over time. 
ICP14 - Preventive and corrective 

measures 
 

Observed Legislation governing KNF work provides it 

with a wide range of remedies to address actual 

or potential noncompliance by an insurer. 

ICP15 - Enforcement or sanctions 
 

Largely 

Observed 
The KNF should be given direct and explicit 

powers to require business transfers. This power 

is currently more implicit. 
ICP16 - Winding-up and exit Largely The insurance legal framework provides a 
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from the market 
 

Observed trigger for the KNF to take action in case of an 

insurance company becoming financially 

unsound. In the event of winding-up, there is no 

preference for insurance policyholders but, 

instead, a Guarantee Fund for a policyholder 

protection scheme that would pay out in case of 

policyholder loss on insurance company 

insolvency. 
ICP17 - Group-wide supervision  
 

Largely  

Observed 
The KNF is principally a host supervisor. Where 

the KNF is a home supervisor, there is scope to 

enhance current data collections to facilitate a 

more continuous monitoring of the overall 

financial position, risk profile and exposures, etc. 

beyond the level currently in place. Given the 

nature of the insurance market, this would best 

be advanced reflecting the specifics of the 

insurance groups. 
Prudential Requirements 

ICP18 - Risk assessment and 

management  

Observed The KNF requires effective risk management 

through the powers of the IA Article 30 and 

enhanced through the ORSA and stress testing 

requirements in particular. 
ICP19 - Insurance activity 
 

Largely 

Observed 
It would be useful to elaborate more explicitly 

the KNF's expectations of insurers regarding risk 

management in some respects so as to develop 

guidance at a more specific level of detail whilst 

providing for variation to take into account the 

nature, scale and complexity of insurers and 

insurance groups. 
ICP20 - Liabilities 
 

Largely 

Observed 
 

It would be useful if some more publicly 

available guidance on provisioning was available 

to enhance consistency and transparency on 

reserving issues. 
ICP21 - Investments 
 

Largely 

Observed 
 

Consistent with the broader system, the KNF’s 

approach is principle-based and sensitive to the 

nature, scale and complexity of insurer risk 

profiles rather than overly prescriptive approach, 

although there are more detailed rules in many 

useful respects. To further enhance observance, 

the approach could benefit from some additional 

specificity and focus on the requirements of 

sound risk management in transparent guidance, 

and the reach of fitness and propriety rules to 

key investment officers especially those that may 

not be part of the management board, both being 

developments that are expected as Solvency II is 

implemented. 
ICP22 - Derivatives and similar 

commitments 
 

Largely 

Observed 
 

This high level of observance can be further 

enhanced through more detailed transparent 

sector wide guidance on good practices 

addressing the specific risks associated with 



 

 

  

7 

 

derivative use, possibly developed as part of or 

subsequent to the implementation of Solvency II. 
ICP23 - Capital adequacy and 

solvency 
 

Largely 

observed 
Observance of this principle will be enhanced 

with the full implementation of the Solvency II 

regime which will have the desired effect of 

making the capital requirements more sensitive 

to risk as is suggested by essential criterion (d). 

It is noted that the EU has stated that the current 

solvency regime as described in the directives is 

not fully observant of this ICP. The efforts of the 

KNF on more risk oriented approaches go some 

way in this direction but will reach a full 

culmination with the implementation of 

Solvency II. 
Markets and Consumers 

ICP24 - Intermediaries  

Observed The KNF’s approach to intermediary legislation 

has adequate power to enforce compliance 

towards intermediaries. 
ICP25 - Consumer protection 
 

Observed The KNF has a range of rules and requirements 

addressing key areas of consumer protection for 

policyholders at the point of sale and after sales. 

A range of ombudsman services provide 

additional protection in the case of complaints 

handling. The KNF is focusing on consumer 

protection in its supervisory work, both off site 

work and in onsite work. 
ICP26 - Information, disclosure & 

transparency towards the market 
Observed  

ICP27 - Fraud Observed The KNF has a high degree of awareness of 

fraud issues and addresses insurance companies' 

controls against fraud in its supervision work. 

Under the Penal Code, the commitment of a 

fraud is a punishable offence. 
Anti-Money Laundering, 

Combatting the Financing of 

Terrorism 

ICP28 - Anti-money laundering, 

combating the financing of 

terrorism 

Observed Requirements in relation to AML/CFT issues for 

insurers are set out in the legislation on the FIU 

and the role of the KNF is to monitor compliance 

with those requirements, conduct compliance 

work on site, jointly with MoF, and to support 

FIU in raising standards in the insurance sector 

generally. 
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III.   DETAILED ASSESSMENT OF OBSERVANCE OF THE INSURANCE CORE PRINCIPLES 

 

Conditions for Effective Insurance Supervision 

Principle 1. Conditions for effective insurance supervision 

Insurance supervision relies upon: 

- a policy, institutional and legal framework for financial sector supervision 

- a well developed and effective financial market infrastructure 

- efficient financial markets. 

Description There is a developed framework of laws and regulations covering the insurance 

sector and financial system including commercial and civil codes, case law and 

specific laws covering insurance. This set of laws is subject to ongoing public 

discourse by officials such that the elaboration of financial sector policy occurs at 

multiple levels of formality from published formal requirements to speeches about 

contemporary supervisory priorities and practices. 

 

The government's first legislation liberalizing the insurance sector in Poland was 

the Insurance Activity Act of 1990, and various pieces of additional legislation 

were enacted in 1995. The compliance of the insurance law with international 

standards was greatly enhanced when the Insurance Act (IA) was overhauled in 

2003. As part of the implementation of Solvency II, and a further enhanced risk 

based supervisory approach, additional amendments to the IA are to be expected. 

 

The section of the Civil Code which deals with insurance (Articles 805-834) 

regulates the conditions of concluding insurance contracts. An insurance contract 

is a relationship of civil-law nature; therefore it was regulated in the Civil Code, 

while any other regulations concerning relationships between the supervisory 

authority and insurance / reinsurance entity, are part of administrative law and are 

defined in separate legislation (e.g. the IA). The court system has the competency 

to hear cases relating to insurance, and there is a volume of cases. Dispute 

mechanisms operate through the office of the insurance ombudsman as well as the 

court of arbitration established at the KNF. 

 

The main laws applicable to insurance activity covers the following acts: 

 Act of 21 July 2006 on supervision of the financial market (Journal of 

Laws 2006, No 157, item 1119 as amended) 

 Act of 22 May 2003 on insurance activities (Journal of laws of 2003, No 

124, item 1151 as amended) - the IA; 

 Act of 22 May 2003 on compulsory insurance, Insurance Guarantee Fund, 

and the Polish Motor Insurer's Bureau (Journal of Laws 2003, No 124, item 

1152 as amended) 

  Act of 15 April 2005 on the supplementary supervision of credit 

institutions, insurance companies and investment firms in a financial 

conglomerate (Journal of Laws 2005 No 83 Item 719 as amended) 

  Act of 22 May 2003 on insurance mediation (Journal of Laws 2003 No 
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124 item 1154 as amended) 

 

KNF developed plans for educational and informational initiatives, including 

training seminars for both professional and non-professional market participants. 

Between 2008-2010, workshops were organized within the scope of the CEDUR 

(Center of Education for Market Participants), which attracted around 7.8 thousand 

participants including judges, prosecutors and law enforcement officers, 

professional market participants and journalists. 

 

The Polish law is reviewed and updated from time to time. Due to the separation 

of the supervisory and regulatory functions, which results from the Polish 

constitutional system, the KNF does not have regulatory powers.  However, 

pursuant to Article 4 paragraph 1 point 6) of the Financial Market Supervision Act 

(FMSA) the KNF’s responsibilities include participating in preparation of drafts of 

legal acts related to financial market supervision. The KNF actively participates in 

the regulatory process by supporting the Ministry of Finance in preparing drafts. 

 

There is, for the most part, an adequate provision of other professional services, 

which are provided within a structure of oversight by professional bodies. 

Audit work is regulated by the Act of May 7th 2009 on statutory auditors, their 

self-government, entities entitles to examine financial reports and on public 

supervision (Journal of laws 2009,  No 77, item 649 as amended). The National 

Chamber of Statutory Auditors (KIBR) established in 1991 and covering all 

statutory auditors sets auditing and ethical standards, gives professional training, 

undertakes quality assurance reviews, takes disciplinary actions and imposes 

disciplinary penalties where necessary. 

 

In 2009 Poland established the Audit Supervisory Commission (KNA), which is 

charged with supervising auditors.  It is an independent public administration body 

and is financed from the public budget. 

 

This authority has a wide mandate and exercises control instruments over the 

auditors. The KNA approve KIBR's resolutions and generally provides oversight 

of audit firms. According to the KIBR's register there are over 90,000 individuals 

registered as statutory auditors and over 3,000 entities entitled to conduct statutory 

audits in Poland. 

 

The Act on Accounting includes a degree of specificity on insurance specific 

accounting issues as well as defining more generally applicable accounting 

principles. 

 

Insurance and reinsurance companies use local accounting standards or, in specific 

situations defined in the Accounting Act, use International Financial Reporting 

Standards (IFRS). 

 

To be registered as a statutory auditor, it is necessary to meet the minimum 
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following requirements: 

 have full civil rights 

 have a good reputation and no criminal record, 

 pass the professional exams for statutory auditor candidates; 

 have an academic education, at least one year of accountancy work 

experience in an EU country and at least two years of certified work 

experience supervised by a statutory auditor, 

 pass the final oral exam; and 

 take the oath in front of Chair of the National Chamber of Statutory 

Auditors 

 

Accounting and auditing standards provide for a framework of independent and 

experienced providers of professional services. 

 

Economic, financial and social statistics are available from the government 

statistical service, the Central Statistical Office. In line with the provisions of the 

law on access to public information, there is public access to data managed by 

public administration authorities, excluding confidential data. Basic 

macroeconomic data and data relating to particular sectors of the economy are 

managed by the Central Statistical Office. Money and securities markets exist to 

support the needs of the insurance sector. 

 

The regulations are transparent, publicly disclosed, and established in legislation 

or regulation.  Regulations are issued by: the government, the president of the 

Polish Council of Ministers or particular ministries, in their areas of competence. 

Public disclosure takes place through the publication of the regulations in the 

Journal of Law. The regulations are also published in the website of the Parliament 

at no charge. Particular ministries and other public institutions make available the 

appropriate provisions on their websites. The regulations are published mainly on 

the website of the Ministry of Finance (www.mf.gov.pl). The regulations 

regarding financial markets are also published on the website of the KNF 

(www.knf.gov.pl). 

 

The Polish Society of Actuaries (PSA) established in 1991, is a professional body 

for actuaries which is growing. It has issued a Code of Professional Conduct, 

maintains a disciplinary regime and sets the ethical standards by which actuaries 

are expected to abide. All of this information is published on their web site. 

Under the law an actuary is required to sign (in addition to the board) the financial 

report of a life-insurance company and an insurance company offering a third 

party liability insurance to vehicle owners - Motor TPL (Article 167 paragraph 2 

of the IA).  

 

A certified auditor analyses the annual financial report of an insurance company 

and issues an independent opinion and a report of his research. The task of the 

auditor is to issue an opinion of the reliability of the report and correct presentation 

of the financial situation of the audited company. 
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Actuaries are actively engaged in both the insurance sector directly and are 

employed by auditing firms to assist them in completing their responsibilities. 

 

As the actuarial profession continues to develop, the KNF may consider 

elaborating more detailed expectations of actuarial work relevant to the insurance 

sector or encouraging the professional body to develop a technical standard setting 

function.  

Assessment Largely observed 

Comments The main conclusion regarding this ICP is the importance for the KNF to continue 

their current extensive effort to strengthen professional education and vocational 

training of those involved in the sector and to enhance financial literacy in the 

general public. Private and public sector initiatives will continue to be necessary to 

maintain the availability of high quality professional services, including 

accounting and actuarial services and to further develop the sector.  

The Supervisory System 

Principle 2. Supervisory objectives 

The principal objectives of insurance supervision are clearly defined. 

Description The functions of the KNF are set out in the FMSA as follows: 

 to supervise and enforce compliance with the laws regulating financial 

institutions; 

 to take actions fostering proper operation of the financial market; 

 to promote development of the financial market and its competiveness; 

 to take educational and informational actions related to the operation of the 

financial market; 

 to participate in the preparation of financial sector supervision and legal 

framework; and 

 to ensure proper operation, stability, security and transparency of the 

financial market, as well as maintain confidence in that market, and to 

safeguard the interests of financial market participants. 

 

The key insurance regulatory legislation is contained in the FMSA, the IA, and the 

Act on Pension Funds Supervision and on Insurance Ombudsman (2003) (APFS 

and IO), which sets the powers of the KNF and basic requirements. 

 

Regulatory objectives are also elaborated on published statements of the KNF.  Its 

mission statement is in line with the legislation. 

 

The objectives and function of insurance supervision are laid out in Article 3 of the 

APFS and IO. These include "protect the interest of insurance policyholders, 

beneficiaries and entitled from insurance contracts". The interests of policyholders 

are explicitly mentioned in the IA-Article 202 and APFS and IO Article 3-8. 
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The KNF publishes an annual report which sets out how it views the insurance 

sector performance and on how it is implementing its mandate and objectives. 

Assessment Observed 

Comments The KNF has clearly defined objectives that are publicly disclosed and subject to 

elaboration through the mission, and annual reporting. The objectives are not 

conflicting. 

Principle 3. Supervisory authority 

 The supervisory authority: 

- has adequate powers, legal protection and financial resources to exercise its 

functions and powers 

- is operationally independent and accountable in the exercise of its functions and 

powers 

- hires, trains and maintains sufficient staff with high professional standards 

- treats confidential information appropriately. 

Description The governance structure is well defined with a Chairperson and 2 Deputy Chairs. 

