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FOREWORD

This review of Slovenia by the Working Party of Governmental Experts on Insurance is part of a
series of reviews of national policies undertaken for the OECD Insurance and Private Pensions
Committee (IPPC). It was prepared as part of the process of Slovenia’s accession to OECD
membership.
The OECD Council decided to open accession discussions with Slovenia on 16 May 2007 and an
Accession Roadmap, setting out the terms, conditions and process for accession, was adopted on 30
November 2007. In the Roadmap, the Council requested a number of OECD Committees to provide it
with a formal opinion. In light of the formal opinions received from OECD Committees and other
relevant information, the OECD Council decided to invite Slovenia to become a Member of the
Organisation on 10 May 2010. After completion of its internal procedures, Slovenia became an OECD
Member on 21 July 2010.
The IPPC was requested to examine Slovenia’s position with respect to core principles related to
insurance and private pensions systems. The examinations were carried out by the Working Party of
Governmental Experts on Insurance (WPGEI) and Working Party on Private Pensions (WPPP). The
present report was finalised on the basis of information available in December 2009. It is released on
the responsibility of the Secretary General of the OECD.
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INTRODUCTION

This document has been prepared as part of the OECD’s work in relation to Slovenia's
application for accession to the Organisation. This document is meant to provide the basis for a
discussion of the Slovenian insurance market and its system of regulation and supervision, which will
assist the Working Party of Governmental Experts on Insurance (WPGEI) in forming a view on
Slovenia’s commitment to the following core insurance principles as laid out in the Accession
Roadmap [C(2007)104/FINAL]:


ensuring sound prudential regulation of insurance and reinsurance markets and protecting the
rights of policy holders and beneficiaries, and



relaxation of restrictions on cross-border trade, investment and establishment in insurance
services as required under the OECD Codes of Liberalisation.

This view will form the basis of a Recommendation to the IPPC.
The current document contains:
 an executive summary,


a description of the main features of the Slovenian insurance market,



a presentation of the insurance regulatory, supervisory and taxation framework,



a review of market access issues, and an assessment of the compliance on Slovenia’s laws,
regulation and policies against OECD Codes of Liberalisation, and



an assessment of the compliance on Slovenia’s laws, regulation and policies against other
insurance related OECD legal instruments.

This document has been prepared on the basis of the responses of Slovenia to the IPPC accession
questionnaire and follow-up questions (see document DAF/AS/ACS(2009)3/ADD2), Slovenia’s Initial
Memorandum (see document DAF/AS/ACS(2009)3/ADD1), a mission conducted in Slovenia on 1113 May, a first accession review meeting held by the WPGEI on July 8th 2009, the replies by Slovenia
to the letter sent by the WPGEI Chair on July 31st (see document DAF/AS/ACS(2009)3/ADD3 and
DAF/AS/ACS(2009)3/ADD4), as well as selected outside sources.
The section of this report dealing with market access and the OECD Codes of Liberalization take
account of the work of the Investment Committee (see DAF/INV/ACS(2009)1/REV1, and
DAF/INV/ACS/M(2009)1, which presents the Chair’s letter to Slovenian authorities).
The results of the WPGEI deliberations during the 8 July 2008 meeting were communicated to
the Chair of the Investment Committee on 9 September 2009.
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Amendments made since the last version of this report have been incorporated in this revised
version. Main amendments concern:
 the update of the statistical data;


some additional information about the current health insurance reform;



the description of the status and role of the ISA;



the corporate governance chapter;



market access issues.

The text includes a number of recommendations based on discussion at the last meeting of the
WPGEI and information subsequently received. These recommendations are identified by bold text in
boxes and listed in the executive summary.

10

EXECUTIVE SUMMARY

With a population of 2 million and rather low insurance density, Slovenia has a small insurance
market. The state still owns more than 60% of the market leader, Triglav Insurance Company,
and has important holdings in several other market players.
The market is concentrated, with 40% of market shares being held by the market leader, and 80% by
the four main insurers.
Despite a liberal regime, foreign participation remains limited; 91% of the insurance market is still
owned domestically.
The market enjoyed vigorous growth until 2008, drawn by a small (about 30% of premiums written)
but dynamic life insurance sector, which should also be spurred by the upcoming reform of the
voluntary pension system. 57% of total non-life insurance premiums in 2007 were still collected
through motor vehicle insurance. The importance of the voluntary health insurance market is another
striking feature of the Slovene insurance system.
Although the market is generally sound, the conjunction of the global financial crisis, the first national
recession in 17 years, the aggressive expansion of many Slovene insurers in South East Europe as well
as the growing exposure to natural disasters as evidenced by a series of heavy storms mid 2008 has
made the financial situation of some major players more vulnerable.
Prudential framework of the insurance market
Slovenia has a modern and easily adaptable regulatory and supervisory framework that was
upgraded to match European standards for Slovenia’s EU accession in 2004. It also benefits from
highly qualified senior staff within the Insurance Supervisory Authority and the Ministry of Finance.
These are key assets to cope with emerging challenges and achieve the remaining necessary reforms :
1) In line with international practice and with the objectives assigned to ongoing reforms, the
independence of the supervisory authority in the exercise of its functions should be
guaranteed, de jure and de facto, as well as legal protection and financial indemnity
against legal action. The insurance supervisor should also be able to recruit and retain
qualified insurance experts.
2) Consultation with relevant stakeholders as well as between the various ministries and
supervisory authorities involved in regulatory reform will need to be strengthened in order to
further improve the quality of the legislative and regulatory work;
3) Building on the recently adopted policy on corporate governance of state-owned enterprises,
further steps should be undertaken to ensure that insurance undertakings fully or partly
owned by the State are subject to best corporate governance practices, including a
framework for the nomination and selection of independent and qualified directors;
4) The functioning of supervisory boards should be improved towards increased efficiency and
effectiveness; boards should be endowed with extended powers and their responsibilities in
monitoring the operation of insurance undertakings should be clarified.
5) Risk-based supervision should be further developed in preparation for Solvency II
11

implementation;
6) Ownership, lending and risk sharing among the different financial entities need to be
monitored and managed to avoid excessive risk transfers from banks to the insurance
sector via the guarantee of bank loans to households;
7) Slovenia should develop and implement a state program on financial education in the
insurance field.
Market access and the Codes of Liberalisation
Slovenia has a generally liberal regime for direct investment by foreign insurers which can establish as
a subsidiary or branch in Slovenia. Both subsidiaries and branches benefit from national treatment,
i.e., they are treated in the same manner as insurance entities controlled by domestic investors.
While branching by foreign insurers is permitted in Slovenia, there are no branches of non-EEA
foreign insurers and nor have there been applications for branching by non-EEA insurers. As for EEA
insurers, three have established branches and five operate via subsidiaries. Most foreign insurers
established in Slovenia are Austrian-based.
EEA insurers are subject to the single passport rule which allows the freedom to provide services to
EU markets. For non-EEA insurers to establish a branch, prudential requirements and solvency
requirements that are the same as for local insurers, apply.
Slovenia permits the establishment of branches and agencies of entities providing other insurance
services and private pension providers.
Reinsurers can provide services in Slovenia through a branch or by cross-border transaction.
Authorisation from a prudentially sound third country or a standard in line to the EU’s is considered
sufficient.
Slovenia allows cross-border insurance transactions only with EEA insurers, or when the policy is
taken out at the initiative of the policyholder. Promotional activities by non-residents are not
permitted.
Slovenia’s position with regard to the insurance and private pension provisions of the Codes of
Liberalisation of Current Liberalisation of Capital Movements (CLCM) and Current Invisible
Operations (CLCIO) reflects the steps taken by Slovenia in response to the OECD recommendations.
As a result of the 5 October meeting of the Investment Committee, Slovenia is working on a
declaration to reaffirm its commitment to continue progress after accession in extending the benefits
of liberalisation beyond the European Economic Area to all OECD Members.
Position of Slovenia vis-à-vis other OECD Legal Instruments
Slovenia accepts all OECD legal instruments related to insurance. While Slovenia complies with most
recommendations, certain concerns remain in terms of the corporate governance of insurers and
financial education. As the insurance market of Slovenia has large state-owned insurers, the stateowned insurers should follow good corporate governance practices, to improve economic efficiency
and ensure a level playing field both domestically and internationally.
Recommendation of the Council on Guidelines for Insurers’ Governance [C(2005)45]
Slovenia accepts this Recommendation.
Slovenia’s corporate governance framework has been modernized over the last few years, and is still
under reform. A number of concerns need to be addressed to comply fully with the OECD Guidelines
for insurers’ governance:
12



Building on the recently adopted policy on corporate governance of state-owned enterprises,
further steps should be undertaken to ensure that insurance undertakings fully or partly
owned by the State are subject to best corporate governance practices, including a
framework for the nomination and selection of independent and qualified directors.



The functioning of supervisory boards should be improved towards increased efficiency and
effectiveness; boards should be endowed with extended powers and their responsibilities
in monitoring the operation of insurance undertakings should be clarified.

Recommendation of the Council on Assessment of Reinsurance Companies [C(98)40]
Slovenia accepts this Recommendation.
The duty to assess reinsurance companies to which insurance companies cede business as well as the
duty of reinsurance companies to disclose relevant information is prescribed in the Insurance Act.
Recommendation of the Council on Good Practices for Enhanced Risk Awareness and Education
in Insurance Issues [C(2008)22]
Slovenia accepts this Recommendation, with a timeframe for implementation until the end of 2010.
Slovenia does not have financial education programs that address insurance specifically, and should
consider general programs geared towards awareness.
 Slovenia should develop and implement a state program on financial education in the
insurance field.
Recommendation of the Council on the Establishment of a Check-list of Criteria to Define
Terrorism for the Purpose of Compensation [C(2004)63/REV2]
Slovenia accepts this Recommendation.
Slovenia notes that it has implemented the definition used in the International Convention for the
Suppression of the Financing of Terrorism, which is not completely in line with the proposed elements
of the Recommendation.
Recommendation of the Council on Good Practices for Insurance Claim Management [C(2004)62]
Slovenia accepts this Recommendation.
Appropriate claim management is prescribed by the Insurance Act as well as in the Code of Conduct
of the Insurance Association.
Recommendation of the Council concerning a Common Classification of the Classes of Insurance
Recognised by the Supervisory Authorities of the Member Countries [C(83)178]
Slovenia accepts this Recommendation.
The classification of insurance is prescribed in the Insurance Act and in line with the
Recommendation.
Recommendation of the Council concerning Institutional Co-Operation between Authorities of
Member Countries Responsible for Supervision of Private Insurance [C(79)195]
Slovenia accepts this Recommendation.
The exchange of information between supervisory authorities is dealt with in the Insurance Act.
Bilateral Memoranda of Understanding have been signed with five insurance supervisors.
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1. THE SLOVENIAN INSURANCE MARKET: MAIN FEATURES

1.1. Market structure
With € 2 019 million premiums written in 2008 1 , Slovenia’s insurance market is small: this
reflects the size of total population (approx. 2 million) as well as low levels of insurance density2 –
even though, as already underlined by the 2004 FSAP exercise, penetration3 is the highest among
transitional central European countries. 18 insurance undertakings currently operate on the
Slovenian insurance market4: 16 insurance companies and 2 reinsurance companies, totalling more
than 6000 employees. Since May 2009, three branches of foreign insurance companies are also
member of the insurance association.
1.1.1. Public sector's involvement
The high public sector involvement in the insurance industry is the most striking feature of the
Slovenian insurance market. In 2007, the World Bank estimated that the Slovenian government had
ownership control of about 60% of the sector5. According to the Ministry of Finance, public sector
involvement in the insurance industry would now lie at 40%6 , which corresponds to the market share
of the market leader, Triglav Insurance Company. The State currently holds about 63% of Triglav.
State ownership is indirect, typically via two State-owned entities, the Slovene Restitution Fund (SOD)
and the Pension Fund Management (KAD). The Government has also important, if not majority,
holdings in other leading companies: it holds 25% of Sava Reinsurance Company through the SOD,
and Sava Re itself holds 45.79% of Maribor Insurance Company, and 99.68% of Tilia Insurance
Company.
Although the state involvement in the insurance sector has been slightly decreasing over the last
few years, privatisation measures have been frozen because of the global economic crisis. An advisory
group has prepared a privatisation strategy for Triglav in particular, but it has yet to be carried out. The
privatisation strategy for Triglav contemplates that the government will keep a share at least equal to
25% plus one share.

1

Statistical Insurance Bulletin 2009, Slovene Insurance association (SIA), June 2009. Data based on total
premiums written by 14 insurance companies and two other SIA members: the PFM and FCE.

2

Density is calculated by dividing direct gross premiums by the population and represents the average insurance
spending per capita in a given country.

3

Penetration is the ratio of direct gross premiums to Gross Domestic Product (GDP), which represents the
relative importance of the insurance industry in the domestic economy.

4

The SIA also counts two other members: Kapitalska družba pokojninskega in invalidskega zavarovanja d.d. or
Pension Fund Management (KAD or PFM), and Sklad obrtnikov in podjetnikov or Fund for
Craftsmen and Entrepreneurs (SOP or FCE). They do not fully operate under the Insurance Act.

5

Slovenia: Pilot Diagnostic Review of Governance of the Insurance Sector, World Bank, May 2007.

6

Introduction statement by the Slovenian delegation at the 8 July meeting of the Working Party of Governmental
Experts on Insurance.
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Table 1: Shareholder structure of Triglav insurance company (30 June 2009)
Institute of Pension
Insurance
Restitution fund (SOD)

and

Invalidity

34,47% (these shares are under KAD (Pension fund
management)
28,13%

NLB d.d.

3,06%

4 smaller shareholders

5.93%

Shares floating on the stock exchange

28.41%

Main source: 2009 Statistical Insurance Bulletin, ISA.

Box 1: What are the Slovene Restitution Fund (SOD) and the Pension fund Management (KAD)?
7
How do they operate?
The Slovene Restitution Fund (SOD) was founded as a joint-stock company by the Slovene
Compensation Fund Act , to meet obligations to rightful claimants under various acts regulating the
denationalisation of property.
Its functions were then extended to settlement of obligations under the Act Regulating the Issuing of Bonds
in Compensation for Confiscated Property pursuant to Abrogation of the Penalty of Confiscation of Property and
the Act Establishing the Fund for the Payment of Compensation to the Victims of War and Postwar Aggression.
On 14th April 2007 the Act amending the return of Investments in the Public Telecommunications Network
Act entered into force. This act set that the Slovene Restitution Fund (SOD) is responsible for the recovery of
investments on behalf of the Republic of Slovenia. The name “Slovenian compensation fund” was changed in
“The Slovene Restitution Fund (SOD)”. The SOD is a holder of public powers on the basis of the Ownership
Transformation of Insurance Companies Act and the Act Establishing the Fund for the Payment of Compensation
to the Victims of War and Postwar Aggression. On the basis of the Act amending the return of Investments in the
Public Telecommunications Network Act, the SOD shall also, on behalf of the Republic of Slovenia, exercise the
recovery of investment in public telecommunications network of Telekom Slovenije (joint-stock company).
8

Like the Pension Fund Management, the SOD is de facto a financial conglomerate . Together, the two stateowned funds have holdings in several hundred companies, and more than 20 percent of shares in many major
corporations, including Triglav.
While the SOD will be phased out and its holdings sold before 2016, there has been so far no decision on
the future of its holdings in companies like Triglav. The winding-up of the fund may not automatically translate into
a privatisation of its stakes in insurance companies, since these holdings may also be transferred to another
public fund.
The Pension Fund Management (KAD or PFM) is a joint stock company whose sole funder and shareholder is
the Republic of Slovenia. KAD was established with the purpose of creating additional capital for pensions and
disability insurance by means of asset management. The evolution of pension legislation allowed KAD to
establish and manage mutual pension funds and pay pension annuities under the First pension fund and
vocational pensions under the compulsory supplementary pension insurance scheme. KAD is today one of the
most important providers of supplementary pensions insurances in Slovenia. It manages four pension funds and
one guarantee fund.

7

According to ISA information.

8

See: World Bank, May 2007.
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Table 2: Government Holdings in Insurance Sector
Company

Government Ownership (2006)9

Government Ownership (2009)10

Triglav

77% by SOD & KAD

62,6% by SOD and KAD

Sava Re

99% owned by SOD

25% owned by SOD

Maribor

97% by Sava Re (99% owned by SOD) &
SOD
99% by Sava Re (99% owned by SOD)

45,8% by Sava Re (25% owned by
SOD)
99,68 by Sava Ra (25% owned by SOD)

Tilia

1.1.2. Concentration of the market
In socialist times, the insurance sector was dominated by Triglav which had a 95% market share.
The company was broken up into five companies in 1990. Triglav now accounts for 40% of the
Slovenian insurance market11: 46% in life insurance, and 38% in non-life insurance (health insurance
excluded). The four largest insurance companies still account for 80.65 % of market shares.
Table 3: Market share of insurance companies
Name of the company

Market share in life insurance

12

Market share in non life insurance13

Total market share

Triglav

45.88%

37,83%

39,99%

Adriatic slovenica

3.22%

17.47 %

13.64%

Maribor

13.04%

13.50%

13.38%

Mutual

-

17,07%

12,48%

KD life

13.66%

-

3.67%

Tilia

2.15.%

4.16%

3.62%

Generali

3.82%

3.07%

3.27%

Triglav health

-

4.31%

3.15%

Merkur

7.35%

0.47%

2.31%

Grawe

4.84%

0.87%

1.93

NLB Vita

5.90%

0.11%

1.67%

SID – First Credit

-%

1.02%

0.74%

ARAG

-

0.11%

0.08%

0.01%

0.05%

Victoria-Volksbanken
0.15%
Source: Statistical Insurance Bulletin 2008

Membership of the Association is voluntary, except for companies operating in the compulsory
insurance in traffic.
9

World Bank, May 2007.

