REGULATION NO. 2001/25
UNMIK/REG/2001/25
5 October 2001

ON LICENSING, SUPERVISION AND REGULATION OF INSURANCE
COMPANIES AND INSURANCE INTERMEDIARIES

The Specia Representative of the Secretary-General,

Pursuant to the authority given to him under United Nations Security Council resolution 1244
(1999) of 10 June 1999,

Taking into account United Nations Interim Administration Mission in Kosovo (UNMIK)
Regulation No. 1999/1 of 25 July 1999, as amended, on the Authority of the Interim
Administration in Kosovo, and UNMIK Regulation No. 1999/20 of 15 November 1999, as
amended, on the Banking and Payments Authority of Kosovo,

For the purpose of establishing alegal regime for the licensing, supervision and regulation of
insurance companies and insurance intermediaries by the Banking and Payments Authority of
Kosovo,

Hereby promulgates the following:

CHAPTER
GENERAL PROVISIONS

Section 1
Definitions

The following terms mean:

“Accident insurance” means insurance against the risk of loss as a consequerce of an
accident.

“Actuary” means a professionally trained person who has qualified as an actuary and
is registered as such with a professional body recognized by the BPK.

“Administrator” means any person who is an officer or member of the governing
board or audit committee of alegal person, and any other person who is authorised to
enter into commitments on behalf of such legal person.

“Affiliates’ or “affiliated” means, in the context of legal persons, that they are
considered to be “affiliates” or “affiliated” if one of them controls the other, or if the
same person controls both of them.

“Agent” means a person who acts on behalf of an insurance company in representing
the services and products of that company.



“Beneficiary” means any person designated on an insurance policy as being entitled to
payment of an insurance indemnity in the event of the occurrence of an insurable
event.

“Board of directors” means the highest ranking governing body of a corporation as
appointed by the voting equity holders.

“BPK” means the Banking and Payments Authority of Kosovo.

“BPK rule’” means an obligatory directive addressed to insurance companies and/or
insurance intermediaries, and issued by the BPK Governing Board to implement
provisions of the present regulation.

“Branch” means a place of business that is alegally dependent arm of an insurance
company or insurance intermediary, is not separately incorporated, and conducts
directly all or some of the business of the insurance company or insurance
intermediary.

“Broker” means a person who acts on behalf of an insurance policyholder.

“Business organization” means any person or group of persons who are engaged in
commerce.

“Capital” means property, whether movable or immovable, tangible or intangible, that
isowned by a business organization and used for the production of wealth.

“Charter capital” means the aggregate par value of sharesto be initially issued by the
corporation, as stated in its founding documents.

“Commerce” means the conduct of any sustained activity for the purpose of realising
profit, whether such purpose is expressly stated or not.

“Compulsory Insurance” means insurance that is required to be maintained under the
applicable law in Kosovo.

“Control” over alegal person means, whether alone or in collaboration with one or
more other persons:

@ Direct or indirect ownership of 50 percent or more of any category of
the voting shares of such legal person;

(b) The ability to elect at least half of the members of the board of
directors, or any equivalent body, of such legal person; or

(© Regardless of formal ownership or voting rights, the ability to exercise
a dominant influence over the management or policies of such legal person, on
the basis of an agreement or in any other way.



“Corporation” means a joint stock or limited liability company, the capital of whichis
divided into a specified number of shares of the same par value, and the shareholders
of which are not liable for the obligations of the company.

“Director” means a natural person exercising the powers of a member of a board of
directors of a corporation.

“Financia year” means the twelve- month period commencing January 1 and finishing
December 31.

“General insurance” means all insurance, including health insurance, other than life
insurance.

“Health insurance” means insurance to protect against the risk of financial loss
stemming from health problems.

“Insolvency” means a state of affairsin which all the assets of an insurance company
or insurance intermediary, if made immediately available, would not be sufficient to
discharge al of itsliabilities, and/or the insurance company or insurance intermediary
is unable to pay its debts as they become due in the usua course of business including
near cash assets equal to the Required Minimum Capital and Minimum Solvency
Margin.

“Insurable event” means an event which, when it occurs, may give rise to aright to
receive an insurance indemnity.

“Insurable interest” means, with respect to general insurance, an interest of a
policyholder or a designated beneficiary, which, if damaged or lost, would cause a
loss to the policyholder or beneficiary. With respect to life insurance, it means an
interest in the life of one or more persons.

“Insurance” means financia protection purchased against an identified potential risk
of loss, and evidenced by an insurance policy.

“Insurance company” means a person engaged in the provision of insurance services
to policyholders.

“Insurance indemnity” means the amount paid by aninsurance company to a
policyholder arising from an insured event.

“Insurance intermediary” means an insurance agent, sub-agent, or broker, whether or
not it is formed as a corporation.

“Insurance policy” means a written agreement between an insurance company and a
policyholder for the provision of insurance.

“Insurance premium” means the amount paid by a policyholder to be insured.
“Kosovo Consolidated Fund” means the fund established pursuant to UNMIK
Regulation No. 1999/16 of 6 November 1999, as amended, on the Establishment of
the Central Fiscal Authority of Kosovo and other Related Matters.



“Licence” means a written authorisation issued by the BPK to an insurance company
or insurance intermediary granting the right to engage in insurarce activities as
specified in the present regulation, BPK rules, and the licence.

“Licensed Audit Firm” means a firm that is licensed under the applicable law in
Kosovo to undertake an audit.

“Life insurance” means a policy or policies where an insurance indemnity is
contingent upon the death of a person or involves the payment of an annuity.

“Mathematical provisions’ means provisions that must be calculated for life insurance
policies. The calculation of these provisions is dictated by prescribed mortality tables
and other factors. For purposes of the present regulation, references to technical
provisions include mathematical provisions unless otherwise stated.

“Near cash assets’ means readily marketable short-term financial debt instruments
with amaturity date of one month or less. They must be rated A-1, R-1, or the
equivalent by an internationally recognised, widely followed credit rating agency.

“OECD” means the Organization for Economic Co-operation and Development.

“Officer” means an employee appointed by the highest governing body of the
business organization to carry out day to day activities of the business organization at
asenior level.

“Order” means an obligatory directive of the BPK issued to an insurance company or
insurance intermediary, or any group or class thereof, in implementation of the
present regulation or of arule.

“Person” means both a natural and a legal person.

“Person related to the insurance company or insurance intermediary” means, with
respect to a particular insurance company or insurance intermediary, the following
persons:

@ Any administrator in the insurance company or insurance intermediary;

(b) Any direct or indirect holder of a significant interest in the insurance
company or insurance intermediary;

(© Any natural person who isrelated, up to the second degree, by blood or
by marriage, to an administrator or significant interest holder in the insurance
company or insurance intermediary;

(d) Any legal person who is affiliated to the insurance company or
insurance intermediary;

(e Any lega person who has an administrator who is al'so an
administrator or direct or indirect holder of a significant interest in the
insurance company or insurance intermediary;



® Any lega person with a holder of a significant interest, direct or
indirect, in the legal person who is also an administrator or direct or indirect
holder of a significant interest in the insurance company or insurance
intermediary;

(99  Any natura person who isrelated, up to the second degree, by blood or
by marriage, to an administrator or significant interest holder in alega person
that is related to the insurance company or insurance intermediary;

(h) Any person determined by the BPK under the present regulation to be
related to an insurance company or insurance intermediary, based on
significantly shared economic interests with the insurance company or
insurance intermediary; and

0] Any other similarly situated person determined by the BPK to be a
related person.

“Policyholder” means the person holding an insurance policy.

“Reinsurance” means the financial protection provided to an insurance company by
retrocession of its risks to another company.

“Reinsurance company” means a legal person that provides reinsurance.

“Related party transaction” means a transaction between an insurance company or
insurance intermediary and a person related to the insurance company or insurance
intermediary.

“Resident” means a natural person, regardless of citizenship, domiciled in Kosovo.

“Senior officer” means the highest ranking officer of an insurance company or
insurance intermediary.

“Significant Interest” means, whether alone or acting in concert with other persons:

@ Direct or indirect ownership of 10 percent or moreof any category of
the voting shares of such legal person; or

(b) Regardless of formal ownership or voting rights, the ability to exercise
a significant influence over the management or policies of such legal person,
on the basis of an agreement or in any other way.

“Subsidiary” means any legal person controlled by another person.

“Sub-agent” means a person who acts on behalf of an insurance agent, other than an
employee.

“Technical provisions’ means provisions for: unearned premiums; reported claims,
incurred but not reported claims and unexpired risk reserves, and bonuses, discounts
and cancellations.



Section 2
Scope of Regulation

The present regulation shall apply to insurance companies and insurance intermediaries, their
shareholders, administrators, employees, agents and affiliated persons.

CHAPTER II
ROLE OF THE BPK

Section 3
Objective and Role of the BPK under the Regulation

3.1  Theprincipal objective of the BPK under the present regulation is the protection of
policyholders purchasing insurance policies from or through an insurance company or
insurance intermediary licensed in Kosovo.

3.2  TheBPK shal have sole responsibility for the licensing, supervision and regulation of
insurance companies and insurance intermediaries.

3.3  TheBPK shdl have sole responsibility for the setting of standards and the issuance of
rules, orders and guidelines governing the conduct of insurance companies and insurance
intermediaries. Such rules, orders and guidelines shall be published and shall take effect on
the date of such publication or on such later date as such rules, orders or guidelines shall

specify.

Section 4
I nsurance Regulatory Powers of the BPK

The BPK shall exercise the following powers in the area of insurance:

@ The BPK may visit such offices of insurance companies and insurance
intermediaries at such reasonable times as it deems appropriate, to examine such accounts,
books, documents and other records, and to take such other action as it shall deem necessary
or advisable to give effect to the intent of the present regulation or rules, orders or guidelines
issued thereunder;

(b) The BPK may request the provision of any information from insurance
companies and insurance intermediaries, including their shareholders or owners,
administrators and other employees, in whatever manner preferred by the BPK, subject to
reasonable notice;

(© The BPK may bring a case and appear before any court of competent
jurisdiction to seek damages, enforce any civil penalty imposed under the present regulation,
or to enjoin any acts or practices which constitute a violation of the present regulation or of
any BPK insurance rules, orders or guidelines issued under it; and



(d) The BPK shall exercise such other powers as are provided in the present
regulation or which are incidental to the implementation of a power provided in the present
regulation.