The Vice Chairpersons need to satisfy the same conditions for appointment noted 

in Article 7 of the FMSA as the Chairperson. The KNF (the "Commission") is 

composed of three executive and four non executive members.  The staff of the 

KNF is part of the KNF "Office" (Article 10 of the FMSA). The KNF's 

Chairperson needs to satisfy the conditions stated in Article 7 of the FMSA and is 

appointed by the President of the Polish Council of Ministers for a fixed five year 

term. The latter can also dismiss the Chairperson before the expiry of his term only 

for the specific reasons mentioned in Article 8 (such as conviction of intentional 

offence or fiscal offence, resignation, loss of citizenship, prolonged illness). These 

reasons are not required to be publicly disclosed on a case by case basis although 

the allowable reasons are clearly set out in the law. 

 

 These four non executive members of the KNF Commission are: 

 the minister in charge of financial institutions or  the minister's 

representative; 

 the minister in charge of social security or  the minister's representative; 

 the Governor of the National Bank of Poland (NBP) or Deputy Governor 

of the NBP delegated by the Governor; and 

 a representative of the President of the Republic of Poland (the current 

representative is the President of the management board of the Bank 

Guarantee Fund). 

 

In principle, the non executive members are independent and do not represent their 

respective government bodies on the Commission. For example, the Deputy 

Minister of Finance and the Deputy NBP Governor do not represent the Ministry 

of Finance (MoF) or the NBP but the Minister and the Governor respectively. In 

accordance with Article 16 of the FMSA they are bound by the KNF's strict 

secrecy requirements as they have the obligation not to disclose to unauthorized 
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persons any information which has confidential status. Consequently, they cannot 

consult confidential matters with third parties. 

 

The KNF adopts resolutions by simple majority, in an open vote held in the 

presence of at least four of its members, including the Chairperson or a Vice 

Chairperson; in the case of a tie the Chairperson has the deciding vote. 

 

The objective of supervision of the financial market is stated in Article 2 of 

FMSA. Article 4 of the FMSA defines the KNF's responsibilities. The KNF’s 

activities are supervised by the President of the Polish Council of Ministers (the 

Prime Minister), however  its competences are listed in the Act on Financial 

Market Supervision, they include only the following: 

 by way of an order, the President of the Polish Council of Ministers defines 

the by-laws of the KNF Office. 

 as noted above, the President of the Council of Ministers appoints and can 

dismiss the Chairman and Vice-Chairmen in defined circumstances. 

 the KNF presents an annual report on its operations by 31 July of the 

following year to the President of the Council of Ministers. The report is 

not subject to his/her approval. 

 

The President of the Council of Ministers, by means of regulation, defines the 

Statute (by-laws) of the KNF Office stipulating its internal organization 

(departments and so called 'separate positions'). Pursuant to paragraph 5 of the 

Statute, the Chairman of the KNF is empowered to establish committees, councils 

and teams of an auxiliary or advisory nature. So far the Chairman of the KNF has 

issued over forty resolutions regarding the structure of the KNF Office and over 

twenty resolutions establishing working groups within the KNF. 

 

The full version of the annual report of the KNF is available on the KNF website. 

The KNF publishes at its website also an English version. Financial statements are 

audited by the state “Supreme Audit Office” and presented to the Parliament. The 

annual report is subject to approval of the KNF Commission. 

 

The legal framework provides well defined monitoring and enforcement authority 

to the KNF. 

 

The separation between the legislative, executive and judicial powers results 

directly from the Constitution of the Republic of Poland (Art. 10). The KNF 

belongs to the executive branch of the administration, and as such reports to the 

Prime Minister. As such, the KNF does not have a rule-making power in the 

insurance domain. 

 

The KNF is funded entirely from contributions of the supervised entities. In the 

case of insurance supervision – of the insurers, and reinsurers, as defined in the 

regulation of the President of the Council of Ministers. According to the 

provisions of the IA and Pension Funds Supervision and on Insurance 
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Ombudsman, in particular Article 14, the contribution may be up to 0.14 percent 

of the gross premium of the insurance company. 

 

Funds received as a result of financial penalties must be placed in a segregated 

account at the Treasury and are not used by KNF to provide for its expenses, 

maintaining independence of action. 

Market participants have the opportunity to take part in public consultations as part 

of the legislation process, in particularly, to voice their opinions on proposed 

amendments to insurance market legislation. The Polish insurance industry is 

represented by The Polish Insurance Association (PIU), with mandatory 

membership for insurers. The PIU participates in public consultation concerning 

changes to the insurance law.  

 

In individual cases, the decisions of the KNF should be made with the active 

participation of the involved interested parties, pursuant to the provisions of the 

Code of Administrative Procedure. 

 

Under the IA (Art. 203) the KNF is able to act immediately and for its decisions to 

have immediate effect where necessary to protect policyholders’ interests or 

entitlements from insurance contracts. 

 

KNF staff are required to meet high standards of professional conduct. There is 

code of conduct and ethics (internal regulation published in January 2011), which 

includes conflict of interest provisions, adherence to which is a condition of 

service. One issue not covered is a cooling-off period when staff moves to 

employment with regulated entities. Although there is no international standard on 

the point, the concept of a required cooling-off period is generally regarded as a 

good practice.  

 

Paragraph 15 of the Code of Ethics of the Employees of the KNF Office stipulates 

that employees of the KNF Office cannot use their positions or information 

obtained in connection with employment to carry out negotiations about potential 

employment in a supervised entity or an entity related to the supervised entity 

organizationally or by way of ownership. 

 

The KNF aims to attract and retain highly skilled staff; it can also provide training 

and hire outside experts as necessary. The recruitment of the staff is carried out in 

a manner that enables KNF to hire adequately qualified staff, but is not fully 

independent of government with regard to remuneration limits so there is a 

constraint on the KNF’s ability to recruit and retain staff from the market in some 

circumstances.  

 

Insurance supervision resources, which include several departments, are capable 

and competent; however, there are fewer staff contributing to insurance 

supervision than would be fully desirable. Additionally, with the plans for future 

reforms to supervisory methods and requirements at the EU level, adequate 
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staffing numbers in the insurance area will continue to be a challenge as will 

recruiting and retaining those with the most technical and high level skills. 

 

Although the supervision authority is free to select and hire specialists at its 

discretion if it is necessary for realisation of the supervisory objectives and helpful 

to the supervisory activity, it cannot outsource is supervisory functions to third 

parties. 

 

According to Article 16 of the FMSA, the KNF Chairperson and Council 

members, as well as the employees of the KNF Office or persons employed at the 

KNF Office under a piece-work contract, a mandate contract, or any other similar 

agreement, are bound by that obligation not to disclose to unauthorized persons 

any information which has confidential status under other statutes. This obligation 

continues after a person ceases to hold his or her position, or after the termination 

of the employment, piece-work or mandate or any other similar agreement. 

 

The KNF Chairperson, and members, as well as the employees of the KNF Office, 

under the Article 15 of the FMSA may not hold any equity interests in entities 

subject to the KNF supervision, except when holding shares admitted to organized 

trading as defined in the Act on Trading in Financial Instruments of 29 July 2005. 

They may not be members of such entities' governing bodies or be employed at 

such entities under an employment contract, a mandate contract, a piece-work 

contract, an agency agreement or any other similar agreement, or perform any 

other functions which would be in conflict with their duties or which could give 

rise to a suspicion of partiality or self-interest. 

Assessment Partly Observed 

Comments The powers, the resources to exercise them, and the operational independence in 

the exercise of its functions and powers, would be enhanced by the addition of 

further staff directed toward insurance supervision, more independence in setting 

budgets, salaries and organizational structure, and some strengthening of legal 

protections of personnel. The absence of a rule making power envisaged in this 

ICP also contributes to the assessment. 

Principle 4. Supervisory process 

 The supervisory authority conducts its functions in a transparent and accountable 

manner. 

Description KNF makes available all regulatory requirements and primary legislation on its 

website, updating the material as changes take effect. Information on the 

supervisory methodology is also publicly available on the website including the 

Supervisory Review and Evaluation Process (SREP) methodology, and KNF 

maintains a comprehensive web site that also updates industry data (premiums and 

claims), analyzed by company and region, on a quarterly basis.  This is a further 

indication of the transparency of the supervisory processes. (See also information 

on supervisory consistency under enforcement below). The office produces an 

annual report in Polish and English and annual reports on insurance issues are also 

published. These contain aggregate information about the financial situation of the 
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sector, observations on major developments and updates on regulation. 

 

Decisions of the supervisor can be appealed to the administrative courts, but in 

most cases these entities have supported KNF decisions, sometimes after requiring 

further clarification of the issues. Recent cases that have been determined at 

administrative court level indicate the process functions reasonably. 

Assessment Observed 

Comments The KNF makes available all its regulatory requirements and information on the 

supervisory processes on its website, updating industry flow data material as 

changes take effect. 

Principle 5. Supervisory cooperation and information sharing 

 The supervisory authority cooperates and shares information with other relevant 

supervisors subject to confidentiality requirements.               

Description The KNF is empowered under IA and the APFS and IO to share information with 

other supervisors. Information obtained from foreign supervisory authorities is 

also protected under the FMSA in connection with the provisions of the Act of 5 

August 2010 on protection of non-public information (Journal of Laws 2010, No 

182, item 1228).  

 

KNF exchanges information in practice with EU members and non-EU members, 

the latter based on reciprocity rules. 

 

There are all necessary obligations to share information on a home – host basis 

relating to actions that may be relevant to the other supervisor.  KNF insurance 

staff  indicate that they can exchange  information with EU’s supervisors including 

the following; 

 Relevant supervisory information, including specific information requested 

and gathered from supervised entity 

 Relevant financial data 

 Objective information on individuals holding positions of responsibility in 

insurance entities 

 

Polish representatives in the European System of Financial Supervision, are active 

representatives through EIOPA, its working parties, and IAIS level engagements 

as well as all supervisory college level engagements.  

Assessment Observed 

Comments The KNF is fully empowered to exchange information with other domestic and 

foreign insurance supervisors and does so in practice, with a safeguard to ensure 

confidential protected information. 
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The Supervised Entity 

Principle 6. Licensing 

 An insurer must be licensed before it can operate within a jurisdiction. The 

requirements for licensing are clear, objective and public. 

Description Licensing is referred to as authorization under the FMSA and the IA. The 

relevant legal provisions setting out the requirement for insurers to be authorized 

to operate in Poland are contained in the IA-Article6: the performance of 

insurance activity shall require an authorization issued by the Supervisory Body. 

The IA accommodates joint stock company or mutual insurance society forms of 

organization for insurers. Cross-ownership of banks and insurers is allowed, as 

are holding company structures. 

 

Foreign companies (not member EU states) may carry on insurance business in 

Poland under the principle of reciprocity and only in the form of an authorized 

branch under the FMSA and the IA. KNF does not authorize foreign owned 

subsidiaries. Foreign insurance companies (other than reinsurance companies) 

can be authorized to offer services on a cross-border basis. The pursuit of 

insurance activity by any domestic insurer or by any foreign insurer, having its 

seat in a state, which is not a European Union member state, which obtained the 

permission to perform insurance activity in Poland, shall be supervised by the 

KNF. 

 

Under freedom of services legislation an insurer with its head office in another 

EEA member state (European Union countries plus Norway, Iceland and 

Liechtenstein) may provide insurance in Poland without the necessity of having 

an office there. Freedom of services legislation, which is part of the creation of a 

single market in insurance services, effectively extends the licensed or admitted 

market to the whole of this region. 

 

Licenses are issued and revoked by KNF. The provision of insurance services 

without a valid license, under the Article 225 of the IA, is a punishable offence. 

There are clear licensing requirements set out in the legislation (IA, Chapter 1-4, 

mainly art 92-93). Licenses are issued to transact insurance activity in either 

group I (life) or group II (non-life) classes. Both activities may not be carried out 

by a single company. To receive permission, an application containing the 

following information must be made: 

 a business plan for the first three years of operation also demonstrating 

the company's longer term ability to meet its liabilities 

 proof that the company has the relevant minimum capital 

 company statutes 

 general terms and conditions of the insurances covered by the application 
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 details of reinsurance arrangements. 

 

Insurance and Pensions Licensing Department is responsible for licensing of 

insurers and entities operating in the pensions market (pension funds, 

occupational pension schemes). In addition to licensing duties, this department 

is also responsible for areas related to insurance and pension system integrity, 

such as fit and proper testing of key persons (members of the management 

board, members of the supervisory board), notifications of intention to carry out 

cross-border insurance activities, analysis of legal issues important for the 

insurance and pensions market and analysis of the occupational pension schemes 

market, and keeping the register of actuaries. 

 

KNF issues or denies insurance licenses by way of an administrative decision. 

The procedure observed by the KNF is subject to the provisions of the Code of 

Administrative Proceedings. The Code instructs the supervisor to examine the 

case in a detailed and objective manner, within the applicable time limits for 

issuing the decision and the terms of serving the decision to the involved party. 

In cases when a license is denied the applicant is provided with an explanation. 

The IA specifies the reasons for denying a license. 

 

The KNF may impose conditions on an authorization, restricting the type of 

policies which the company may write for example. Conditions, if imposed, 

would be monitored as part of ongoing supervision. 

 

A decision is currently made within 180 days under existing service level 

standards. After licensing, ongoing monitoring is carried out as usual. 

Assessment Largely Observed 

Comments There are minor issues related to the fitness and propriety requirements (see ICP 

7). 

Principle 7. Suitability of persons 

 The significant owners, board members, senior management, auditors and 

actuaries of an insurer are fit and proper to fulfill their roles. This requires that 

they possess the appropriate integrity, competency, experience and 

qualifications. 

Description “Key functionaries” are identified in the FMSA and the IA as members of the 

management board and the chairperson. The appointment of 2 members of 

management board, including the chairmen for domestic insurers, shall take 

place upon approval of the KNF. All members of the Management and 

Supervision Board shall meet the standards set in the IA.  Requirements for 

Management Board members include: full capacity to understand legal 

transactions, higher education, not convicted for willful crime ascertained by a 

valid court sentence provided there is a warranty to conduct the insurer’s matters 
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in a lawful manner.  