10

SIA, 2009.

11

SIA, 2009. Market shares based on total premiums written by 14 insurance companies that operated under the
Insurance Act in 2008.

12

Market shares based on total premiums written by main insurance companies that operate under the Insurance
Act and were registered in the SIA in 2008 (branch offices of Wiener Städtische as well as of Allianz
Hungaria Zrt, which both joined the association mid 2009, will be included in the 2009 data only).

13

Health insurance excluded.
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1.1.3. Legal forms of insurers
Slovenia allows insurance companies to be established as a public, limited company subject to
the Companies Act, or by a mutual insurance company.
There is however only one mutual insurance company: Vzajemna, the original health insurance
provider.
11 entities are composite insurers, 4 operate in life-insurance only and another 4 in non-life
insurance only. The market leader, Triglav Insurance Company, is a composite insurance company,
offering a wide range of insurance products.
Table 4: Composite vs. specialised insurance companies
Composite insurance companies

Specialised insurance companies

Triglav insurance company

Health Insurance Mutual: Vzajemna

Adriatic Slovenica insurance company

KD Life Insurance Company

Maribor insurance company

Triglav Health insurance company

Tilia insurance company

NLB Vita Life insurance company

Generali insurance company

SID – First Credit insurance company

Merkur insurance company

Arag Legal expense insurance company

Grawe insurance company

First Personal insurance company

Wiener Städtische insurance company (branch)

ERGO Insurance Company

Victoria-Volksbanken insurance company (branch)
Allianz Hungaria ZRT (branch)
Zürich Insurance Ireland LTD, global Corporate Ireland
Source: Statistical Insurance Bulletin 2008

According to the 2006 Financial Conglomerate Act and to EC Directive 2002/87 on the
supplementary supervision of credit institutions, the Triglav Group is the only financial
conglomerate in Slovenia. The group consists of 12 insurance undertakings, a bank (Abanka Vipa), a
pension company, management companies as well as non-regulated entities.
The law allows for the creation of other financial conglomerates. It is already expected that the
KD Group d.d, a holding company encompassing 30 subsidiaries, mainly involved in investment
management – it holds several investment funds and has recently created an investment bank - but also
active in insurance (via the KD life insurance company), tourism and several other industries, will
soon be identified as a financial conglomerate and thus be submitted to supplementary supervision.
Triglav is listed on the Ljubljana stock exchange since September 2008 and Sava Re since
April 2009. This submits both companies to greater transparency requirements. None of the Slovenian
insurance companies are listed on a foreign stock exchange.
1.1.4. Foreign participation
Five foreign companies operate in Slovenia via subsidiaries and two have established
branches in 2005. In 2006, the 7 foreign owned insurance companies held a total market share of
17

8.5%. This market share increased in 2007 and decreased again in 2008 to reach 8.69% (including
premiums from NLB which is half foreign owned). In 2007, Allianz established a branch via Allianz
Hungary, after aborted discussions on a takeover of Triglav.
Most foreign insurance companies established in Slovenia are Austrian-based. The ISA has not
received any application for authorisation of non-EU branch so far.
The accession of Slovenia to the European Union, in May 2004, translated into greater
competition of insurance undertakings from other EU Member States. In 2005, foreign undertakings
collected direct insurance business premiums amounting to € 8,780.1 thousand. The major share was
collected by UK insurance companies. In 2006, 265 foreign insurance companies were providing
cross-border insurance services in Slovenia. The SIA estimated that about €4 millions (0.2%) of gross
written premiums were collected under the FOS system in 2008.
Table 5: Branches and subsidiaries of foreign insurance companies mid 2009
Subsidiaries of foreign insurance companies

Branches of foreign insurance companies

Generali insurance company

Victoria-Volksbanken insurance company

Merkur insurance company

Wiener Städtische insurance company

Grawe insurance company

Allianz Hungaria ZRT

Arag Legal expense insurance company
ERGO Insurance Company

Gross written premiums collected by Slovene insurers outside of Slovenia, via subsidiaries,
branches or FOS, remains marginal (0.08% of the premiums collected in Slovenia).
1.2. Evolution of the insurance sector
1.2.1. General market trends
The Slovenian insurance market has grown significantly over the last few years. The gross
insurance premiums written in 2008 amounted to € 2 019 million, (+6.6 % as compared to 2007).
Between 2005 and 2006, the increase in grow written premiums was 11.4%, and nearly 10% for the
following years.
The share of insurance activity in GDP (insurance penetration) reached 5.67% in 200614, and
fell to 5.44 in 2008. It is still lagging behind the OECD average, mostly on account of the modest life
insurance premiums. While non-life insurance penetration ratio was comparable to OECD average in
2006, life insurance penetration ratio was 1.4% (1.73% in 2008), as compared to 4,47% on
average in the OECD area, for the same year.

14

SIA, 2009.

18

Figure 1: Penetration of insurance: comparison with OECD countries in 2007
Premiums/GDP - Total / Primes/PIB - Total (As a percentage of GDP / En pourcentage du PIB)
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Insurance density on the Slovenian insurance market has consistently increased. In 2006,
Slovenes spent an average € 859 on insuring themselves and their property. The year-to-year growth
of insurance density was 11%, and as much as 45% compared to 2002. In 2008, expenditure on
insurance per capita was € 990.
Figure 2: Density of insurance: comparison with OECD countries in 2007
Premiums per capita - Total / Primes par tête - Total (US dollar per inhabitant / Dollar des EU par habitant)
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Table 6: Annual expenditure on insurance per capita
Year

Premium (€ 1000)

Population (as at 30 June)

Expenditure per capita (€)

Growth (index)

2002

1,178,845

1,995,718

591

115.8

2003

1,275,102

1,996,773

639

111.6

2004

1,456,887

1,997,004

730

116.8

2005

1,549,167

2,001,114

774

106.3

2006

1,725,304

2,008,516

859

111.0

2007

1,893,980

2,019,406

938

109.2

2008

2,018,960

2,039,399

990

105.6

Source: SIA, SORS
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Until mid 2008, vigorous growth had been recorded in life insurance. In 2007, for the first
time, life assurance linked to investment fund units (for which the insured are bearing the investment
risk) represented the largest share of premiums . In 2008 however, property insurance premiums
grew faster (+7,1%) than life insurance premiums, which achieved a 5.5% growth (as compared to
12.7% in 2007) and represented 31.8% of all premiums15.
Table 7: Development of the Slovenian insurance market (amounts in Euros 1000)
Insurance
Premiums
Year

TOTAL

life

Claims
non-life

TOTAL

Claim ratio (%)

life

non-life

TOTAL

life

Annual growth rate *

non-life TOTAL

life

non-life

2002

1,178,845 267,436

911,409

714,668

90,485

624,183

60.6

33.8

68.5

116.1

123.2

114.1

2003

1,275,102 305,003

970,099

790,866 114,106

676,760

62.0

37.4

69.8

111.7

117.8

109.9

2004

1,456,887 429,013

1,027,874

931,938 189,003

742,935

64.0

44.1

72.3

116.8

143.8

108.3

2005

1,549,167 464,834

1,084,334

874,895 136,348

738,547

56.5

29.3

68.1

106.6

108.6

105.7

2006

1,725,304 540,655

1,184,649

949,076 149,088

799,988

55.0

27.6

67.5

111.4

116.3

109.3

2007

1,893,980 609,266

1,284,714 1,023,300 161,828

861,472

54.0

26.6

67.1

109.8

112.7

108.4

2008

2,018,960 642,653

1,376,307 1,204,208 177,589

1,026,619

59.6

27.6

74.6

106.6

105.5

107.1

* Premium growth index (excluding the inflation rate). Including the inflation rate of 2.1% (Dec. 2008/ Dec. 2007)
based on HICP, total insurance premium for 2008 would be € 1,977 billion and premium growth index would be 104.41.

Reinsurance
Premiums

Claims

Year

TOTAL

life

non-life

TOTAL

life

2002

126,451

1,047

125,404

64,657

728

2003

140,894

1,007

139,887

73,459

2004

148,905

953

147,952

2005

161,361

1,007

2006

180,619

2007
2008

Claim ratio (%)
non-life

Annual growth rate *

TOTAL

life

non-life

TOTAL

life

non-life

63,929

51.1

69.6

51.0

132.0

113.9

132.2

567

72,892

52.1

56.6

52.1

115.1

99.2

115.2

81,805

241

81,564

54.9

25.4

55.1

108.1

97.0

108.1

160,354

78,671

222

78,449

48.8

22.0

48.9

108.6

105.7

108.6

642

179,977

101,767

252

101,515

56.3

39.3

56.4

111.9

63.8

112.2

206,165

704

205,461

115,181

302

114,879

55.9

42.9

55.9

114.1

109.7

114.2

241,738

724

241,014

200,375

162

200,213

82.9

22.4

83.1

117.3

102.8

117.3

* Premium growth index (excluding the inflation rate). Including the inflation rate of 2.1% (Dec. 2008/ Dec. 2007)
based on HICP, total insurance premium would be € 1,977 billion and premium growth index would be 104.41.
Source: SIA, SORS

15

SIA, 2009.
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Table 8: Gross insurance and reinsurance premiums written, annual growth and shares in GDP*
(amounts in Euro 1000)
Total premiums
Year

Insurance

Growth**

Share in GDP (%)

Reinsurance

Growth**

Share in GDP (%)

2002

1,178,845

116.1

5.07

126,451

132.0

0.54

2003

1,275,102

111.7

5.26

140,894

115.1

0.58

2004

1,456,887

116.8

5.63

148,905

108.1

0.58

2005

1,549,167

106.6

5.66

161,361

108.6

0.59

2006

1,725,304

111.4

5.67*

180,619

111.9

0.59*

2007

1,893,980

109.8

5.49*

206,165

114.1

0.60*

2008

2,018,960

106.6

5.44

241,738

117.3

0.65

Growth**

Share in

Life insurance premiums
Year

Insurance

Growth**

Share in

Reinsurance

GDP (%)

GDP (%)

2002

267,436

123.2

1.15

1,047

114.1

0.00

2003

305,003

117.8

1.26

1,007

99.3

0.00

2004

429,013

143.8

1.66

953

96.8

0.00

2005

464,834

108.6

1.70

1,007

105.9

0.00

2006

540,655

116.3

1.78*

642

63.8

0.00*

2007

609,266

112.7

1.77*

704

109.7

0.00*

2008

642,653

105.5

1.73

724

102.8

0.00

Non-life insurance premiums
Year

Insurance

Growth**

Share in GDP (%)

Reinsurance

Growth**

Share in GDP (%)

2002

911,409

114.1

3.92

125,404

132.2

0.54

2003

970,099

109.9

4.00

139,887

115.2

0.58

2004

1,027,874

108.3

3.97

147,952

108.1

0.57

2005

1,084,334

105.7

3.96

160,354

108.6

0.59

2006

1,184,649

109.3

3.89*

179,977

112.2

0.59*

2007

1,284,714

108.4

3.73*

205,461

114.2

0.60*

2008

1,376,307

107.1

3.71

241,014

117.3

0.65

* The shares of premiums in GDP are calculated in terms of the SORS's estimation of the size of GDP at current prices for
2008. For the year 2006 and 2007 the corrected data for GDP is used.
** Premium growth index (excluding the inflation rate).
0.00 - value not zero but less than 1/100 %
Source: SIA, SORS
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Table 9: Annual growth rates of gross premiums written and claims paid of insurance classes
(amounts in Euro 1000)
Insurance class

Gross premiums written
2008

2007

Growth
(I 08/07)

Gross claims*
2008

2007

Claims ratio
Growth
(I 08/07)

2008 2007

TOTAL

2.018.960 1.893.980

106,6

1.204.208 1.023.301

117,7

59,6

54,0

NON-LIFE TOTAL

1.376.307 1.284.714

107,1

1.026.619

861.474

119,2

74,6

67,1

Accident

111.653

108.027

103,4

44.102

42.613

103,5

39,5

39,4

Health

389.574

368.026

105,9

322.312

294.221

109,5

82,7

79,9

Land motor vehicles casco

218.531

191.688

114,0

189.238

146.940

128,8

86,6

76,7

Railway rolling stock casco

2.163

2.022

107,0

1.134

1.050

108,0

52,4

51,9

Aircraft casco

1.720

1.355

126,9

377

398

94,7

21,9

29,4

Ships (sea, lake and river vessels) casco

1.763

1.581

111,5

1.948

1.167

166,9

110,5 73,8

Goods in transit

8.156

7.916

103,0

2.590

2.994

86,5

31,8

Fire and natural forces

82.903

78.895

105,1

96.036

47.599

201,8

115,8 60,3

Other damage to property

114.756

96.748

118,6

118.812

73.243

162,2

103,5 75,7

Motor vehicle liability

336.265

329.925

101,9

184.291

182.187

101,2

54,8

55,2

37,8

Aircraft liability

1.551

1.180

131,4

500

36

1.388,9

32,2

3,1

Liability for ships
(sea, lake and river vessels)

1.094

979

111,7

103

117

88,0

9,4

12,0

Other liability (general,...)

47.871

43.066

111,2

35.895

33.604

106,8

75,0

78,0

Credit

40.775

39.654

102,8

21.880

28.307

77,3

53,7

71,4

Suretyship

1.125

987

114,0

1.533

974

157,4

136,3 98,7

Miscellaneous financial loss

5.939

5.610

105,9

2.686

3.672

73,1

45,2

65,5

Legal expenses

3.290

2.656

123,9

137

102

134,3

4,2

3,8

Tourist assistance

7.178

4.399

163,2

3.045

2.250

135,3

42,4

51,1

LIFE TOTAL

642.653

609.266

105,5

177.589

161.827

109,7

27,6

26,6

Life insurance

229.908

235.484

97,6

138.096

130.590

105,7

60,1

55,5

Insurance for paying out at marriage
and birth

688

704

97,7

326

209

156,0

47,4

29,7

Life assurance related to
investment funds units

383.339

355.895

107,7

37.274

29.574

126,0

9,7

8,3

Tontine

-

0

-

-

-

-

-

-

Capital redemption insurance

28.718

17.183

167,1

1.894

1.454

130,3

6,6

8,5

Insurance of income loss caused by
accident or illness according to ZZavar

-

0

-

-

-

-

-

-

Pension insurance under ZPIZ-1**

163.935

138.227

118,6

21.557

20.256

106,4

13,1

14,7

Additional health insurance according to
IA (Art. 3, ch. 7) ***

379.388

359.096

105,7

319.865

292.242

109,5

84,3

81,4

Additional insurance ****

48.924

44.472

110,0

21.873

21.511

101,7

44,7

48,4

* Claims without assessment costs.
** Insurance is already included in appropriate type of life insurance.
*** Insurance is already included in health insurance.
**** Insurance is already included in life insurance.
Source: SIA
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The claim ratio deteriorated from 54% in 2007 to 59.6% in 2008, due to catastrophic weather
conditions, as well as to the global financial crisis to a lesser extent, since the crisis really impacted the
country only in 2009. These events also weighed on the accounts of reinsurance companies, who had
to pay 75% more claims than in 2007.
As highlighted in the 2007 World Bank Pilot Review16, historical returns on equity of the major
Slovene insurance companies have been rather low as compared to peer countries. Efficiency is also
rather low, due to the excessive number of clerical workers and expensive retail networks, weak IT
support, as well as low yield investments of risk-adverse companies.
After the adoption of the Insurance Act in 2000, some companies turned out to be in need of
supplementary capital under the new increased capital requirements. Nevertheless, all the existing
insurance companies succeed to reach this higher capital requirement with fresh capital from existing
owners. There have been two cases of insolvency since 2000. The first company merged by
acquisition to another insurance company and the second one succeeded to reach capital requirements
for the first time in the year 2007.
According to ISA, in 2006, the equity financing rate17 was 17% for insurance undertakings, and
30% for reinsurers, while the net return on equity was respectively 10 and 16% for the same year. The
share of operating expenses in gross premiums written in non-life insurance was 21% for insurers, and
19% for reinsurers.
At the end of year 2007, the required minimum capital amounted to € 175.1 million for non-life
insurance, € 85.9 million for life insurance and € 26,1 million for reinsurance; the surplus of
available capital was € 91 million for non-life insurance, € 59 million for life insurance and € 54.9
millions for reinsurance undertakings. Since the end of 2008, two companies had to be recapitalised.
According to an audited annual report 2008, Zavarovalnica Triglav (Triglav Insurance Company parent company) has made a € 15 million profit for 2008, despite a 65% drop in profit due in particular
to claims related to summer storms18.
In a financial system largely dominated by banks, which represented 73% of financial assets in
2007, pension funds and insurance companies represent about 10% of financial assets. Their relative
importance is however growing, partly due to population ageing.
1.2.2. Main insurance products
Property and casualty insurance remains the largest insurance line. Non-life premiums totalled €
1 376 million or 68 % of all collected premiums in 2008. More than 85 % of non-life insurance
premiums (excluding voluntary health insurance) were collected from five insurance classes: motor
vehicle liability insurance, land vehicle motor insurance, accident, other damage to property insurance,
and fire and natural forces insurance. In 2007, almost 57 % of total non-life insurance premium was
collected through motor vehicle insurance.