Section 5
General Insurance Classes

The BPK shall, in a BPK rule, define the classes of general insurance permitted.

Section 6
Compulsory Insurance

BPK may establish, through BPK rules, common policy conditions and premium
requirements for the provision of compulsory insurance.

Section 7
Fees

7.1  TheBPK shal charge fees to insurance companies and insurance intermediaries for
its supervisory and regulatory functions in order to defray its direct and indirect costs
incurred in providing such services. Fees shall be assessed against insurance companies in
relation to the amount of net premiums written or based on any extraordinary expenses
incurred by the BPK or its agents in relation to its supervisory activities with respect to a
particular insurance company.

7.2  Feesfor insurance intermediaries shall be assessed in relation to their commissions
earned or based on any extraordinary expenses incurred by the BPK or its agents in relation
to its supervisory activities with respect to a particular insurance intermediary.

7.3  Feesshall be established in a schedule adopted by the BPK Governing Board and
shall be paid within ten (10) days of presertation of a statement by the BPK.

Section 8
Cooperation with Other Supervisory and Regulatory Authorities

8.1  TheBPK shall exchange information with other supervisory and regulatory
authorities, including international regulatory authorities, in order to promote the harmonious
development of a sound financial institution regulatory network.

8.2 A supervisory or regulatory authority requesting information from BPK shall clearly
specify the reason for its request. BPK shall only provide information pursuant to such a
reguest to the extent that the request relates to legitimate regulatory concerns.

8.3  Thereguesting supervisory or regulatory authority shall provide detailed information
supporting the request for information. The purpose for the information requested shall be
clearly explained. Suspected violations of regulations, rules, administrative directions,
orders, directives, guidelines and equivalent instruments, whatever their form, shall be



enumerated. Suspected inappropriate behavior and practices on the part of an insurance
company or insurance intermediary and/or its shareholders, directors, officers or employees
shall be similarly identified. Where applicable, the requesting supervisory or regulatory
authority shall provide the BPK with extracts of their governing laws, regulations and similar
standards where the other supervisory or regulatory authority suspects non-compliance.

84  TheBPK shall only disclose the information requested if it is assured in writing by
the requesting supervisory or regulatory authority that such information is required solely to
carry out its regulatory duties. Further, the information will only be provided if the
requesting supervisory or regulatory authority provides written assurance, sufficient to the
BPK, that its laws provide adequate legal restrictions on the transmittal of such information
to other parties for non-regulatory purposes.

8.5  Whereit ispossible that the information requested from BPK may be concerned with
fiscal or tax questions in other jurisdictions, BPK shall rgject the request unless thereisa
legally compelling reason for providing the information, as determined by a competent court
in Kosovo.

8.6  Where another supervisory or regulatory authority wishes to transmit the information
obtained from the BPK to another regulatory institution in its own jurisdiction or elsewhere,
it shall first obtain the permission of the BPK.

8.7  Failure of another supervisory or regulatory authority to comply with the
reguirements of the present regulation will negate any agreement, formal or informal, for
BPK to continue to cooperate with that party.

CHAPTER I11
LICENSING, ESTABLISHMENT AND TERMINATION OF OPERATIONS

Section 9
Prohibitions

9.1  No person shall engage in the business of an insurance company or an insurance
intermediary in Kosovo unless it has been licensed by the BPK.

9.2  No person shall use the word “insurance” or a derivative of the word “insurance” in
respect of a business, trade name, product or service without a licence issued by the BPK.
Moreover, no person shall make a misstatement of material fact or afalse or misleading
representation or do anything to create a false or misleading appearance or engage in any
manipulative device or practice in relation to issuing insurance policies.

9.3  No person organized outside of Kosovo shall engage directly in the business of an
insurance company or insurance intermediary in Kosovo unless the activity is undertaken
through a branch or subsidiary for which a licence has been issued by the BPK.

9.4 A company licensed to engage in life insurance shall not offer any kind of general
insurance.



9.5 A company licensed to engage in any kind of general insurance shall not offer life
insurance.

Section 10
Establishment of Insurance Companies

10.1 Applicants desiring to form an insurance company shall obtain preliminary approval
by the BPK before forming the insurance company.

10.2 Aninsurance company organized under the applicable law shall only be formed as a

joint stock company or as alimited liability company.

Section 11

Establishment of Insurance I ntermediaries

11.1 Aninsurance intermediary is not required to be a corporation in order to be licensed.

11.2 Applicants desiring to form an insurance intermediary as a corporation under Kosovo
law shall obtain preliminary approval by the BPK before forming the insurance intermediary
as a corporation.

11.3 Aninsurance intermediary corporation may only be formed as ajoint stock company
or as alimited liability company.

Section 12

Licensing of Insurance Companies

12.1 The BPK shal grant alicence to an insurance company only if it is satisfied that the
following minimum requirements are met:

@ The insurance company shall be a corporation formed under the applicable
law in Kosovo, or a branch of a corporation formed under the laws of another jurisdiction;

(b) The minimum required capital has been paid-in;

(© The business plan of the insurance company is based on sound analysis under
reasonable assumptions;

(d) The insurance company undertakes to comply with al provisions of the
present regulation; and

(e The qualifications, experience, and integrity of the insurance company
administrators, principal shareholders and those who propose to have or have significant
interests are appropriate for the insurance company’s business plan and financial activities.

The BPK may prescribe rules setting out additional requirements consistent with the present
regulation.



12.2  Within three (3) months from the date of its receipt of a completed application for an
insurance company licence, the BPK shall preliminarily approve or deny it and notify the
applicant of its decision in writing; notifications of a denied licence shall state the grounds on
which the licence was denied.

12.3 Inthe case of preliminary approval of an application for an insurance company
licence, the BPK shall enumerate the conditions for the insurance company to receive the
licence to commence its operations.

12.4 If aninsurance company fails within one (1) year to comply with the conditions to
receive the licence to commence operations, the preliminary approval of the application shall
expire.

12.5 When a corporation has been formed in Kosovo with the intention of applying for an
insurance company licence, all founding corporate documentation, including the founder’s

agreement, charter, by-laws, and any shareholders’ agreement, or equivalent documentation,
aswell as any additional information required by BPK rules, shall be submitted to the BPK.

12.6 The charter establishing the insurance company shall contain information regarding
the corporate name and address, the amount of charter capital, classes of shares, numbers and
nominal values of each class of shares, and the voting rights accompanying those shares.

12.7 Inaddition to any grounds set forth in a BPK rule, the BPK may refuse to issue a
licence to an insurance company where it determines that the best interests of policyholders
will not be well served by approving the application.

12.8 Aninsurance company licence shall be granted for an indefinite period of time and
shall not be transferable.

12.9 Decisions on the licensing of insurance companies shall be taken by the BPK

independently. The BPK shall be guided by the desire to ensure a sound and stable insurance
market in which fair competition and consumer choice is enhanced.

Section 13
Licensing of Insurance Intermediaries

13.1 The BPK shal grant alicence to an insurance intermediary only if it is satisfied that
the following requirements are met:

@ The minimum required capital has been paid-in;

(b) The business plan of the insurance intermediary is based on sound analysis
under reasonable assumptions;

(© The insurance intermediary undertakes to comply with all provisions of the
present regulation; and

(d) The qualifications, experience, and integrity of the insurance intermediary
administrators, principal shareholders and those who propose to have or have significant



interests are appropriate for the insurance intermediary’ s business plan and financial
activities.

The BPK may prescribe rules setting out additional requirements consistent with the present
regulation.

13.2 When a corporation has been formed in Kosovo with the intention of applying for an
insurance intermediary licence, all founding corporate documentation, including the
founder’ s agreement, charter, by-laws, and any shareholders' agreement, or equivalent
documentation, as well as any additional information required by BPK rules, shall be
submitted to the BPK.

13.3  For insurance intermediaries that are incorporated, the charter establishing the
insurance intermediary as a corporation shall contain information regarding the corporate
name and address, the amount of charter capital, classes of shares, numbers and nominal
values of each class of shares, and the voting rights accompanying those shares.

13.4 In addition to any grounds set forth in a BPK rule, the BPK may refuse to issue a
licence to an insurance intermediary where it determines that the best interests of
policyholders will not be well served by approving the application.

13.5 Aninsurance intermediary licence shall be granted for an indefinite period of time
and shall not be transferable.

13.6 Decisions on the licensing of insurance intermediaries shall be taken by the BPK

independently. The BPK shall be guided by the desire to ensure a sound and stable insurance
market in which fair competition and consumer choice is enhanced.

Section 14

Record of Licensed Insurance Companies and I nsurance Intermediaries

The BPK shall maintain arecord, accessible to the public during normal business hours,
identifying all licensed insurance companies and insurance intermediaries.