 

At least two of the Management Board members, including the Chairman, must 

have a good command of Polish and must have professional experience 

necessary for managing an insurer. The professional experience of the only two 

members of the insurer’s management board, in particular regarding insurance 

experience, is verified both at the licensing stage (when granting the license to 

perform the insurance activity) and (after the change in management board) as 

part of offsite supervision. This work is one of the duties of Insurance and 

Pensions Licensing Department. The requirement for adequate professional 

experience by the members of insurer’s management board is stated in the IA. 

 

The KNF can refuse an authorization for a member of the Management Board, 

including the Chairman (IA-Article. 27 par. 7) in case of non compliance. The 

KNF can also make recommendations to the insurer to comply with the 

regulations. The KNF has also the power to suspend a member of the 

Management Board and to request an insurer to dismiss a member of the 

Management Board.  

 

Insurance companies are obliged to prove that a member performing the “key 

functions” meets the fit and proper criteria and under Article 27-29 of the IA, the 

insurer is obliged to inform the KNF about any changes in staff performing the 

“key functions”.  

 

The KNF exchanges information with other domestic and foreign supervisors in 

respect of key functionaries and shareholder controllers (Art. 17 of the APFS 

and IO). The investigation for a possibility of conflict of interests is one of the 

elements of fit and proper assessment. The IA-Art. 29 sets out clearly which 

functions cannot be associated with the function in Management Board. 

 

Insurance companies are not obliged to inform the KNF about conflict of 

interests. The KNF can issue recommendations when it is aware of a conflict of 

interest.  

 

Auditors must be registered by the KIBR (see ICP 1) and actuaries must be 

registered by KNF (IA-Art 160) and the register of actuaries is published in the 

Journal of Laws of the Republic of Poland “the Polish Monitor”. 

 

The duties of the registered and appointed actuary are set out in the IA-Chapter 

8 Art. 158. The actuary of an insurance company shall inform the supervisory 

authority within 30 days of the notification of the board of the insurance 

company on disclosing facts indicating the perpetration of an offence or 
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violation of law (Article 159 of the IA).  

 

Under the law only an actuary is required to sign ( in addition to the board) the 

financial report of a life-insurance company and an insurance company offering 

a third party liability insurance to vehicle owners - Motor TPL (Article 167 

paragraph. 2 of the IA) This requirement applies mainly to confirm the accuracy 

of determined technical provisions. 

 

There are no requirements in relation to actuaries, chairperson, and member of 

management board holding two positions in an insurance company. The KNF 

expects to identify cases of potential conflict of interest as part of its supervision 

and require remedial action; in cases of non-compliance it may use its powers to 

require termination of appointment of the relevant person. 

Assessment Largely Observed 

Comments The main issue regarding the requirements lies in the absence of explicit reach to 

some key functionaries that may not be management board members, addressed 

in the system in more indirect fashion through the warranties of board members. 

Principle 8. Changes in control and portfolio transfers 

The supervisory authority approves or rejects proposals to acquire significant 

ownership or any other interest in an insurer that results in that person, directly 

or indirectly, alone or with an associate, exercising control over the insurer. 

The supervisory authority approves the portfolio transfer or merger of insurance 

business.
 

Description The IA and the Act on Public Offering, Conditions Governing the Introduction 

of Financial Instruments to Organized Trading and Public Companies both 

require that when a person acting alone or with related parties intends to hold 

shares in the insurer reaching or exceeding 10%, 20%, 33%, 50% of votes on 

general shareholders meeting or 10%, 20%, 33%, 50% in the share capital of an 

insurance company KNF approval is required. In such cases the KNF must be 

notified no later than 30 days before the transaction. 

 

There are explicit provisions on ultimate rather than immediate beneficial 

owners, for example, where there are holding companies or other such structures 

the provisions are wide enough to capture such controls. In addition, an insurer, 

or people in whose name its shares are registered, must provide details on 

shareholders (IA Chapter 2). The same section of the IA provides that no person 

shall, without notification to KNF, acquire or hold shares or any other interest in 

an insurer which results in that person exercising control over that insurer. 

 

The KNF has the right to raise an objection towards notified share purchases in 

order to ensure the sound and prudent management of the insurer in which an 

acquisition is proposed, having regard to the likely influence of the proposed 
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acquirer on the insurer, and taking into account the financial soundness of the 

proposed acquirer. 

 

The application requires detailed information similar to that required when a 

person applies for authorization as an insurer. The KNF is required under IA to 

refuse approval if to do so would be contrary to either the public interest or the 

interest of actual and potential policyholders. There is no reference in the legal 

framework explicitly to fit and proper. But there is reference in the IA explicitly 

to financial resources. The same requirements apply to foreign controllers as to 

domestic. 

 

Portfolio transfer: 

 

Under IA-Article 182, an insurance portfolio transfer requires approval by the 

KNF. The principle relating to portfolio transfers and mergers of insurance 

establishments is well represented in Polish legislation, in particular in the IA. 

The insurance law makes a reference to the Commercial Code and indicates 

which obligations must be fulfilled by insurers to adequately safeguard the 

policyholders' interests and to maintain satisfactory financial relationships after 

the portfolio transfer or merger.  

 

Any insurance portfolio transfer may take place, provided that the insurer taking 

over the insurance portfolio and the insurer transferring the insurance portfolio, 

after the execution of the contract will possess own funds in an amount of no 

less than the minimum solvency margin and will possess assets to cover the 

technical provisions. The KNF may exempt the insurer transferring or taking 

over the portfolio from that condition if the contract is aimed at protection of 

interests of insuring persons, insured beneficiaries or others entitled to benefit 

from insurance contracts, in a situation of threat to the solvency of the 

transferring insurer. 

 

The approval of the insurance portfolio transfer is reported by the KNF in a 

Polish daily newspaper of countrywide circulation calling for persons to lodge 

objections within 3 months following the day of the announcement. Those that 

lodge an objection have the right to terminate the insurance contracts.  

 

Within 21 days following the day of being notified of the plan of merging 

insurers, the KNF may lodge an objection against the planned merger of 

insurers, if it results from the submitted documents, that after merging, the 

newly created insurer will not possess own funds in the amount of required 

solvency margin or that insurer will not possess the assets for covering the 

technical provisions, and; 
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 the interests of the insuring persons, insured, beneficiaries or those 

otherwise entitled from insurance contracts have not been duly secured; 

or 

 the interests of the insuring persons, insured, beneficiaries or those 

otherwise entitled from insurance contracts subject to reinsurance have 

not been duly secured. 

 

The objection, lodged by the KNF, shall stop the plan for merging insurers. 

The legal framework does not make clear that the KNF will not approve a 

transfer if the transaction is inconsistent with the interest of policyholders. There 

is no guideline paper issued that sets out the processes to be followed in case of 

an application for approval of portfolio transfer. 

Assessment Observed 

Comments The framework for changes in control and portfolio transfers contains all the 

required provisions. In practice KNF examines the cases in a detailed and 

objective manner checking, by questioning in detail both the insurers interested 

in merger or portfolio transfer, whether the interests of the insuring persons, 

insured, beneficiaries or entitled from insurance contracts are duly secured. 

It is recommended that a guideline paper should be issued that sets out the 

processes to be followed in case of application for approval of a portfolio 

transfer. 

Principle 9. Corporate governance 

 The corporate governance framework recognizes and protects rights of all 

interested parties. The supervisory authority requires compliance with all 

applicable corporate governance standards. 

Description The corporate governance requirements are set out in the Commercial Company 

Code and the Civil Law.  

 

 

There are no legal requirements for an insurance company to establish specific 

internal regulations referring especially to corporate governance standards 

however those insurers that are listed on the stock exchange are subject to more 

specific rules as a result. The KNF exercises powers to verify the scope and 

effectiveness of corporate governance  for insurers as follows:  

 at the licensing stage for new insurers - e.g. the articles of association of 

insurance companies require the approval by the KNF, prior to their 

registration; the scheme of operations, which includes in particular 

specification of the organization of insurance activities and system of 

internal control is analyzed by the KNF before authorization of insurance 

activity, 

 in the course of insurance company’s operations - e.g. amendments to the 
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articles of association of insurance companies require the approval of the 

KNF, 

 during on-site inspections covering assessment of compliance of 

insurer’s conduct with the law and the articles of association, 

 in the course of mergers of insurers - e.g. the KNF may, by means of 

decision, lodge an objection against the scheduled merger of insurers. 

The merger plan should contain in particular draft articles of association 

of the company taking over or of the newly established one. 

 

The Polish Companies Code establishes two corporate authorities for insurers: a 

management board and a supervisory board. The general corporate governance 

standards referring to the powers, duties, and responsibilities of the management 

board and the supervisory board of an insurer are established in the Commercial 

Companies Code (provisions of Articles 368-429 of the Commercial Companies 

Code), the IA and in the articles of association of an insurance company. In 

general, the management board is an executive body that runs the insurer’s 

business and conducts all its activities. The supervisory board exercises 

permanent supervision over the insurer’s activity. 

 

The internal regulations often include: rules of appointment and dismissal of the 

higher managerial staff by the management board, establishing policies and 

strategies by the management board (e.g. policies with regard to conflict of 

interests,  remuneration policy, standards of ethical behavior), establishing 

procedures for monitoring and evaluating the progress of policies and business 

strategies, the rules of monitoring by the management board business 

effectiveness and risky points of operations. If there is a supervisory need for 

organization and management check, the above matters become part of an 

inspection process. 

 

The KNF has the power to require and verify if the insurer introduced adequate 

internal regulations to conduct its insurance activity, in particular regarding 

outsourcing to other entities and internal controls. The regulations should be 

adjusted to the scale of activity, level and profile of risks related to the activities 

of the insurer. The control as to whether the insurer fulfills the requirements 

included in its own governance standards is also performed by the KNF, e.g., in 

cases of issuing the approval of the appointment of the management board 

members (see: ICP 7 and Article 27 of the IA). In these circumstances the KNF 

examines, among other things, if the appointment was consistent with the 

internal regulations.  

 

Similarly, verification is also carried out, when the insurer informs the KNF 

about the appointment or dismissal of members of the management board, which 
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do not need the approval of the KNF and in any case of appointment or 

dismissal of members of the supervisory board.  

 

If the insurer is a listed company there is an obligation for approving and 

adopting of corporate governance standards issued by Polish Stock Exchange. In 

addition, the Polish Chamber of Insurance, which represents all insurers, has 

issued voluntary Principles of Good Practice accepted by the insurance sector. 

Every insurer has to notify KNF of the selection of external audit firm within 7 

days following the day of selection and the same entity cannot be chosen for a 

period exceeding 5 years.  

 

The external auditor is required to certify the reliability of the accounting 

process and that the annual report conforms to Poland accounting standards. 

 

The KNF also publishes on its website standards of good practice for insurers. 

Assessment Observed 

Comments Insurers are subject to Commercial Code and Civil Law, together covering most 

of the requirements of this ICP, and voluntary standards. The KNF has set 

certain insurance specific requirements, where it has felt necessary such that all 

essential criteria are met. 

Principle 10. Internal control 

 The supervisory authority requires insurers to have in place internal controls that 

are adequate for the nature and scale of the business. The oversight and 

reporting systems allow the board and management to monitor and control the 

operations. 

Description The management board is responsible for the development, adoption and 

functioning of internal regulations, which affect performance of insurance 

activities, including risk management and internal control regulations, adjusted 

to the scale of activity and level and profile of risk related to the activity of the 

companies. The activities of the company include, when relevant, the risk 

management systems, control functions, reinsurance management and market 

conduct related issues. When functions are outsourced, these arrangements are 

also subject to review. 

 

KNF inspectors verify the appropriate implementation of internal control 

standards set in statutes, by-laws and other internal regulations of an insurer. 

This helps to ensure compliance of internal control systems with the law and all 

applicable polices and internal regulation. The internal regulations are expected 

to require the independence of internal control function. 

 

In addition, KNF inspectors investigate whether any internal control regulations 

are actually applied. This refers, e.g., to the preparing of the annual internal 
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control schedules, compliance with internal control procedures and principles 

stated in internal regulations, implementation of recommendations issued 

following the internal control process. 

 

Moreover, the KNF has unlimited access to all reports prepared by the internal 

control (in other jurisdictions, often termed internal audit) unit. The KNF 

requires that control reports comply with internal control regulations. The 

management board is expected to receive reports on the effectiveness of the 

internal control regularly and any identified weakness or risks should be 

reported to the management board as soon as possible to let the Board take 

appropriate corrective measures. 

 

After the on-site inspection, KNF issues recommendations to correct 

irregularities identified. This is the way in which KNF may influence the 

company’s management board. 

Assessment Largely Observed 

Comments The KNF holds the management board responsible for maintaining an internal 

control framework, assessing the adequacy of controls as part of its on-site 

supervision work. It includes discussions with staff in such functions and access 

to their internal reports (including internal audit). Although actuarial reports are 

generally provided to boards, the requirement is not compulsory. 

Ongoing Supervision 

Principle 11. Market analysis 

 Making use of all available sources, the supervisory authority monitors and 

analyses all factors that may have an impact on insurers and insurance markets. 

It draws the conclusions and takes action as appropriate. 

Description Each quarter the KNF prepares a report which provides deep analysis of 

conditions in the Polish insurance sector.  The report is focused on insurance 

issues, but it also monitors the Polish economy and its impact on insurers. Apart 

from that, KNF conducts a wide range of analyses (e.g. reports on reinsurance 

activity, solvency of insurers, cross-border activity, report on motor insurance, 

etc).  