16

For more details on this review see 2.2.4.

17

Share of own capital participation in the overall financing (liabilities).

18

The 2008 annual report of the Triglav group reveals that the profit of the group has decreased sharply in 2008,
from 54 458 346 for 2007, to 1 559 610 for 2008.
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Box 2: How is the current crisis of the financial system affecting Slovenia’s insurance market?
Slovenia initially held up well against the global crisis but economic growth turned sharply negative in 2009.
As underlined in the March 2009 IMF Article IV Consultation on Slovenia, the global crisis has been increasingly
affecting the Slovenian economy since the end of 2008, through decelerating investment and foreign demand.
19
Economic growth rate in 2008 (+3,5% in real terms) almost halved as compared to 2007 , While its major trading
partners entered in recession and external loans became less readily available, Slovenia’s economic outlook
20
started to deteriorate mid 2008 , Slovenia fell into its first recession in 17 years in 2009: EBRD forecasts a 7.8%
decline in GDP for 2009. The value of insurance and reinsurance companies’ financial investment deteriorated in
the second half of 2008 (especially equity securities, investment coupons and debt securities) as well as the
growth in investment life insurance premiums: most affected segments were life insurance, but also particular
21
non-life markets such as third party motor insurance due to a slump in the number of car registrations .
Yet, the impact of the global financial crisis on the insurance industry has been more limited than on other
parts of the financial sector, and banking sector in particular. The investments of insurance companies are spread
and diversified and exposure to individual issuer is limited. The exposure of insurers to Lehman Brothers and AIG
was less than half percent of all investments, and the insurance sector did not have any exposure to Madoff. In
response to the crisis, ISA has intensified company monitoring by requiring quarterly and sometimes monthly
reporting on investment and assets covering technical provisions in particular, as well as solvency position for
certain insurance companies. It has issued a recommendation to insurance companies on the evaluation of
investments (and impairments specifically) in accordance with IFRS and the IASB recommendation.
The first strategic decision of insurance companies to the crisis was to stop expansion in South East
Europe, which was conducted at a rapid pace over the last few years, and sometimes with insufficient capital, in
countries where regulatory and supervisory requirements remain below European levels. Insurers also adapted
their investment pattern to market environment so as to increase investments in government securities and bank
deposits.
The economic climate is currently showing some signs of improvements, and Slovenia came out of
22
recession in the second quarter of 2009, according to recent indicators .

Life insurance premiums represented about 30% only (€ 642.7 million) of the gross insurance
premiums written in 2008, contrasting with many developed countries’ market where the insurance
premiums are often shared more or less equally between life and non-life. While underdeveloped, life
insurance has been the most dynamic segment over the last eight years, due in particular to the
launching of several new insurance products such as voluntary pension insurance according to the
Insurance Act – ZZavar and the Pension insurance Act - ZPIZ-123. At the end of 2007, four members
of the Slovenian Insurance Association: the Pension Fund Management (17.8% market share), Triglav,
Generali and Adriatic-Slovenica represented 20.8% of the additional pension insurance market (the
remaining 79.2% being covered mainly by pension companies and First Personal Insurance company
and to a smaller extend by 6 pension funds). Although discussions on related legislative changes are
still at an early stage, the upcoming voluntary pension reform might increase coverage and raise
contributions, to ensure higher savings accumulations. Insurance companies, which play a big role
both in managing savings and as providers of annuities, would benefit from these expected changes.

19

SIA, 2009.
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For more details, see Slovenia, accession review, DAF/CMF/ACS(2009)7/REV1.
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Slovenia Insurance report Q3 2009, Research and Markets.
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See DAF/CMF/ACS(2009)7/REV1.
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Voluntary supplementary pension may be provided by life insurers as well as specialised pension companies
or mutual funds. Tax benefits are granted to voluntary pension products only.
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In 2007, the largest share in life insurance was achieved by the popular life assurance linked to
investment fund units, which accounted for 46,3% of gross insurance premium written in life
assurance. The second largest share is life assurance class with 45 % of the total premium. The unitlink market has however started to decline in mid 2008 and virtually collapsed in 2009. Capital
redemption insurance also developed over the same period.
Another specificity of the Slovenian market is its highly developed private health insurance,
comparable to that of the most mature OECD insurance markets. It accounted for nearly 20 % of
insurance premiums in 2008 (i.e. € 389,6 million).

Box 3: Health insurance in Slovenia
At the end of the 1990s, it became clear that the Slovenian public health insurance system was not
financially sustainable, although the percentage of salaries allocated to the financing of the health insurance
system in Slovenia is amongst the highest in the EU. It was therefore decided that the private sector should bear
part of the health insurance risk and a public-private mix system of health insurance coverage was introduced.
Three companies operate in the health insurance line. Vzajemna, the health insurance mutual that used to be the
only voluntary health insurance provider, still leads the market and covers half of the Slovene population. Triglav
and Adriatic Slovenica entered the market more recently. An equalisation scheme was subsequently introduced,
to iron the differences in the policyholders’ profile of the three private health insurers, and alleviate the financial
pressure on the provider with an older policyholder population (i.e. Vzajemna, to which €8 million were refunded
in 2008).
According to provisions of the Slovenian Health Care and Health Insurance Act (hereinafter: the HCHIA), the
health insurance in Slovenia is divided between compulsory and voluntary health insurance.
The compulsory health insurance includes insurance against sickness and injury outside work, and
insurance against injury at work and occupational diseases.
It provides to the insured persons the following rights defined in the HCHIA:
- payment for health services;
- compensation for temporary absence of the work;
- funeral and death and
- reimbursement of travel expenses relating to the use of health services.
The compulsory insurance provides a generous 95 to 100% coverage for a long list of prevention, detection
and treatment services; children, students and pregnant women benefit of special guarantees.
Other treatments, such as continuation of hospital treatment, are reimbursed to various degrees, from 50 to
75% of the value of the treatment.
Voluntary health insurance covers the costs of insured health care and related services, supply of
medicines and medical-technical devices, and the payment of the agreed cash compensation in the event of
illness, injury, or a specific health condition. Such insurance may be implemented by the insurance companies
which meet the conditions laid down under the HCHIA and under insurance law. The voluntary health insurance is
classified under health insurance and group non-life insurance. It may encompass the following types of voluntary
health insurance:
- complementary health insurance that covers the difference between the value of health services and the
part covered by the compulsory health insurance, or part of this difference;
- alternative health insurance, which, up to the extent of compulsory health insurance, covers the costs of
health care and related services and supply of medicines and medical-technical aids to persons, who cannot be
obliged to be insured under compulsory health insurance;
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- additional health insurance to cover the costs of health care and related services and supply of medicines
and medical-technical devices, and for the payment of cash benefits, which do not form part of the rights of the
compulsory health insurance, and is neither complementary nor alternative health insurance;
- parallel health insurance, which covers the costs of health care and related services and supply of
medicines and medical-technical devices, which are covered under the compulsory health insurance, but are
exercised by other procedures or other conditions, as required under the compulsory health insurance.
Complementary health insurance represents 97% of premium collected for voluntary health insurance in
Slovenia.
Table 10 : The shares of the premium collected from the complementary health insurance and other types
of voluntary health insurance in Slovenia in years from 2005-2008
2005

2006

2007

2008

2 6 434.620

336.936.296

368.025.794

389.573.939

100%

100%

100%

100%

Complementary health
insurance

98,10%

98,23%

97,57%

97,39%

Other types of voluntary health
insurance

1,90%

1,77%

2,43%

2,61%

Total premium collected from
voluntary health insurance (€)
Voluntary health insurance

Voluntary Insurance premium levels have been under strict political and Trade Union oversight.
The Slovenian voluntary health insurance market appears as a rather unattractive segment, due to the
limited opportunity for profits, State involvement as well as regulatory uncertainty.
Since the beginning of 2009, the reform of the health insurance system has been high on the political
agenda again. To respond to the economic crisis, it was first decided in August 2008 that the Slovene state would
cover 100% of the health insurance costs of the very low income population. As a result, the most vulnerable part
of the population (about 40 000 persons) is not affiliated with the private health insurance system anymore.
Lastly, a new draft law is currently under discussion, which foresees a more radical change in the
management of the voluntary health insurance market. The health insurance reform project consists of two
legislative proposals: the first are the amendments to the Health Services Act, which will be submitted to further
reconciliation procedures at the end of 2009. The second are the amendments to the Health Care and Health
Insurance Act, which is, however, still only in a drafting stage. With regard to the contents of the latter, according
to Slovene authorities, the amendments would be primarily intended to abolish some inconsistencies with the
European legislation, particularly directives 73/239/EEA and 92/49/EEA, and to the operation and governance of
mutual insurance companies (there is currently one insurance mutual in Slovenia), providing supplementary
health insurance.

The main compulsory insurance line in Slovenia is motor third party liability insurance, which
is regulated by a special set of directives. With 1/4 of gross written premium income, Triglav
Insurance Company is the main provider.
Other compulsory lines are the following:


Compulsory architect liability insurance



Compulsory liability insurance for physicians



Compulsory liability insurance for lawyers



Compulsory liability insurance for auditor companies



Compulsory liability insurance for insurance agencies
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Compulsory insurance for notaries liability



Compulsory liability insurance for geodesic companies



Compulsory liability insurance for alpine guides.

1.2.3 Reinsurance
The Slovenian reinsurance market was liberalised in 2004. Before that date, cession to local
providers was de facto nearly compulsory as insurers could only reinsure abroad risks that the local
market did not have the capacity to cover. As opposed to the situation prevailing in many transitional
central European countries, where the local reinsurers could not face the competition of major
international players, Sava Re, the historical Slovenian reinsurer, still holds more than half of the
reinsurance market (and three quarters of the life reinsurance market). The company benefits from a
high rating and appears to provide competitive offers on markets segments such as large risks. It also
serves as an intermediary between small local insurers and international reinsurers. It cedes about 15%
of its risks. Sava is a sound and profitable company.
Triglav Insurance Company has established a captive insurer (Triglav Re) in 1998, which covers
most of its reinsurance needs.
Table 11: Market share of reinsurance companies in 2008 (based on total premiums written)
Name of the company
Sava
Triglav Re

Total market share
55.74%
44.26%

Source: SIA, 2008

The two local market players wrote about € 242 million gross reinsurance premiums in 2008,
increasing by 17.3% the amount of premiums collected the year before. Property insurance accounted
for 99.7% of the reinsurance portfolio. 60 % of premiums are devoted to cover risks from the local
market.
2008 was a difficult year for reinsurers as well. The harmonisation of their accounting with IFRS
norms, real capital losses due to the financial crisis (and collapse of Lehman Brothers), extraordinary
storms and hail translated into a €8 million loss for Sava Re – the first loss in its history. The claim
ratio deteriorated sharply, from 55.9% in 2007 to 82.9% in 2008.
1.3. Distribution channels
In 2006, tied agents collected 44,8% of premiums, multiple agents ranked second with 19,5% of
premiums collected, while brokers collected 10.0% of all gross written premiums and other channels
8,1%. Insurance companies’ direct network collected 14.8% of all gross written premiums, while sale
counters in banks and post offices collected 2.8% of all premiums. Other distribution channels (car
vendors, motor association’s network, direct post) were less effective 24. Distance sales (telephone,
internet) remained marginal with only 0.1% of premiums collected.
Recent cross holdings between banks and insurance companies gave rise to large potential bank
assurance distribution networks, but the local population is used to dealing with the traditional

24

SIA, 2007.
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network of tied agents and, to date, bank-insurance has not changed the structure of the insurance
distribution system in Slovenia as in other neighboring countries.
According to the law, intermediaries have to receive a formal training. Education programs are
provided by the insurance association. However, some companies would still tend to employ
unlicensed intermediaries.
1.4. Insurance association
The Slovenian Insurance Association is a non-profit organisation of Slovenian insurance
companies founded in 1992. Membership of the Association is open to (domestic and foreign)
insurance companies involved in contract insurance in the Republic of Slovenia and which are
registered or have a branch in the Republic of Slovenia or are established in a member state of the EU
and are involved in contract insurance in the Republic of Slovenia by exercising the freedom to
provide services. Association membership is also open to other organisations where this is in the
interest of the insurance industry.
The Association represents common and individual interests of its members vis a vis state bodies
and other organisations, cooperates with different organisations for the purpose of promoting the
development of insurance, collects, processes, publishes and supplies pooled statistical data on
insurance activities, organises training for members and for independent intermediaries as well as an
annual meeting for the insurance profession, carries out tasks and activities in the common interest of
its members. The Association also performs activities prescribed by the law. In particular, the
Association:


carries out tasks arising from international agreements on the third party liability insurance
of motor vehicle owners, and represents insurance companies in international organisations
dealing with this type of insurance,



performs the functions of a guarantee fund, i.e. it pays compensation to injured parties for
damage caused by uninsured or unidentified vehicles, trailers, uninsured aircraft and other
aviation devices and uninsured boats, pays compensation for damage caused to passengers in
public transport by an uninsured means of public transport, and pays the proportion of
compensation not paid from the bankruptcy estate of an insurance company undergoing
bankruptcy and which is obliged to pay compensation,



adopts statistical standards in insurance,



organises training courses and examinations for insurance agents and brokers, and



performs the functions of a compensation body and information centre.

In 1999 it issued an Insurance Codex which is an initial attempt of self-regulation by the
insurance industry. It was amended several times, and for the last time in 2004. The Codex currently
covers basic insurance principles and issues such as consumer protection or information disclosure.
The insurance ombudsman, created within Insurance Association as an independent body, is
competent for dealing with code violations as regards relations between customers and insurance
undertakings. The Court of Arbitration by the Insurance Association is competent for dealing with
code violations as regards relations between insurance undertakings.
The Association is also consulted on most insurance-related draft legislation, and cooperates
regularly with the ISA and Ministry of Finance. At present, these tasks are carried out by 15 full-time
employees.
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One of the most important tasks of the SIA is the fulfillment of obligations from international
treaties and agreements concerning insurance issues not within state competence. One example is the
Internal Regulations regarding the green card (international document on insurance of motor
vehicles against liability for damages caused to third parties in domestic and foreign traffic). The
duties deriving from this agreement are carried out by the Green Card Bureau, which is an
independent unit of the Association. The association also runs the guarantee fund for people injured by
non-insured and non-indentified drivers. Following the EU accession, SIA has undertaken the tasks of
Information Centre and Compensation Body in the area of compensation of victims of cross border
traffic accidents.
Membership of the Association is voluntary – except for companies operating in the
compulsory insurance in traffic (i.e. MTPL insurance, TPL insurance of aircraft or other aviation
device owners, TPL insurance of boat owners and accident insurance of passengers in public transport)
which are required to join the guarantee fund. Membership of the SIA has grown continuously since
its establishment.
There is currently no brokers’ association in Slovenia.
1.5. Main challenges and risk exposure
1.5.1. Challenges
Despite recent development, the Slovenian insurance and pension market remains
underdeveloped. Capital markets are limited in depth and liquidity, and therefore remain unattractive
for foreign investors, and for most local companies that opt for relatively cheap bank loans as a source
of funds. The fact that most Slovenian insurance companies are not rated and the complicated process
for issuing corporate bonds are further obstacles in the development of the corporate bond market. The
insurance sector’s main investment is therefore in bank equity and debt securities (17.83%)25.
Insurance and pension assets are also invested outside Slovenia (EU and OECD), limiting the role
of these companies as institutional investors in the national economy.
Only Triglav and Sava Re in the insurance sector, and none of the pension companies, are
listed on the stock exchange, which considerably limits the investment opportunities in Slovenian
capital markets and prevents national companies to take advantage of the integration in global
financial markets.
1.5.2. Main risk exposure of the insurance sector
Slovenia is highly exposed to natural disasters. Slovenia has a major earthquake exposure, and
the capital itself, Ljubljana, is built on one of the most active seismic areas. Slovenia is also exposed to
the risk of flood and hail. The Administration for civil protection and disaster relief reported in 2004
that Slovenia had to pay more than 2% of GDP annually to cover the damages caused by summer
storms, heavy floods, frost, landslides and other natural disasters, while flood damage alone accounted
for 1/5 of GDP in 1990 for instance26. The occurrence of large scale natural disasters has increased
over the past few years. For the last two years, insurers had to face a surge in claims as a result
of floods that devastated the city of Železniki in 2007, and three catastrophic storms in July and
August 2008 mainly in the Štajerska region, resulting in € 130 millions claims on Slovenia’s insurance
25

