THE CROATIAN PARLIAMENT

611

Pursuant to Article 89 of the Constitution of the Republic of Croatia | hereby issue the

DECISION

ON PROMULGATING THE INSURANCE ACT

| hereby promulgate themsurance Act passed by the Croatian Parliament at its session on 6
March 2015.

Class: 01101/1501/17
Reg No: 71-05-03/1-15-2
Zagreb, 11 March 2015
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of the Republic
of Croatia

Kolinda

Grabar - )
Kitarnpil,

INSURANCE ACT
TITLE |
PRELIMINARY PROVISIONS
Subject Matter
Article 1
This Act lays down:

1. the conditions for the establishment, operations and discontinuation of insurance,
reinsurance and mutual undertakings;

2. the conditions under which insurance and reinsurance unagdakbm other Member
States and third countries may pursue the insurance and reinsurance business in the Republic
of Croatia;

3. the supervision ahsurance and reinsurance undertakings in the group;



4. the supervision of supervised entities;

5. the repesentative, reorganisation, special management, liquidation and bankruptcy of
insurance, reinsurance and mutual undertakings;

6. the manner of reporting to EIOPA and the European Commission and cooperation with
other supervisory authorities;

7. consumer tection;
8. the operation of insurance and reinsurance pools and of the national insurers' bureau;

9. the conditions for the establishment, operations and discontinuatiosusdnceagents
activitiesand insurance and reinsuranrekerageactivities

10. penakanctions
Acquis Communautaire
Article 2

(1) This Act transposes the following directives into the legal system of the Republic of
Croatia:

1. Council Directive 91/371/EEC of 20 June 1991 on the implementation of the Agreement
between the Europ@ Economic Community and the Swiss Confederation concerning direct
insurance other than life assurance (OJ L 205, 27 July 1991)

2. Council Directive 91/674/EEC of I3ecembed991 on the annual accounts and
consolidated accounts of insurance undertakif@$ L 374, 31 December 1991) as last
amended by Directive 2006/46/EC of the European Parliament and of the Council of 14 June
2006 amending Council Directives 78/660/EEC on the annual accounts of certain types of
companies, 83/349/EEC on consolidated ant®u86/635/EEC on the annual accounts and
consolidated accounts of banks and other financial institutions and 91/674/EEC on the annual
accounts and consolidated accounts of insurance undertakings (OJ L 224, 16 August 2006)

3. Directive 2002/92/EC of theutopean Parliament and of the Council of 9 December 2002
on insurance mediation (OJ L 9, 1&nuary2003)

4. Council Directive 2004/113/EC of 13 December 2004 implementing the principle of equal
treatment between men and women in the access to and sfigalgds and services (OJ L
373, 21Decembef004)

5. Directive 2009/138/EC of the European Parliament and of the Council of 25 November
2009 on the takingip and pursuit of the business of Insurance and Reinsurance (Solvency Il)
(OJ L 335, 17 December 2008s last amended by Directive 2014/51/EU of the European
Parliament and of the Council of 16 April 2014 amending Directives 2003/71/EC and
2009/138/EC and Regulations (EC) No 1060/2009, (EU) No 1094/2010 and (EU) No
1095/2010 in respect of the powers &k tEuropean Supervisory Authority (European



Insurance and Occupational Pensions Authority) and the European Supervisory Authority
(European Segities and Markets Authority()OJ L 153, 22 May 2014).

(2) This Act ensures the prerequisites forithplementation of:

1. Regulation (EU) No 1092/2010 of the European Parliament and of the Council of
24 November 2010 on European Union mapradential oversight of the financial system
and establishing a European Systemic Risk Board (OJ L 331, 15 Decoibgr

2. Regulation (EU) No 1093/2010 of the European Parliament and of the Council of
24 November 2010 establishing a European Supervisory Authority (European Banking
Authority), amending Decision No 716/2009/EC and repealing Commission Decision
2009/78/EC (0OJ L 331, 15 December 2010)

3. Regulation (EU) NA094/2010 of the European Parliament and of the Council of
24 November 2010 establishing a European Supervisory Authority (European Insurance and
Occupational Pensions Authority), amending Diecis No716/2009/EC and repealing
Commission Decision 2009/79/EC (OJ L 331, 15 December 2010)

4. Regulation (EU) No 1095/2010 of the Europed@arliament and of the Councdf

24 November 2010 establishing a European Supervisory Authority (European Ssandie
Markets Authority), amending Decision No 716/2009/EC and repealing Commission
Decision 2009/77/EC (OJ L 331, 15 December 2010)

5. Commission Delegated Regulation (EU) 2015/35 of 10 October 2014 supplementing
Directive 2009/138/EC of the European Rarient and of the Council on the taking and
pursuit of the business of Insurance and Reinsurance (Solvency Il) (OJ L Iandary
2015).