 

Market analysis is based on past developments and the present situation, but also 

takes into account future developments. The sources of prospective information 

are business plans of insurers (submitted to the supervisory body pursuant to the 

provisions of art. 207 of the IA). A new approach and tools for market analysis 

have been put into practice through the IT system launched in 2009. With this 

system, inclusive data collection has been established with prescribed stress tests 

which will add further strength to the KNF’s capacity to identify the risks in a 

wider scope. 

 



 

 

  

26 

 

Planned work on Solvency II will include results of prescribed stress tests, 

which will add to the KNF’s capacity to identify liability on risk based and 

market wide risks. 

 

Aggregate data on the insurance sector are published by the KNF on its website. 

Most information is also available in English.  The analyses are not limited to 

the home market, but also include developments elsewhere (e.g. subprime crisis 

in the United States). 

 

Consistent information on significant market developments are collected by the 

KNF and market-wide exercises such as stress testing is undertaken (in the 

crises recently where the KNF carried out stress test to assess potential losses). 

 

Each year the KNF prepares inter alia the following in addition to its quarterly 

review reports: 

 Report on insurance sector; 

 Report on reinsurance of domestic companies 

 Motor insurance in Poland; and 

 The activities of insurers from the EEA in Poland. 

Assessment Observed 

Comments The KNF has a good approach to the analysis of reported supervisory data and 

publishes aggregated data and the results of its analysis on the insurance sector. 

KNF is encouraged to continue its efforts to develop its supervision and analysis 

in this area as it has an excellent base to build on. 

Principle 12. Reporting to supervisors and off-site monitoring 

 The supervisory authority receives necessary information to conduct effective 

off-site monitoring and to evaluate the condition of each insurer as well as the 

insurance market. 

Description The KNF requires insurers to submit annual statutory reports with a prescribed 

form and content. These annual reports must be audited. The report includes a 

statement to be completed by the auditors giving the audit opinion. Insurers are 

also required to submit unaudited quarterly reports. The KNF has powers to 

require an inadequate report to be resubmitted. It can impose sanctions for late 

or inadequate reports (IA-Art. 212,208). 

 

The reporting requirements imposed on all insurance entities subject to Polish 

supervision are identical. There is no distinction between domestic insurers and 

foreign branches, privately-owned and State-owned companies. Legislation 

provides the KNF with power to request whatever information may be needed 

(IA-Art.207). 

 

All regulatory power and requirements regarding reporting formats and 

frequencies lie with the MoF. The scope, form and manner of preparing these 
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reports are laid down by the Minister of Finance by way of ordinances (the KNF 

takes part in preparing a draft law). 

 

The prescribed reports are submitted on a solo basis from all authorized 

insurance companies. Insurers are required to submit the following reports: 

 

  Financial and statistical statement (annually and quarterly).  

  Report on intra group transactions (annually). 

  Actuary's report on the insurance portfolio (annually). 

  Report on co-insurance operations (annually).  

 

The reporting statements are defined by the IA and relevant regulations of the 

MoF. In addition, insurance companies provide statistical reports and business 

plans, information about the technical result and net profit or loss, and solvency 

ratios (monthly), additional information on investments by issuer and maturity, 

reports on unit linked contracts and individual retirement accounts. 

 

Legislation provides the KNF with the power to request whatever information 

may be needed (IA-Article-.207). The KNF can demand from insurers the 

necessary information and explanations concerning their activities and their 

financial management, and it may extend the information necessary to perform 

off-site supervisory tasks. The KNF may periodically order insurers to provide 

data. The KNF also has authority to request, from an insurer, copies of its 

standard insurance contracts, information regarding products offered as part of 

individual negotiations with the insured persons, applications for conclusion of 

insurance policies, insurance premium rates and other forms or printed 

documents as well as policy cancellations. The powers of Article 207 are often 

used. Further, by way of specifics: 

 

 An insurer who is a ‘mother” entity develops annual consolidated 

accounts and submits them to the KNF. Detailed regulations regarding 

form, frequency as well as principles and norms of the solo and 

consolidated accounts are set by an ordinance of the Minister of Finance 

on detailed accounting principles for insurers and reinsurers and by the 

Accounting Act. 

 The KNF may request the information, explanations and data necessary 

for supplementary supervision of entities other than the insurer, forming 

a part of an insurance holding company and established in Poland. 

 An insurer submits information on off-balance sheet items as part of the 

financial statement. 

 There are no regular reporting requirements regarding outsourcing, but 

pursuant to the provisions of art. 207 of the IA, such information may be 

requested by the KNF. 

 In conformity with the Accounting Act, the management board is 

responsible for the observance of accounting principles. The financial 
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statement is signed for conformity with the actual state of the company 

by the members of the management board and the person responsible for 

keeping the accounting books, and the actuary when relevant. The 

Supervisory Board also has an ultimate responsibility. 

 

Reporting requirements are reviewed regularly. 

 

In conformity with the IA, an insurance entity reports to the KNF changes in the 

management board, change of shareholders, change of auditor, chief accountant, 

appointed actuary. 

 

The SREP reports also provide extensive information including on both 

quantitative and qualitative performance, which is analysed and forms the basis 

for supervisory action plans. 

 

The KNF analyzes all reported information, makes internal reports and takes 

actions on the basis of its analysis, where required to address issues or concerns 

highlighted by the reports. Questions and concerns are taken up with companies 

and reported up the management chain for information and discussion. 

 

Assessment Observed 

Comments The KNF and the MoF should continue to develop and maintain the information 

gathering, analysis processes, and techniques as the market develops. Expected 

regulatory reforms will also provide the opportunity to revisit reporting content. 

Principle 13. On-site inspection 

The supervisory authority carries out on-site inspections to examine the business 

of an insurer and its compliance with legislation and supervisory requirements. 

Description KNF has (IA-Article 208) the full freedom to conduct at any time on-site 

inspections at the insurer's facility and has a practice of doing so. Timing and 

frequency of inspections is subject to risk assessments, but all insurers would be 

subject to a full inspection at least on a four yearly cycle. 

 

Where supervisors suspect that there has been material noncompliance that 

should be investigated, the onsite work is performed by the Inspection Division 

using the KNF's wide-ranging search and seizure powers under the FMSA. 

These wide ranging powers mean that the inspection scope can include any 

aspect of an Insurer’s operations, whether internally managed or outsourced.. 

 

The KNF plan the frequency and content of inspections reflecting a risk based 

approach, informed by the SREP rating system and the importance of the insurer 

in the market. 

 

Every year KNF prepares a list of companies (14 insurance companies will be 

inspected in 2011) KNF has decided to examine on-site. The brokers and agents 

are only are inspected if there is a complaint. 
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The objective of inspections is to safeguard the rights of policyholders, 

compliance with the law, regulations and circulars and to monitor capital, 

solvency and admitted assets and liabilities. After each inspection is completed, 

a report on findings is written and sent to the company management by the 

Chairperson (including notification of any existing violations or breaches). Then 

sanctions are implemented, if necessary. 

 

In the course of its on-site inspection, the KNF has a right to verify the 

information submitted by insurers in regulatory returns. In practice, on-site 

inspections review financial statements made by insurers. 

 

The KNF may conduct on-site inspections in practice on either a full scale, or on 

certain operational fields of the insurer. 

 

In practice the inspection team discusses with the insurer the material findings of 

the inspections, including any discovered irregularities. The KNF delivers an on-

site inspection protocol to the insurance company. The protocol includes among 

other things, a description of performed actions and the facts established. Within 

14 days from the date of delivery of the control protocol, the insurer has a right 

to submit to KNF written objections and remarks to the content of the protocol 

as well as explanations regarding issues included in the protocol. In practice 

insurers usually take such an action.  

 

After the on-site inspection, the KNF usually exercises its right to issue a letter 

to address compliance matters that have been identified. IA-Section 2 states that, 

when an insurer does not execute recommendations within the deadline set out 

in the recommendation, the KNF may oblige the insurer to perform these 

recommendations.. 

Assessment Largely Observed 

Comments The KNF has an active on-site inspection process with scope in line with the 

ICP regarding insurers. Inspection activity of intermediaries could be enhanced 

over time as could the techniques for review of risk management practices. 

Principle 14. Preventive and Corrective Measures 

 The supervisory authority takes preventive and corrective measures that are 

timely, suitable and necessary to achieve the objectives of insurance supervision. 

Description KNF is legally equipped with a wide range of preventive and corrective 

measures to enable it to fulfill its supervisory objectives. These measures 

include a requirement for submitting a plan for the restoration of a sound 

financial position in the scope of technical provisions (if the technical provisions 

of any insurer are not covered by assets in compliance with the law) or a 

corrective plan of restoration of a sound financial position (if own funds of any 

insurer is lower than the required solvency margin) or a short-term finance 

scheme. 
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In the cases, referred above, the KNF may: 

 prohibit the insurer from free disposal of its assets or restrict the scope of 

its activity; 

 assign the insurer a deadline for submitting a plan for the restoration of a 

sound financial position in the scope of technical provisions and a plan 

of restoration of a sound financial position (if own funds of any insurer 

are lower than the required solvency margin) or a date by which the 

insurer should restore corrected financial relations or solvency; 

 prohibit the insurer from proceeding with payments from profits. 

If the insurer fails to perform the corrective plans, the KNF may; 

 appoint a board of trustees by way of a decision (IA-Art.189), if insurer 

does not submit the short-term finance scheme or the KNF refuses to 

approve it, 

 withdraw by way of a decision the authorization to pursue insurance 

activity in the scope of one or more insurance classes ( IA-Art 101), if 

insurer does not realize in time the plan for the restoration of a sound 

financial position or short-term finance scheme; 

 order the compulsory liquidation of an insurer's business (IA-Art. 193), if 

insurer does not realize in time the plan for the restoration of a sound 

financial position or the short-term finance scheme. 

 

Additionally, if the insurer's financial relations are deemed to be inappropriate, 

the KNF may resort to other supervisory instruments and the KNF inter alia 

may: 

 request from the insurer additional information and explanations 

regarding its business and financial management, 

 conduct an on-site inspection, 

 order the bodies of any insurer to convene, at a fixed date, the general 

meeting of that insurer or to place specific matters in the agenda of the 

next general meeting. 

 

In practice, the PSFA proactively uses the above mentioned preventive and 

corrective measures to ensure compliance on an ongoing basis (in 2010 KNF 

used the abovementioned measures against few insurance companies). 

 

Within the framework of supervisory practice, the graduation of statutory 

supervisory activities ("supervisory ladder") is applied, which is dependent on 

the character of irregularities identified in the activities of the company (with 

regard to violations of applicable laws as well as incidents/behaviours which do 

not violate the law directly but, as a result, may lead to its violation in the area of 

insolvency or clients' interests, thus a risk phenomenon). It may be traced in 
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particular cases (such case studies have been prepared). The SREP methodology 

additionally developed in 2010 introduces a formalized "ladder" of supervisory 

activities. 

Assessment Observed 

Comments Legislation governing KNF work provides it with a wide range of remedies to 

address actual or potential noncompliance by an insurer. 

Principle 15. Enforcement or sanctions 

 The supervisory authority enforces corrective action and, where needed, imposes 

sanctions based on clear and objective criteria that are publicly disclosed. 

Description The KNF has a range of enforcement powers including prevention of the insurer 

from freely managing its assets and distributing its profit in the event of an 

insolvency threat. It also has (IA-Article 208) the full freedom to conduct on-site 

inspections in the insurer's facility. 

 KNF requires the insurer to submit a recovery plan, if interests of the 

insuring persons, insureds, beneficiaries or those entitled from insurance 

contracts may be or have been threatened.  

 The IA also provides (Article 101) in each case where an insurer does 

not on a  timely basis implement the plan for the restoration of a sound 

financial position or short-term solvency plan, for the limitation of one or 

more insurance classes;  

 Where an insurer is financially unsound (not meeting with the 

recommendations, not meeting the minimum solvency requirements) it 

may also be decided that compulsory liquidation of the insurer is 

required, or that the imposition of fines is necessary.  

 The KNF also has a power (IA-Article 101-102) to prohibit concluding 

new insurance contracts in case of withdrawal of license. 

 

Failure to provide information or false information presented to the board of any 

insurance or reinsurance company, or to the KNF, may give rise to the 

imposition of a fine. The provision of false information is subject to other 

penalties, like limitation of liberties or imprisonment. 

 

The KNF (Enforcement Division) can impose fines on companies and 

individuals where are they subject to specific obligations in legislation (on 

insurer or dedicated person, members of the management board). The KNF has 

no powers to bar individuals from acting in responsible capacities in the future.  

 

The fulfillment of the restoring plans or other measures for the purpose of the 

restoration of correct relations of the insurer is not dependent on to the previous 

sanctions. These measures can be taken independently. 

 

The KNF may terminate an insurer’s authorization ( IA-Article 101) if: 
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 An insurer fails to commence carrying on business within 12 months 

after being authorized;  

 An insurer has ceased to enter into policies to an extent which no longer 

justifies its continued authorization; 

 It performs  an activity in violation of the law, the articles of association, 

the scheme of operations or does not ensure the capacity of that domestic 

insurer to fulfill its obligations, 

 It does not realize  a plan for the restoration of a sound financial position 

or short-term finance scheme in a timely manner, 

 It ceases to pursue insurance activity for period exceeding 6 months, 

 It submits an application for withdrawing  its authorization to pursue 

insurance activity; or 

 Circumstances have occurred with regard to the shareholders of that 

insurer. 

 

The KNF can request a company to increase its capital levels but it cannot 

directly require them to do so. This can be recommended by the KNF when 

insurers develop corrective plans to counteract the threat of insolvency (own 

funds (available solvency margin) are lower than  the required solvency margin 

or required guarantee fund, technical provisions are not covered by admitted 

assets). In practice the KNF may recommend that the raising of capital is the 

main issue addressed by the corrective plan developed by the insurer. 

 

Dividend payments are prohibited only in cases of insolvency threat. 