See DAF/CMF/ACS(2009)7/REV1.
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National Report on Disaster Reduction, Administration for Civil Protection and Disaster Relief, June 2004.
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market27. The heaviest claims were recorded in fire insurance, motor vehicle hull insurance, and crop
insurance lines. Insurance contracts allow for fairly generous cover, most often with no deductible.
Some companies have however recently started to impose deductibles on catastrophe insurance
contracts. While property insurance undertakings have for now succeeded to cover damages and
remain profitable, agricultural insurances lines recorded massive losses, in the context of several years
of deficit.
The risk born by insurance companies is however curtailed by the fact that insurance
undertakings offer cover for natural disaster risks for buildings (fire insurance), mainly as an
additional risk and not in basic insurance contracts. This results in limited coverage as compared to
countries where such insurance is covered under standard (or even compulsory) policies: in particular,
household insurance penetration in flood-exposed areas remains relatively low28. Similarly, standard
policies for motor vehicle hull insurance and insurance of crops and fruits include only risk of hail and
lightning. For the past few years, insurance premiums for insurance of crops and fruits have benefited
from government subsidies. These premiums also cover natural catastrophe risks. Co-financing has
been carried out in accordance with European legislation. In 2008 for instance, the State covered 40 %
of the premium for insurance of crops and fruits (which include natural catastrophe insurance premium
for crops and fruits).
Discussion is ongoing regarding the creation of an industry common pool to compensate for
severe weather damage. This initiative, launched by the insurance association, has however so far
founded on a lack of agreement between the dominant insurer and other insurers. Several projects
which could make the industry more efficient, including the creation of a common database on default
cases, have not been launched so far for the same reason.
Beyond its exposure to natural perils, another vulnerability of the Slovene insurance market is to
be emphasised, that results from the specific architecture of the Slovene financial system. As already
identified by the 204 FSAP exercise, the Slovene financial system is characterised by strong
interlinkage in terms of ownership, lending and risk sharing among the different financial
sectors. Firstly, the guarantee of a large share of bank loans to households by the insurance sector,
which transfers consumer and mortgage lender’s credit risk from banks to the insurance system,
remains current practice, within financial conglomerates, but also between independent entities 29 .
While there is no obligation to contract insured loans, insurance companies tend to insure most of the
consumer and mortgage loans and repay in full the loans of bank clients who turn out to be insolvent.
Such practice had brought two insurers close to insolvency. Insurance companies are therefore
now adopting a more prudent reserving policy to cover such loans.
Secondly, ownership interlinkages between the insurance and banking sectors also raise concerns,
as some of them appear difficult to justify from a corporate strategy perspective only. For instance,
Triglav insurance company took part in the capital increase of €300 millions in NLB, which was
successfully finished in the third round on June 16, 2008. (as of 31.12.2008 Triglav had 3,15 % share
27

Report by the Chairman of the Management Board, Sava Re, 2009.
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Slovenia: Catastrophe Reinsurance Market 2008, Guy Carpenter.
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The 2004 FSAP update found that “credit risk has been concentrated with Triglav. By some measures Triglav
is now the default consumer credit provider for Slovenia (another insurer writes some of this business
but allegedly has financial difficulties and is for sale). In particular Triglav appears to be – almost
uniquely in the world – assuming 100 % of the credit risk associated with most consumer loans
(including overdrafts) issued by banks”.
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in NLB). However, Slovenian authorities acknowledge that there are “lingering doubts that capital
injections into NLB have weakened the capital position of Triglav”. Moreover, there seems to be no
obvious strategic synergy between the insurer (which already owns another bank), and the NLB bank.
Ownership, lending and risk sharing among the different financial entities needs to be
monitored and managed to avoid excessive risk transfers from banks to the insurance sector via
the guarantee of bank loans to households
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2. REGULATORY, SUPERVISORY AND TAXATION FRAMEWORK

2.1. Legal framework and recent policy and regulatory initiatives
The general legal framework for insurance is the Insurance Act (and amendments) 30, Compulsory
Motor Third Party Liability Act (and amendments) and Ownership Transformation of Insurance
Companies Act. Preparation and issue of the implementing regulations in line with the Insurance Act
(the by-laws regulate the provisions, set in the Insurance Act, in greater detail) is the responsibility of
the Insurance Supervision Agency.
Major recent policy and regulatory initiatives in the insurance sector were introduced as a
consequence of the implementation of EU Directives. The Slovenian Insurance Act was harmonised
with European legislation in 2000. The new Act introduced Solvency I, and has granted extended
powers to the ISA. Also to be mentioned are the recent amendments to the law which gave greater
independence to the supervisor as well as the adoption of the Ownership Transformation of Insurance
Companies Act, which was meant as the first step towards the privatisation of Triglav Insurance
Company. In parallel, substantial work by ISA concerned authorisations for mergers and acquisitions
and some authorisations for transfer of non-life insurance and life insurance contracts to other
insurance undertaking. Main forthcoming reforms will focus on the implementation of the new
Solvency II regime.
The Ministry of Finance has the initiative of the law. The Financial System Directorate benefits
from a well-trained and competent team of experts which covers issues pertaining to insurance.
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Relevant laws, decrees and other regulations on the insurance system can be found on the following web
addresses:

Insurance Act (ZZavar-NPB3-unofficial consolidated text) (not translated)

Insurance act (English version)
Source: http://www.a-zn.si/eng/client/default.asp?r=-1&n=262&s=-1&p=content

Act Amending the Insurance Act (ZZavar-A) (English version)
Source: http://www.a-zn.si/eng/client/default.asp?r=-1&n=262&s=-1&p=content

Act Amending the Insurance Act (ZZavar-B) (English version)
Source: http://www.a-zn.si/eng/client/default.asp?r=-1&n=262&s=-1&p=content

Act Amending the Insurance Act (ZZavar-C) (informal English version)
Source: Available on request on Ministry of finance

Act Amending the Insurance Act (ZZavar-D) (informal English version)

Act Amending the Insurance Act (ZZavar-E) (informal English version)
 Compulsory Insurance in Traffic Act (official consolidated text-ZOZP-UPB3) (Official
Gazette of Republic of Slovenia No.93/07) (not translated)
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2.2. The institutional framework of the financial sector supervision
2.2.1. The statutory objectives of the insurance supervisory authority
According to the Insurance Act, the Insurance Supervision Agency, set up in 2000, is responsible
for supervision of the insurance market in the Republic of Slovenia. It is responsible for the
supervision of insurance undertakings, insurance agencies and insurance brokerage companies, as well
as individual insurance agents and brokers. The Agency also conducts supervision of legal persons
related to the insurance undertaking, if necessary for the purpose of supervising the insurance
undertaking's operation, as well as additional control of the insurance undertaking within an insurance
group, insurance holding company and joint-venture insurance holding company. No less important is
the regulatory responsibility of the Agency for preparation and issue of the implementing regulations
in line with the Insurance Act.
The main duties of the Agency may be summarised as follows:
 granting authorisations, approvals, opinions, decisions and orders to insurance undertakings,
insurance agency or brokerage companies, insurance agents or brokers, banks for insurance
brokerage, to the Slovenian Insurance Association, insurance undertakings in an insurance
group and pension companies;
 monitoring, collecting and verifying reports and notifications by insurance undertakings and
other entities which are liable to submit reports to the Agency or notify it of individual facts
and circumstances in compliance with the provisions of the Insurance Act or other acts;
 conducting examinations of operations of insurance undertakings and pension companies;
 imposing measures of supervision in compliance with the Insurance Act and
 preparing and issuing implementing regulations pursuant to the Insurance Act.
As a matter of established procedure and internal rules of the Government, prior to the adoption
of a regulation or legislative proposal, formal intra-governmental consultations are obligatory.
Impact assessment of the proposal is a key objective of this process.
This cooperation between the different ministries involved in the legislative process does
however not appear to be systematic. For instance, while a draft law that could have a decisive impact
on voluntary health insurance providers31 was being prepared at the time of the OECD mission in
Slovenia (May 2009) the Ministry of Finance (and the ISA) had not been informed about possible
orientations of the reform.
Public consultation proceedings with industry and other stakeholders by government bodies
are entirely discretionary. Government bodies are free to decide the modalities and time framework
in which public consultation is conducted. In the field of insurance legislation, the Ministry of Finance
leads consultations inter alia with the Slovenian Insurance Association, which represents the interests
of insurance sector.
While the various stakeholders acknowledge that the consultation process and general
cooperation with the Ministry of Finance and the ISA have improved a lot over the recent years, some
insurance related legislation are still not drafted and adopted in a long enough timeframe to allow for
31

A draft proposal suggests that all the profits of the three voluntary health providers should be redistributed to
policyholders via reduction of premiums and/or extended services. See Box 3 for background
information on the Slovene health insurance system.
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appropriate technical background work and advises to be taken into consideration. The actuaries’
association, among others stakeholders, regretted that the profession is not consulted in the legislative
process, while recent or ongoing changes of the regulatory framework on pension or health insurance
could have benefited from its input. At the end of the process, Members of Parliament should also
receive more information on the stakes and technicalities of draft laws submitted to them.
Consultation with relevant stakeholders as well as between the various ministries and
supervisory authorities involved in regulatory reform will need to be strengthened in order to
further improve the quality of the legislative and regulatory work.
Accessibility of texts is a legal obligation of all government bodies on the basis of the Access to
Public Information Act. All public sector bodies have an obligation to facilitate the dissemination of
laws and secondary regulation by the use of electronic means.
The ISA also provides assistance to foreign insurance undertakings and the insurance
undertakings from the other EU Member States in understanding the Slovenian regulatory
requirements.
2.2.2. The organisation, governance and accountability framework
General organisation of the ISA
The Insurance Supervision Agency performs supervision either by means of regular analytical
examination of reports or by on-site inspections. Inspections of operations may be comprehensive or
focused on specific areas of activity. Inspection focus are determined on the basis of information from
reports and notifications, on request by other departments relating to performance of other functions of
ISA (granting of authorisation and similar) or, if deemed necessary, based on information from
publicly available sources.
On 27 June 2000, the Council of Experts of the ISA adopted the Rules on internal organisation
and job description which was amended for the last time on 14 June 2006. It defines internal
organisational units in the Agency, their respective areas of activities and their interrelations.
The activities of the Agency are organised into the following sections:


Actuaries, Statistics and Informatics Section



Accounting and Financial Analysis Section



On Site Inspection Section.

31 people work for the ISA, with a civil servant status. All tasks related to organisational,
personal, financial-accounting, technical and associated affairs including international activities are
managed by the director and his deputies.
The Actuaries, Statistics and Informatics Section performs tasks in the area of data input and
processing, information system development, examination and analysis of actuary’s reports, controls
the calculation of premium rates and technical provisions, monitors and gives approval of premium
systems and policy conditions, analyses reinsurance programs and reinsurance protection, and
performs other tasks and responsibilities pertaining to actuary control.
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The Accounting and Financial Analysis Section carries out all tasks of analyzing and
performance of supervision over the operation of legal and other entities, supervised by the Agency,
except supervision, performed by other sections, and to this end, examines and analyses books of
account, annual, quarterly, auditor and other reports and draws up reports of the Agency for various
users, controls adequacy of investments, capital requirements and capital adequacy, collects other
information on the operation of entities subject to supervision, and on the basis of its findings proposes
the relevant measures. The section also drafts the proposals of the secondary legislative acts and takes
part in issuing licenses procedures.
The On-Site Inspection Section, in cooperation with other sections, conducts inspections in
entities subject to the Agency's supervision, including agency and brokerage companies and drafts the
measures of supervision. On average, on-site inspection is conducted in each insurance company every
two to three year.
Governance structures
The bodies of the Insurance Supervision Agency are the Council of Experts and the director of
the Insurance Supervision Agency, who is also the President of the Council of Experts. The director of
the Insurance Supervision Agency as well as the other members of the Council of Experts are
appointed and dismissed by the Government of the Republic of Slovenia upon proposal by the finance
minister. The members and president of the Council of experts are appointed for a period of five years
with the possibility of multiple reappointments.
According to the Insurance Act, the vacancy for the post of director of the Agency has to be
opened to public competition at least 6 months before the expiry of the mandate of the existing
director. The finance minister shall propose to the Government the selected candidate. In addition to a
number of requirements set out in the Public Agencies Act, the person appointed as director of the
Insurance Supervision Agency must meet the following conditions:


university education in an appropriate field;



recognised expert in the field of finance or economic law,



professional, management, organisational and other skills and theoretical and technical
knowledge required to manage the operations of the Insurance Supervision Agency,



active knowledge of at least one world language,



has not been legally convicted of criminal offences committed willfully that are prosecuted
ex officio, or of one of the certain criminal offences, committed through negligence, which
has still not been deleted from the records.

The director of the Insurance Supervision Agency may not be contractually tied to, employed by
or the owner of a legal entity to which the Insurance Supervision Agency issues authorisation or
consent for business, and may not have a function in the bodies of political parties.
The director of the Agency may be dismissed early if:
1.

He/she has been convicted of a certain criminal offence which has not yet been deleted
from the records,

2.

He/she permanently loses the work capacity to perform his/her function,

3.

He/she violates the obligations to protect confidential data, and
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4.

He/she violates the prohibition that the director of the Insurance Supervision Agency
may not be contractually tied to, employed by or the owner of a legal entity to which the
Insurance Supervision Agency issues authorisation or consent for business, and may not
have a function in the bodies of political parties.

Accountability framework
According to its Statute, the Insurance Supervision Agency (ISA) is an autonomous legal entity,
independent in implementing its tasks and responsibilities. While the 2004 FSAP exercise emphasized
that it enjoyed at the time limited independence, and should be granted more administrative and
budgetary autonomy, the ISA status has since improved. It can now recruit new staff32 and fix salaries
within the scope of available resources from the financial plan of the current year. In the recent
past, it was also able to remove two directors of a major insurer on the ground of lack of professional
competence.
Nevertheless, the ISA does not yet enjoy full independence in the exercise of its functions, as
does the Bank of Slovenia as supervisor of the banking sector for instance, nor complete freedom to
enforce the conclusions of (partially state owned) insurance companies’ reviews and inspections.
Moreover, since its creation, ISA actions - e.g. decision to dismiss boards of directors, to refuse
candidates for boards of directors on the ground that they were not fit and proper, to require that
companies raise capital, etc.- have been routinely contested in courts. Meanwhile, supervisory
authorities would not yet enjoy a level of legal protection and financial indemnity against legal action
that could be viewed as satisfactory. It has even been reported that individual members of supervisory
authorities have been sued, which is obviously a strong deterrent to supervisory action.
In line with international practice 33 and with the objectives assigned to ongoing reforms, the
independence of the supervisory authority in the exercise of its functions should be guaranteed,
de jure and de facto, as well as legal protection and financial indemnity against legal action. The
insurance supervisor should also be able to recruit and retain qualified insurance experts.
The ISA is mainly financed via a tax on premiums collected at a rate of 0.12%. Annual budget for
2008 was € 2.7 million. It is free to decide on the level of this contribution. For the last few years, the
ISA had sufficient reserves to allow the insurers to contribute less than the amount set for the year. Yet,
the Act amending the Insurance Act (ZZavar-E34) from 2007 stipulated that salaries for employees of
the Insurance Supervision Agency would be defined in accordance with the Salary System in the
Public Sector Act (Official Gazette of the Republic of Slovenia, Nos.95/07 – official consolidated text,
17/08 and 58/08). Through this Act, the ISA was included in an extensive remuneration reform,
aiming at including all employees in the public sector into a common remuneration system (wage
grades).
The annual accounts and the financial plan of the Agency are approved by the Government of the
Republic of Slovenia, while the control of regularity, effectiveness, economy and efficiency of use of
the Agency's funds is performed by the Court of Auditors.

32

In this respect, the current challenge of the ISA is not so much to be allowed to recruit, but to find experts
acquainted with new financial instruments and architecture, on top of actuarial sciences.