Section 15

Groundsfor Revocation of an Insurance Company or Insurance Intermediary’sLicence
15.1 The BPK may revoke alicence without prior notice where it determines that:

@ An insurance company or insurance intermediary has failed to commence
operations within six (6) months of its licence having been granted,;

(b) An insurance company or insurance intermediary has voluntarily agreed to
give up its licence;

(© An insurance company or insurance intermediary has entered into liquidation
or wind-up proceedings, whether on a voluntary or involuntary basis;



(d) An insurance company or insurance intermediary has violated a limitation or
condition contained in its licence issued by the BPK;

(e An insurance company or insurance intermediary has underwritten insurance
business other than that for which it was licensed by the BPK;

) An insurance company or insurance intermediary is not conducting its
business in accordance with sound insurance or business principles,

(9) An insurance company or insurance intermediary is carrying on businessin a
way that is detrimental to policyholders;

(h)  Aninsurance company or insurance intermediary is not in compliance with a
provision of the present regulation or a subsidiary instrument issued under it, which in the
judgment of the BPK, constitutes a serious violation liable to lead to major financial
problems and/or the insolvency of the insurance company or insurance intermediary;

0] An insurance company or insurance intermediary has intentionally
contravened the provisions of the present regulation;

()] An insurance company or an insurance intermediary has failed to rectify a
deficiency detailed in a BPK order within atime period determined by the BPK;

(k) An insurance company or insurance intermediary has intentionally and
serioudly violated the provisions of any other applicable law;

)] An insurance company or insurance intermediary adopts a name which is
intended to mislead the public in Kosovo;

(m)  Aninsurance company or insurance intermediary is incapable of paying its
clamsin atimey way;

(n) An insurance company or insurance intermediary is incapable of paying its
non-claim obligations as they fall due;

(o) An insurance company or an insurance intermediary has provided false or
misleading information to its policyholders or to the BPK;;

(p) Any one of the insurance company’s or the insurance intermediary’s
shareholders, directors, officers, or employees has unduly affected the underwriting or
investment activities of the insurance company or insurance intermediary in away that is
likely to be detrimental to the interests of policyholders;

(@ Any one of the insurance company’s or the insurance intermediary’s
shareholders, directors, officers, or employees is suspected to have engaged in fraudulent
activities,

" An insurance company or insurance intermediary is likely to be insolvent,
such determination being based on an authoritative actuaria report, an authoritative opinion
from a provision for claims expert, or through other means;



(9 An agency agreement has been terminated by an insurance company. In such a
case, the insurance company shall immediately notify the BPK of the termination of that
agreement and BPK shall revoke the licence of that agent and all of its sub-agents; or

® Any other ground provided in the present regulation.

15.2 If the licence of an insurance company is revoked, BPK shall also immediately revoke
the licence of all the agents and sub-agents acting for the insurance company.

15.3 TheBPK may, initsdiscretion, or at the direction of the Special Representative of the
Secretary-General, reverse a revocation of licence of an insurance company or insurance
intermediary.

Section 16
Effect of Revocation of an Insurance Company or Insurance Intermediary’sLicence

Upon revocation of its licence, the insurance company or insurance intermediary shall be
placed into receivership under the chapter on Receivership set out in the present regulation.

Section 17
Publication of Licence Revocation

The BPK’s decision to revoke the licence of an insurance company or insurance intermediary
shall be delivered to the insurance company or insurance intermediary and published in one
or more newspapers of genera circulation in Kosovo.

Section 18
Withdrawal from the Kosovo I nsurance M ar ket

18.1 If aninsurance company organized outside of Kosovo intends to withdraw from the
Kosovo market, it shall request prior approval by the BPK. After receiving BPK approval
and before withdrawing from the Kosovo market, such company shall provide the BPK with
sufficient evidence that al of its policyholder claims have been paid by the company or have
been transferred to the responsibility of another insurance company licensed by the BPK with
the prior approval of the BPK.

18.2 Aninsurance company seeking to leave the Kosovo market without transferring its
policies shall cease the underwriting of new insurance policies and the renewal of existing
insurance policies ayear prior to the proposed date of withdrawal. Following the expiration
of the one-year period, the company shall mail to its policyholders notice of its intention to
withdraw from the Kosovo market, and publish this notice in a Kosovo newspaper of general
circulation once aweek for four weeks. The notice shall clearly state that the company
intends to withdraw from the Kosovo insurance market and that al claimsincurred by its
policyholders and not yet reported to the company shall be filed no later than three months
after the publication date of the final newspaper notice.

18.3 The BPK shall determine, based on the information provided to it under this section
and on an independent actuarial report or an opinion from a provision for claims sufficiency



expert paid for by the withdrawing insurance company, the amount that a company shall
transfer to the BPK to be used as a specia fund to reasonably cover the extent of the
remaining liabilities of the withdrawing insurance company. The specia fund for the
withdrawing insurance company’s liabilities shall be segregated from other BPK accounts.
If, based on this procedure, the BPK is satisfied that all claims have been extinguished, it
shall release to the withdrawing insurance company, or its successor, the amount remaining
in the specia fund.

18.4 Neither the withdrawing insurance company nor BPK shall be required to honour
clamsfiled by policyholders who fail to file their claim within the stated three (3) month
period after the final newspaper notice.

CHAPTER IV
INSURANCE INTERMEDIARIES

Section 19
Agents

19.1 Anagent’sroleisto sall insurance products and services best suited to the needs of
policyholders. Agents shall be remunerated by way of commission or afixed saary, or both,
from the insurance company they represent.

19.2 Agents shall not act on behalf of more than one insurance company. The relationship
shall be eviderced by a written contract between the insurance company and agent available
for review by the BPK onsite at all times at either the company or agent’s premises. The
contract shall specifically set out the powers of the agent acting for the insurance company
and expressy define the actions of the agent for which the insurance company will assume
responsibility.

19.3 Agents shall maintain an up-to-date list of authorised sub-agents, which may be
examined by the BPK at any time.

Section 20
Sub-Agents

20.1 Sub-agents shall not act on behalf of more than one (1) insurance agent at the same
time. The relationship shall be evidenced by a written contract between the insurance agent
and sub-agent. That contract shall clearly set out the rights, obligations, and scope of
authority of the sub-agent to minimize the responsibility of dispute at a subsequent date.

20.2 Sub-agents may be remunerated by commission or afixed saary, or both, from the
insurance agents they represent.



Section 21
Brokers

21.1 A broker is charged with obtaining the best value insurance policy most suited to the
needs of a policyholder. Brokers shall be remunerated by commission from the insurance
company for which they have sold the insurance policy.

21.2 Brokers shall maintain an up-to-date list of insurance companies for which the broker
is authorised to act, which may be examined by the BPK at any time.

Section 22
Insurance I ntermediary Matters

22.1 Aninsurance company shall be liable for al of the insurance transactions entered into
by its authorised agents and, therefore, sub-agents acting for those agents in accordance with
the terms of the agency and sub-agency agreements.

22.2 Aninsurance broker shall be liable to a policyholder for losses sustained by a
policyholder in cases where those |osses are due to the negligence or misrepresentations of
the insurance broker.

22.3  Sub-agents shall provide to the BPK annual written confirmation from the agent for
whom they are authorised to act.

22.4  Aninsurance intermediary shall notify a potential policyholder when the intermediary
represents an insurance company.

22.5 Deliberate understating of premiums underwritten or collected by an insurance
intermediary will subject that insurance intermediary to sanctions prescribed under the
present regulation or BPK rules or orders.

Section 23
Insurance Intermediary Obligations

Insurance intermediaries shall:

@ Disclose clearly al information regarding their relationship with an insurance
company to a potential insurance policyholder. A potentia policyholder shall not have to
request this information;

(b) Notify a potential policyholder of the insurance company’s name, the
insurance policy’ s terms and conditions, premiums amounts due and their due date, the
coverage provided, and general or specific exclusions,

(© Salicit enough information to compile accurate potential policyholder profiles
leading to areliable evaluation of the needs of potential policyholders;

(d) Be able to readily justify the rationale for the advice they are offering a
potential policyholder;



(e Act in the best interests of the potential policyholder by exercising the
requisite prudence, professionalism and diligence in business dealings;

) Behave with impeccable integrity and equity towards potential and actual
policyholders; and

(9) Remit promptly amounts due to an insurance company.

Section 24
Financial Requirementsfor an Insurance Broker

24.1 Aninsurance broker shall provide proof of sufficient financial capacity to the BPK
before it can receive alicence to carry on business. Brokers shall first obtain a professional
indemnity insurance policy from alicensed insurance company or an unconditional financial
guarantee from a BPK-approved bank. Either type of coverage shall be subject to one (1)
month’s notice of cancellation. The amount of coverage obtained shall be commensurate
with the amount of premium business anticipated by an applicant for a broker’s licence.

24.2 The professiona indemnity insurance or bank guarantee shall cover the broker’s
professional activities for aminimum of one (1) year. If replacement professional indemnity
insurance or a replacement bank guarantee is not arranged in writing and confirmed to the
BPK at least one (1) month prior to the planned cancellation date of an existing professional
indemnity insurance policy or unconditional bank guarantee, the BPK shall have the authority
to suspend the licence of the broker and prohibit the further underwriting of insurance. The
broker’s licence may only be reinstated when the broker has again obtained professional
indemnity insurance coverage or an unconditional bank guarantee of at least one (1) year's
duration.

24.3 The BPK may prescribe rules setting out additional financial requirements consistent
with the present regulation.

CHAPTER YV
SUPERVISION

Section 25
Monitoring and Examination

25.1 Each insurance company and insurance intermediary and their subsidiaries shall be
subject to monitoring by the BPK, which includes the review of financial statements and
other reports submitted to BPK by the insurance companies and insurance intermediaries.

25.2  Each insurance company and insurance intermediary and their subsidiaries shall be
subject to examinations by examiners of the BPK or by an audit firm appointed by the BPK.
Such examiners may include officials of the authority of another country that is charged with
the prudential supervision of insurance activities in that country when the insurance company
isabranch or subsidiary of an insurance company supervised by the other country’s
regulator.



Section 26
Recor d-keeping

26.1 Insurance companies and insurance intermediaries shall keep complete and accurate
records on their premises to facilitate efficient BPK examinations. This requirement applies
to all current records and those extending back for the previous five (5) financial years. This
requirement includes, but is not limited to, the company’s charter and by-laws or equivalent
documentation, a Premiums Register, a Claims Register, a General Ledger, reinsurance
treaties, minutes of board of director meetings, an up-to-date list of authorised agents,
financial statements and subsidiary statements and schedules, internal audit work papers and
reports, alist of directors ard their contact details, and alist of shareholders of record and the
number of shares held by each shareholder as well as their contact details.

26.2 Insurance companies and insurance intermediaries may maintain their records in
electronic form as long as these are easily accessible for internal and external auditors and
BPK examiners. Electronic records shall be backed up daily. Copies of electronic records
shall be maintained in a secure, off-site location.

26.3 Both on-site and off-site records, whether in hard copy or electronic form, shall be
kept safe from fire, theft, water damage, sabotage and other potential destructive risks.

26.4 Asused in this section, “records’ means all documentation concerning premiums,
claims and investments, including internal and external reports, correspondence and any other
information that the BPK deems necessary for a review of an insurance company or insurance
intermediary by an internal or external auditor or the BPK.