 

There are no legislative provisions which directly order a transfer of a failing 

insurer's portfolio. At present, this solution could be adopted in the form of a 

recommendation, and not a direction, issued by the KNF, if for example the 

insurer's corrective plan proves to be ineffective. The recommendation to 

transfer the failing insurer's portfolio could protect the insurer from bankruptcy. 

 

The KNF has the power and internal decision-taking processes that help to 

ensure consistency in its application of its enforcement powers. In any case the 

type and degree of the sanction is suited to the substantial circumstances. 

Actions required are subject to the normal supervisory monitoring processes. 

 

The KNF has taken action under these powers, including enforcement actions 

against unlicensed activity. 

Assessment Largely Observed 

Comments The KNF should be given direct and explicit powers to require business 

transfers. This power is currently more implicit. The KNF should also be 

granted the power to bar individuals And directly require capital increases. 
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Principle 16. Winding-up and exit from the market 

 The legal and regulatory framework defines a range of options for the orderly 

exit of insurers from the marketplace. It defines insolvency and establishes the 

criteria and procedure for dealing with insolvency. In the event of winding-up 

proceedings, the legal framework gives priority to the protection of 

policyholders. 

Description Under the IA, an insurer is in a financially unsound condition (so triggering a 

range of KNF powers) when it is no longer able to meet the financial 

requirements (i.e., it is unable to meet its liabilities and solvency margin and 

minimum guarantee fund requirements). At this point, the KNF may ask the 

company for remedial plans (see ICP 14), may impose other requirements on the 

company or, “if reasonably necessary in the interest of policyholders” may order 

wind up.  

 

IA Article 193 defines circumstances under which the KNF may order the 

winding-up of an insurer. The circumstances which justify compulsory winding-

up are discussed in detail in point (a) Article193. 

 

If an insurance entity is subject to compulsory winding-up, the KNF: 

 appoints a liquidator 

 notifies all known creditors in writing of the opening of the winding-up 

procedure 

 notifies the supervisory authorities of EU Member States of the opening 

of the winding-up procedure 

 

Guarantee Fund 

 

The protection of the policyholders' rights in the event of an insurer's winding up 

is one of the priorities of the Insurance Guarantee Fund (UFG).  If the 

supervisory authority is not satisfied with an insurer's finances or reserves, it has 

wide powers to force liquidation or merger (IA-Chapter 12). 

 

The UFG compensates policyholders in the event of an insurer's bankruptcy, as 

set out in the Act of 22 May 2003 on Compulsory Insurance, the Insurance 

Guarantee Fund and the Motor Insurers' Bureau. 

 

The UFG is financed by a levy on insurers but compensation is limited to: 

 uninsured motor TPL claims or where the relevant policyholder cannot 

be traced 

 other compulsory insurances, where the insurer is bankrupt 

 life insurance claims, which are covered up to 50 percent but are limited 
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to a maximum EUR 30,000 ($42,857). 

 

Other claims are paid out of the bankrupt company's funds if possible and are 

subject to priority listings. Compulsory insurance policies become void within 

three months of the bankruptcy and all other policies within one month, so 

insureds have to arrange alternative cover within these time limits. 

Assessment Largely Observed 

Comments The insurance legal framework provides a trigger for the KNF to take action in 

case of an insurance company becoming financially unsound. In the event of 

winding-up, there is no preference for insurance policyholders but, instead, a 

Guarantee Fund for a policyholder protection scheme that would pay out in case 

of policyholder loss on insurance company insolvency. 

Principle 17. Group-wide supervision 

 The supervisory authority supervises its insurers on a solo and a group-wide 

basis. 

Description The approach to calculating group financial condition is provided for in the 

regulation of the Minister of Finance dated 6 February 2006 on detailed means 

of calculating own funds of national insurance companies being part of 

insurance groups. Polish law provides both a definition of an insurance group 

and group-wide supervision (as provided for in the self-assessment) as well as 

an approach to calculate group financial condition. The IA: 

 empowers KNF to conclude an agreement with the supervisory 

authorities from other EU Member States on the cooperation in 

exercising supplementary supervision over the insurers being part of the 

insurance group (Art 204); 

 subjects a Polish insurance company that belongs to an insurance group 

to supplementary supervision. In accordance with the provision, its by-

laws which determine the manner of performing insurance activities, 

including internal control regulations, shall ensure: a) adequate collection 

and transfer of information and data necessary for the purpose of the 

group-wide supervision; b) identification, measurement, monitoring and 

control of intra-group transactions (Art. 30 par. 2); 

 empowers the KNF to control the group structure and interrelationships, 

including ownership and management structure of the supervised entities 

(Art. 35). See ICP 8; and 

 obliges domestic insurers – which are subject to supplementary 

supervision exercised by the KNF– to provide the KNF with an annual 

statement concerning transactions conducted within the insurance group 

(intra-group transactions), in particular in the scope of the following: a) 

loans, b) guarantees and other off-balance sheet transactions, c) funds 

covering the solvency margin, d) placements, e) outward reinsurance and 

reinsurance activity, f) agreements concerning costs sharing. Art. 173. 

 

The decree of the Minister of Finance specifies the detailed scope, form and 
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rules for preparing the statements. 

 

To ensure elimination of double use of own funds among different insurance and 

reinsurance companies within the group, Article 148 of the IA provides the 

following requirement: the shares held by any insurer subject to supplementary 

supervision and other assets financing own capitals of insurers and reinsurers 

belonging to the same insurance group shall be excluded from own funds of that 

insurer.  

 

The decree strictly stipulates what elements cannot be taken into account when 

determining the own funds of an insurer being a parent undertaking of an 

insurance or reinsurance company or having a participation in an insurance or 

reinsurance company. Detailed rules of determining own funds of insurer or 

reinsurer forming part of an insurance group are stipulated in a decree of the 

Minister of Finance. One of the main objective of this decree is to prevent a 

situation in which the same assets are counted twice into own funds of an 

insurance group, either directly or indirectly. 

 

The KNF has access to detailed information on the impact of the participation in 

the group on the insurance entity, especially as regards own funds and the 

elements eligible to cover capital requirements, since domestic insurance 

companies are obliged to report on a quarter and annual basis on the impact of 

the participation in the group of insurers being either dominant/participating or 

subsidiaries/ participated entities. 

 

The KNF is a member of many supervisory colleges of insurance groups. The 

cooperation within the colleges is exercised in accordance with arrangements; as 

far as European groups are concerned the arrangements contain provisions 

relating inter alia to the structure of the group, relevant supervisory authorities, 

exchange of information, tasks of the members of the college and organization 

of the college. The merit of the arrangements is based on the provisions of 

Directive 98/78/EC and the Protocol relating to the collaboration of the 

supervisory authorities of the Member States of the European Union with regard 

to the application of Directive 98/78/EC (the Helsinki Protocol). 

 

The KNF is obligated to cooperate with other the key supervision authorities 

from EU Member States in the field of gathering and exchange of information.  

 

The KNF actively cooperates in colleges of supervisors in the scope of 

developing effective group supervision. Strengths of colleges of supervisors 

work surround cooperation and contact between authorities, comprehensive 

view of the group and high-quality discussions between the authorities. The 

main activities are: 

 attending and organizing joint on-site inspections; 

 exchange of information on a regular basis in the scope of solvency, 

changes in the insurance group, intra-group transactions and other 



 

 

  

36 

 

essential information concerning the group supervision; 

 attending workshops regarding Solvency II. 

 

The colleges of supervisors use the recommendations, guidelines and other 

documents issued by Committee of European Insurance and Occupational 

Pensions Supervisors (CEIOPS), from 1 January 2011 replaced by European 

Insurance and Occupational Pensions Authority (EIOPA). 

 

For the purpose of ensuring efficient supplementary supervision of financial 

conglomerates, the KNF as a coordinator of a financial conglomerate may 

conclude an agreement with relevant competent supervisors from other EU 

Member States on the cooperation in exercising supplementary supervision over 

the regulated entities being part of the financial conglomerate, particularly by 

taking conclusions that are of vested interest for these regulated entities. 

 

The KNF and the other supervisory authorities may ask each other for 

verification or taking part in such a verification of information on the entities 

being part of the financial conglomerate which are located on the territory of a 

particular supervisor. The tasks and responsibilities of the KNF as a coordinator 

are well-defined and indicated in the Act of 15 April 2005 on supplementary 

supervision. Cooperation arrangements may define precisely obligations and 

tasks of supervisors responsible for supervision of entities being part of a 

particular financial conglomerate. 

 

For the purpose of ensuring efficient group-wide supervision, Article 204 of the 

Act empowers the KNF to conclude an agreement with the supervisory 

authorities from other EU Member States on the cooperation in exercising 

supplementary supervision over the insurers being part of the insurance group. 

The KNF may, at the request of the supervision authority from another EU 

Member State, conduct an on-site inspection of a national insurer being part of 

the insurance group or enable the representatives of the KNF from the EU 

Member State to conduct such an inspection. 

 

The KNF is currently working to facilitate group supervision and it has recently 

appointed the Team for Financial Conglomerates Supervision (consisting of 

representatives of all relevant departments of the KNF Office) to strengthen its 

capacity with regards to group supervision. The application of this ICP to the 

market in Poland reflects the fact that the KNF is principally a host supervisor. 

Where it is a home supervisor, the relevant groups of entities are identified as 

insurance groups at the time of the assessment. 

Assessment Largely Observed 

Comments The KNF is principally a host supervisor. Where the KNF is a home supervisor, 

there is scope to enhance current data collections to facilitate a more continuous 

monitoring of the overall financial position, risk profile and exposures, etc 

beyond the level currently in place. Given the nature of the insurance market, 



 

 

  

37 

 

this would best be advanced reflecting the specifics of the insurance groups. 

Prudential Requirements  

Principle 18. Risk assessment and management 

 The supervisory authority requires insurers to recognize the range of risks that 

they face and to assess and manage them effectively. 

Description Whilst there are no sector wide requirements or guidelines issued by KNF 

specifically on risk management for insurance companies, several provisions of 

the IA are used as the basis for obligations on insurers that are subject to 

inspection and supervisory oversight. The main legal provision relating to risk 

control is in IA-Article30. The management board of an insurer shall be 

responsible for development, introduction and functioning of internal 

regulations, which determine the manner of performing insurance activity, in 

particular in respect of activities commissioned to other undertakings, including 

internal control regulations, adjusted to the scale of activity and level and profile 

of risk related to the activity of the domestic insurer. Article 207 provides the 

legal basis for the ORSA and Stress test requirements. 

 

The KNF asks or requires information from insurers on their risk management 

system and carries out risk assessment by assessing:  

 Stress tests; 

 ORSA (Own Risk and Solvency Assessment); 

 Financial Plans; 

 QIS studies; and 

 SREP (Supervisory Review and Evaluation Process). 

 

Stress test. Since 2009 the Risk Monitoring Department, based on IA-Art. 207 

may order insurers to provide periodically the data specified by the KNF. Each 

insurer has to perform annual stress tests. If the results of their stress tests are 

negative, insurers have to provide an explanation to the KNF and, if 

explanations are not satisfactory insurer performs stress tests twice a year.  

 

The KNF has delivered basic stress test scenarios for significant risks in life and 

non-life sector, based on statistical research. Based on results of stress tests 

among insurers, KNF identifies major risk factors in the insurance market, 

assesses the sensitivity of the Polish insurance market to risk factors and 

receives information on risk monitoring and risk management of insurers. 

 

ORSA. The supervision authority asks insurers to complete annually ORSA 

questionnaire. This survey includes qualitative and quantitative information on 

risk management systems in insurance companies, assessment of risks, events 

and fields connected with the particular kinds of risk, strategies and methods of 
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risk management, as well as key kinds of risk in insurance company activity. 

The general study (risk and risk management) was carried out (on average) 

every two years (the study has been carried out annually since 2010); additional 

surveys on specific risk (e.g. CAT risk, operational risk) were also elaborated.  

 

Financial Plans. Based on art. 207 section 1 of the Act on IA, the KNF may 

demand from insurers the information and explanations concerning the activity 

of insurers and their financial management, to the extent necessary for 

performance of supervision tasks. The KNF can require insurers to prepare 

Financial Plans. In these plans insurers should assess the future market 

environment in which they will operate and present a forecast of their 

development and future risks. 

 

Quantitative Impact Studies. In 2010 the majority of Polish insurers/reinsurers 

took part in Fifth Quantitative Impact Study within preparation for Solvency II 

regime in EU. This study was a good opportunity for the KNF to assess the level 

of prudence in technical provisions as well as to assess the level of risk in 

insurer’s activity. In 2012 KNF, on its own initiative, prepared methodology and 

requested all insurers/reinsurers to conduct Solvency II impact study in order to 

assess the risk, Solvency II capital adequacy and to discuss with undertakings 

regulations/provisions which were unclear/ambiguous. 

 

SREP (Supervisory Review and Evaluation Process); The KNF has developed a 

SREP, which is to be the part of the risk-based assessment of the 

insurers/reinsurers. In 2010 the KNF pilot review, which was based on data from 

2009, was carried out. On the basis of comments from insurers, KNF prepares 

the final SREP methodology assessment. The SREP assessment is carried out 

each year according to data for previous year, with the possibility to undertake 

abbreviated SREP analysis quarterly. 

 

Additionally, the risk assessment and control process at insurers is verified 

during on-site inspections. The inspection team presents their opinions and 

recommendations in a control report on the insurer's risks and the weakness of 

organizational structures. 

 

The insurance sector has not experienced any failures in last 12 years. In general 

insurers appeared to have responded swiftly to the emerging pressure on market. 

Assessment Observed 

Comments The KNF requires effective risk management through the powers of the IA 

Article 30 and enhanced through the ORSA and stress testing requirements in 

particular. 
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Principle 19. Insurance activity 

Since insurance is a risk taking activity, the supervisory authority requires 

insurers to evaluate and manage the risks that they underwrite, in particular 

through reinsurance, and to have the tools to establish an adequate level of 

premiums. 