33

See in particular Insurance core Principle n°3, IAIS.
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See http://www.mf.gov.si/slov/fin_sist/ZZavar-E__EN_.pdf
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The Insurance Supervision Agency shall prepare annual reports of activity for the National
Assembly of the Republic of Slovenia. The annual report shall include data on the volume of
insurance business by class of insurance. The report relating to the previous year has to be submitted
by the Insurance Supervision Agency to ²the National Assembly by 30 June of the current year35.
2.2.3. Enhanced cooperation with other regulatory and supervisory authorities
The Insurance Act contains the provisions on the exchange of information and cooperation
between supervisory authorities. The director of Insurance Supervision Agency is a member of cooperation Commission which gathers the supervisory authorities. The Insurance Supervision Agency
regularly co-operates with the Securities Market Agency in particular. On the regulatory side, the
Insurance Supervision Agency co-operates with the Ministry of Finance in preparation of amendments
to the Insurance Act. The ISA also regularly co-operates with other relevant ministries, as well as the
Bank of Slovenia, the Slovenian Institute of Auditors, the Slovenian Insurance Association and the
Money Laundering Prevention Office.
The evolution of distribution systems, the combination of banking, insurance and investments
products, and the emergence of financial conglomerates, contributed to new sources of risks and
placed new demands on financial supervision. Cooperation between the three financial supervisory
agencies – the Bank of Slovenia for the banking sector, the Insurance Supervision Agency, and the
Securities Market Agency - should be strengthened, in order to improve the efficiency of groupwide and conglomerate supervision36, which remains in its initial stage.
In the insurance sector, only Triglav has so far been identified as a financial conglomerate, with
the ISA as lead supervisor. KD, which comprises two insurance companies, as well as investment fund,
and has recently created an investment bank, as well as Maribor, which encompasses banking and
insurance activities, also cover various financial activities and require adapted supervisory treatment.
So far however, it appears that the supervision of the different parts of the Triglav group is still mostly
carried out by separate supervisors. The Slovene authorities outline that in the last two years, they
have concluded several arrangements – bilateral and trilateral – to ensure proper co-ordination of their
activities and communication of information. Rules on Mutual Cooperation of supervisory authorities
regulate mutual cooperation in strategic issues relevant for the development of financial system
supervision, the exchange of information, planning of joint supervisory actions and others. Efforts in
this direction should be pursued.
Meanwhile, the creation of an integrated supervisor, in response to the likely formation of new
conglomerates, is under consideration, and discussion on this issue was postponed due to the financial
crisis. As underlined in the 2004 FSAP report, a precondition for such a model to work would be to
have in place a risk-focused approach across all areas of supervision to capture all potential synergies.
Moreover, there is so far no consensus on the role to be played by the Bank of Slovenia in the new
supervisory structure. In the absence of agreement between the three supervisory authorities on a
possible model of unified supervision, it is now up to the government to decide on the future of this
project. Whatever the structure chosen, the supervisory authority(ies) should be fully independent
from the Government .
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reports in English are
1&n=259&s=0&p=content

available

on

See World Bank, May 2007.
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page:

http://www.a-zn.si/eng/client/default.asp?r=-

2.2.4. Compliance with international standards of supervision
The first Financial Sector Assessment Programme (FSAP) was carried out in Slovenia in 2000. A
follow-up mission took place in November 2003, back to back with an assessment of the Slovenian
insurance regulatory and supervisory system against IAIS Core Principles. Reports were issued in
2004. Among the conclusions drawn from this exercise, the following weaknesses were identified:
 gaps in the technical skills of ISA staff;
 unsatisfactory supervision of derivative and related structured instrument exposures;
 legal structure that does not allow ISA to intervene early enough and
 audit/compliance based rather than risk-based inspection regime.
This last conclusion was supported by a 2007 World Bank assessment of the Slovene insurance
governance, which underlined that the Slovenian supervisory approach still relied on inspection
cycles rather than on risk-based supervision. Improvements in this respect will be made necessary
by the implementation of the Solvency II regime.
Risk-based supervision should be further developed in preparation for Solvency II
implementation.
The World Bank assessment also emphasised that the Slovenian supervisory system failed to
adequately supervise new financial conglomerates on a consolidated basis (see above).
The active role of the ISA in framing the European supervisory standards deserves a special
mention. The ISA has been actively involved in the development of EU legislation in its field of
competence, especially at the time of the Slovene presidency, and devotes important resources to the
EU Committee of European Insurance and Occupational Pensions Supervisors (CEIOPS). Its senior
staff is highly competent and fully aware of market developments as well as evolution of European
legislation on solvency supervision.
No IAIS Core Principles and Methodology self-assessment exercise has been conducted so far.
2.3. Licensing process and ongoing requirements
To perform insurance business in Slovenia, insurance undertaking with a head office in Slovenia
need to be granted an authorisation by the Insurance Supervision Agency. They are permitted to
operate only within those classes of insurance for which they were granted an authorisation. Insurance
undertakings are allowed to perform insurance business within an individual class of insurance or
group; several insurance business may only be performed within one of the following groups or
subgroups: life assurance or non-life insurance.
Insurance business may be performed by:
 an insurance undertaking with its head office in the Republic of Slovenia, authorised by the
Insurance Supervision Agency to carry out the said operations;
 a branch of a foreign insurance undertaking authorised by the Insurance Supervision Agency
to carry out these operations;
 an EEA Member State insurance undertaking which, pursuant to the Insurance Act,
establishes a branch in the territory of the Republic of Slovenia or, pursuant to the Insurance
Act, is authorised to directly carry out insurance operation in the territory of the Republic of
Slovenia.
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2.3.1. Fit and proper test for members of the board of directors of an insurance company
According to article 24 of the Insurance Act, the position of a member of the board of directors of
an insurance company may be assumed by any person who:


has adequate professional qualifications, characteristics and experience needed to manage
the operations of an insurance undertaking, i.e., has sufficient theoretical and practical
knowledge to conduct insurance business and at least four years experience in the
management of the business of an insurance undertaking or company of size and activity
comparable to an insurance undertaking, or other comparable business;



has not been convicted for a criminal offence committed willfully that is prosecuted ex
officio or for one of the following criminal offences committed through negligence, i.e :
negligent homicide, aggravated bodily harm, grievous bodily harm, endangering safety at
work, concealment, disclosure and unauthorised access to a trade secret, money laundering,
disclosure of an official secret, causing public danger or disclosure of a state secret which
has not yet been deleted.

2.3.2. Branch licensing
An EEA and Swiss insurance entity with an insurance license from its home country may
engage in insurance activities in Slovenia on the basis of the activity licence issued in the home
country by establishing a branch or engaging in cross-border insurance activities. For a third country
insurance undertaking, or non-EEA insurers, to establish a branch in Slovenia, it is required to apply
for a corresponding authorisation from the ISA. Third country insurance undertakings shall not engage
in cross-border insurance activities in Slovenia. Third country reinsurance undertakings have a right to
engage in cross-border reinsurance activities in Slovenia.
2.3.3. Shareholding of insurance companies
The acquisition of shares in an insurance undertaking, whereby a person directly or indirectly
achieves or exceeds the qualifying holding 37 in the insurance undertaking, shall be subject to the
authorisation of the Insurance Supervision Agency.
A person having been granted this authorisation shall be obliged, for any further acquisition of
the insurance undertaking’s shares, whereby 20, 33 or 50% of voting rights or participation in its
capital are either achieved or exceeded or whereby the person becomes its controlling company, to be
granted the authorisation of the Insurance Supervision Agency.
2.4. Solvency requirements
2.4.1. Minimum capital requirement: non-life insurance
The capital of an insurance undertaking dealing in non-life insurance and that of reinsurance
undertaking must, at any point in time, equal at least the capital requirements calculated by using the
premium ratio or claims ratio, whichever is higher.

37

Pursuant to the Insurance act (article 9) a qualifying holding shall be a direct or indirect holding, holding of
shares or other rights on the basis of which the holder acquires 10% of the voting rights or holdings in
the capital of a certain legal entity.
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Capital requirements shall be calculated through the use of the premium quotient as follows:
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1.

the sum of insurance premiums achieved in the last business year up to the total amount
of € 53.1 million38 is multiplied by 0.18, while the total of such insurance premiums in
excess of € 53.1 million is multiplied by 0.16;

2.

the sum of both products from clause 1 above shall be multiplied by the share that for the
last three business years equals the ratio between:
 total amount of claims regarding payment of compensation in this period,
reduced by claims covered by co-insurance or reinsurance, and
 the total amount of claims regarding payment of compensation in this period,
including claims covered by co-insurance or reinsurance, but not less than 0.5;

3.

the total of insurance premiums equal to the larger of gross premiums written and the
gross premiums revenue shall be taken into account as the total insurance premiums
achieved in the last business year. The provisions of clauses 4, 5 and 6 below shall be
taken into account prior to determination of the total from the previous sentence;

4.

calculation of the sum of insurance premiums achieved in the last business year shall take
into account the gross premiums written or the gross revenues from the insurance classes
from clauses 11, 12 and 13 of Article 2 of the Insurance Act39 increased by 50%;

By the end of the year 2009 an increase to €57,5 million of premiums and €40,3 million of claims is envisaged,
which is in line with the EU Commission Notice regarding the adaptation to inflation of certain
amounts laid down in the Life and Non-Life Insurance Directives (2009/C 41/01).
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Insurance act, Article 2, (2).
With regard to the main risks to be covered, insurance shall be broken down into the following classes of
insurance:
1. Accident insurance (including industrial injuries and occupational diseases) shall, in the event of death or
loss of health due to injury, be insurance covering: the payment of agreed pecuniary indemnities,
compensations and repayments in one-off
amounts; installment payments of agreed pecuniary indemnities; a combination of payments pursuant to the
preceding indents; payments due to injury, injury to health or death of passengers.
2. Sickness insurance shall be insurance covering: one-off pecuniary disability benefits; the repayment of
treatment expenses; a combination of payments pursuant to the preceding indents.
3. Land motor vehicle insurance shall be insurance covering all damage to or loss of: self-propelled land
motor vehicles, other than railway rolling stock; non-self-propelled land vehicles.
4. Railway rolling stock insurance shall be insurance covering all damage to or loss of railway rolling stock.
5. Aircraft insurance shall be insurance covering all damage to or loss of aircraft.
6. Ship insurance shall be insurance covering all damage to or loss of sea, river and lake vessels.
7. Goods in transit insurance shall be insurance covering all damage to or loss to goods in transit, including
luggage, regardless of transport type.
8. Fire and natural forces insurance shall be insurance covering all damage to or loss of property (other than
damage to property included in items 3 to 7 hereunder) due to: fire; explosion; storm; natural forces other
than storms; nuclear energy; sinking and sliding ground.
9. Other damage to property insurance shall be insurance covering all damage to or loss of property (other
than damage to property included in items 3 to 7 hereunder) due to hail or frost, and causes other than those
included in item 8 hereunder (e.g. theft).
10. Motor vehicle liability insurance shall be insurance covering all liabilities arising from the use of selfpropelled land motor vehicles (including carrier’s liability).
11. Aircraft liability insurance shall be insurance covering all liabilities arising from the use of aircraft
(including carrier’s liability).
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5.

the sum of insurance premiums shall also include insurance contracts accepted in coinsurance and in reinsurance;

6.

premiums for insurance cancelled in the business year and the full amount of taxes on
insurance services and contributions included in the sum of insurance premiums shall be
deducted from the sum of insurance premiums.

Capital requirements shall be calculated through the use of the claims quotient in the
following manner:
1.

the annual sum of claims for payment of compensation, including claims covered by
reinsurance, shall be multiplied by 0.26 for the total amount up to € 37.2 million, and the
sum of such claims exceeding € 37.2 million shall be multiplied by 0.2340;

2.

the sum of both products from clause 1 above shall be multiplied by the share which for the
last three business years equals the ratio between:
 the total amount of claims for payment of compensation in this period reduced by claims
covered by co-insurance or reinsurance, and
 the total amount of claims for payment of compensation in this period, including claims
covered by co-insurance or reinsurance, but not less than 0.5;

3.

in insurance classes from clauses 11, 12 and 13 of the insurance classification, the
calculated amount of damages, claims reserves and claims from paid-out compensation or
insurance payments shall be increased by 50%;

12. Liability for ship insurance shall be insurance covering all liability arising from the use of sea, river and
lake vessels (including carrier’s liability).
13. General liability insurance shall be insurance covering types of liability other than those mentioned under
items 10 to 12 hereunder.
14. Credit insurance shall be insurance covering: risk of non-payment (or late payment) due to insolvency or
other events (actions or facts); export credits and other risks related to export, trade and investment in foreign
and domestic markets; credits with installment repayment; mortgages and lombard loans; agricultural credits;
other credits and loans.
15. Suretyship insurance shall be insurance covering and directly or indirectly guaranteeing the meeting of
debtors’ obligations:
16. Miscellaneous financial loss insurance shall be insurance covering financial loss arising from:
employment risks; insufficient income (general); bad weather; loss of benefit; unforeseen general expenses;
unforeseen trading expenses; loss of market value; loss of rent or revenue; indirect trading losses other than
those mentioned in the preceding indents; other financial loss (non-trading); other forms of financial loss.
17. Legal expenses insurance shall be insurance covering legal expenses and costs of litigation.
18. Tourist assistance insurance shall be insurance covering assistance provided to persons encountering
problems when travelling or at other events of absence from home or permanent residence.
19. Life assurance (other than insurance referred to in items 20 - 23 hereunder).
20. Marriage assurance or birth assurance.
21. Life assurance related to investment fund units shall be assurance whereby insured persons assume the
investment risk with regard to changing the value of investment coupons or other investment fund securities.
22. Tontine shall be assurance whereby associations of subscribers are set up with a view to jointly
capitalising their contributions and subsequently distributing the assets thus accumulated among the
survivors upon completion of certain age or among the beneficiaries of the deceased.
23. Capital redemption insurance shall be insurance based on actuarial calculations whereby, in return for
single or periodic payments, insured persons receive commitments of a specified duration and amount.
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In calculating the annual amounts of claims regarding payment of indemnities referred to in this paragraph, the
period of the last three financial years shall be taken into account.
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4.

the annual sum of claims for payment of compensation shall be calculated by dividing the
amount of gross compensation paid for the period laid down in the fourth and fifth
paragraphs of this Article, increased by the amount of gross claims reserves at the end of
the period and reduced by the amount of gross claims reserve at the start of the period and
reduced by the amount of established rebate claims in the aforementioned period, by the
number of years in the period;

5.

the annual sum of claims for payment of compensation in the calculation shall also include
contracts accepted in co-insurance and reinsurance.

The results of the last seven financial years shall be applied in calculating the annual amounts of
claims regarding payment of indemnities in cases where an insurance undertaking, either exclusively
or predominantly, underwrites insurance policies covering risks arising from credit, storm, hail or frost.
Capital requirements with regard to health insurance to which probability tables and
calculations similar to life assurances apply shall be equal to one third of the capital requirements
referred to in the first paragraph hereunder or equal to the capital requirements calculated under the
second paragraph of the Article dealing with life insurance (below), provided they are higher and that
the following conditions are met:
1.

if insurance premiums are calculated on the basis of probability calculations, using
actuarial bases;

2.

if, with regard to these insurance, old-age provisions are set aside by the insurance
undertaking;

3.

if premiums include a safety supplement;

4.

if, after the expiry of a three-year period at most, the insurance undertaking has lost the
right to terminate the insurance contract in question;

5.

if the insurance contract in question stipulates the possibility of raising premiums or
decreasing the insurance undertaking’s obligations.

Capital requirements for the first year of an insurance undertaking’s operation shall be calculated
by applying the premium ratio.
The amount for reinsurance undertakings shall equal € 50 million using the premium ratio or € 35
million using the claims ratio.
2.4.2. Minimum capital requirement: life insurance
The capital of an insurance undertaking performing insurance business in insurance classes from
clauses 19 and 20 of the second paragraph of Article 2 of the Insurance Act must be at least equal to
the capital requirement calculated as the sum of the first and second results.
The first result shall be calculated as follows:
1.

the sum of mathematical provisions formed on the last day of the past business year,
including mathematical provisions formed for insurance covered by reinsurance, shall be
multiplied by 0.04;

2.

the product from the previous clause shall be multiplied by the share which for the last
business year equals the ratio between:
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 the total amount of mathematical provisions on the last day of the past business
year reduced by the mathematical provisions for insurance covered by reinsurance,
and
 the total amount of mathematical provisions formed on the last day of the past
business year, including mathematical provisions formed for insurance covered by
reinsurance, but not less than 0.85.
The second result shall be calculated only for insurance where the risk capital is not negative, in
the following manner:
1.

the amount of risk capital on the last day of the previous year, including risk capital
for insurance covered by reinsurance, shall be multiplied by 0.003;

2.

the product from the previous clause shall be multiplied by the share that for the last
business year equals the ratio between:
 the total amount of risk capital on the last day of the previous business year
reduced by the amount of risk capital for insurance covered by reinsurance, and
 the total amount of risk capital on the last day of the previous business year,
including risk capital for insurance covered by reinsurance, but not less than 0.5.

3.

In the calculation of capital requirements for life assurance for death, the amount from
the second indent of the previous clause shall be multiplied by 0.001 if the insurance is
concluded for a maximum of three years, or by 0.0015 if the insurance is concluded
for more than three years and a maximum of five years.