Definitions
Article 3
For the purposes of this Act, the following definitions shall apply:

1. 'insurance undertalg' means a legal person with head office in the Republic of Croatia
which pursues the life or ndife insurance business, which has received the authorisation
from the Agency to pursue the insurance business and which is registered in the court register
of the competent commercial court;

2. 'captive insurance undertaking’ means an insurance undertaking, owned either by a
financial undertaking other than an insurance or reinsurance undertaking or a group of
insurance or reinsurance undertakings withinrtreaning of Article297 of this Act or by a
nonfinancial undertaking, the purpose of which is to provide insurance cover exclusively for
the risks of the undertaking or undertakings to which it belongs or of an undertaking or
undertakings of the group ofhich it is a member, and 'captive reinsurance undertaking'
means a reinsurance undertaking, owned either by a financial undertaking other than an
insurance or reinsurance undertaking or a group of insurance or reinsurance undertakings
within the meaning ofArticle 297, paragraph 1, subparagraph 3 of this Act or by a non
financial undertaking, the purpose of which is to provide reinsurance cover exclusively for the



risks of the undertaking or undertakings to which it belongs or of an undertaking or
undertakings of the group of which it is a member;

3. 'insurance undertaking from another Member State' means a legal person with head office
in another Member State which is authorised by the competent supervisory authority to pursue
the insurance business;

4. 'thrd-country insurance undertaking' means a legal person with head office outside the
Republic of Croatia or another Member State which has received the authorisation from the
Agency to pursue the insurance business in the territory of the Republic obGnodér the

right of establishment (branch);

5. 'insurance undertaking from the Swiss Confederation' means a legal person with head office
in the Swiss Confederation which has received the authorisation from the Agency to pursue
the insurance business ime territory of the Republic of Croatia under the right of
establishment (branch);

6. 'reinsurance undertaking' means a legal person with head office in the Republic of Croatia
which is authorised by the Agency to pursue the reinsurance business andswagibtered
in the court register of the competent commercial court;

7. 'reinsurance undertaking from another Member State' means a legal person with head office
in another Member State which is authorised by the competent supervisory authority ¢o pursu
the reinsurance business;

8. 'third-country reinsurance undertaking' means a legal person with head office outside of the
Republic of Croatia or any other Member State which is authorised by the competent
supervisory authority to pursue the reinsurancsness;

9. 'reinsurance undertaking from the Swiss Confederation' means a legal person with head
office in the Swiss Confederation which is authorised by the competent supervisory authority
to pursue the reinsurance business;

10. 'mutual undertaking' mesra legal person with head office in the Republic of Croatia
which is authorised by the Agency to pursue the insurance business and which is registered in
the court register of the competent commercial court;

11. 'reinsurance’ means either of the following

T the activity consisting in accepting risks ceded by an insurance undertaking, an insurance
undertaking from another Member State, a teiodntry insurance undertaking, or by another
reinsurance undertaking, another reinsurance undertaking from amht¢hdber State or a
third-country reinsurance undertaking; or

Tin the case of the association of under wr i |
accepting risks, ceded by any member of LI oy
otherthe@ t he association of underwriters known ¢

12. 'finite reinsurance' means reinsurance under which the explicit maximum loss potential,
expressed as the maximum economic risk transferred, arising both from a significant



underwriting risk and timingisk transfer, exceeds the premium over the lifetime of the
contract by a limited but significant amount, together with at least one of the following two
features:

T explicit and material consideration of the time value of money;

T contractual provision®o moderate the balance of economic experience between the parties
over time to achieve the target risk transfer;

13. 'Member State' means any Member State of the European Union and a signatory state to
the Agreement on the European Economic Area;

14. 'thrd country' means any country other than the Republic of Croatia or a Member State;
15. 'home Member State' means any of the following:

T for nonlife insurance, the Member State in which the head office of the insurance
undertaking covering the risk stuated;

T for life insurance, the Member State in which the head office of the insurance undertaking
covering the commitment is situated; or

T for reinsurance, the Member State in which the head office of the reinsurance undertaking is
situated,;

16. 'hos Member State' means the Member State, other than the home Member State, in
which an insurance or a reinsurance undertaking has a branch or provides services;