Description The KNF’s approach to insurance risk relies on: 

 the management board is responsible for the level and profile of risk 

related to the activity; 

 information reported by insurers on their insurance activities and 

reinsurance arrangements;  

 the management board is responsible for the insurance premiums which 

should be fixed at a level that should assure at least the fulfillment of all 

obligations resulting from insurance contracts and the coverage of costs 

of performing insurance activity by insurers; 

 insurers are obliged to gather appropriate statistical data for the purpose 

of establishing, on that basis, insurance premiums and technical 

provisions; and 

 supervision processes focused on examination, with off-site monitoring 

division input, of the annual and quarterly returns, followed up by 

communications with the company; and onsite periodic work to assess 

company processes in practice. 

 

The KNF, under Article 18 of the IA, is entitled to verify methods and accuracy 

of determining insurance premium rates adopted by an insurance company and 

does so periodically through on and off site supervision. It has produced specific 

sector analysis as part of its risk based reviews, notably for Motor Third Party 

Liability. 

 

In respect to reinsurance arrangements, detail on companies’ arrangements is 

collected via quarterly reports and annual return data on the technical results for 

every insurance class and reinsurance. Moreover, the actuaries’ reports are often 

used as a source of information concerning the criteria in the field of the 

“pricing” methods. 

 

However, the insurer is only legally required to have a risk diversification 

strategy approved by its board indirectly rather than explicitly in the law. 

The KNF has the authority to determine whether risk transfer instruments are 

properly presented in financial statements. In practice, the KNF’s approaches to 

insurance risk also may include: 

 conducting onsite inspections regarding insurance activity (as indicated 

above), in particular concerning reinsurance; 



 

 

  

40 

 

 reviewing of actuarial reports, which include details on reinsurance; 

 reviewing of auditor’s reports on the financial statements and related 

documents; 

 requiring actuaries to inform about disclosing the facts indicating the 

perpetration of an offence or violation of provisions of the law; and 

 requiring auditors to notify the facts disclosed during the examination of 

financial statement, which indicate the perpetration of any offence, 

violation of the provisions of the law and threat to the solvency of that 

insurer. 

Assessment Largely Observed 

Comments It would be useful to elaborate more explicitly the KNF's expectations of 

insurers regarding risk management in some respects so as to develop guidance 

at a more specific level of detail whilst providing for variation to take into 

account the nature, scale and complexity of insurers and insurance groups. 

Principle 20. Liabilities 

 The supervisory authority requires insurers to comply with standards for 

establishing adequate technical provisions and other liabilities, and making 

allowance for reinsurance recoverables. The supervisory authority has both the 

authority and the ability to assess the adequacy of the technical provisions and to 

require that these provisions be increased, if necessary. 

Description According to the IA (Article 149), insurers shall establish the reserve capital, 

supplementary capitals and technical provisions designed for covering current 

and future obligations, which may result from concluded insurance contracts 

(IA-Article151). General rules concerning establishing technical provisions are 

stipulated in the ordinance of the Minister of Finance on detailed accounting 

rules for insurance and reinsurance companies. 

 

Insurance companies are obliged to develop and introduce internal regulations, 

which determine the manner of performing insurance activity, including 

regulations concerning methods of establishing technical provisions. The KNF 

examines the correctness of establishing technical provisions and issues relevant 

recommendations to insurance companies if necessary. According to Article46 

of the ordinance of the Minister of Finance on detailed accounting rules for 

insurance and reinsurance companies, the maximum technical interest rate used 

for calculation of technical provisions in long term insurance is determined and 

announced by KNF every year by 31 January. 

 

The insurance company is obliged to register concluded insurance and 

reinsurance contracts and collect data concerning reported claims, recourses and 

recoverable amounts in prescribed manner assuring that data are reliable. If 

necessary, KNF issues recommendations concerning methods and assumptions 

used by the insurance company for calculation of technical provisions. 
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The KNF reviews inter alia, during on-site inspections: 

 the sufficiency of technical provisions, 

 the correctness of the valuation methods of technical provisions, 

 completeness of the data that allows proper valuation of technical 

provisions. 

 

Methods (formulas) and assumptions used by an insurer for establishing 

technical provisions are monitored systematically by the KNF.  Information 

contained in the annual statement of the state of insurance and reinsurance 

portfolio (prepared by the actuary), which is attached to the annual financial 

statement, are also very useful for assessing the sufficiency of the technical 

provisions. The KNF shall also examine the adequacy of technical provisions. In 

addition, the annual auditor’s report is a source of information concerning the 

proper valuation of liabilities of the insurers (i.e. valuation in compliance with 

standards). 

 

If KNF finds that the technical provisions are not sufficient it will issue relevant 

recommendation to increase the technical provisions. 

 

There are limits stipulated in the IA (Art.155.1.8), for using amounts recoverable 

under reinsurance arrangements as the assets covering the technical provisions. 

According to legal rules stipulating the scope, form and manner of preparing the 

financial statements, the reinsurer’s share in technical provisions is disclosed in 

the balance sheet. 

 

According to the Polish law, insurance companies are not obliged to undertake 

regular stress testing. Nevertheless the KNF has prepared stress tests and 

companies are asked to carry out these tests every year. Above-mentioned stress 

tests encompass an assessment of the adequacy of capital resources in the event 

technical provisions have to be increased.  

 

Insurance company liabilities are subject to audit as part of the annual audit 

requirement. Major insurance companies are audited by major international 

auditing practices and these all have actuarial expertise. 

Assessment Largely Observed 

Comments It would be useful if some more publicly available guidance on provisioning was 

available to enhance consistency and transparency on reserving issues. 
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Principle 21. Investments 

 The supervisory authority requires insurers to comply with standards on 

investment activities. These standards include requirements on investment 

policy, asset mix, valuation, diversification, asset-liability matching, and risk 

management. 

Description The KNF holds the management board responsible for the soundness of 

investment activities. Investment legislation (IA and regulation) are detailed. 

 

According to the IA (Article 153) insurers shall be obliged to place funds in a 

way that, while taking into account the type and structure of the insurance 

conducted, they achieve the highest degree of security and profitability while at 

the same time maintaining solvency. The assets covering the technical 

provisions should be adequately differentiated and dispersed in a way that they 

are not connected with one type of assets or one entity, and also are not 

encumbered with obligations other than those resulting from insurance contracts.  

 

Maturities of the assets covering the technical provisions should be adjusted to 

maturities of the liabilities under insurance contracts (Article 154.5). 

The MoF sets out the basis for valuation of assets and these are supplemented by 

accounting standards in so far as the normal asset valuation for all insurers is the 

same for statutory as for accounting purposes. 

 

The IA contains detailed provisions on investment activities, which de facto set 

the framework of investment strategy which should be applied by the insurance 

company, i.e. by establishing a list of assets that may cover technical provisions, 

limits for the said assets and principles of operation for an insurance company, 

namely: 

 investing funds in a way that, while taking into account the type and 

structure of the insurance conducted, they achieve the highest degree of 

security and profitability while at the same time maintaining solvency; 

 differentiation and dispersal of assets covering technical provisions - so 

that they are not connected with one type of assets or a single entity; and 

 adjusting the maturity of the assets covering the technical provisions to 

the maturity of the liabilities under insurance agreements. 

 

In addition, IA (Article 30) describes a requirement for development, 

introduction and functioning of internal regulations, which determine the 

manner of performing insurance activity adjusted to the scale of activity and 

level and profile of risk related to the activity of the domestic insurance 

company. Given that investment activity is an important activity of an insurance 

company, the insurance company is obliged to possess the said regulations 

adjusted to the scale of its operations and the size and the risk profile related to 
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the insurance activity.  

 

Insurers are obliged to submit annual and quarterly financial statements, among 

others things, including in the scope of investments of insurance companies.  

KNF requires annual stress testing of the assets from the insurance companies 

(especially in the scope of investments) and the insurance companies include 

asset risk considerations as part of their ORSA.  

 

There is, in the IA, a list of assets which may be the assets covering the technical 

provisions and limitations for assets covering the technical provisions. 

Furthermore the KNF may, at the request of any insurance undertaking, give, by 

way of decision, its permission to admit assets other than those specified in IA, 

as assets covering the technical provisions. In the decision providing its 

permission, the KNF sets conditions for admitting the assets indicated in the 

permission as assets covering the technical provisions. The valuation of 

investments is conducted according to a method acceptable to the supervisory 

authority (ordinance of Minister of Finance on detailed accounting rules for 

insurance and reinsurance companies, accounting act). The KNF audit insurance 

company investment activities during on-site and off-site inspections. According 

to the IA, insurance companies are obliged to submit to the KNF audited annual 

and quarterly financial statements, among other things, on the scope of 

investments of insurance company.  

 

With reference to essential criteria described in g) there are general regulations 

i.e. according to the IA, life insurance companies are obliged to employ 

investment adviser in case of life insurance linked to capital investment funds. 

Furthermore, according to the article 27.2, a person may be a member of the 

management board of an insurance undertaking if provides warranty to conduct 

the insurance undertaking matters in due way.  

 

Regarding requirements for insurer's investment policy, audit procedures and 

internal controls there are general regulations i.e.: IA (article 30); management 

board of a domestic insurance undertaking shall be responsible for development, 

introduction and functioning of internal regulations, which determine the 

manner of performing insurance activity, in particular in respect of activities 

commissioned to other undertakings, including internal control regulations, 

adjusted to the scale of activity and level and profile of risk related to the 

activity of the domestic insurance undertaking. The KNF includes investment 

requirements noted here within the scope of it’s inspection activities. 

Assessment Largely Observed 

Comments Consistent with the broader system, the KNF’s approach is principle-based and 

sensitive to the nature, scale and complexity of insurer risk profiles rather than 
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overly prescriptive approach, although there are more detailed rules in many 

useful respects. To further enhance observance, the approach could benefit from 

some additional specificity and focus on the requirements of sound risk 

management in transparent guidance, and the reach of fitness and propriety rules 

to key investment officers especially those that may not be part of the 

management board, both being developments that are expected as Solvency II is 

implemented. 

Principle 22. Derivatives and similar commitments 

The supervisory authority requires insurers to comply with standards on the use 

of derivatives and similar commitments. These standards address restrictions in 

their use and disclosure requirements, as well as internal controls and 

monitoring of the related positions. 

Description Insurers are obliged to place funds in a way that, while taking into account the 

type and structure of the insurance conducted, they achieve the highest degree of 

security and profitability while at the same time maintaining solvency.  

Furthermore, according to the IA, derivatives such as options, futures, and swap 

transactions, if designed for reducing the risk related to other assets covering the 

technical provisions, may be designated to cover the technical provisions. And 

there are also additional requirements in the accounting Act and ordinances of 

the Minister of Finance regarding financial instruments when derivatives are 

regarded as hedging instruments, which mitigate the risk related to the entity’s 

assets or liabilities. 

 

Detailed information has to be reported by the insurer on these derivative 

instruments in the quarterly and annually returns. In accordance with the 

provisions of the IA, an insurance undertaking is required to have 

documentation describing the accounting policies, inter alia, in terms of the 

valuation of assets including derivatives. Therefore, the management board of 

the insurance undertaking is responsible for including in the above 

documentation the information about the valuation of derivatives together with 

the description of used valuation models. The valuation of derivatives by an 

external entity does not relieve the management board of an insurance 

undertaking of the valuation verification. 

 

Insurance companies are obliged to submit to the KNF annual and quarterly 

financial statements, which include among other things, in the scope of 

investments in derivatives (by type, counterparty, underlying assets, numbers, 

values, and resulting profit or loss). 

 

According to the Accounting Act, insurance companies should have a document 

which describes its adopted accounting principles (policies) in particular the 

principles related, to the methods of measuring assets, liabilities and equity, and 
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determining the financial result. The KNF also requires that insurance 

companies have   a document which describes valuation of derivatives and 

policies in scope of verification pricing (valuation) of derivatives. 

 

The extent of observance of essential criteria c) and g) is expressed in the more 

general requirements i.e. according IA (article 27.2) a person may be a member 

of the management board of an insurance undertaking if provides warranty to 

conduct the insurance undertaking matters in due way. Life insurance companies 

are obliged to employ an investment adviser in the case that they conduct life 

insurance linked to capital investment funds. 

 

However, the KNF evaluates through its offsite monitoring and on-site 

examinations the investment policy, audit procedures and internal controls 

systems. 

 

The KNF requires that insurance companies implement the system of 

governance (Solvency II) that includes written policies in relation to at least risk 

management, internal control, internal audit and, where relevant, outsourcing. 

Assessment Largely Observed 

Comments This high level of observance can be further enhanced through more detailed 

transparent sector wide guidance on good practices addressing the specific risks 

associated with derivative use, possibly developed as part of or subsequent to the 

implementation of Solvency II. 

Principle 23. Capital adequacy and solvency 

The supervisory authority requires insurers to comply with the prescribed 

solvency regime. This regime includes capital adequacy requirements and 

requires suitable forms of capital that enable the insurer to absorb significant 

unforeseen losses. 

Description Insurers and reinsurers establish: 

 reserve capital and supplementary capital; 

 technical provisions covering current and future obligations, which may 

result from concluded insurance contracts. 

The minimum guarantee fund, below which solvency must never be allowed to 

fall, is set at one-third of the solvency margin subject to a minimum (from 1 

January 2010) of EUR 3.5mn (USD 5mn) for insurers that write liability, credit 

and surety business and all life classes (groups 10 to 15) and EUR 2.3mn (USD 

3.3mn) for the other non-life classes (groups 1 to 9 and 16 to 18). For mutuals 

these figures are reduced by 25%. If all classes are written, the minimum capital 

required is the highest individual amount.  