CHAPTER VI
PRUDENTIAL MATTERS

Section 27
Minimum Capital/Solvency Margin

An insurance company shall maintain at all times a minimum capital/solvency margin in
compliance with BPK rules.

Section 28
Reserve Requirement

28.1 General insurance companies shall maintain cash or near cash assets equal to a
portion of their technical provisionsin areserve account as prescribed through BPK rules.

28.2 Lifeinsurance companies are required to maintain a portion of their technical
provisions, as determined by an actuary acceptable to the BPK, in areserve account as
prescribed through BPK rules.

28.3 Thereserve account is to be maintained with the BPK or with a bank approved by
BPK.



Section 29
Limit on Net Premiums Written for | nsurance Companies

29.1 The BPK shal, by BPK rule, establishlimitations on the amount of net premiums an
insurance company may write. The BPK may issue an order to a specific insurance company
to meet a stricter standard than that prescribed in a BPK rule.

29.2 Assoon as an insurance company becomes aware that it might not remain in
compliance with the prescribed limitations under this section, it shall immediately notify the
BPK of its expected violation and of its plans to remedy the breach of the section in atimely

way.

Section 30
Limit on an Insurance Company’s Exposureto a Single I nsurable Event

An insurance company shall ensure that the maximum loss arising from the occurrence of a
single insurable event will not exceed an amount established in a BPK rule. An insurance
company shall arrange in advance for the reinsurance of amounts exceeding this amount with
reinsurance companies acceptable to the BPK.

Section 31
Limitation on the Payment of Dividends

No dividend may be distributed by an insurance company or insurance intermediary company
without prior written approval by the BPK. The BPK may decline an application to distribute
dividendsiif, in its judgment, payment of the dividend threatens to undermine the minimum
capital/solvency margin of an insurance company or insurance intermediary company
required under BPK rules or the financial position of an insurance intermediary company.

Section 32
Liquidity and Matching of Assetswith Liabilities

32.1 Aninsurance company shall ensure that it has the funds available at al times to pay
its policyholder claimsin atimely way and to pay its creditors as debts come due.

32.2 Insurance companies and insurance intermediaries shall ensure that they adequately
match the maturity of their assets with their liabilities.

32.3 The BPK may prescribe limitsin a BPK rule on the amount of funds that can be
invested in any one asset type.

Section 33
Redemption or Cancellation of Shares by an Insurance Company or Insurance
I ntermediary Company

An insurance company or insurance intermediary company seeking to redeem or cancel any
of itsissued and outstanding shares shall first obtain the approval of the BPK.



Section 34
Valuation of Assets

Vauation of an insurance company or insurance intermediary’ s assets shall be in accordance
with International Accounting Standards and guidelines established in a BPK rule.

Section 35
Liabilities

35.1 Thefollowing items shall be considered liabilities for accounting purposes for an
insurance company:

@ Provision for claims incurred and reported but not paid;
(b) Provision for claims incurred but not reported;

(© Provision for unearned premiums; and

(d) Amounts due to creditors.

35.2 The BPK may alow an insurance company to reduce liabilities for amounts due from
reinsurance companies, based on arealistic assessment of the probability of payment by those
reinsurance companies.

Section 36
Changesin Business Plan

Significant changes in a business plan of an insurance company or insurance intermediary
shall be submitted to the BPK for prior approval. Approval of significant changes may be set
out in a BPK order.

Section 37
Salesor Transfers of Business

37.1 Thesdeor transfer of business from one insurance company or insurance
intermediary to another requires the prior approva of the BPK.

37.2 When an insurance company or insurance intermediary applies to the BPK for
approval to sell or transfer part or al of its business to another company or intermediary, the
BPK shall consider the effect on the minimum capital/solvency margin of the insurance
company or the financial impact on the insurance intermediary acquiring that insurance
business.

37.3 Therights and obligations stemming from the sold or transferred insurance policies
shall be immediately passed to the accepting insurance company or insurance intermediary
upon receiving BPK’s approval for the sale or transfer of the portfolio of insurance policies.



37.4 The accepting insurance company or insurance intermediary shall inform the affected
policyholders of the sale or transfer of their policies to another insurance company or
insurance intermediary. Such notice to affected policyholders shall offer them the option to
cancel and arrange insurance coverage with an alternative insurance company or through an
aternative insurance intermediary within 30 days of receipt of notice of that transfer.

Section 38
Changes in Ownership and Mergers and Amalgamations

38.1 Thefollowing transactions require prior written approval of the BPK:

@ Any transaction that would result in any personobtaining a significant interest
in an insurance company or insurance intermediary; and

(b) Any transaction that would change the size of a significant interest held by a
person in an insurance company or insurance intermediary.

38.2 Any proposal to merge or amalgamate one or more insurance companies or insurance
intermediaries shall receive the approval of the BPK before the proposed transaction.

Section 39
Changesin Audit Firm, Actuary, Directorsor Officers

39.1 When an insurance company or insurance intermediary intends to change its audit
firm or actuary, the company or intermediary shall obtain prior written approval of the BPK.

39.2 Changesin the board of directors or officers of insurance companies or insurance
intermediaries shall be reported to and explained to the BPK.

Section 40
Changein an Insurance Company’sor Insurance I ntermediary’s Name

When an insurance company or insurance intermediary proposes to change its name, the
insurance company or insurance intermediary shall obtain prior approval of the BPK. The
insurance company or insurance intermediary shall notify its policyholders of its name
change upon receiving the approval of the BPK.

Section 41
Reinsurance

Insurance companies shall obtain approval for their reinsurance programs from the BPK.
Major changes in the program, such as new reinsurance partners and different types of
reinsurance coverage, shall be subject to prior review and approval by the BPK. BPK may
establish guidelines and limitations on reinsurance programs through BPK rules.



Section 42
Derivative Financial Products

Insurance companies or insurance intermediaries shall not enter into any financial
transactions involving derivative products such as futures, options, swaps and forwards or
variations on these same products without prior BPK approval. BPK may prescribe, in a
BPK rule, guidelines and conditions under which insurance companies and insurance
intermediaries may enter into such financia transactions.

Section 43
Security Interests and Lending of Assets

An insurance company or insurance intermediary may only create alien in or lend assets with
the prior approval of the BPK.

Section 44
Outsourcing

An insurance company or insurance intermediary shall not outsource its principal insurance
operational activities such as risk assessment and risk underwriting, premium collection and
receipt, claim reporting, claim payment and investment of income received. Claim
verification and claim adjustment activities may be outsourced. BPK may establish through a
BPK rule, further conditions and limitations on outsourcing.

Section 45
M aintenance of Assetsin Kosovo

45.1 The BPK may establish, through a BPK rule, requirements for insurance companies
and insurance intermediaries with respect to maintaining assets within Kosovo.

45.2 Branches of insurance companies and insurance intermediaries shall maintain
sufficient assets within Kosovo to cover their liabilities.

Section 46
Restriction on Non-Insurance Activities

46.1 Insurance companies or insurance intermediaries shall not engage in any business
other than insurance and insurance related activities without the prior authorisation of the
BPK.

46.2 Insurance companies or insurance intermediaries, holders of a significant interest in
such companies, their directors, officers, or employees may not separately or collectively
invest in more than ten percent (10%) of the equity shares of any business that is not
insurance or insurance-related without prior BPK approval. The BPK may issue a BPK rule
establishing terms and conditions of such investments exceeding ten percent (10%).



Section 47
| nsurance Related Activities

47.1 Aninsurance company may conduct insurance related activities.
47.2 Insurance related activities shall include the following:

@ Claim verification and adjustment services,

(b) Repair centres and risk mitigation services;

(© Appraisal centres; and

(d) Insurance educational and training facilities.

47.3 The BPK may prescribe rules setting out additional insurance related activities
consistent with the present regulation.

CHAPTER VII
FINANCIAL CONSIDERATIONS

Section 48
Accounting Standards and Records

48.1 Insurance companies and insurance intermediaries shall prepare their financia
statements in accordance with International Accounting Standards.

48.2 Insurance companies and insurance intermediaries shall maintain adequate accounting
systems and records including a Premiums Register, a Premiums Ledger, Premium Reports, a
Claims Register, a Claims Ledger, Claims Reports, and a General Ledger, in accordance with
BPK rules.

Section 49
External Audit

49.1 Insurance companies and insurance intermediaries shall have their financia
statements audited annually by alicensed audit firm.

49.2 The appointment of the audit firm is subject to prior written approval by the BPK. An
insurance company or insurance intermediary shall ensure that the audit firm is professionally
qualified to undertake the audit role. The BPK may reject the appointment of the audit firm if
the BPK is not satisfied that the audit firm has sufficient knowledge of and experiencein
auditing insurance companies or insurance intermediaries.

49.3 The insurance company or insurance intermediary shall enter into a written
engagement agreement with the audit firm. The audit firm shall not be a person related to the
insurance company or insurance intermediary.



494 The audit firm shall:

@ Review the adequacy of internal audit and internal control practices and
procedures, note deficiercies and make recommendations for improvement;

(b) Express an opinion as to whether the financial statements present a true and
fair view of the financial condition and activities of the insurance company or insurance
intermediary in accordance with International Accounting Standards; and

(© Present an audit report and findings to the board of directors of the insurance
company or insurance intermediary company.

49.5 The engagement agreement with the audit firm shall specify that the audit firm shall
express an opinion on whether the insurance company or insurance intermediary isin
compliance with the provisions of the present regulation and applicable rules approved by the
BPK.

49.6 In addition, the engagement agreement with the audit firm shall require the audit firm
to report directly to the BPK as soon as it becomes aware of any of the following:

@ A fraudulent act committed by an employee of the insurance company or
insurance intermediary or any of its subsidiaries, or any irregularity or deficiency in its
administration or operations that may reasonably be expected to result in a material loss for
the company;

(b) The insurance company or insurance intermediary is systematically
contravening this regulation or BPK rules; or

(© The audit report’ s conclusions are being suppressed, ignored or unduly
influenced by the insurance company or insurance intermediary company’s management or
board of directors.

49.7 The BPK may prescribe rules setting out additional requirements consistent with the
present regulation.

Section 50
Financial Reporting

50.1 The financial year-end for insurance companies and insurance intermediaries is 31
December. Consolidated audited financia statements, prepared using International
Accounting Standards, shall be submitted by no later than 30 April of the following financia
year.

