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1. Executive Summary  

The Superintendent of Insurance (Superintendent) is the competent supervision authority of the 

insurance and reinsurance businesses in the Republic and exercises all the duties and powers 

granted to him by the Law on Insurance and Reinsurance Services and Other Related Issues (L. 

38(I)/2016), for the purpose of protecting the policyholders and the insurance beneficiaries. 

Our Office conducted performance audit and compliance audit, aiming to verify the degree of 

compliance of the Superintendent with applicable legislation and assessing the adequacy and 

effectiveness of the supervision exercised in the insurance sector, with the aim of early detection of 

insurance companies that are at risk to become problematic.  

The most important findings of the audit are briefly mentioned below: 

 There is no recorded procedure for the formulation of the annual audit program.  

We recommended that be specified and recorded the procedures for preparing an annual 

audit program. 

 The risk assessment regarding the qualitative part, namely the evaluation of the system of 

governance of the insurance company is based, to a great extent, on the judgement of the 

“first officer” who is responsible for the audit. Taking into account that this assessment can 

be carried out mainly through a field audit, our Office has reservations regarding the reliability 

of the total risk assessment of the companies, for which a field audit has not been conducted 

for a long time.  

We recommended that the Insurance Companies Control Service (Supervising Authority) 

conducts targeted field audits, in rotation, on all insurance companies, for evaluation of the 

system of governance. We also recommended that the number of years elapsed since the 

last on the spot assessment, to be taken into account during the qualitative risk assessment 

and therefore in the derivation of the overall risk assessment. 

 No risk assessment was carried out, for purposes of scheduling the tasks of 2020, but the 

Supervising Authority used the 2019 risk assessment, which was revised during staff meetings, 

based on their experience, for which no minutes were kept. Also, minutes were not kept for 

the staff meetings for preparing and revising the priorities table and the 2019 audit schedule, 

for the purpose of documenting the changes that were made.  

We recommended that the risk assessment of the supervised entities be carried out at least 

once a year and be the basis for the formulation of the annual audit program. In addition, 

the Supervising Authority must adequately document any of its decisions, regarding the 

qualitative risk assessment it carries out, as well as the preparation of a priorities table and 

the annual audit schedule.  

 There is no specified timetable for the examination of the quarterly and annual reports 

submitted by the audited entities, nor any program is prepared describing the tasks expected 
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to be carried out by each officer, regarding this audit. Also, the dates of commencement and 

completion of the examination of the quarterly and annual reports are not recorded.  

We recommended that, for monitoring and reviewing purposes, the work carried out by the 

officers and also, in order to ensure the timely examination of the reports, an audit program 

is prepared and approved, which states the dates of commencement and expected 

completion of the audit.  

 There is no formal and approved audit program, in relation to the work that an officer is 

expected to perform in field audits, but it up to each officer to decide what to audit and to 

what extent.   

We recommended that for every field audit, the responsible officer should prepare an audit 

program, which will be approved by a responsible chief officer. 

 We found gaps, in the documentation and review of the work carried out, both in relation to 

the quarterly and annual reports, as well as the field audits.   

We recommended that, with regards to the supervisory work carried out, whether it 

concerns  the quarterly and annual reports, or the field audits, worksheets documenting all 

the work done, the findings and the suggestions/measures taken, should be kept.   

 There is no written policy specifying the frequency of carrying out field audits in each 

company, and as a result there is a risk of not conducting field audit in an audited entity for a 

number of years. 

We recommended that the Supervising Authority define a written policy on the issue. 

 The findings and recommendations arising from the field audits are not systematically 

monitored.  

We recommended that, in cases where the implementation of the Supervising Authority ’s 

recommendations can only be assessed through a field audit, a repeat field audit is planned as 

soon as possible, to confirm the corrective measures taken by the supervised entities. 