17. 'Member State in which services are provided' means a Member State of the commitment
or theMember State in which the risk is situated, if this commitment or this risk is covered by
the insurance undertaking or by the branch situated in another Member State;

18. 'Member State in which the risk is situated' means any of the following:
(a) the Membr State in which the property is situated, where the insurance relates either to
buildings or to buildings and their contents, in so far as the contents are covered by the same

insurance policy;

(b) the Member State of registration, where the insurarateseto vehicles of any type (car,
plane, vessel, i.e. yacht);

(c) the Member State where the policy holder took out the policy in the case of policies of a
duration of four months or less covering travel or holiday risks, whatever the class concerned,;

(d) in all cases not explicitly covered by itef@, (b) or(c) above, the Member State in
which either of the following is situated:

T the habitual or permanent residence of the policy holder if the policy holder is a natural
person; or



Tifthepolicyhoder i s a | egal person, that policy ho
relates;

19. 'Member State of the commitment’ means the Member State in which either of the
following is situated:

T the habitual or permanent residence of the policy holder;

Tif the policy holder is a |legal per son, t
contract relates;

20. 'Agency' means the Croatian Financial Services Supervisory Agency which was founded
on the basis of the Act on the Croatian Financial ServiogerSisory Agency and which is
the supervisory authority entitled to perform supervision on the basis of this Act;

21. 'competent supervisory authority’ means an authority from another Member State, third
country or Swiss Confederation empowered by lawegulation to supervise the insurance
andreinsurance businesthe insurancandreinsurancdrokerage activitieand the insurance
agents activities

22. 'branch' means a branch of an insurance or reinsurance undertaking which is located in the
territory of a Member State other than the home Member State;

23. 'establishment' of an insurance or reinsurance undertaking means its head office or any of
its branches;

24. 'parent undertaking' means the undertaking which meets any of the following conditions
with regard to the subsidiary undertaking:

T has a majority of the voting rights in a subsidiary undertaking; or

i has the right to appoint or remove a majority of the members of the management or
supervisory board or executive directors of a subsidiary taldeg and is at the same time a
shareholder in or member of that undertaking; or

T has the right to exercise dominant influence over a subsidiary undertaking pursuant to a
contract entered into with that undertaking or to another contract or agreement;

i holds a participating interest in a subsidiary undertaking and exercises a dominant influence
over it;

T is a shareholder in or member of an undertaking pursuant to an agreement with other
shareholders in or members of that undertaking by controlling arityapf voting rights in
that undertaking;

T holds a participating interest in a subsidiary undertaking and has entered into a contract on
the management of its operations on the basis of which it manages the operations of the
subsidiary undertaking; or



T it exercises a dominant influence over another undertaking according to the opinion of the
supervisory body or manages another undertaking or a subsidiary undertaking on a unified
basis;

25. 'subsidiary undertaking' means a legal person over which & padartaking effectively
exercises a dominant influence as described in subparagraph 24 of this Article. All subsidiary
undertakings shall be considered as subsidiary undertakings of parent undertakings.

26. 'close links' means a situation in which twerare natural or legal persons are linked by
control or participation, or a situation in which two or more natural or legal persons are
permanently linked to one and the same person by a control relationship;

27. 'control' means the relationship betweenparent undertaking and a subsidiary
undertaking, as set out in subparagraphs 24 and 25 oAtiniée, or a similar relationship
between any natural or legal person and an undertaking;

28. 'intragroup transaction' means any transaction by which an imseirar reinsurance
undertaking relies, either directly or indirectly, on other undertakings within the same group
or on any natural or legal person linked to the undertakings within that group by close links,
for the fulflment of an obligation, whether orot contractual, and whether or not for
payment;

29. 'participation' means the ownership, direct or by way of control, of 20% or more of the
voting rights or capital of an undertaking;

30. 'qualifying holding' means a direct or indirect holding in an taki|eg which represents
10% or more of the capital or of the voting rights or which makes it possible to exercise a
significant influence over the management of that undertaking;

31. 'regulated market' means the market regulated by the act governiad roapikiets. In the
case of a market situated in a third country, a financial market which fulfils the following
conditions

T it is recognised by the home Member State of the insurance undertaking and fulfils
requirements comparable to those governing épital market; and

T the financial instruments dealt in on that market are of a quality comparable to that of the
instruments dealt in on the regulated market or markets of the home Member State;