Different parameters are used for the calculation of capital requirements for life assurance related
to investment fund units and for the business of management of pension funds.
The capital of the insurance undertaking may never be less than the amount of the guarantee
capital as detailed below.
2.4.3. Guarantee capital
In accordance with the article 112 of the Insurance Act, the minimum capital requirements of an
insurance undertaking to perform insurance business may not be less than:


Non-life company (LoB 1 to 9, 16, 17, 18)

€ 2.2 million



Non-life company (all LoB or LoB 10 to 15)

€ 3.2 million



Life company

€ 3.2 million



Reinsurance

€ 3.2 million



Pension funds

€ 3.2 million

By the end of 2009, amounts in Article 112 shall be adapted in line with inflation.
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Box 4: Solvency II implementation: current status
The Insurance Supervisory Agency has been working very intensively in CEIOPS working groups including
work on QIS4. Ten insurance companies and one insurance group, representing 62% of all Slovenian insurance
companies and 33% of the Slovenian insurance group have participated in QIS4. 90% of participant insurance
companies and an insurance group are solvent according to QIS4 calculation. Only one insurance company
would need to raise additional capital in amount of 1% of SCR according to QIS4 calculation.
The changes of the value of equity and insurance liabilities are the main drivers of the overall financial
impact. According to the ISA, the ratio of equity valued in accordance to QIS4 increased for 7,7 basis points and
the ratio of insurance liabilities valued according to QIS4 specifications decreased for 8,3 basis points. Insurance
liabilities (best estimate and risk margin) decreased by 18% of insurance liabilities valued according to Solvency I.
The solvency capital requirement for all participants measured according to QIS4 will rise sharply as compared
with the present regime based on Solvency 1. The weighted average ratio of Solvency 2 capital requirements to
41
Solvency 1 capital requirements is 279% . It is, however, necessary to point out that the definition of eligible
capital items to cover the capital requirements is much broader under Solvency 2. Under QIS4 all but one
participating companies in the end turned out to be solvent under the new regime. For the most diversified ones,
and notably Triglav, the solvency ratio under Solvency 2 even improved. Monoliners such as Vzajemna however
will face a sharp rise in their capital requirement, as solvency II reacts favourably to diversified insurers.
Insurance companies are regularly kept informed about novelties of Solvency II.
Main source: ISA

2.4.4. Specific requirements regarding composite insurers
Insurance undertakings which operate in insurance business in both life and non-life insurance
shall be obliged to keep separate accounting records for non-life insurance and life business. Assets
backing reserves for life and non-life policies should also be kept separate. Capital adequacy shall be
determined separately for life and for non-life insurance performed by the insurance undertaking.
2.5. Technical provisions
Reserve requirements and their calculation for life and non-life insurance companies shall be
calculated in accordance with the Decision on detailed rules and minimum standards relating to
calculation of technical provisions:
a) The provisions for unearned premiums shall, in principle, be calculated separately for each
contract. Statistical methods may be used if they are expected to give approximately the same results
as individual calculations. Where the pattern of risk varies over the life of the contract, this shall be
taken into account in the calculation method. The calculation method of the amount of unearned
premium shall take into account changes of insurance cover (e.g. an increase in relation to civil
construction projects and civil installations projects insurance, a decrease in relation to certain credit
insurances).
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According to ISA explanations, the number 365% is the increase in overall required capital for all insurance
companies involved. This number must be interpreted in the light of the fact that capital requirements
for one company (SID) increased from approximately 5 million € to 200 million €. The company
offers credit insurance and the stress test that lead to such increase included catastrophic risk and was
too severe. This company will have to be treated as an outlier. Given that the overall capital
requirements under the present regime in Slovenia are around € 319 million, this single small
company distorts the figures. The above weighted average of 279% excludes this company and is
most likely a realistic assessment.
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b) Provision for unexpired risks
It shall be set aside in addition to unearned premiums. They will be calculated in a similar way as
the provision for unearned premiums. It shall be formed in order to provide for all claims and expenses
relating to the existing insurance contracts incurred in the accounting year and not covered by the
premium reserve. The provision for unexpired risks shall be calculated on the basis of claim payments
and administrative expenses likely to arise after the end of the accounting period from contracts
concluded before the end of the accounting period, in so far as their estimated value exceeds the
provision for premium reserve on those contracts. The provision for unexpired risks shall be disclosed
under other technical provisions.
c) Claims outstanding
The claims outstanding for reported but not settled claims shall, in principle, be calculated
separately for each claim on the basis of the cost still expected to arise. Statistical methods may be
used if they are expected to give approximately the same results as individual calculations. The claims
outstanding shall allow for claims incurred but not reported. The amount of claims outstanding for
claims incurred but not reported shall be determined on the basis of past experience, i.e. the number of
claims and the average credited compensation arising from claims reported in the accounting year, and
future liabilities, as can reasonably be foreseen. All claim settlement costs, including costs of
assessment, shall be included in the calculation of the claims outstanding. Recoverable amounts
arising out of subrogation or salvage shall be assessed on a prudent basis, and either deducted from the
claims outstanding or shown as assets. If the recoverable amounts arising out of salvage are material
they shall be shown in the notes on the annual report42. Explicit discounting or deductions taking into
account investment income shall be permitted under certain conditions.
d) Mathematical provisions
The determination of the amount of long-term liabilities (other than liabilities which have fallen
due for payment before the valuation date) shall be made on actuarial principles which are based on
reasonable expectations of policyholders, and adequate provisions to meet all obligations of the
insurer. The liability of the insurer shall be calculated on prudent assumptions that shall include
adequate margins for adverse deviation of the relevant factors. The determination shall take into
account all future liabilities as determined by general and special policy conditions of life assurance
for each existing contract, for which the mathematical provisions are required under the Insurance Act,
taking into account the premiums payable.
The amount of the long-term liabilities shall take into account, inter alia, the following:


all guaranteed benefits, including the guaranteed surrender values;



bonuses to which the policyholders are already either individually or collectively entitled,
irrespective of how those bonuses are described;



all options available to the policyholder under the terms of the contract;



expenses, including commissions.

Long-term liabilities shall be disclosed under mathematical provisions, broken down as
mathematical provisions for:
42

The term "subrogation" means the acquisition by the insurance undertaking of the right of the policyholder
with respect to third parties. The term "salvage" means the acquisition of the legal ownership of
insured property.
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life assurance where the investment risk is borne by the policyholder, excluding the premium
reserve, the claims reserve and additional technical provisions for guaranteed minimum
payment;



other life assurance ;



health insurance; and



other classes of insurance to which similar probability tables and calculations apply as apply
to life assurance.

The summary of key assumptions for determination of provisions shall be appended to the
certified actuary's report. The determination of the amount of provisions shall be made in compliance
with recognised actuarial principles, and certified by a certified actuary holding an authorisation to
perform the tasks of a certified actuary granted by the Insurance Supervision Agency.
2.6. Investments regulation
In accordance with Article 120 of the Insurance Act the value of cover assets must be at least
equal to the amount of technical provisions. In selecting the types of investments of the assets
covering technical provisions, the insurance undertaking shall be obliged to take into account the types
of insurance operation performed so as to ensure the safety, profitability and tradability of investments,
as well as appropriate investments diversity and risk spread.
2.6.1. Types of investment permitted
Table 12: Permitted Types of Assets and Limits on Technical Provisions
Type of Asset

Maximum Proportion on Technical
Provisions

1.

Securities issued by the Republic of Slovenia, the Bank of
Slovenia, a Member State, an OECD Member State, an
international financial organisation or an entity for which one of
the former acts as guarantor

Investments in securities of the same issuer
in items 2 to 5 and 7 to 9 must not exceed
5%.

2.

Bonds or other debt securities traded on an organised securities
exchange in Slovenia or a member State or an OECD Member
State

Investments in securities in items 3 to 5
must not exceed 10% in total. They may
reach 40% if they are subject to special
public supervision, are issued by bank with
registered office in Slovenia or a member
state, or allow the settlement of liabilities
arising on their basis throughout the entire
period until their maturity.

3.

Bonds or other debt securities not traded on an organised
securities exchange, if they are issued by a legal entity whose
head office is in Slovenia, member State or an OECD Member
State

Investments in item 3 must not exceed 1%.

4.

Shares traded on an organised securities exchange in Slovenia
or a member State or an OECD Member State

Items 4,5 and 6 must not in total exceed
30%.

5.

Shares not traded on an organised securities exchange, if they
are issued by a legal entity whose head office is in Slovenia,
member State or an OECD Member State

Investments in securities of the same issuer
in item 5 must not exceed 1%, and 5% in
total.

6.

Investment coupons of mutual funds or shares of investment
companies which only place their assets in securities in order to
spread and restrict risks

Covered above, if investment fund rules
require more than one-half of investments
in securities having guaranteed return, 40%
in total.

7.

Claims arising from loans collateralised by a mortgage on real
estate, and it the claim does not exceed 60% of the value of real

No reference
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Type of Asset

Maximum Proportion on Technical
Provisions

estate as appraised by an expert appraiser
8.

Claims arising from loans given to banks whose head office is in
Slovenia, member State or an OECD Member State and whose
payment is guaranteed by a bank whose head office is in
Slovenia, member State or an OECD Member State

No reference

9.

Claims arising from loans collateralised by a lien on securities
referred to by items 1,2 and 4

No reference

10.

Claims arising from other loans collateralised appropriately

11.

Advance payments with regard to the surrender value of
insurance policies, collateralised by the surrender value of those
insurance policies

No reference

12.

Immovable property, if the purchase price was appraised by an
expert appraiser, free of all burdens, except material use

30% in total, with a maximum of 10% in any
one property

13.

Investments in deposits held by a bank whose head office is in
Slovenia, a Member State or an OECD Member State

30% in total, with a maximum of 10% in any
one bank

14.

Cash in hand or sight deposits

15.

Derivatives

2% each, 5% in total

3%
Allowed for risk management purposes and
effective portfolio management

Source: Pilot Diagnostic Review of governance of the Insurance Sector¸ World Bank, 2007

The Slovenian legislation does not prescribe any minimum investment in the above mentioned
assets.
2.6.2. Localisation of the assets covering technical provisions
Insurance undertakings may invest cover assets in the whole territory of signatory states of the
European Economic Area Agreement and in the territory of OECD member states. Insurance
undertakings may, in connection with insurance concluded to cover risks on the territory of a state that
is not a signatory of the European Economic Area Agreement, invest cover assets on the territory of
such state. The Insurance Supervision Agency may, with especially well-substantiated grounds and at
the request of an individual insurance undertaking, allow the latter to invest its assets covering
technical provisions in contravention of the above conditions.
2.6.3. Maturity and matching regulation
Insurance undertaking shall be obliged to match their investments regarding assets covering
technical provisions which are exposed to risks of possible losses due to changed interest rates,
exchange rate fluctuations and other trading risks with their obligations arising from insurance
contracts whose extent is dependent on the same changes. When making investments regarding assets
covering technical provisions, insurers shall also be obliged to take into account the maturity of their
obligations arising from insurance contracts. They shall be obliged to harmonise investments of cover
assets with their liabilities on the basis of insurance contracts the amount of which depends on changes
in the exchange rates of foreign currencies to at least 80%.
2.6.4. Valuation bases
Investments covering technical provisions are valued in accordance with IFRS, therefore the
main principle of valuation of these assets is fair value.
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2.6.5. Use of derivatives
Insurance undertakings may, in connection with investments of cover assets, use futures, options
and other derivatives, if they contribute to lowering the risks of losses due to changed interest rates,
exchange rate fluctuations and other trading risks, or assist the efficient management of the insurance
portfolio. The ISA is preparing secondary legislation which will contain detailed rules for the use of
derivatives. The use of derivative instruments by insurance undertakings in Slovenia remains however
insignificant at this stage.
2.7. Supervision of insurance products
The Actuaries, Statistics and Informatics Section of the ISA does not give approval to premium
systems and policy conditions anymore, but only monitors their evolution. Insurance companies
intending to issue a new product must notify the ISA only of the technical bases used for calculating
scales of premiums and technical provisions, which are subject to ISA supervision. The only purpose
of this monitoring is therefore to verify that they comply with actuarial principles.
2.8. Early intervention and management of insolvency
2.8.1. Early intervention by the ISA
If the ISA establishes that an insurance undertaking has seriously violated risk management rules,
it may issue an order to eliminate the violations, or order the following additional measures:
1.

Impose on the board of directors of the insurance undertaking the obligation to adopt a plan
of measures to ensure that the minimum capital of the insurance undertaking is secured;

2.

Impose on the board of directors of the insurance undertaking and the supervisory board, the
obligation to convene a general meeting of shareholders and to propose the adoption of
appropriate resolutions, such as:
 a resolution to increase the initial capital of the insurance undertaking through new
investments;
 a resolution to increase the initial capital of the insurance undertaking by means of profit;

3.

Prohibit the insurance undertaking from entering into new insurance contracts in individual
or all classes of insurance;

4.

Prohibit the insurance undertaking from realising particular types of payments or from
realising payments to particular entities;
Prohibit the insurance undertaking from engaging in transactions with individual
shareholders, members of the board of directors, members of the supervisory board, related
companies or investment funds managed by a management company which is an entity
related to the insurance undertaking;

5.

6.

Impose on the board of directors of the insurance undertaking the adoption and
implementation of measures relating to:
 improving risk management procedures;
 changing the business fields of the insurance undertaking;
 restricting the granting of loans;
 improving procedures for collecting overdue receivables of the insurance
undertaking;

48





7.

the correct valuation of balance-sheet and off-balance-sheet items;
improving the accounting information system;
improving the procedures of internal controls and internal auditing;
other measures necessary for the implementation of risk management rules;

Prohibit or restrict the insurance undertaking from having free use of assets covering
technical provisions and of assets of funds covering mathematical provisions managed by the
insurance undertaking.

2.8.2. Protection of policyholders in case of insolvency
The Insurance Act defines the order of precedence for the payment of claims arising from insurance
contracts as follows:
1.

claims arising from life assurance and accident and health insurance to which
probability tables and calculations similar to life assurances apply, in the amount of the
required cover regarding the insurance from which the claim arises and which could not
be paid from assets covering mathematical provisions;

2.

claims arising from life assurance and accident and health insurance to which
probability tables and calculations similar to life assurances apply, which could not be
paid from assets covering mathematical provisions;

3.

claims arising from non-life insurance and other classes of insurance for which
mathematical provisions have not been set aside, for the payment of indemnity for
damages caused which emerged prior to the initiation of bankruptcy proceedings;

4.

claims arising from non-life insurance and other classes of insurance for which
mathematical provisions have not been set aside, to the compensation of part of the
premium for the period following the termination of insurance.

2.9. Guarantee fund
There is currently no policyholder protection fund in Slovenia. The only guarantee fund currently
operating in Slovenia ensures payment of damages caused to injured parties by uninsured drivers or
drivers of unknown motor vehicles, trailers, uninsured aircraft and damages suffered by passengers of
uninsured public transport vehicles. The guarantee fund is managed within the Slovenian Insurance
association and led by the head of the Damages Fund and MTPL insurance.
2.10. Corporate governance framework
While the corporate governance framework, and the transparency and disclosure of
financial information in particular, have much improved in Slovenia over the last few years,
institutional arrangements to enforce the new standards have yet to be strengthened. Implementation
remains a major concern, as underlined in the conclusions of the 2007 World Bank Pilot Diagnostic
Review of the governance of the Insurance Sector.
Moreover, despite recent improvements, four issues pertaining to Slovenia’s corporate
governance framework still need to be urgently addressed:
- the role of supervisory boards, which efficiency and accountability are often limited
since the Slovenian supervisory boards are not endowed with the wide ranging powers
devoted to the boards of directors in other OECD markets,
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-

risk management process, which does not allow them to monitor and mitigate the full
array of risks,
the composition and competence of supervisory boards and
the heavy involvement of the State, mainly through KAD and SOD, in several major
players.

2.10.1. Role of supervisory boards
In Slovenia, most insurance companies typically have a two-tier system, with a management
board accountable to the supervisory board. Members of the supervisory board of an insurance public
limited company shall be obliged to ensure that the insurance public limited company operates in
accordance with the provisions of this Act and regulations issued pursuant thereto, or with other Acts
regulating the operation of insurance public limited companies and regulations issued pursuant thereto,
wherein they shall also be obliged to follow good practice of risk management.
There has however been some frustration with the accountability of supervisory boards, which do
not always provide adequate monitoring of the management board. The Slovenian supervisory boards
which are not endowed with the wide ranging powers devoted to the boards of directors in other
OECD markets, often lack effectiveness. The World Bank review therefore recommended that
supervisory boards be strengthened with increased accountability and the creation of new internal
committees, such as audit and internal controls, financial reporting, and risk management committees.
Some of these recommendations have since been implemented: with amendments to the Companies
Act, adopted in 2008 (ZGD-1B), liability of supervisory board members has already been increased.
Also, the amendments to the Companies Act, adopted in 2009 (ZGD-1C) provide that :
-

supervisory board members’ payments should not be based on the companies’ profits, they
have to be proportionate to the tasks carried out and the financial position of the company,
the payments to the supervisory board members have to be revealed on individual basis to the
shareholders at the general meeting and
a general meeting may decide to introduce compensation policy that has to be followed when
payments to the management and supervisory board members are calculated.

The functioning of supervisory boards should be improved towards increased efficiency and
effectiveness; boards should be endowed with extended powers and their responsibilities in
monitoring the operation of insurance undertakings should be clarified.