50.2 Inaddition, each insurance company and insurance intermediary shall prepare and
submit to the BPK quarterly reports concerning its administration and insurance operations,
liquidity, solvency, and profitability, and those of its subsidiaries on an individual and a
consolidated basis. The reports shall be prepared in such form and detail and shall be
submitted at such intervals as shall be prescribed in a BPK rule.



Section 51
Requirement for Actuarial or Provision for Claim Certification

51.1 Lifeinsurance companies shall submit to the audit firm and the BPK an independent
actuarial certification of technical provisions adequacy by a BPK-approved actuary. A life
actuary shall consider such factors as mortality tables, interest rate levels and expenses to
determine whether the level of technical provisions is adequate and whether there are
sufficient assets to meet alife insurance company’s obligations.

51.2 For ageneral insurance company, the BPK may require the submission of an actuarial
or provision for claims expert certification of the adequacy of technical provisionsin
conjunction with the submission of annual financia statements.

51.3 Actuarial or provision for claims expert certification can be required more frequently
if the BPK determines that an insurance company’s financial position warrants it.

51.4 Anactuary or provision for claims expert shall express an opinion on whether the
insurance company’ s technical provisions are sufficient to meet their liabilities.

51.5 Anactuary shal report directly to the board of directors of the company and the BPK
if, in the actuary’ s judgment, the actuaria certification’s conclusions are being suppressed,
ignored or unduly influenced by the insurance company’s management or board of directors.

CHAPTER VIII
CORPORATE GOVERNANCE AND INTERNAL CONTROLS

Section 52
Governance Principles

52.1 Apparent or actual violations of fiduciary responsibilities in favour of personal
interest or those of other persons shall be immediately reported to the BPK. Where the BPK
learns that a director or officer has violated fiduciary responsibilities in favor of personal
interests or those of other persons, whether related to the director or officer or not, this will
congtitute grounds for the imposition of BPK sanctions and, where appropriate, referral for
possible crimina proceedings.

52.2 Where an insurance company’s or insurance intermediary company’s board of
directors refuses to dismiss a director or officer in compliance with an order of the BPK when
there has been a clear violation of fiduciary duty, that company or intermediary company and
its directors shall be subject to additional sanctions.

52.3 Thedirectors and officers of an insurance company or insurance intermediary, and the
representative officers of a branch, must be “fit and proper” persons to exercise their role.
They shall not alow their relationships with an insurance company’s or insurance
intermediary’ s shareholders, other directors, other officers or employees to affect their
fiduciary duty to policyholdersin any way.



52.4 Thedirectors and senior officer of an insurance company or insurance intermediary,
and the representative officers of abranch, shall not hold more than one different position in
the company where the holding of more than one position could lead to a conflict of interest.

52,5 The BPK may, at any time, require the directors and senior officer of an insurance
company or insurance intermediary, and the representative officers of a branch, to provide to
the BPK an affidavit, acceptable to the BPK, certifying that there are no criminal proceedings
past or present involving them.

52.6 The BPK shal review formal curriculum vitae for proposed directors and officers of
an insurance company or an insurance intermediary, and for the representative officers of a
branch.

52.7 The BPK may regject a potential director or senior officer on the ground that the best
interests of the insurance company or insurance intermediate company and insurance market
will not be served by the approval of the applicant for director or senior officer.

52.8 The BPK may regect a potential representative officer of a branch on the ground that
the best interests of the insurance company or insurance intermediate company and insurance
market will not be served by the approval of the applicant for representative officer.

52.9 The BPK may prescribe further guidelines or procedures on the subject of this section
inaBPK rule.

Section 53
Board of Directors

53.1 Each insurance company and insurance intermediary company organized under
Kosovo law shall be administered by a board of directors consisting of an uneven number of
not less than five members. A majority of the members of the board of directors shall be
residents of Kosovo. The senior officer is the only employee who may serve on the board of
directors.

53.2 Theboard of directors shal be elected by the shareholders for terms of not more than
two (2) years, and may be reappointed for subsequent ssimilar periods. The general meeting
of shareholders may establish reasonable compensation for Board members. BPK may order
adirector to return compensation if it determines that the compensation received is harmful to
the interests of the insurance company’ s policyholders.

53.3 Theboard of directors shall be responsible for establishing policies, procedures and
practices to be followed by the insurance company or insurance intermediary company and
for the supervision of their implementation. The policy, procedures, and practices established
shall include written investment and loan policies and procedures, and written underwriting
policies and procedures.

53.4 Directors shall act in afiduciary capacity and are charged with the responsibility for
protecting the interests of policyholders as their principal duty. They shall not allow other
roles they might occupy to influence them to make decisions and adopt policies, procedures
and practices that could be considered contrary to the interests of policyholders.



53.5 Thedirectors of an insurance company or insurance intermediary company shall
exercise thelr duty to ensure that: technical provisions are sufficient; the minimum
solvency/capital margin and reserve requirement, as prescribed by the BPK, is adhered to at
all times; the insurance company or insurance intermediary company maintains sufficient
liquidity at all times; the insurance company or insurance intermediary company complies
with all provisions of the present regulation and BPK rules at all times; the officers are held
properly accountable for the proper implementation of al directives of the board of directors;
the insurance company or insurance intermediary company maintains an acceptable standard
of internal controls, and the internal and external audits are sufficiently broad in scope and
depth.

Section 54
M anagement

54.1 The senior officer of an insurance company or insurance intermediary company shall
be a member of the board of directors, but the senior officer shall not simultaneously serve as
the chairperson of the board of directors. The senior officer shall report to and be directly
accountable to the board of directors for implementation of policy, procedures and practices
of the company adopted by the board of directors.

54.2 The senior officer of an insurance company or insurance intermediary shall be a
resident of Kosovo.

Section 55
Internal Controls

55.1 Insurance companies and insurance intermediaries shall maintain adequate internal
controls. Internal controls encompass the production of fully documented policies, procedures
and practices for underwriting and investment activities.

55.2 The BPK may prescribe additional requirements for internal controls through rules or
orders.

Section 56
Conflicts of I nterest

56.1 Thedirectors, officers, and employees of an insurance company or insurance
intermediary shall act in a fiduciary manner to safeguard the interests of their policyholders.

56.2 Related party transactions shall be prohibited except as may be provided though BPK
rules.

56.3 Insurance companies and insurance intermediaries shall not enter into a transaction
with or for the benefit of a person related to the insurance company or insurance intermediary
on more favourable terms than are generally available to other persons who are not related to
the insurance company or insurance intermediary.



CHAPTER IX
MARKET PRACTICE AND CONSUMER PROTECTION

Section 57
Market Conduct and Consumer Protection

57.1 Insurance companies or insurance intermediaries shall provide advice to a potential
policyholder in a straightforward and accurate manner. They shall aways act with the utmost

integrity.

57.2 Insurance companies and insurance intermediaries shall not provide information or
make representations that are likely to mislead or deceive potential policyholders.

57.3 Aninsurance company or insurance intermediary shall obtain sufficient information
about the potential policyholder to assess his or her needs. They shall professionally evaluate
the requirements of the potential policyholder and offer a policy in keeping with the needs of
that person.

57.4  Insurance companies and insurance intermediaries shall fully inform potential
policyholders about their rights and obligations before they enter into an insurance policy.
Notwithstanding this, the policyholders shall assume the ultimate responsibility for
understanding the risks they face and purchasing an insurance policy appropriate to those
needs.

57.5 Insurance companies and insurance intermediaries shall honor all legitimate claims.
They shall aways act with due diligence and due regard for their policyholder. They shall
provide competent and professional service.

57.6  Insurance companies and insurance intermediaries shall implement a formal interna
system to handle complaints about claims from policyholders. These complaints shall be
dealt with equitably and efficiently. Insurance companies shall establish an arbitration forum,
independent frominsurance companies and their intermediaries, to dea with those cases
where internal company or intermediary mechanisms have not satisfactorily resolved
policyholder complaints. The arbitration forum will report on the results of its hearings on a
quarterly basis to the BPK.

57.7 Intheevent that the BPK perceives that thereis alack of progress on the part of the
industry in establishing such an independent arbitration forum, the BPK may issue arule or
order to compdl its timely development.

Section 58
Policy Forms

58.1 Insurance policy forms for each class of insurance written by an insurance company
shall be submitted to the BPK for approval prior to their use. The BPK shall consider a
policy’s general terms and conditions for their reasonableness. Any material changes to those
terms and conditions shall be approved by the BPK.



58.2 The BPK has the authority to request, review and approve information prepared in
connection with an insurance company’s products and services.

Section 59
Insurance Policies

59.1 Aninsurance policy shall be concluded in written form on paper, with records
maintained in both paper and electronic form. Both the policyholder and the insurance
company, or insurance intermediary acting for the insurance company, shall sign a hard copy
of the document.

59.2 Aninsurance company, insurance intermediary, and a policyholder, potential or
existing, shall each act in the utmost good faith at all times. All parties shall enter into an
insurance agreement on an equitable and voluntary basis without any compulsion from the
other side.

59.3 Aninsurance policy shall have the following elements to be considered legally
enforceable in Kosovo. It shall:

@ Cover an insurable interest of the policyholder or a designated beneficiary;
(b) Provide for an insurable sum;

(© Contain asignature date;

(d) Explicitly define the risks covered;

(e Specifically and clearly state excluded risks;

® Set out the insurance premiums to be paid and the due dates for payment;
(9) Establish the start and end date of the contract;

(h) Contain a complete and clear statement of all terms and conditions of the
insurance policy;

0] Set out all respective rights and obligations of the policyholder, insurance
company, and insurarce intermediary, if applicable;

()] Provide for a policyholder to have the ability to rescind the insurance policy
within ten (10) days of the contract’s signature and receive a full refund of premiums paid,
subject to the deduction of an administration fee which may not exceed ten (10) percent of
the amount of premiums paid,;

(k) Contain a provision respecting the designation of the independent arbitration
forum for the settlement of a disputed claim with powers to enforce a settlement, as
established pursuant to section 58 of the present regulation;

)] State the legal name and address of the insurance company; and



(m)  Statethe legal name and address of the policyholder and the beneficiary where
the latter is different from the former.