 

The solvency margin for non-life insurers consists of the normal two EU tests, 

based on premiums and losses as detailed below: 

 A premium calculation that is based on the higher of the gross written or 
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gross earned premium for all classes for the year adjusted to take account 

of net reinsurance inwards and premium taxes and levies; 18 percent of 

the adjusted figure up to a maximum (from January 2010) of EUR 

57.5mn ($ 82.1mn) plus 16 percent of the remainder is calculated and the 

resulting figure is again adjusted to give consideration to reinsurance 

recoveries up to a maximum of 50 percent. The resulting figure is the 

solvency margin required. 

 A claims calculation based on the average claims experience in the 

previous three years taking into account claims paid and outstanding for 

direct business and reinsurance accepted. (A period of seven years is 

used for companies with a high exposure to storms, hail, frost or credit 

default.) A ratio of 26 percent of the adjusted figure up to a maximum 

(from January 2010) of EUR 40.3mn ($ 57.6mn) is taken plus 23 percent 

of any excess and the resulting figure is once again adjusted for 

reinsurance up to a maximum of 50 percent to give the solvency margin 

required. 

 

The solvency margin is considered to be the higher of the above two 

calculations. 

 

Each insurer is obliged to possess own funds (available solvency margin) in an 

amount not less than the solvency margin (required) and not less than the 

guarantee fund. And each insurer is obliged to place funds in a manner which, 

while taking into account the type and structure of the insurance conducted, they 

achieve the highest degree of security and profitability while at the same time 

maintaining solvency. 

 

The assets covering the technical provisions should be adequately differentiated 

and dispersed in a way, that they are not connected with one type of assets or 

one entity, and also are not encumbered with obligations other that those 

resulting from insurance contracts. Maturities of the assets covering the 

technical provisions should be adjusted to maturities of the liabilities under 

insurance contracts. The types of assets which may be the assets covering the 

technical provisions are listed in the Act. 

 

The KNF may, at the request of any insurer, provide its permission to admit 

assets other than those specified in the Act, as assets covering the technical 

provisions. In the decision providing its permission, the KNF settles conditions 

for admitting the assets indicated in the permission as assets covering the 

technical provisions. For the purpose of avoiding risk of concentration of one 

type of assets in one entity, the KNF can require additional capital to ensure 

proper solvency ratios. 

 

The Minister of Finance assures the solvency of insurers by determining, the 

methodology of calculating the amount of the solvency margin and the minimal 

amount of the guarantee fund for insurance branches and classes. The Polish 
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regulations concerning solvency and own funds are harmonized with EU Law 

and ensure the ability to cover liabilities and to absorb significant unforeseen 

losses. There are the described solvency requirements (own funds, solvency 

margin, guarantee fund) in the IA. In situations when the insurer does not fulfill 

these requirements, KNF may take action (Art. 187-189, 209). 

 

The shares held by any insurer subject to supplementary supervision and other 

assets financing own capital of insurers and reinsurers belonging to the same 

insurance holding company, shall be excluded from own funds of that insurer. 

Additionally, there are proper provisions which prohibit multiple gearing, intra-

group transactions, or other financing techniques available as a result of the 

insurer’s membership in a corporate group in the Act on the Supplementary 

Supervision of Credit Institutions, Insurers and Investment Firms in a Financial 

Conglomerate (Art. 23). 

 

The KNF has developed its approach to stress testing. Since 2009 the KNF has 

required insurance companies to undertake annually stress tests to assess the 

impact of changing assumptions on the capital adequacy, including the impact 

on technical provisions. Taking into consideration the requirement of 

performing the ORSA, stress tests, and SREP (quantitative: on a quarterly basis 

and qualitative annually), risk assessment has been introduced in the system. 

Along with the thresholds of the guarantee fund intervention noted above, the 

SREP and ORSA elements add further control levels to the solvency regime in 

Poland. 

 

The KNF is in the process of implementing the Solvency II regime. 

Assessment Largely Observed 

Comments Observance of this principle will be enhanced with the full implementation of 

the Solvency II regime which will have the desired effect of making the capital 

requirements more sensitive to risk as is suggested by essential criterion (d). It is 

noted that the EU has stated that the current solvency regime as described in the 

directives is not fully observant of this ICP. The efforts of the KNF on more risk 

oriented approaches go some way in this direction but will reach a full 

culmination with the implementation of Solvency II. 

Markets and consumers  

Principle 24. Intermediaries 

The supervisory authority sets requirements, directly or through the supervision 

of insurers, for the conduct of intermediaries. 

Description The legislation requires insurance agents and brokers to be licensed and 

registered. Basic concepts such as registration, mandatory liability insurance for 

brokers and independent agents (multiple agencies) and professional 

competency requirements have been established in Polish law via the Act on 

Insurance Mediation of 22 May 2003, which became effective on 1 January 

2004. 

 



 

 

  

48 

 

There are various licensing requirements, including commercial and professional 

knowledge. These requirements are tested during exams organized by KNF. 

Once licensed and registered, intermediaries are required to give customers 

information on their status, especially on their relationship with particular 

insurance companies. The insurance broker is obliged to be independent and 

contracts between insurance brokers and the insurance companies are prohibited. 

 

There is no cap on commission paid by insurance companies to intermediaries, 

for both long and short term insurance products. 

 

Market conduct supervision is carried out by KNF through on-site inspections. 

Insurance brokers can be specialized in insurance or reinsurance activity. The 

company acting as an insurance broker is obliged to employ specialists who 

have passed a professional exam adequate to the scope of the activity.  

If an insurance broker contravenes the law, the KNF may revoke the insurance 

broker’s license or imposes sanctions. If an insurance agent contravenes the law, 

a legal action may first be brought against the insurance company. Insurance 

companies are responsible for the actions of their insurance agents as well as for 

insurance products offered through their agents. A bad reputation is sufficient to 

cause revocation of the insurance broker’s license.  

 

Insurance brokers usually do not handle their clients’ money and they do not 

have to protect it. The same applies to an insurance agent. The KNF is obliged to 

inform the public of any case that the intermediaries or entities are providing 

insurance intermediation activities without license or registration. As a 

consequence of any such situation the public prosecutor's office can take legal 

action against such intermediaries.  

 

An Insurance Ombudsman Office was created by the Insurance Law of 1995. 

The office is supported from a charge on insurers to fund the supervisory 

authority. The ombudsman has tended to deal more with general protection of 

consumer interests than with conciliation of individual cases. Its powers were 

strengthened by the Act of 22 May 2003 on Insurance and Pension Fund 

Supervision and on the Insurance Ombudsman. The statutory ombudsman 

scheme handles complaints against intermediaries and insurers in relation to 

activities covered by the insurance Acts. 

Assessment Observed 

Comments The KNF’s approach to intermediary legislation has adequate power to enforce 

compliance towards intermediaries. 
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Principle 25. Consumer protection 

The supervisory authority sets minimum requirements for insurers and 

intermediaries in dealing with consumers in its jurisdiction, including foreign 

insurers selling products on a cross-border basis. The requirements include 

provision of timely, complete and relevant information to consumers both before 

a contract is entered into through to the point at which all obligations under a 

contract have been satisfied. 

Description The Insurance and the Counteracting Unfair Market Practices Acts (CUMP Act) 

set minimum standards for insurers and intermediaries and supporting 

regulations to increase policyholder protection. Insurers and intermediaries are 

subject to the supervision by the KNF. 

 

Polish law requires insurers and intermediaries to act with due diligence in their 

business activity, the level of which is determined while taking into account the 

professional nature of the activity. The obligation is further specified by a 

number of detailed standards, for example CUMP Act Art. 3 prohibits using of 

unfair market practices. 

 

Both the CUMP Act and the Act on Insurance Mediation set out requirements on 

fair treatment of policyholders at point of sale, including disclosure standards 

and requirements to assess the suitability of particular financial products for the 

client’s profile etc. There are requirements for insurers and intermediaries to 

provide training to employees advising and intermediating with clients. The 

obligation is set out broadly and also applies to employees performing agency 

activities, such as employees of banks or cooperative savings and credit unions 

(SKOK).  

 

In addition, if a non-professional participant of the financial market who 

concluded an insurance contract for a period longer than six months, changes his 

or her mind, he or she may rescind the contract within 30 days from the date of 

its conclusion; in such a case, the insurer is obliged to repay the insurance 

premium for the time it did not provide insurance coverage. 

 

Market conduct onsite visits focus on complaint handling procedures, risk of 

incorrect benefit payments, disclosure to prospective policyholders, undesirable 

selling practices by intermediaries and complaints received from public not dealt 

with through the ombudsman schemes. 

 

The KNF is constantly examining insurer advertisements and initiates 

supervisory proceedings if a given message is deemed misleading or possibly 

misleading. In October 2008, the KNF adopted a resolution on the rules of 

advertising insurance services which defines the obligations and standards for 
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the insurers to follow in this regard. As a result of the resolution, the quality of 

the advertising messages formulated by insurers has been greatly improved. 

 

The KNF requires the insurers to liquidate damages and pay insurance benefits 

timely, fairly and properly. The provisions of Polish civil law and economic 

insurance law require insurers to fulfill a number of obligations in this regard. 

As a rule, the insurer is obliged to provide the benefits within 30 days. In the 

event of the default, the KNF may impose a fine on the insurer and it has often 

so been the case. 

 

There is  also currently  work under way on adopting principles of good practice 

for the resolution by financial institutions (including insurers),  complaints 

lodged by non-professional participants of the financial market. As no uniform 

regulations currently exist in this regard, insurers apply different systems to 

handling complaints, which yields a variety of possible outcomes. 

Recommendations are expected to be released in by mid 2011. 

 

As a result of the actions taken by the KNF, even without imposing sanctions, an 

insurer very often changes its previous stand and adopts a position in favour of 

the consumer, e.g. by paying compensation due. In 2009, the KNF received 

2,141 complaints against insurers from non-professional participants of the 

financial market. 

 

In March 2008, a court of arbitration was established at the KNF to improve the 

procedure of handling complaints lodged by parties to an insurance contract. It 

provides a faster, less expensive and more effective way of examination of a 

dispute through arbitration or mediation. Consent from both parties is required 

in order for the court of arbitration at the KNF to examine the dispute. Until 31 

December 2009, the court had received a total of 183 applications. 

 

Existing law imposes an obligation on insurers and intermediaries to maintain a 

professional secrecy concerning individual insurance contracts. Art. 19 of the 

Insurance Activity Act determines potential circumstances in which the 

insurance secrecy obligation may be waived. 

 

The KNF is actively monitoring the market and if necessary issues public 

warnings on its website, (e.g. with regard to a foreign insurer which began 

operation in the territory of Poland without the appropriate permits). Thus 

market participants can quickly learn about observed irregularities.  

 

KNF developed plans for educational and information initiatives, including 

training seminars for both professional and non-professional market participants. 
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Activities of this kind were addressed to the judiciary and prosecutors, law 

enforcement officers, municipal and county (district) consumers’ ombudsmen, 

teachers of economics, students and journalists. Amongst the wide variety of 

topics presented and discussed during the training seminars, there were also ones 

specifically targeted to the policyholders to better protect their interests. 

 

In addition, the KNF benefited from a multi-sectoral project "Strengthening the 

Protection of Victims of Accidents in the Light of Directives of Communication 

by Analyzing the Functions and Roles of Different Institutions in the Insurance 

Market." The aim of this campaign, which included 13 Polish regions, was to 

familiarize potential victims of traffic accidents with their rights and obligations 

arising from the implementation of the five directives of communication and an 

indication of the institutions responsible for enforcing consumer rights. The 

campaign was carried out with the use of educational television spots broadcast 

on the two most popular Polish channels, quizzes on topics related to EU 

directives, communication campaigns broadcasted on the radio as well as 

outdoor billboards, leaflets and articles published in daily newspapers. 

Resources on this campaign can be found on the KNF’s website in the consumer 

section. 

 

The website www.manymany.info addressed to the secondary and college 

students were launched as part of ongoing educational tasks. It provides 

functionality that enables internet users to ask questions and get answers from 

the KNF experts in a wide range of financial topics including insurance issues. 

Information concerning the functioning of insurance companies is presented in 

the form of articles in the "Worth to know…" and "Glossary" sections. 

The initiative of the KNF 24-episode TV series devoted to economic and 

financial matters, titled "Market Mechanisms", were developed and broadcasted. 

Problems that may be experienced by the customers of the insurance companies 

were raised in episode 18 titled "Insurance" and episode 23 titled 

"Bancassurance”. 

Assessment Observed 

Comments The KNF has a range of rules and requirements addressing key areas of 

consumer protection for policyholders at the point of sale and after sales. A 

range of ombudsman services provide additional protection in the case of 

complaints handling. The KNF is focusing on consumer protection in its 

supervisory work, both off site work and in onsite work. 
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Principle 26. Information, disclosure & transparency towards the market 

The supervisory authority requires insurers to disclose relevant information on a 

timely basis in order to give stakeholders a clear view of their business activities 

and financial position and to facilitate the understanding of the risks to which 

they are exposed. 

Description Insurers are required to appoint external auditors and have their annual financial 

statements audited. Insurers currently submit up to 12 different forms to KNF.  

These would appear to be adequate for monitoring purposes subject to data 

accuracy, timeliness and the availability of sufficient computing and human 

resources for proper analysis.  

 

Insurers are also obliged to submit to the court register the opinion of the 

external auditor to the financial statement and copies of resolutions approving 

the financial statement and the division of profits or covering losses. In addition, 

within 15 days from the date of approval of the financial statements, insurance 

companies must provide for the publication in the Official Journal of the 

Republic of Poland "Polish Monitor B", an introduction to the financial 

statement forming part of the notes to the report, balance sheet, profit and loss 

account, statement of changes in equity and cash flow statement together with 

the external auditor's opinion and the copy of the resolution or decision of 

authorized body approving the financial statement and the division of profits or 

covering losses. 

