Insurance market:

New Regulation - What to Expect

Following the implementation in July 2020 of the so-called “split”, the National Bank of Ukraine (NBU or
Regulator) took over regulation of the insurance market. As the regulator, the NBU initiated a new Law on
Insurance (the Law), which was adopted by the Ukrainian parliament on 18 November 2021. Provisions of the
Law took effect on 19 December 2021 and will come into full effect on 1 January 2024.

The Law replaces the current insurance law, which dates back to 1996 and no longer meets current
requirements. Compared with the current law, the new regulation is more comprehensive, with certain aspects
to be regulated by future legislation.

The new progressive approach to regulation and oversight in Ukraine’s insurance market that the Law
introduces are in line with the best global and European practices.
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Insurance classes ggg
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TAa License to be issued for one Combining non-life and life License scope may be
@l or more non-life insurance I insurance activities is E expanded or narrowed
Y class or one or more life prohibited
insurance class

i
Insurer to meet requirements Es

Legal entity applying for license must meet requirements as follows:
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plan function
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Ownership Management

= UAH 32 million for

non-life insurers structure system

capital

> UAH 32-48
million

Must meet requirements of‘
international financial reporting
standards
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1 = UAH 48 million for
@ Jife insurers, certain
non-life classes and
reinsurance

For the following
three years as
well as for the

current year

@ Material participation @ Organisational structure and

owners must meet control system must meet
requirements provided requirements provided by the
by the Law Law
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Material participation owners = o

The Law introduces certain requirements for material participation owners in insurers and procedures
for the acquisition/increase of such participation.

a4

Who are they?

= 10%, 25% or 50% or more of the
insurer’s authorised capital or voting
shares (interest) and/or

Approval

= Significantimpact on the insurer’s
management and activity

Prior approval (without such
approval, the agreement is void) or

Subsequent approval of actually
acquired or increased material
participation (allowed in certain
instances)

Reputation and
finance

= Impeccable business reputation and

= Satisfactory property and financial
standing
Procedure

* Filing documents specified by the
Law

= Regulator to make its decision
within two months from receiving

Implications the full package of documents

= Applicant to be notified within five
days from date of the decision
In case of failure to seek NBU approval

for actually acquired or increased
material participation:

= Six months to fulfil the intent to
acquire/increase material
participation (in case of prior

= Restriction to use voting right and/or approval)

= Requirement to sell respective

shares (interests) . ( /

-
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Requirements to solvency ()

Calculation of solvency and minimum capital must be done according to one of the following approaches:

Solvency | °

Simplified

approach

Basic

approach

3 Solvency I

@ Insurer must take the basic approach provided that:

==a . ltslicense is obtained for life insurance & Financial performance indicators set by
B classes or non-life insurance classes ? the Law have been fulfilled in the last
Y 10-15 three consecutive years

changed to the simplified
approach only with NBU’s
permission

The basic approach may be ?
J

approach may be taken by all insurers
during the first three years after

As a transitory step, the simplified ®
I

:

1

enactment of the Law
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| 15
Insurer market exit

\l,.
\‘/ Voluntary market exit

Reorganisation Insurer’s board to approve draft exit plan
= Liquidation = Prior statement of approval from the
= Transfer of insurance portfolio Regulator
= Fulfilment of insurance portfolio * Insurer’s exit plan approved by its

General Meeting
= Regulator’s permit
= Exit plan implementation
= License cancellation

* Issues statement of approval of draft Regulator’s notice of completion of
market exit plan market exit procedure

= |ssues permitto exit the market

=B =I5

3:c Involuntary market exit

No outstanding liabilities

Involuntary market exit In case of no outstanding liabilities
at NBU’s decision under insurance agreements:

= Decision to cancel the license

= Claim with commercial court seeking
liquidation

In case of outstanding liabilities under If insurer is held insolvent:
insurance agreements:

= Decision to cancel the license

= Decision to cancel the license and to o ) .
= Application with commercial court to w

open bankruptcy proceedings

appoint provisional administration

= Claim with commercial court seeking
liquidation and appointment of
liquidator

Outstanding liabilities
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Regulation of insurer and insurance broker
activities

The Law provides comprehensive procedures for the activities of insurers and insurance brokers, in
particular:

Fundamental activity principles

Payment procedure under insurance
and reinsurance agreements

Procedure for paying consideration
and selling insurance products

Procedure and requirements to
persons selling insurance products

Procedure and system of
registration of insurance brokers

Various aspects related to insurance
agreements

Basic principles to calculate
insurance rates and insurance
premiums

Procedures and terms of insurance
premium payment

Oversight by Regulator /@

, .
= Signs of threatened breach of legal NBU’s corrective measures
requirements Regulator’'s recommendations to:
= Signs of threats to insurer’s = take actions
operations or financial position . . :
= refrain from taking any actions

= Failure to fulfil financial indicators
set by the Law for acceptable
regulatory capital

= Failure to meet solvency capital
requirement

Early intervention

= 19 early intervention measurers are
defined

= Breach of the Law, regulations, Corrective measures

requirements, decisions and 15 corrective measures to be used depending on:
instructions of the Regulator % = nature and cause of breach
= Risk activity l-. = general financial position of insurer

= assessment of possible adverse
consequences etc.
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Requirements to authorised capital and solvency with respect to certain

insurance classes

| BN Accident insurance (including for w ork-related accidents and occupational diseases)
@ e Health insurance (including medical insurance)

@ el Insurance for land motor vehicles (exceptfor railway vehicles)

@ e Railw ay vehicle insurance

--------------- Aircraftinsurance

© 00 N O 0o M W N P
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CLASSES
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*The condition does not include direct insurance activity with insurance class13, provided that insurer license contains restrictions and/or special aspects for such class
determined in the regulations of the Regulator which can substantiate the use of the sinplified approach to assess the solvency and minimum capital.

nin. solvency
authorised requirements
capital (approach)

@ ] Watercraftinsurance (seacraft, inland w aterway craft and other motorised or not motorised boats) e ey
@] e Transportation insurance (including cargo, luggage (cargo-luggage) e
- e Fire and natural disaster insurance i e
| - - Property insurance against other events caused by hailstorm, severe frost or other events, exceptforclass8events . e

**For the firstthree years after enactent of the Law, all insurers have a
right to use the sinplified approach to assess solvency.



For more information, please contact:

lllya Muchnyk Anna Kalinichenko
Counsel Senior Associate
+380 67 245 4054 +380 50 820 8049

illya.muchnyk@kinstellar.com anna.kalinichenko@kinstellar.com

Emerging Europe and Central Asia’s Leading Independent Law Firm

With offices in 10 jurisdictions and over 300 local and international lawyers, we deliver consistent, joined-up
legal advice and assistance across diverse regional markets — together with the know-how and experience to
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