Section 60
Amendment of an Insurance Policy
An insurance policy may only be amended in writing, and only if signed by both parties.
Section 61
Termination of an I nsurance Policy
61.1 Aninsurance policy isterminated in the following cases:
@ Completion of the contract;
(b) Completion of the insurance period specified in the policy;

(© The policyholder cancels or rescinds the policy under the terms provided in
the present regulation;

(d) The contractual parties mutually decide to terminate the insurance policy prior
to the date provided for in the contract; or

(e The insurance company has fulfilled its contractual obligations.

61.2 All outstanding insurance policies issued by an insurance company shall terminate
thirty (30) days after publication of BPK’s decision to revoke the insurance company’s
licence.

Section 62
Special Rightsand Duties of a Policyholder

62.1 Notwithstanding the terms of the insurance policy, a policyholder may:

@ Aslong as an insurable event has not yet occurred, rescind the insurance
policy by delivering written notice to the insurance company or insurance intermediary
within ten (10) business days after the policyholder signed the insurance policy, and the
policyholder shall be entitled to an immediate refund of amounts paid for the insurance

policy; and

(b) Request mandatory arbitration before an appropriate tribunal for any dispute
regarding a clam against the insurance company or insurance intermediary relating to the
insurance policy.



62.2 Notwithstanding the terms of the insurance policy, a policyholder shall:

@ Make a complete and truthful disclosure of facts that could influence an
insurance company’s or insurance intermediary’ s decision on behalf of the insurance
company to underwrite the risk;

(b) Pay the premium amounts to the insurance company or insurance intermediary
in atimely manner as provided in the insurance policy;

(© Take reasonable acts designed to minimize losses stemming from an insurable
event as soon as the policyholder learns that the event has occurred;

(d) Notify the insurance company or insurance intermediary that an insurable
event has occurred as soon as it is practical after learning that the event has occurred, unless
otherwise provided in the insurance policy;

(e Furnish to the insurance company or insurance intermediary whatever
reasonable proof is required to enable the insurance company or insurance intermediary to
evaluate the cause and nature of the claim; and

® Advise the insurance company or insurance intermediary of changed
circumstances after the issuance of the insurance policy that could lead to an increased
likelihood of aclaim being filed.

62.3 In the event a policyholder rescinds an insurance policy within the ten (10) day period
provided in this section, the insurance company or insurance intermediary may retain from
the refund an administrative fee of up to ten percent (10%) of the total premiums that would
have been paid under the insurance policy.

Section 63
Special Rights and Duties of an Insurance Company or an Insurance | ntermediary
63.1 An insurance company or insurance intermediary may:

@ After providing the policyholder with thirty days written notice and
opportunity to remedy, terminate an insurance policy if a policyholder fails to pay a premium
by its due date;

(b) After providing ten days written notice, terminate an insurance policy where
the policyholder has been more than thirty days late in paying premiums on more than one

occasion during the term of the insurance policy;

(© Immediately terminate an insurance policy if a policyholder has deliberately
concedled or fasified information required for the issuance of the policy;

(d) Retain premiums and refuse payment of a claim in cases where a policyhol der
has deliberately concealed or falsified information required for the issuance of a policy; and

(e Seek financial damages from a policyholder who has falsified a claim.



63.2 Notwithstanding the terms of the insurance policy, an insurance company or insurance
intermediary shall:

@ Prepare insurance policies in written form and provide a copy of the contract
to apotential policyholder for review and signature;

(b) Include all terms and conditions in clear and easily understandable language;

(© Disclose al information relevant to the insurance policy and its payment
sufficient to permit the policyholder to make an informed decision about the purchase of the
insurance policy prior to concluding the contract;

(d) Acknowledge receipt of, investigate, and pay legitimate insurance claims
promptly;

(e Promptly notify the policyholder of any refusal to pay an insurance claim;

)] Promptly notify the policyholder in writing if the insurance company or
insurance intermediary considers the information provided by the policyholder to be
incompl ete or inadequate and provide the policyholder with a statement of what additional
information is necessary;

(9) Compensate reasonable expenses incurred by a policyholder when the
policyholder has taken steps to minimize loss or damage sustained after the occurrence of an
insurable event; and

(h) Provide a mechanism for policyholders to approach the insurance company or
insurance intermediary for redress in the event of dissatisfaction with the settlement of a
claim.

Section 64
Confidentiality

Present and past shareholders or owners, administrators, employees, and agents of an
insurance company and an insurance intermediary shall keep confidential and not use for
persona gain or permit to be disclosed to other persons any nonpublic information that they
obtain in the course of the company’s business. Notwithstanding this restriction, such
information may be disclosed to the BPK, including its examiners, and to auditors, judicia
authorities in cases provided by law, other regulatory authorities in Kosovo as provided by
law, international financial institution regulators, and when protection of the company’s own
legal interest in legal proceedings requires disclosure.

Section 65
Selling of Insurance via the I nter net

Insurance companies or insurance intermediaries may not offer insurance products via the
Internet to persons outside of Kosovo without the prior written permission of the BPK. Such
permission may only be granted after the submission of a business plan outlining how the
company or intermediary will operate to ensure that policyholders outside of Kosovo are as



protected as those in Kosovo. The BPK may provide conditions and guidelines for selling
insurance via the Internet in BPK rules.

CHAPTER X
RECEIVERSHIP

Section 66
Initiation of Receiver ship

66.1 Upon revocation of alicence, BPK shall immediately appoint a receiver to take
possession and control of the insurance company or insurance intermediary. The proceeding
shall be known as a receivership.

66.2 Notwithstanding any applicable bankruptcy law in Kosovo, the provisions of this
chapter on Receivership shall control the process of administration and liquidation of
insolvent insurance companies and insurance intermediaries.

Section 67
Voluntary Liquidation

If the shareholders or owners of an insurance company or insurance intermediary wish to
voluntarily liquidate the company under UNMIK Regulation No. 2001/6 of 8 February 2001
on Business Organizations or any other applicable law they shall submit a request for
approval of the voluntary liquidation to the BPK accompanied by such information as the
BPK may prescribe. The BPK shall make due inquiry into the affairs of the company and, if
it assures itself that policyholders and creditors’ interests will be sufficiently protected, may
approve the voluntary liquidation under applicable law or determine that the present
regulation applies and appoint areceiver pursuant to this chapter.

Section 68
Special Considerationsfor Insolvent Life Insurance Companies

68.1 If the BPK determines that a life insurance company is likely to be insolvent, as
evidenced through an authoritative independent actuarial opinion or through other means, it
may transfer the company’s life insurance policies, assets, liabilities, including technical
provisions, to other life insurance companies in the Kosovo insurance market on a mutually
agreeable basis.

68.2 If the BPK is unable to accomplish atransfer under the previous section, the BPK
may transfer the failed company’ s life insurance policies, assets, liabilities, including
technical provisions, to life insurance companies licensed outside of Kosovo. In the event
that such transfer is not possible, the BPK may order the existing Kosovo life insurance
companies to assume the life insurance policies, assets, liabilities, including technical
provisions, on a pro-rata basis consistent with the size of their technical provisions, as
reported on their most recent financial returns. The BPK shall endeavor to accomplish this



operation in as equitable manner as possible without causing undue financial harm to the
surviving life insurance companies.

Section 69
Receiver

69.1 A recelver may be aperson from the private sector or an official of the BPK who
meets the qualifications prescribed by the BPK. The BPK may, for good cause, dismiss a
receiver. The terms of the receiver’ s remuneration may include incentives for prompt
liquidation of assets and distribution of proceeds to policyholders and creditors and may
include penalties for failure to meet such objectives.

69.2 The remuneration of the receiver and experts engaged by the receiver, reimbursement
of their expenses, and expenses of the BPK in execution of the present regulation with respect
to an insurance company or insurance intermediary shall be paid from the assets of the
company. Payments to the receiver shall be made on a current basis. Any moneys owing to
the receiver at the end of the term of receivership shall be paid from the proceeds from the
sales of the company’ s assets with the level of priority provided in this chapter on
Receivership.

Section 70
Notice and Registration of Receiver ship

70.1 Thereceiver shal, within two (2) days of being appointed, post in each office of the
insurance company or insurance intermediary a notice announcing the appointment pursuant
to the present regulation, specifying the effective date and time of possession by the receiver
and specifying that:

@ Authorisations of persons to engage the financial responsibility of the
insurance company or insurance intermediary have been cancelled;

(b) Persons who previously had authorisation to give instructions on behalf of the
insurance company or insurance intermediary with respect to payment or transfer of the
company’s assets or assets managed by the company are no longer so authorised;

(© The insurance company’s or insurance intermediary’s licence has been
revoked; and

(d) Proof of claims against the insurance company or insurance intermediary must
be submitted to the receiver within ninety (90) days after revocation of the licence.

70.2 The receiver shal publish a notice specifying the actions taken under this section in
one (1) or more newspapers of general circulation in Kosovo. Publication shall take place no
less than once each week for four (4) weeks. The BPK shall review and approve the content
of notice.



Section 71
Power s and Duties of Receiver and Effects of Receivership

71.1 The principal functions of the receiver are to administer the insurance company or
insurance intermediary in receivership, liquidate its assets, pay policyholder clams, and pay
creditors. A receiver shall have all the powers of the administrators and shareholders of the
insurance company or insurance intermediary concerned. Subject to the primary objective of
maximum satisfaction of the company’s liabilities to policyholders and creditors, the receiver
shall expedite the sale of the company’ s assets and payments to policyholders and creditors.

71.2 A receiver may continue any operations geared toward liquidation of the insurance
company or insurance intermediary. The receiver may not issue new policies or extend the
term of any existing policy. The receiver may, after receiving the written approval of the
BPK, borrow money on a secured or unsecured basis. The receiver may stop or limit the
payment of any obligation, employ or dismiss any officer, employee or adviser, execute any
instrument in the name of the company and initiate or defend and conduct in the insurance
company’s or insurance intermediary’ s name any action or legal proceeding.