2.10.2. Risk management process
Risk management is another area in need for future improvement. The World Bank review
pointed out that many companies have an outdated risk management process which does not allow
them to monitor and mitigate the full array of risks. Insurance companies should therefore be required
to establish risk management functions responsible for periodic reporting on the company's measures
for risk monitoring, management and mitigation and develop contingency plans. The risk manager
should report to the supervisory board with details of each of the key risk categories: insurance risk,
operational risk, liquidity risk, strategic risk, contagion and related party risk, balance sheet and
market risk, counterparty default risk and legal and regulatory risk. For the time being, the only

company that has appointed a dedicated risk manager is Triglav. For other companies, these
issues will need to be addressed with the implementation of the Solvency II regime.
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2.10.3. Composition and competence of supervisory boards
The selection process of board members has often turned out to be deficient in the past,
sometimes leading to poor management decisions. Two recent examples illustrate the lack of
professionalism of some supervisory boards.
The first concerns a mutual insurance company selling health insurance only. According to the
ISA, there have been two attempts to demutualize this company in recent years where the ISA had to
intervene because of violations of the law. The same company also had to face recalls of board
members. Such situation is all the more worrying that, notwithstanding the fact that a mutual company
is privately owned, the members are usually passive, and participation in a general meeting does not
reflect social, age and gender structure of its members. The proper functioning of the supervisory
boards is therefore all the more important43.
Slovene authorities mention that the reflexion on potential legislative change to deal with such
deficiency is still in an initial stage. Ministry of Health is inclined to specify in law that the general
meeting of this particular insurance company would be organised as a meeting of representatives. The
ISA has been pressing for changes in legislation to improve the situation. In 2009, amendments to the
Insurance Act (ZZavar-G) were already adopted, which deal with a convocation of general meeting on
the minority request and voting mandates collection. Ministry of Health and Ministry of Finance are
looking for further solutions which will very likely also extend to the field of supervisory board
composition.
The second example reported by the ISA refers to several insurance companies which had
embarked on an ambitious plan to expand to South-Eastern Europe. The ISA had “warned that the
capital requirements generated through such an expansion would likely weaken the capital position of
the parent company and put undue strain on available staff”. Yet, supervisory boards “did not always
consider (…) carefully enough (…) the consequences of such expansion, to be faced later, at a time
when the general economic outlook had become far less favourable”
Recent legislation has already started to reform recruitment process, with a special focus on
government representatives in (partially) state owned companies.
2.10.4. Involvement of the State in several major players
Suitability of government representatives in (partially) state owned companies
One of the specificities of the Slovene corporate governance framework is the heavy involvement
of the State in the insurance sector typically via the direct or indirect participation of two Sate funds,
the SOD (restitution fund) and the KAD (pension capital fund) in several major players, effectively
making them state-owned enterprises (see part 1.1.1).
According to the explanations provided by the Slovene authorities, the selection of KAD
representatives that are candidates to become board members of insurers (partially) owned by KAD
falls under the scope of KAD’s Corporate Governance Code, adopted in January 2009. The Code,
which implementation is compulsory for KAD and its representatives, recommends to all companies,
43

According to Insurance Act the general meeting of a mutual insurance company may be organised as a general
meeting of all the members or as a meeting of representatives. The mutual insurance company opted
in its statute for the first option, namely for the general meeting of all the members.
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in which KAD holds shares, to establish an appointing committee under the responsibility of the
respective supervisory board. The nomination committee supports the supervisory board in
formulating proposals for nomination of members of the supervisory board. The content of the work of
this appointing committee, its composition and the procedure of selection and nomination of the board
members are determined by the Code. The nomination committee is composed of 5 members, one
being the president of the supervisory board, while other members are external, representing the
largest shareholders and one representing the public interest (SAC, see below).
The KAD’s Code also foresees cooperation with the Staff Accreditation Council (SAC). The
SAC is an autonomous professional advisory body established by the Government at the beginning of
2009. It participates in the accreditation process and provides independent advice on appropriateness
of qualifications of persons being nominated by the government to board of directors and supervisory
boards of state-owned enterprises. When preparing a proposal for a candidate for a member of a
supervisory board, KAD sends a list of candidates to SAC for a preliminary opinion. SAC formulates
a positive consent or negative opinion and informs KAD thereon. Only candidates, which acquired a
positive consent of SAC, are then proposed to the general assembly for an appointment.
Slovene authorities emphasise that this process of selection and nomination is more transparent,
better organized and faster.
Until now, SOD has not endorsed such code, however a public procedure in the framework of
SAC shall be held before appointing non-executive directors of boards of directors or members of
supervisory boards.
Currently, further important changes in the field of corporate governance of state-owned enterprises
are underway; they aim at harmonizing different practices used and further improving the mode of
independent qualification, nomination and selection of board members of companies, in which the
State holds shares, either directly or indirectly. Within the framework of the Policy on Corporate
Governance of State-Owned Enterprises (based on OECD Guidelines on Corporate Governance of
State-Owned Enterprises) adopted by the Government on 23 July, 2009, a Governance Code,
governing the operations of the Agency and management bodies of state-owned enterprises in the
governance of state capital investments, shall be adopted by the Agency for the Governance of
Capital Investments of the Republic of Slovenia (hereinafter: the Agency). Governance Code shall
be prepared by 30. 6. 2010 and published on the Agency’s website.
The Code will be obligatory also for KAD and SOD. When the Act on Corporate Governance
of State Capital Investments is enforced and the Agency is established, the Personnel Accreditation
Council shall continue with its work as a consulting working body of the Agency in a form of an
Accreditation Commission and will form expert opinions on the suitability of candidates as members
of management and supervision bodies in companies in which the Republic of Slovenia has its capital
investments. The method of operations, the term of office of members and the number of members of
the Accreditation Commission shall be decided by the Council of the Agency. Members of the
Personnel Accreditation Council shall be appointed by the Council of the Agency among external
experts in the area of the entities management. The mechanism should include measures and criteria
on the basis of which the selection of candidates will take place considering their professional
expertise, integrity and the potential existence of any conflicts of interest. Candidate recruitment
should also take place both in the domestic as well as in the foreign environment.
On behalf and for the account of the Republic of Slovenia, the Agency shall perform the
governance tasks for capital investments as well as other tasks stipulated by the Act on Corporate
Governance of State Capital Investment Act. The Agency will be independent in its operation. In
the performance of its tasks, the Agency must act with all due diligence and in accordance with the
budget principles of transparency, efficiency, economy and effectiveness. By supervising the SOE’s
performance, the central unit should assess the adequacy of the nomination mechanism.
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The adequacy of these procedures and their implementation will have to be assessed. Also, some
fine-tuning of recent reforms will be desirable. For instance, unexpected drawbacks of the candidate
selection process through the very transparent SAC procedure have already been identified, such as
the over exposure to media of candidates, which turned out to be a disincentive for good candidates to
apply.
Triglav: a major stake
The State still indirectly holds more than 60% of Triglav, the insurance market leader in both life
and non-life markets. The 2007 World Bank Report44 underlined “the lack of clarity of the ownership
structure of Triglav”. “After many years of court cases, decisions by the Constitutional Court,
complicated legislation, widely verifying corporate valuations and endless discussions, the ownership
structure of Triglav remains less than fully defined”, the report says. While the listing of Triglav on
the stock exchange may have resolved some of the issues, because Triglav dominates the insurance
market and holds large parts of the banking and asset management sector, clarification of ownership
would enable better corporate governance through clearer identification of stakeholders. Regarding the
composition of its supervisory board, since it was recently renewed, it was submitted to the new
accreditation process. The Slovene authorities stressed that all candidates for nomination to the board
as well as already appointed members benefited from the positive consent of SAC.
Building on the recently adopted policy on corporate governance of state-owned enterprises, further
steps should be undertaken to ensure that insurance undertakings fully or partly owned by the
State are subject to best corporate governance practices, including a framework for the nomination
and selection of independent and qualified directors.
Improvements in the corporate governance of insurance company should now be high on the
political agenda: with the forthcoming introduction of Solvency II, the ISA will have to fully rely not
only on consolidated risk-based supervision but also on good corporate governance arrangements for
insurance companies.
2.11. Requirement to create audit committees
The creation of audit committees has become compulsory for all listed companies.
2.12. Requirement to hire appointed actuaries
All insurance undertakings have to appoint a certified actuary.
To perform his tasks, a certified actuary has to be granted an authorisation by the Insurance
Supervision Agency, which is delivered if the applicant:
 has passed a proficiency examination which tests the expertise required to perform the
tasks of certified actuary;
 has not been given a final non-suspended prison sentence of at least three months for a
criminal offence against property and the economy.
The Insurance Supervision Agency shall lay down the conditions for acquiring and testing the
expertise required to perform the tasks of certified actuary and carry out the supervision of certified
actuaries.
44

World Bank, May 2007.
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2.13. Complaints-handling process
2.13.1. Handling of complaints
The Insurance Supervision Agency does not handle complaints.
Internal procedures to settle complaints by insured persons are established within the insurance
undertakings. The form and composition of the body that decides on disputes, and the method and
procedure for decisions shall be prescribed by the insurance undertaking by internal by-laws which
shall be published in the daily press or professional publications intended for consumers.
Insurance undertakings are also obliged to establish a scheme for out-of-court settlement of
disputes between providers of insurance services and consumers and to publish information on the
scheme for out-of-court settlement of disputes in their insurance conditions.
The Slovenian Insurance Association provides an arbitration court, a mediation centre as well as
the services of insurance ombudsman.
While a wide array of tools is at the disposal of policyholders who would wish to lodge a
complaint, the complaints-handling process should be made more efficient in practice, and
information on the possibilities for lodging complains should be more widely publicised. The
ombudsman only deals with about 25 cases a year. Insurers themselves apparently receive a limited
number of complaints only, while one would have expected a far greater surge in the number of
complaints after the recent collapse of the unit-linked market for instance, when many policyholders
discovered that they were bearing the entire investment risk for such products.
It should also be stressed that the very active Slovene Consumer Association is not involved in
the insurance sector for lack of budget and necessary expertise. The hotline for insurance complains
has been transferred from the Ministry of Economy to an outside provider, which does not appear to
be sufficiently proactive in defending the rights of insurance policyholders, contrasting with the
efficiency of the Slovene Consumer Association in the banking area for instance (an activity funded
by the Bank of Slovenia).
2.13.2. Appeal processes, judicial review, dispute settlement procedures.
The Insurance Supervision Agency shall issue decisions in the form of decisions, resolutions,
orders and secondary legislation.

By issuing a decision, the Insurance Supervision Agency decides on granting or withdrawing
an authorisation and on other matters for which the Act does not determine that they shall be
decided on with a resolution or order.

By issuing a resolution, the Insurance Supervision Agency decides on issues referring to the
procedure or arising with respect to the procedure.

An order states the violations in greater detail and prescribes how to eliminate the stated
violations.
Objections are possible against orders. The subject of supervision shall have the right to file an
objection against the order within eight days of service. If the entitled person has filed an objection on
time, the deadline for the elimination of violations set by the order shall be extended for the duration
of the period from the filing of the objection to the issuing of the decision regarding the objection. The
Insurance Supervision Agency may, by order, decide that the objection shall not delay its execution
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when, because of the nature of the violation, its execution cannot be delayed. The Insurance
Supervision Agency shall be obliged to decide on the objection against an order no later than 15 days
after receipt of the objection.
There is no objection against decisions, resolutions or secondary legislation of the Insurance
Supervision Agency. In these three cases judicial protection is provided by relevant courts. The
procedure of judicial protection with the Supreme Court may be initiated against decisions of the
Insurance Supervision Agency, and in some cases against resolutions. No special procedure of judicial
protection is allowed against a decision whereby the Insurance Supervision Agency initiates the
procedure for the revocation of authorisation. Notwithstanding this last provision, it is possible to retry
a case in the procedure of withdrawing an authorisation previously issued by the Insurance
Supervision Agency, provided there exist new facts and evidence and provided the proposal to retry
the case is made within one year of the final decision on withdrawal of authorisation
2.14. Taxation Framework
Under the Corporate Income Tax Act, the tax base of insurance undertakings (as of other
residents and non-residents in respect of activities and/or business performed either in or through a
business unit/permanent establishment in Slovenia) is the profit. Profit is defined as the surplus of
revenue over expenses as laid down in the Corporate Income Tax Act. In establishing the profit, the
revenue and expenses determined in the profit and loss statement or the annual report corresponding to
the profit and loss statement, and declaring revenue, expenses and profit or loss are, subject to the law
and the accounting standards established on the basis thereof, taken into account. Premiums are
treated as revenues. Technical provisions which an insurance undertaking is obliged to create in
accordance with the Act regulating insurance are recognised as expenses in the accounted amounts,
however not exceeding the amount or ceiling subject to the Insurance Act.
Investment income of an insurance undertaking is taxed as regular income. There is a
special provision for all taxpayers as regards capital gains for certain holdings. When an insurance
undertaking makes a capital gain from disposal of holdings in legal entities, he may claim an
exemption in the amount of 50% of the realised capital gains from the tax base if the taxpayer
participated in stock or management in such way that he is the owner of shares, stock or voting rights
in the amount at least 8% and for at least six months, and has at least one person employed on a full
time basis. The capital loss from disposal of holdings is not recognised in the amount of 50%. The
exemption does not apply to capital gains from investments in holdings in legal entities that have a
seat or place of actual operation of their management established in a country in which the general
or/and average nominal tax rate on corporate profits is less than 12.5%; however, this provision does
not imply Member States of the EU.
Under the abovementioned regime of exemption of relevant income, expenses relating to
participation are not recognised in the amount equal to 5% of the received realised capital gains in the
tax period. The list of countries where the general or/and average nominal tax rate on corporate profits
is less than 12.5% (and are not members of the EU) is published on the website of the Ministry of
Finance and on the website of the Tax Administration. The tax rate for Corporate Income Tax is 20%.
Tax shall nevertheless be paid at the rates of 22% and 21% of the taxable basis for 2008 and 2009,
respectively 45 . Insurance undertakings which are authorised to implement the pension scheme in

45

Corporate Income Tax Act (CIT-2) that is applicable from 2007 has determined the tax rate should be 20%
from the taxable base. It was however decided that the tax rate should be reduced gradually (the tax
rate in 2006 was 25%) and a transitional period for the enforcement of the 20% tax rate was
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accordance with the Act regulating pension and disability insurance can pay tax, as regards activities
relating to implementing the pension scheme, at a rate of 0% of the tax base, provided that a separate
tax calculation is compiled for this pension scheme only.
Under the Personal Income Tax Act, the category of interest income includes also income from
life insurance. However, personal income tax is not paid on:


income from life insurance taken out against death where the income is paid out owing to the
death of the person;



income from life insurance where the right arises to request the payment of the insured sum
upon the expiry of ten years from the day the life insurance contract was concluded, the
person taking out the insurance and the person entitled to the insured sum are one and the
same person, and no request has been made for payment of the purchase value of the life
insurance policy prior to the expiry of the period referred to in the first part of this point.

The tax rate is 20%. The tax base for income from life insurance is the difference between
payments received and payments paid in. The value of payments paid in is (in the event of payment in
instalments) determined as the sum of all instalments. If the received payment is not received in a oneoff amount, but in instalments, the payments paid in or the sum of all instalments paid in is divided up
evenly between periods of receiving instalment payments. If the entire period of the paying out of
instalments in a life insurance contract is not defined, the entire period of the paying out of instalments
is taken to be the difference between the taxpayer’s age at the time when the first instalment is paid
out, and the life expectancy of the taxpayer determined with regard to data from the Statistical Office
of the Republic of Slovenia regarding the life expectancy of men or women in Slovenia.
There is no tax deduction for premiums/payments made toward life insurance.

introduced in the CIT-2. The tax rate for the year 2007 was therefore 23%, for the year 2008 22% and
for the year 2009 it is 21%.

56

3. MARKET LIBERALISATION IN INSURANCE

3.1 Establishment of foreign insurers
Slovenia allows foreign investors to access the insurance market by principally three routes:
i) de novo establishment of branch by non-EEA foreign insurer;
ii) de novo establishment using the single passport system of the EU; or
iii) acquisition of qualified shareholding of a domestic insurer.
Foreign insurers could also establish a subsidiary, which would be considered as a local insurer in
all matters and subject to the same prudential requirements as domestic insurers. Cross-border
insurance transactions are discussed below.46
3.1.1 Establishing a branch of a third country insurer
The Insurance Supervision Agency (ISA) shall decide on granting of authorisation for each class
of insurance the branch of a foreign insurance undertaking. All the branch’s services in Slovenia
should be provided in Slovenian language as should all the insurance contracts and policy conditions.
Currently, there are no third country branches in Slovenia.
The Insurance Act requires that a foreign insurer applying for a branch meet the following
conditions:


the business of the branch must be managed by two managers,



the branch must be adequately staffed and technically equipped in order to perform insurance
business,



the branch must have sufficient equity at its disposal (branches are required to fulfil the same
solvency requirements as domestic insurers),



a branch shall be obliged to hold a deposit guarantee 47, amounting to one quarter of the
branch’s equity, and



branches are required to invest the surplus of own assets over the required guarantee capital
in the territory of the EEA.48

46

See section 3.3 Cross-border insurance transactions.

47

A deposit guarantee is deposit of an amount of money or other adequate financial assets as security to meet the
obligations arising from insurance contracts concluded in Slovenia or covering risks situated in
Slovenia which is in line with EU directives.
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The Insurance Act and regulations have the same requirements concerning risk management,
protection of confidential data, books of account, business reports and other fields as for undertakings
incorporated in Slovenia. The same fit and proper rules for domestic insurance undertakings apply to
the managers of the branch.
The Insurance Supervision Agency may refuse to grant an authorisation to establish a branch of a
foreign insurance undertaking if:


the regulations of the home country or the practice for implementing regulations is unlikely
to provide sufficient supervision as provided under the provisions of the Slovenian Insurance
Act;



the insurance undertaking fails to meet other conditions of the Insurance Act.