 

The KNF verifies annually whether the insurance companies have published the 

financial accounts in a timely manner and whether they were submitted to the 

appropriate court register. In addition, the KNF verifies the quality and accuracy 

of data submitted for publication with the data provided by the insurance 

companies to the regulator. In the case of irregularities, the KNF take 

appropriate supervisory action against the insurance companies. 

 

Taken together, these publications by insurers in these various public registers 

provide prescribed information to the market that, in practice, is also available 

directly from insurers. The information is directed at the disclosure to 

stakeholders of the financial performance and position of insurers on a 

consistent and comparable basis given the regulation of reporting applied. 

Assessment Observed 

Comments Currently, insurance companies follow the standard reporting procedures. 

Following art. 207 of the IA, since 2009 all insurance companies must provide 

reports on their current solvency and financial results on a monthly basis and 

detailed information on investments on a quarterly basis while life insurance 

companies must also provide quarterly reports on structured products.  

The scope of information provided by insurance companies is very broad. Based 
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on the information provided by the insurance companies, numerous analytical 

reports are created and financial ratios used by the current supervision are 

calculated. 

Principle 27. Fraud 

The supervisory authority requires that insurers and intermediaries take the 

necessary measures to prevent, detect and remedy insurance fraud.  

Description Insurance fraud is addressed in Penal Code Art 298. The commitment of a fraud 

is a punishable offence. In order to obtain compensation under an insurance 

contract, the fraud has to provide grounds for a compensation payment. Fraud is 

subject to imprisonment for a term of between 3 months and 5 years. 

 

However, there are no requirements on insurance companies and intermediaries 

such as to have resources, procedures and systems to eliminate as far as possible 

the risk of fraud causing loss to policyholders, products suppliers and others. 

 

Through its periodic supervision work, as the KNF considers whether insurance 

companies are exposed to fraud risks and the adequacy of their controls, the 

KNF may carry out investigations where there is evidence of fraud. 

 

The KNF co-operates with other supervisory bodies by exchanging information 

to counteract fraud. 

 

The KNF participates in the work of the Commission for Counter-acting 

Insurance Fraud, which is operated by the Polish Chamber of Insurance. The 

Commission examines the issue of given types of crimes and specific activities, 

and also: 

- takes legislative initiatives in the scope of its activity, 

- conducts regular analysis, which form the basis for an annual report entitled 

"Analysis of data on frauds detected in connection with the activities of 

insurance companies - members of the Polish Chamber of Insurance", 

- organizes annually the Conference on Insurance Fraud, 

- organizes annual seminars, that deepen the knowledge of police officers on 

issues covering the insurance market, and 

- initiates preventive actions. 

Assessment Observed 

Comments The KNF has a high degree of awareness of fraud issues and addresses insurance 

companies' controls against fraud in its supervision work. Under the Penal Code, 

the commitment of a fraud is a punishable offence. 
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Anti-money laundering, combating the financing of terrorism 

Principle 28. Anti-money laundering, combating the financing of terrorism (AML/CFT) 

The supervisory authority requires insurers and intermediaries, at a minimum 

those insurers and intermediaries offering life insurance products or other 

investment related insurance, to take effective measures to deter, detect and 

report money laundering and the financing of terrorism consistent with the 

Recommendations of the Financial Action Task Force on Money Laundering 

(FATF). 

Description Anti-money laundering legislation came into effect in 2000, and the KNF 

requires insurers and intermediaries, at a minimum those insurers and 

intermediaries offering life insurance products or other investment related 

insurance, to take effective measures to deter, detect, and report money 

laundering and the financing of terrorism consistent with the recommendations 

of the FATF. 

 

Insurers (all Polish financial institutions) are required to inform the FIU 

(Financial Intelligence Unit) monthly of every transaction over the threshold of 

15.000 EUR, even if it is carried out by more than one single operation but the 

circumstances indicate that they are linked and that they were divided into 

operations of less value with the intent to avoid the registration requirement. 

Additionally, there is an obligation to report suspicious transactions and 

activities (STR and SAR), as well as attempted transactions. 

 

According to Article 2 of the Act of November 16th, 2000 on counteracting 

money laundering and terrorism financing (AML/CFT Act) the above mentioned 

catalogue of entities is covered under the Polish AML/CFT regime. Every 

insurer and intermediary offering life insurance products or other investment 

related insurance is obliged to observe all provisions relating not only to CDD 

(Customer Due Diligence) but other relevant measures. The CDD measures are 

being applied to customers, beneficial owners and beneficiaries, and the extent 

to which they are applied is subject to detailed internal procedures of the 

financial institutions. 

 

Compliance with the AML/CFT regime is verified by on-site visits conducted by 

the KNF's AML/CFT Unit. In accordance with article 21 section 3 and 

following, there is an ongoing cooperation with the FIU on matters in hand. 

Furthermore there is a constant outreach to financial institutions via training 

provided by the KNF staff. 

 

The AML/CFT Act implements in full the Third EU Money Laundering 

Directive and by this the FATF Recommendations, and the shareholders and 

directors of supervised entities are screened during the licensing process. 
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Assessment Observed 

Comments Requirements in relation to AML/CFT issues for insurers are set out in the 

legislation on the FIU and the role of the KNF is to monitor compliance with 

those requirements, conduct compliance work on site, jointly with MoF, and to 

support FIU in raising standards in the insurance sector generally. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Core 

Princip

le 

Title 

Level of Observance* 

(Please tick one for each 

Principle) 

O LO PO NO NA 

1 Conditions for effective insurance supervision   X    

2 Supervisory objectives X     

3 Supervisory authority   X   

4 Supervisory process X     

5 Supervisory cooperation and information sharing X     

6 Licensing  X    

7 Suitability of persons  X    

8 Changes in control and portfolio transfers X     

9 Corporate governance X     

10 Internal control  X    

11 Market analysis X     

12 Reporting to supervisors and off-site monitoring X     

13 On-site inspection  X    

14 Preventive and corrective measures X     

15 Enforcement or sanctions  X    

16 Winding-up and exit from the market  X    

17 Group-wide supervision  X    

18 Risk assessment and management X     

19 Insurance activity  X    

20 Liabilities  X    

21 Investments  X    
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22 Derivatives and similar commitments  X    

23 Capital adequacy and solvency  X    

24 Intermediaries X     

25 Consumer protection X     

26 
Information, disclosure and transparency towards the 

market 
X     

27 Fraud X     

28 
Anti-money laundering, combating the financing of 

terrorism (AML/CFT) 
X     

*(O-Observed, LO-Largely Observed, PO-Partly Observed, NO-Not Observed, NA-Not 

Applicable) 
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IV.   AUTHORITIES’ RESPONSE TO THE ICP ASSESSMENT 

 

Principle 3: 

 

6. MoF does not share the opinion included in the report that the KNF effectiveness would 

be enhanced by the addition of further staff directed toward insurance supervision and 

giving KNF more independence in setting organizational structure. According to art. 14 

of the Act of July 21
st
, 2006 on the supervision of the financial market (Journal of Laws 

of 2012, item 1149, as amended), the Prime Minister sets basic elements of internal 

structure of KNF. The Chairman of KNF has the power to set detailed organizational 

structure of the KNF Office. In MoF opinion the Chairman of KNF gets enough powers 

to set the organizational structure of the Office taking into account the human resources 

available and the revenues of KNF from undertakings subject to financial market 

supervision. 

7. Furthermore, the authors of the report neither proposed legal changes in the laws 

concerning insurance market in order to strengthen the legal protection of KNF 

employees whose work is connected to insurance supervision nor provided the users of 

the report with explanation what is meant by the increase of legal protection of this group 

of KNF employees. For this reason, MoF cannot express its opinion in this respect. 

Principle 5: Supervisory cooperation and information sharing 

8. We are happy to inform that the KNF became a signatory of the IAIS Multilateral 

Memorandum of Understanding on Cooperation and Information Exchange (IAIS 

MMoU) on August 2
nd

, 2012. 

Principle 6: Licensing 

9. With reference to the statement of the report according to which the KNF does not 

authorize foreign-owned subsidiaries, we would like to inform that – from the legal 

perspective – foreign-owned subsidiaries, as well as the domestic owned subsidiaries, 

have stand-alone legal personality, distinct from the parent companies. Therefore, the 

differentiation between these entities on the basis of ownership is not legally relevant. 

Both domestically-owned subsidiaries and foreign-owned subsidiaries are considered as 

domestic insurance companies and require authorization of the KNF. 

10. Furthermore, with regard to the statement “Foreign insurance companies (other than 

reinsurance companies) can be authorized to offer services on a cross-border basis.”, we 

would like to clarify that foreign insurance companies seated in countries not belonging 

to the European Economic Area (and other than reinsurance companies) cannot be 

authorized to offer services on a cross-border basis. Such companies are required to 
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operate in the territory of Poland in form of a main branch. As regards entities from non-

EEA countries only foreign reinsurers can – under certain conditions – provide services 

on a cross-border basis. Companies authorized in the EEA member states are entitled to 

provide services in Poland on a cross-border basis, regardless whether they perform 

insurance or reinsurance activity. 

Principle 8: Changes in control and portfolio transfers 

11. In our opinion it is not necessary to issue a guideline paper concerning the process of the 

approval of a portfolio transfer. There is no reason to differentiate this type of proceeding 

amongst other similar administrative proceedings carried out by the KNF. Every case 

which concerns an approval of a portfolio transfer, as well as any other proceeding 

conducted by the KNF, is carried out pursuant to the provisions of the Code of 

Administrative Procedure. Additionally, the Act of 22 May 2003 on Insurance Activity 

clearly describes the legal framework for portfolio transfers. 

Principle 10: Internal control 

12. ICP 10 was finally assessed as “Largely Observed”. In the assessor’s opinion “(…) 

Although actuarial reports are generally provided to boards, the requirement is not 

compulsory (…)”. Probably this finding was assessed as not fully comply with essential 

criterion “l” of ICP’s 10: “Where an appointment of the actuary is called for by 

applicable legislation or by the nature of insurer’s operation, supervisory authority 

requires, that the actuarial report be made to the board and to management.” 

13. We would like to stress that actuarial reports in every insurance company in Poland are 

provided to the board of directors or to a member of the board responsible for actuarial 

issues. The scope and frequency of such reports depend on the extent of activities of an 

insurance company and are not enforced by the Polish law. 

14. Internal reporting systems of insurance companies (including actuarial reporting) are 

subject of particular interest of the KNF and one of the most important subjects of on-site 

inspections of insurers. Any irregularities in this area give rise to an adequate reaction of 

the KNF. 

15. Therefore, the abovementioned modus operandi of the KNF is in full compliance with 

essential criterion “l” and the assessment of “LO” in the area of ICP 10 seems to be too 

severe. 

16. Furthermore, according to Article 167 of the Act on Insurance Activity, an insurance 

company shall submit to the supervisory authority annual financial statements, prepared 

according to the provisions on accounting, within 6 months following the last day of the 

financial year. As stipulated in the paragraph 2, financial statements of insurance 

companies pursuing activity with respect to insurance referred to Section I (Life 

insurance) and Section II class 10 (Third party liability insurance of any type, arising out 

of the possession and use of self-propelled land vehicles, including insurance of carrier’s 
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liability) of the Annex to the Act shall also be signed by an actuary, apart from the 

persons specified in separate Acts. 

17. According to Article 167(3) of the Act on Insurance Activity, the actuary’s opinion on 

the correctness of technical provisions, determined with the use of actuarial methods 

shown in the statements, shall be attached to the financial statements of an insurance 

company pursuing activity with respect to insurance referred to in Section II (Other 

personal insurance and property insurance) of the Annex to the Act, in which the 

technical provisions are determined with the use of actuarial methods. Pursuant to 

paragraph 4 the report on the condition of the insurance and reinsurance portfolio, which 

is prepared by the actuary, shall be attached to the statements referred to in paragraph 1. 

Principle 16: Winding-up and exit from the market 

18. In the context of ICP16 the KNF would like to indicate the provisions of Article 199 of 

the Act on Insurance Activity. According to the paragraph 1, in the event of the winding-

up of an insurance company, the assets covering technical provisions shall constitute a 

separate fund earmarked for satisfying claims arising from the following: 

a. Insurance contracts; 

b. Reinsurance contracts. 

19. As provided for in paragraph 2, other liabilities of the insurance company may be 

covered by assets covering technical provisions only after all claims under the contracts 

referred to in paragraph 1 have been satisfied. 

20. According to the Article 201 of the Act on Insurance Activity, in the event of the 

winding-up of an insurance company, liabilities resulting from the co-insurance contracts 

concluded in the territory of European Union Member States shall be satisfied in the 

same manner as liabilities resulting from other insurance contracts concluded by that 

insurance company. 

21. In KNF’s opinion Polish legislation meet the criteria of ICP 16 and this principle shall be 

assessed as “observed”. KNF’s reservation to the current evaluation of Principle 16 is 

also supported by divergent views of the Mission Experts presented during the 

preparation of the assessment. 

Principle 17: Group-wide supervision 

22. Since the completion of the IMF/World Bank mission, the KNF has introduced solutions 

aimed at development of common understanding of group risks. The supervisory college 

chaired by the KNF, as a preparation for Solvency II, agreed on a set of quantitative and 

qualitative information covering the most important risks within the group, to be 

exchanged within the supervisory college. The information obtained via the college is 

discussed during the college meetings and taken into account while planning supervisory 

activities. At the moment the KNF coordinates development within the above-mentioned 

college of a common understanding of risks and structured analytical approach and as a 
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next step will coordinate reaching of a common understanding on a final assessment of 

the risk exposure of the group and its major solo entities. The said approach was 

introduced as an implementation of the action plan for colleges adopted by the EIOPA 

Board of Supervisors. 

Principle 19: Insurance activity 

23. We welcome the recommendation to develop further requirements on risk management. 

Since this matter is of significant importance for effective functioning of the insurance 

sector, we believe that it should be duly considered and regulated in the legislative acts 

governing activities of insurance companies. 

 

 