71.3 The receiver shall have unrestricted access to and control over the offices, books of
account and other records, and other assets and liabilities of the insurance company or
insurance intermediary and its subsidiaries. At the request of the receiver, alaw enforcement
officer or officers shall assist the receiver to gain access to the premises of the insurance
company or insurance intermediary or control over its records.

71.4  The receiver shall have the power to bring and defend against actions in court and
arbitration proceedings on behalf of the insurance company or insurance intermediary in
receivership.

715 Thereceiver shal have the same rights and privileges and be subject to the same
duties, penalties, conditions, and limitations that apply to administrators or other employees
of an insurance company or insurance intermediary licensed under the present regulation.

71.6 The powers of the administrators and shareholders of the insurance company or
insurance intermediary shall be suspended during a receivership. The receiver may retain
some or al of the administrators, with reasonable remuneration, as are necessary to
administer the receivership and to carry out functions specifically assigned in writing by the
receiver. All employees shall be subject to dismissal by the receiver from their positions at
the insurance company or insurance intermediary and shall thereupon cease to receive
remuneration from the insurance company or insurance intermediary.

71.7 Thereceiver shal secure the assets of the insurance company or insurance
intermediary in order to seek to prevent their dissipation by theft or other improper action, by
taking actions including, but not limited to, the following:

(@ Changing the locks and limiting access to the new keys on external entrances to
the insurance company’s or insurance intermediary’ s offices and on doors to internal offices
which contain financial assets or information or equipment which could enable a person to
gain unlawful access to financial assets,



(b) Changing or establishing access codes to the insurance company or insurance
intermediary in receivership’s computers and granting access only to alimited number of
trustworthy employees,

() Issuing new photo identification passes for entrance of authorised employees to
the premises of the insurance company or insurance intermediary and controlling the access
of othersto the premises;

(d) Cancelling authorisations of persons to engage the financial responsibility of the
insurance company or insurance intermediary and issuing new authorisations, as appropriate,
and notifying third parties,

(¢ Informing all policyholders, agents, sub-agents, brokers, reinsurance companies,
relevant tax offices, and banks and other businesses conducting business with the insurance
company or insurance intermediary that persons who previously had authorisation to give
instructions on behalf of the insurance company or insurance intermediary with respect to
dealing in its assets and accounts are no longer so authorised and that only the receiver, and
persons authorised by the receiver have such authority; and

(f)  Suspending the payment of capital distributionsin general and payment of any
kind to administrators and shareholders; provided, however, that base compensation may be
paid to administrators for services aready rendered in their capacity as administrators of the
insurance company or insurance intermediary.

71.8 Thereceiver shall establish a new balance sheet for the insurance company or
insurance intermediary, based on the receiver’ s determination of liquidation values of the
company’ s assets with a corresponding reduction in the value of the company’s liabilitiesin
the reverse order of priority in payment of distributionsin aliquidation of a company’s
assets. Liabilities shall be deemed due, and interest shall cease to accrue, as of the date the
receiver is appointed.

71.9 Within one (1) month of taking possession of the insurance company or insurance
intermediary, the receiver shall make an inventory of the assets and property of the company
and transmit a copy thereof to the BPK, which shall make a copy available for examination
by the public.

71.10 When areceiver has taken possession of the insurance company or insurance
intermediary:

@ Any term, statutory, contractual or otherwise, on the expiration of which a
claim or right of the insurance company or insurance intermediary would expire or be
extinguished, shall be extended by six (6) months from the date of such expiration or
extinction;

(b) Any attachment or security interest (except one existing six (6) months prior to
the effective date of the receivership) shall be vacated, and no attachment or security interest,
except one created by the receiver in the application of this section shall attach to any of the
assets or property of the insurance company or insurance intermediary in receivership so long
as such receivership continues; and



() Shareholders rights shall be extinguished except for the right to receive
proceeds, if any remain after satisfaction of claims with priority over shareholders, and the
right to receive any net payment received from the sale of the insurance company or
insurance intermediary or substartially all its assets if the receiver determines that the
insurance company or insurance intermediary had positive net worth at the time of sale.

71.11 Claims against the insurance company or insurance intermediary shall be filed with
the receiver within ninety (90) days after revocation of the licence of the insurance company
or insurance intermediary. A claim not submitted within this time period shall be satisfied
only after the satisfaction of al the claims of the respective class, and only where the
claimant has demonstrated sufficient justification for the claim not having been submitted in
the time period. Otherwise, the claim shall not be honoured. The procedures for determining
the validity and amount of claims and for liquidation of the assets of the insurance company
or insurance intermediary and payment of claims shall be prescribed through BPK rules. The
sale of assets shall be accomplished in a transparent and commercially reasonable manner.

71.12 After receiving prior approval of the BPK, the receiver may abandon or transfer
property that is subject to a valid and unavoidable lien to the holder of the lien so long as
little or no value would remain for the receivership after satisfaction of such lien.

71.13 The receiver shall report each month to the BPK on the progress of the receivership in
such form as may be prescribed by the BPK.

Section 72
Professional Persons

The receiver may specially retain accountants, actuaries, appraisers, attorneys, and other
professional consultants only after receiving written approval of the BPK. The request for
approval shall set forth in detail the need for such retention, the proposed compensation of
such person, and a certification disclosing all material facts regarding whether the personisa
person related to the insurance company or insurance intermediary. The person shall not be
related to the receiver. Before making any payments to such person, the receiver must obtain
written approval of the BPK for the amount of such payment.

Section 73
Avoidance of Pre-Receivership Transfers

73.1 Thereceiver may bring an action in court to set aside a transaction based on a forged
or fraudulent document that the insurance company or insurance intermediary has executed to
the detriment of policyholders or creditors within five (5) years of the effective date of the
receivership.

73.2 The recelver may bring an action in court to set aside the following transactions
affecting the assets of the insurance company or insurance intermediary or to recover from
third parties the transfers by the insurance company or insurance intermediary:

@ Gratuitous transfers to any person related to the insurance company or
insurance intermediary and made within five (5) years prior to the effective date of the
receivership;



(b) Gratuitous transfers to third parties made within three (3) years prior to the
effective date of the receivership;

(c) Transactions in which the consideration given by the insurance company or
insurance intermediary considerably exceeded the received consideration, made within three
(3) years prior to the effective date of the receivership;

(d) Any act done with the intention of all partiesinvolved to withhold assets from
policyholders or creditors, or otherwise impair their rights, within five (5) years prior to the
effective date of the receivership;

() Creation of alienin, or any loan of, assets of the insurance company or
insurance intermediary made without prior approval of the BPK; and

() Transfers of property or money of the insurance company or insurance
intermediary to, or for the benefit of a creditor on account of a debt incurred within six (6)
months prior to the effective date of the receivership which has the effect of increasing the
amount that the creditor would receive in aliquidation; provided, however, the avoidance
power in this section shall not apply to transfers to made to policyholders under their
respective insurance policies.

73.3 Thereceiver may bring an action in court to set aside transactions with persons related
to the insurance company or insurance intermediary that were conducted within one (1) year
prior to the effective date of the receivership, if such transactions were detrimenta to the
interest of insurance policyholders and other creditors. An action to set aside a transfer may
be brought by the receiver within one (1) year following the effective date of the receivership.

73.4 Notwithstanding the provisions set forth above in this section, the receiver may not set
aside a payment or transfer by the insurance company or insurance intermediary if it was
made in the ordinary course of the company's business, or if it was part of a contemporaneous
exchange for reasonably equivaent value, or to the extent that following the transfer the
recipient extended new unsecured credit to the insurance company or insurance intermediary
which had not been satisfied by the insurance company or insurance intermediary as of the
effective date of the receivership.

73.5 Thereceiver may recover property or the value of property transferred by the
insurance company or insurance intermediary from a subsequent transferee of an initial
transferee only if the subsequent transferee did not give fair value for the property and knew
that the initial transfer could be set aside under the present regulation.

73.6 A lessor of the premises to the insurance company or insurance intermediary or a
provider of utility services such as electricity, natural gas, water, or telephone service, may
not discontinue such service to the company solely because of its receivership or because the
company has failed to pay for services prior to its receivership. Notwithstanding this
restriction, such lessor or provider of utility services may require that the receiver provide a
security deposit in a bank as a condition to the lessor's or utility company's duty to continue
to provide services during the receivership. The maximum amount of such deposit shall not
be greater than the cost of services provided to the insurance company or insurance
intermediary during the month immediately prior to the initiation of the receivership.



Section 74
Prioritiesin Payment of Claims

74.1 Inany liquidation of the insurance company’s or insurance intermediary’s assets,
allowed secured claims shall be paid from proceeds of the collateral or the collateral shall be
delivered to the secured creditor. Any amount of an alowed secured claim remaining after
the collateral has been exhausted shall be treated as an unsecured claim.

74.2 Other adlowed claims shall be paid in relation to all other debts, in the order of priority
described below:

(& Necessary and reasonable expenses incurred by the receiver and the BPK,
including professional fees, in application of the provisions of the receivership sections
hereof;

(b) Reasonable salaries and social insurance benefits due to employees and
incurred up to two (2) months prior to the initiation of the receivership;

(© L egitimate outstanding insurance policy claims;
(d) Unearned premiums;

(e Taxes and duties coming due within one (1) year prior to initiation of the
receivership; and

) Other creditors and unsecured portions of secured claims.

74.3 The satisfaction of claims that belong to a subsequent class of lower priority may be
initiated only after the complete and full satisfaction of the claims of the previous class of
higher priority. If the amount available for payment for any class of claimsis insufficient to
provide payment in full, such claims shall be reduced in equal proportions.

74.4  Any proceeds remaining after claims of insurance policyholders and other creditors
have been paid shall be distributed among the shareholders or owners of the insurance
company or insurance intermediary in accordance with their rights.

Section 75
M iscellaneous Receiver ship Provisions

75.1 Employees and professional persons appointed to represent or assist areceiver or the
BPK in connection with a receivership shall not be paid amounts greater than are payable to
employees or agents of insurance companies or insurance intermediaries for smilar services
in Kosovo, except that the BPK may authorise payment at higher rates, if the BPK determines
that paying such higher rates is necessary in order to recruit and retain necessary personnel.