The reciprocity requirement for branches of non-EU OECD countries has been removed with a
view to OECD accession.
The Insurance Act allows an agency to be established by way of natural person with the ability to
underwrite contracts.
3.1.2 Establishment of branch by an EU insurance undertaking
Insurance undertakings incorporated in the EU are subject to single passport rules which allow
them to establish branches without having authorisation from the host EU state, but through the home
supervisor’s approval.
EU Member State insurance undertaking may take up insurance business in Slovenia if the
competent home supervisory authority submits the necessary documentation to the ISA. The branch of
the EU Member State insurance undertaking may start its insurance business in Slovenia if the home
supervisor declares to the ISA that the insurance undertaking in question has the necessary capital at
its disposal, or upon the expiry of a two month period from the date which the ISA received
notification from the competent home supervisory authority.
Branches of EEA and Swiss49 insurers also benefit from equivalent treatment as EU insurers.
3.1.3 Establishment of branch by a non-EU reinsurer
A foreign insurance undertaking possessing an authorisation to perform reinsurance can provide
reinsurance through a branch or directly if requirements regarding the operations of insurance
undertakings in the country of establishment are at least identical to those in the EU. Authorisation
from a prudentially sound third country is considered to be sufficient. The European Commission is
currently drawing up a definition for “prudentially sound third country” which Slovenia will apply
when it has been agreed.

48

This requirement that branches invest surplus own assets in EEA countries will be removed before the
accession of Slovenia. The reservation of Slovenia for the Codes of Liberalisation already reflects this
position.

49 .

Swiss insurers are granted some exemptions regarding sufficient equity at their disposal and deposit of money
or other adequate financial assets as security to meet the obligations arising from insurance contracts
in Slovenia.
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A branch of a foreign reinsurer is required to follow the same requirements as non-EU foreign
insurers in terms of the need to have two managers and sufficient equity at its disposal. Branches are
required to fulfil the same financial requirements as local reinsurers as can be reasonably expected.
3.1.4 Establishment of branch by a foreign insurance agency
Branching of a foreign insurance agency does not require two managers that is required of a
foreign insurer’s branch. However, all other requirements applicable to foreign insurance branches are
reasonably applied to foreign insurance agencies. An insurance agency (valid also for branch of
foreign insurance agency) is authorised to conclude (underwrite) insurance policies on behalf and for
the account of the insurance undertakings.
3.1.5 Acquisition of local insurer
The Insurance Act establishes that the ISA should authorise the acquisition, by residents or nonresidents, of qualifying holdings of insurance companies (10, 20, 33 and 50% of voting rights or
capital in the company). The requirements include the provision of certain information and documents
to the supervisor that help in determining whether the potential investor is fit and proper. However,
there is no limitation to the foreign holding of insurers.
3.2 Trade Agreements
Slovenia is a member of World Trade Organisation and a signatory of the GATS. Slovenia does
not have any restrictions in the area of establishment of insurers. The GATS commitments are made to
permit inter alia cross-border supply of insurance services in the area of maritime, aviation and
transport (MAT) insurance. However, Slovenian legislation restricts full liberalisation in MAT
insurance, and has therefore committed to amend its legislation to reflect GATS commitments.50
3.3 Cross-border insurance transactions
Cross-border provision of insurance transaction is not allowed, except for EEA insurers. NonEEA insurers are not allowed to promote insurance contracts in Slovenia as well. However, crossborder insurance contracts with non-EEA insurance undertakings taken out by the initiative of a
Slovenia resident are permitted.
Additionally, a restriction on cross-border provision of insurance, relating to goods in
international trade (so-called MAT insurance) for non-EU providers shall be removed on the first
occasion that the Insurance Act needs to be amended before accession to the OECD, which should
occur mid 2010.
Compulsory third party liability insurance cannot be provided by a non-resident insurer.
Promotional activities by non-resident insurers are also prohibited.
 Taxation
Under the Corporate Income Tax Act, withholding tax is calculated and paid at the rate of 15%
on certain types of income of residents and non-residents whose source is in Slovenia. This applies
also to payments made for services, including insurance related services (initiated by the proposer)
that are provided by persons with a head office or actual operation of management located in countries
50

Paragraph 7.iii. of the letter from the Chair of Investment Committee to Slovenia dated 3 April 2009.
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other than EU Member States where the general or average nominal rate of profit taxation is lower
than 12.5%. The list of countries is published by the Ministry of Finance.
3.4 Cross-border reinsurance
Reinsurers possessing a reinsurance authorisation can perform cross-border reinsurance in
Slovenia if requirements regarding the operations of reinsurance undertakings in the country of
establishment are at least identical to those in the EU. Authorisation from a prudentially sound third
country is considered to be sufficient.
The European Commission is currently drawing up a definition for “prudentially sound third
country” which Slovenia will apply when it has been agreed. Cross-border providers of reinsurance
are required to fulfil the capital adequacy requirements applicable to local reinsurers including
solvency requirements, as can be reasonably expected at the branch level.
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4. THE POSITION OF SLOVENIA REGARDING THE OECD CODES OF
LIBERALISATION51

Slovenia permits the establishment of subsidiaries and branches for insurance companies.
Reinsurers can provide services either via subsidiaries or branches, or cross-border. EEA insurers are
subject to the single passport rule which allows the freedom to provide services to EU markets.
Slovenia permits the establishment of branches and agencies of entities providing other insurance
services and private pension providers.
Slovenia allows cross-border insurance transactions only with EEA insurers52, or when the policy
is taken out at the initiative of the policyholder. Promotional activities by non-residents are not
permitted.
The current list of reservations under D items reflects its GATS’ schedule of commitments in
financial services. Slovenia’s schedule of commitments under GATS permits cross-border transactions
in marine, aviation and transport insurance with all GATS members. While the Slovenian legislation
does not reflect this position yet, due to the Constitutional position which grants international
agreements priority, the current list of reservations (the absence of reservation under item D/2) to the
Codes of Liberalisation already reflect this position, and would be binding on Slovenia. Legislation to
amend restrictions in MAT insurance is likely to be passed before the summer of 2010.
The Insurance Act included reciprocity requirements towards the establishment of non-EEA
branches. Reciprocity requirements were waived for branches of Swiss insurers. Slovenia has
amended its legislation to remove reciprocity requirements for branching in March 2009. The current
list of reservations reflects the fact that according to the Roadmap of Accession, candidates may not
lodge reservations based on reciprocity requirements (this concerns items D/6, D/7 and D/8).
Following the first accession review by the Investment Committee and WPGEI, Slovenia has
lodged additional reservations in D/2 for compulsory third-party motor liability insurance, and has
promotional activities which are not permitted by non-resident insurers for all items except D/5 and
D/6.
The prohibition of provision of cross-border services by non-EEA insurers in Slovenia is the
reason for lodging partial reservations under items D/3, D/4, D/7, and D/8. EEA-based insurance
undertakings fall under the European “single passport” system and have freedom to provide services to
EU states.

51

This chapter reflects the work achieved by the OECD Investment Committee in cooperation with the WPGEI
and the WPPP (See document DAF/INV/ACS(2009)1 and DAF/INV/ACS(2009)1/REV1 (Investment
Committee report on Slovenia) and DAF/INV/M(2009)1 (Chair’s letter)).
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According to the Seventh Examination of Members’ Reservations to the Insurance and Private Pensions
Provisions of the CLCIO [C(2008)4], EEA insurers were deemed to have an equivalent requirement to
that imposed on national insurers in the EU and hence EU countries did not have to lodge a
reservation under this item.
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A foreign insurance undertaking possessing an authorisation to perform reinsurance can perform
reinsurance through a branch or directly if requirements regarding the operations of insurance
undertakings in the country of establishment are at least identical to those in the EU. Thus, Slovenia
does not have a reservation under D/5.
Slovenia provides preferential treatment for EEA and Swiss insurers branching or providing
cross-border insurance services. As concluded in the Seventh Examination of members’ reservations
to the Codes of Liberalisation of Current Invisible Operations [C(2008)4], the treatment of EEA and
Switzerland has not been clarified, and the Investment Committee was not able to consider the status
during its Modifications of OECD countries’ position under the Codes of Liberalisation [C(2009)95].
Thus, Slovenia is not required to lodge a reservation with respect to preferential treatment towards
EEA or Swiss insurers as this juncture. As a result of the 5 October meeting of the Investment
Committee, Slovenia is working on a declaration to reaffirm their commitment to continue progress
after accession in extending the benefits of liberalisation beyond the European Economic Area to all
OECD Members.
For items D/7 and D/8, Slovenia permits the establishment of branches and agencies of entities
providing other insurance services and private pension providers.
Slovenia reservations under the insurance and private pension provisions of the Code of
Liberalisation of Current Invisible Operations
D/2

Insurance relating to goods in international trade
Annex I to Annex A, Part 1, D/2
Remark: The reservation, which includes the activity of promotion, applies only to
compulsory third-party liability insurance for road vehicles by foreign insurers other than
undertakings headquartered in the EC.

D/3

Life assurance.
Annex I to Annex A, Part I, D/3, paragraphs 1 and 3
Remark: The reservation, which includes the activity of promotion, does not apply to:
i)
insurance services provided by undertakings headquartered in the EC and
ii)

D/4

if the policy has been taken out at the proposer’s initiative.

All other insurance.
Annex I to Annex A, Part I, D/4, paragraphs 4, 5 and 7
Remark: The reservation, which includes the activity of promotion, does not apply to:

D/7

i)

insurance services provided by undertakings headquartered in the EC and

ii)

if the policy has been taken out at the proposer’s initiative.

Entities providing other insurance services.
Annex I to Annex A, Part IV, D/7
Remark: The reservation, which includes the activity of promotion, does not apply to:
i)
undertakings headquartered in the EC
ii)
if the policy has been taken out at the proposer’s initiative
iii)
establishment of branches and agencies of entities providing other insurance
services.
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D/8

Private Pensions.
Annex I to Annex A, Part IV, D/8
Remark: The reservation, which includes the activity of promotion, does not apply to:
i)
private pension services provided by undertakings headquartered in the EC
ii)
if the policy has been taken out at the proposer’s initiative and
iii)
the establishment of branches and agencies of private pension providers
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5. COMPLIANCE OF SLOVENIA’S REGULATION AND SUPERVISION WITH OTHER
OECD LEGAL INSTRUMENTS ON INSURANCE
5.1. Instruments to be examined by IPPC
Key instruments which have specific policy implications requiring an assessment of the candidate
country’s position through a review by the IPPC and the subsidiary bodies concerned are:
 Recommendation of the Council on Guidelines for Insurers’ Governance C(2005)45
 Recommendation of the Council on Assessment of Reinsurance Companies C(98)40
 Recommendation of the Council on Good Practices for Enhanced Risk Awareness and
Education in Insurance Issues C(2008)22.
5.1.1. Recommendation of the Council on Guidelines for Insurers’ Governance C(2005)45
Slovenia accepts this Recommendation.
Slovenia’s corporate governance framework has been modernized over the last few years, and is
still under reform. 53 A number of concerns need to be addressed to comply fully with the OECD
Guidelines for insurers’ governance listed below.
Guideline 2. Board structure(s)
An insurance undertaking may opt for a two-tier management system including a management
board and a supervisory board. A recent reform also allowed insurance companies to streamline their
governance structure and adopt a one-tier management system with a board of directors.
The functioning of supervisory boards should be improved towards increased efficiency and
effectiveness: boards should be endowed with extended powers and their responsibilities in
monitoring the operation of insurance undertakings should be clarified
Guideline 4. Composition and suitability
The composition and suitability of board members are defined clearly in the legal statutes. Only a
person who has been granted an authorisation to assume the function of a member of the board of
directors of an insurance public limited company may be appointed as the member of the board of
directors of an insurance public limited company.
Building on the recently adopted policy on corporate governance of state-owned enterprises, further
steps should be undertaken to ensure that insurance undertakings fully or partly owned by the
State are subject to best corporate governance practices, including a framework for the nomination
and selection of independent and qualified directors.
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For more details on the Slovene corporate governance framework, see 2.10 above.
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Guideline 10. Protection of participating policyholder in the case of mutual insurers
Provisions of the Company Act and the provisions of Insurances Act for Board of directors of an
insurance public limited company reasonably apply to the board of directors of the mutual insurance
company. The bodies of a mutual insurance company shall be the board of directors, the supervisory
board and the general meeting. The members of a mutual insurance company shall exercise their rights
in the mutual insurance company by means of a general meeting, unless otherwise stipulated by law.
Reform of the composition and functioning of the Slovene mutual insurance company is being
considered.
Guideline 11. Disclosure
An insurance undertaking shall announce in the daily press or the professional financial press
published at least once a week a summary of the audited annual report, including the auditor’s and
actuary’s opinion, within 8 days of its, but no later than eight months after the end of the calendar year.
Guideline 12. Redress
Insurance undertakings are obliged to establish a scheme for out-of-court settlement of disputes
between providers of insurance services and clients (consumers). The form and composition of the
body that decides in disputes, and the method and procedure for decisions shall be prescribed by the
insurance undertaking by internal bylaws which shall be published in the daily press or professional
publications intended for consumers. Insurance undertakings have also obligations to publish
information on the scheme for out-of-court settlement of disputes in their insurance conditions.
5.1.2. Recommendation of the Council on Assessment of Reinsurance Companies C(98)40
Slovenia accepts this Recommendation. The duty to assess reinsurance companies to which
insurance companies cede business as well as the duty of reinsurance companies to disclose relevant
information is prescribed in the Insurance Act. Slovenia has two local reinsurance companies, with
one acting as a captive insurer and the other with shareholdings of local insurers. Both local reinsurers
have an international rating of A-. Insurers have the option of using local reinsurers which are well
managed and capitalised, with an international rating, or to access foreign reinsurers. Some of the
subsidiaries of the foreign insurers would also use the reinsurer of their parent body.
5.1.3. Recommendation of the Council on Good Practices for Enhanced Risk Awareness and
Education in Insurance Issues C(2008)22
Slovenia agrees with this Recommendation, with a timeframe for implementation until the end of
2010.
Until now, Slovenia has not had financial education programs that addressed insurance
specifically. It is however strongly committed to provide adequate financial education and welcomes
the important reference, guidance and recommendations of the OECD in this field. In an effort to raise
awareness on the importance of financial education, including in the field of insurance issues, and
bringing together the required measures, initiatives and good practices on financial education a
“Coordination group for financial education” is foreseen to be established by the Government. The
aim of this group, which will be centrally coordinated by the Ministry of Finance with an active
involvement and cooperation of all relevant stakeholders, will be to create a national strategy for
financial education by mid 2010. The main objective of the strategy will be to deliver an overview of
the existing activities, to identify issues and challenges and to develop solutions for improvement of
financial literacy
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Slovenia should develop and implement a state program on financial education in the insurance
field.
5.2. Instruments to be assessed by the Secretariat
Instruments that are primarily of technical or operational nature, and for which the position of the
candidate country will be assessed through a technical review by the Secretariat are:

Recommendation of the Council on the Establishment of a Check-list of Criteria to Define
Terrorism for the Purpose of Compensation C(2004)63/REV2
 Recommendation of the Council on Good Practices for Insurance Claim Management
C(2004)62
 Recommendation of the Council concerning a Common Classification of the Classes of
Insurance Recognised by the Supervisory Authorities of the Member Countries C(83)178
 Recommendation of the Council concerning Institutional Co-Operation between Authorities
of Member Countries Responsible for Supervision of Private Insurance C(79)195.
5.2.1. Recommendation of the Council on the Establishment of a Check-list of Criteria to Define
Terrorism for the Purpose of Compensation C(2004)63/REV2
Slovenia accepts this Recommendation.
Slovenia has implemented the definition in the International Convention for the Suppression of
the Financing of Terrorism and notes that this definition is not completely in line with the proposed
elements of the Recommendation.
Slovenia’s insurance legislation does not contain the definition of “terrorism”. As noted by
Slovenia, the definition of terrorism it uses for compensation of terrorism related losses is not
completely in line with the proposed elements of the Recommendation.
5.2.2. Recommendation of the Council on Good Practices for Insurance Claim Management
C(2004)62
Slovenia accepts this Recommendation.
Appropriate claim management is prescribed by the Insurance Act as well as in the Code of
Conduct of the Insurance Association. Some of the requirements of the Recommendation are not
explicitly prescribed in existing Slovenian legal acts but the Slovenian insurance supervisor is of the
opinion that insurance claim management is in line with the Recommendation.
Internal procedures to settle complaints by insured persons have to be established within the
insurance undertaking. The form and composition of the body that decides in disputes, and the method
and procedure for decisions shall be prescribed by the insurance undertaking by internal by-laws
which shall be published in the daily press or professional publications intended for consumers.
Insurance undertakings are also obliged to establish a scheme for out-of-court settlement of
disputes between providers of insurance services and clients (consumers) and to publish information
on the scheme for out-of-court settlement of disputes in their terms and conditions. All insurance
companies use the insurance ombudsman of the Insurance Association whose service is available to
non-members as well.

66

5.2.3. Recommendation of the Council concerning a Common Classification of the Classes of
Insurance Recognised by the Supervisory Authorities of the Member Countries
Slovenia accepts this Recommendation.
The classification of insurance is prescribed in the Insurance Act and is in line with the
Recommendation. Slovenia follows the EU directives’ classifications which are in line with the OECD
classifications.
5.2.4. Recommendation of the Council concerning Institutional Co-Operation between Authorities
of Member Countries Responsible for Supervision of Private Insurance
Slovenia accepts this Recommendation.
The exchange of information between supervisory authorities is dealt with in the Insurance Act.
Various bilateral memorandums have been signed with the insurance supervisors of five non-OECD
countries.54

54

Memorandums of Understandings (MOUs) have been signed with the insurance supervisors of Croatia, Bosnia
and Herzegovina, Serbia, Ukraine, and the Republic of Kosovo.
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