75.2 The BPK shall have authority to indemnify receivers and their agents for their actions
on such terms as the BPK deems proper.



Section 76
Final Reporting to the BPK

Once the proceeds for the sale of assets of the insurance company or insurance intermediary
have been distributed, the receiver shall provide areport to the BPK that includes a statement
of income and expense and sources and uses of funds during the period of receivership.
Upon approval by the BPK of the report, the BPK and the receiver shall be relieved of any
further responsibility in connection with the receivership of the insurance company or
insurance intermediary.

CHAPTER XI
ENFORCEMENT

Section 77
I nfractions, Penalties and Remedial M easures

The BPK may take one or more of the following actions with respect to an insurance
company or insurance intermediary if the BPK, in its judgment, determines that the company
or any of its administrators or holders of a significant interest have violated a provision of the
present regulation or subsidiary instruments issued hereunder or any rule or order of the BPK,
have violated any condition or limitation to an authorisation issued by the BPK, or have
engaged in unsafe or unsound business or insurance practices:

@ | ssue written warnings;

(b) Require the insurance company or insurance intermediary to increase the
frequency of financial reporting;

(© Prohibit the insurance company or insurance intermediary from renewing
existing insurance policies or issuing new policies,

(d) Impose limits and/or place restrictions on the operations of an insurance
company or insurance intermediary;

(e Issue a cease and desist order against the insurance company or insurance
intermediary;
) Impose civil penaltiesin accordance with section 78 of the present regulation;

(9) Order the insurance company or insurance intermediary to take supplementary
measures in order to preserve its assets,

(h) Require the insurance company or insurance intermediary to increase its
charter capitdl;

0] Require the insurance company or an insurance intermediary to submit a
remedial plan;

()] Appoint an adviser to the insurance company or insurance intermediary;



(k) Require that an audit firm of the insurance company or insurance intermediary
report directly to the BPK;

0] Appoint an external audit firm at the expense of an insurance company or
insurance intermediary and have the audit firm report directly to the BPK;

(m)  Appoint an actuary at the expense of the insurance company and have the
actuary report directly to the BPK;;

(n) Appoint atemporary administrator in place of current management of the
insurance company or insurance intermediary;

(o) Establish a special receivership to restore the insurance company or insurance
intermediary;

(p) Seize and take control of the insurance company’s or insurance intermediary’s

assets;
(@ Suspend the licence of the insurance company or insurance intermediary; and
" Revoke the licence of the insurance company or insurance intermediary.
Section 78

Civil Penalties

78.1 If the BPK determines that any insurance company or insurance intermediary, or any
director, officer, or employee of an insurance company or insurance intermediary, or any
receiver appointed under the present regulation has violated this regulation or any rule or
order issued by the BPK under the present regulation, the BPK may assess a civil penalty
against that person.

78.2 The BPK may assess acivil penalty against any person who harasses, hinders, delays,
impedes, intimidates, or exerts undue influence on BPK staff, or who attempts to do any of
these things.

78.3 The BPK may assess acivil penalty against any person who willfully interferes with a
recelver’s access to or control over the offices, books of account and other records, and other
assets of the insurance company or insurance intermediary in receivership for which the
receiver has been appointed.

78.4 A civil penalty imposed under this section shall not preclude application of other civil
remedies or criminal penalties as provided under the applicable law.

78.5 The BPK may issue rules setting out specific violations and civil penalties to be
imposed for such violations. Such penalties may range from 500 DEM to 50,000 DEM for
violations by individual persons and from 5,000 DEM to 1 percent (1%) of the insurance
company’s annual net premiums written for violations by insurance companies. For
violations by insurance intermediaries, penalties may range from 5,000 DEM to 1 percent



(1%) of annual net commissions. If there is a continuing violation, each day of violation may
be considered a separate violation, with a separate penalty assessed.

78.6 The BPK shall immediately deliver to the person against whom the civil penalty is
assessed written notice of the civil penalty and the factual determinations supporting the civil
penalty.

78.7 The person against whom the civil penalty is assessed under this regulation shall be
entitled to challenge the civil penalty in accordance with section 80 of the present regulation
within thirty (30) days of receiving the written notice, after which period the civil penalty
shall become immediately due and payable.

78.8 In proceedings brought by the BPK to enforce the civil penalty, the notice provided to
the person against whom the penalty is assessed shall evidence the person’s obligation to pay.

78.9  Any civil penalty imposed under this section shall be paid to the Kosovo Consolidated
Fund.

Section 79
Suspension and Removal of Persons Related to an Insurance Company or Insurance
Intermediary

79.1 If the BPK determines that any administrator, employee or holder of a significant
interest in an insurance company or insurance intermediary has.

(@ Willfully or repeatedly committed any violation of the present regulation or any
rule or order resulting in a material loss to the insurance company or financial gain to such
person; or

(b) Engaged in unsafe or unsound practices and has persisted in such violations or
practices following a written warning from the BPK;

the BPK may issue an order containing any or all of the following provisions:

(© Requiring the dismissal of the person from his or her position in the insurance
company or insurance intermediary;

(d) Prohibiting such person from serving in or engaging in the insurance business
for a stated period or for life;

(e Prohibiting the person from direct or indirect exercise of voting rights attached
to shares of the insurance company or insurance intermediary company;

) Requiring the person to dispose of all or any part of his or her direct or indirect
ownership interest in the insurance company or insurance intermediary or cease to hold a
significant interest in it; and

(9) Requiring the person to reimburse the insurance company or insurance
intermediary for losses caused by such violations.



79.2 If any such person is charged with any criminal offence, the BPK may issue an order
temporarily suspending such person from his or her position in the insurance company or
insurance intermediary, and, if applicable, suspending the exercise of voting rights of shares
in the insurance company by such person, pending the determination of the criminal case. A
dismissal of the criminal case or decision of not guilty on the merits shall not preclude the
BPK from taking any enforcement action with respect to a person authorised by the present
regulation.

79.3 No person may hold any position in, or participate in any manner in the conduct of the
activity of, any affiliate of an insurance company without the prior written approval of the
BPK, if such person is subject to an order of the BPK suspending or removing that person
from a position in an insurance company or insurance intermediary, prohibiting the exercise
of the person’s voting rights in shares of an insurance company, or requiring the person to
dispose of his or her ownership interest in an insurance company.

79.4 Inthe event that any person does not sell or dispose of voting shares of an insurance
company pursuant to an order issued under this section within the prescribed period of time,
the BPK may order that al the shares in the insurance company held by such person be
transferred to a trustee for sale at auction and the net proceeds, less expenses of sale, will be
remitted to that person.

Section 80
Judicial Review

80.1 Any person aggrieved by an order or civil penalty issued by the BPK under the
present regulation may petition a court of competent jurisdiction to review it. Such petition
shall be filed within thirty (30) days after the order or civil penalty has been issued to the
person. The court shall have the power to affirm, modify, or set aside such order or civil
penalty in whole or in part.

80.2 Inany proceeding in a court of competent jurisdiction concerning an order or civil
penalty issued by the BPK under the present regulation:

@ The court may set aside an order or civil penalty if the court determines that it
was issued in violation of the present regulation or otherwise in violation of the applicable
law, was beyond the jurisdiction of the BPK, was issued in violation of applicable procedural
requirements, or is not supported by substantial evidence;

(b) No actua or former official, employee, or agent of the BPK shall be liable for
damages or otherwise liable for acts or omissions performed in good faith in the course of his
or her duties; and

(© The order or civil penalty issued by the BPK which is the subject of any such
proceeding shall continue without restriction during the proceeding and any appeals or
judicial review unless stayed by a court of competent jurisdiction.



CHAPTER XI11
FINAL PROVISIONS

Section 81
Transtional Provisions

81.1 Aninsurance company is“acompany acceptable to UNMIK” within the meaning of
section 4 of UNMIK Regulation No. 1999/15 of 21 October 1999 on Temporary Registration
of Privately Operated Vehiclesin Kosovo if it is licensed by the BPK to issue third party
liability insurance, or if it is otherwise authorised to operate pursuant to the present
regulation.

81.2 Within thirty (30) days of the present regulation entering into force, al insurance
companies that are licensed under UNMIK Administrative Direction No. 1999/3
Implementing UNMIK Regulation No. 1999/15 and insurance intermediaries that are in
existence on such date shall submit to the BPK a completed application for alicence. Each
such insurance company and insurance intermediary that does not so apply within this period
shall, upon expiration of this period, cease business operations and be placed into
receivership under the chapter on Receivership in the present regulation. BPK may, prior to
the expiration of this thirty (30) day period, and for good cause, extend this period once for a
maximum of thirty (30) days.

81.3 Regardless of the period for existing companies to apply for alicence under section
81.2, BPK may at any time, for good cause, order a company to cease business operations

and place that company into receivership under the chapter on Receivership in the present

regulation.

81.4 Within ninety (90) days from the date it receives a completed application for an
insurance company or insurance intermediary licence, the BPK shall preliminarily approve or
deny it and notify the applicant of its decision in writing. Each company whose licence
application is denied shall cease business operations immediately and be placed into
receivership under the chapter on Recelvership in the present regulation.

81.5 When BPK grants a preliminary licence approva it shall enumerate the conditions for
the insurance company or insurance intermediary to continue in business and to receive a

licence. BPK may revoke a preliminary licence approval at any time where it determines that
the best interest of policyholders would not be served by the company continuing in business.

81.6 If aninsurance company or insurance intermediary fails, within ninety (90) days of
the decision to preliminarily approve alicence, to comply with the conditions to receive the
licence, the preliminary licence approval of the application shall expire. BPK may extend
this period once up to ninety (90) days for good cause.

81.7 Upon expiration or revocation of a preliminary licence approval the insurance
company or insurance intermediary shall be placed into receivership under the chapter on
Receivership in the present regulation.



Section 82
I mplementation

The Special Representative of the Secretary-General may issue administrative directions for
the implementation of the present regulation.

Section 83

Applicable Law

This regulation shall supersede any provision in the applicable law which is inconsistent with
it.

Section 84

Entry into Force

The present regulation shall enter into force on 5 October 2001.

Hans Haekkerup
Soecial Representative of the Secretary-General