32. 'national insurers' bureau’ means a professional oagjaniswhich is constituted in
accordance with Recommendation No 5 adopted on 25 January 1949 by the Road Transport
Subcommittee of the Inland Transport Committee of the United Nations Economic
Commission for Europe and which groups together insurancetakiohgs which, in a State,

are authorised to conduct the business of motor vehicle insurance against civil liability. In the
Republic of Croatia, it is the Croatian Insurance Bureau,

33. 'national guarantee fund' is the property managed by the natisnadrsi bureau, i.e. the
Guarantee Fund managed by the Croatian Insurance Bureau in the Republic of Croatia,

34. 'financial undertaking' means any of the following entities:



(a) a credit institution, a financial institution or an ancillary banking serwicetrtaking
within the meaning of the act governing credit institutions;

(b) an insurance undertaking, or a reinsurance undertaking or an insurance holding company
within the meaning of this Act;

(c) an investment firm or a financial institution withinetimeaning of the act governing
capital market

(d) a mixed financial holding company within the meaning of the act governing
supplementary supervision of financial conglomerates;

35. 'special purpose vehicle' means any legal person, other than an exsstiramce or
reinsurance undertaking, which assumes risks from insurance or reinsurance undertakings and
which fully funds its exposure to such risks through the proceeds of a debt issuance or any
other financing mechanism where the repayment rights ofptbeiders of such debt or
financing mechanism are subordinated to the reinsurance obligations of such an undertaking;

36. 'large risks' means:

1. risks classified under Article 7, paragraph 2, subparagrapfisafid subparagraphs 11 and
12 of this Act;

2. risks classified under Article 7, paragraph 2, subparagraphs 14 and 15 of this Act where the
policy holder is engaged professionally iniadustrial or commerciactivity and the risks
relate to such activity;

3. risks classified under Article 7, paragh 2, subparagraphs 3, 8, 9, 10, 13 and 16 of this
Act in so far as the policy holder meets at least two of the following criteria:

I assets ayearendexceed the amount of HR&B,360,000.00;
T net turnover exceeds the amount of H&K840,000.00 duringhe financial year;
I the average number of employees during the financial year exceeds 250;

If the policy holder belongs to a group of undertakings for which consolidated accounts
within the meaning of accounting regulations governing financial repogtsirawn up, the
criteria set out in the third indent of this subparagraph shall be applied on the basis of the
consolidated accounts;

37. 'outsourcing' means an arrangement of any form between an insurance or reinsurance
undertaking and a service providerhether a supervised entity or not, by which that service
provider performs a prosg a service or an activity, whether directly or by -suwitsourcing,

which would otherwise be performed by the insurance or reinsurance undertaking itself;

38. 'function’, within a system of governance, means an internal capacity to undertake
practical tasks; a system of governance includes themaiagement function, the
compliance function, the internal audit function and the actuarial function;



39. 'underwting risk' means the risk of loss or of adverse change in the value of insurance
liabilities, due to inadequate pricing and provisioning assumptions;

40. 'market risk' means the risk of loss or of adverse change in the financial situation resulting,
directy or indirectly, from fluctuations in the level and in the volatility of market prices of
assets, liabilities and financial instruments;

41. ‘credit risk' means the risk of loss or of adverse change in the financial situation, resulting
from fluctuationsn the credit standing of issuers of securities, counterparties and any debtors

to which insurance and reinsurance undertakings are exposed, in the form of counterparty
default risk, or spread risk, or market risk concentrations;

42. 'qualif/ing central counterparty’ means a central counterparty authorised in accordance
with Article 14 of Regulation (EU) No 648/2012 of the European Parliament and of the
Council or recognised in accordance with Article 25 of that Regulation;

43. 'external creditssessment institution' means a credit rating agency registered or certified
in accordance with Regulation (EC) No 1060/2009 of the European Parliament and of the
Council or the central bank issuing credit ratings to which that Regulation does not apply;

44. 'operational risk' means the risk of loss arising from inadequate internal processes,
personnel or systems, or from external events;

45. 'liquidity risk' means the risk that insurance and reinsurance undertakings are unable to
realise investments and ethassets in order to settle their financial obligations when they fall
due;

46. ‘concentration risk' means all risk exposures with a loss potential which is large enough to
threaten the solvency or the financial position of insurance and reinsurancekindsr

47. 'riskmitigation techniques' means all techniques which enable insurance and reinsurance
undertakings to transfer part or all of their risks to another party;

48. 'diversification effects’ means the reduction in the risk exposure of insuasdce
reinsurance undertakings and groups related to the diversification of their business, resulting
from the fact that the adverse outcome from one risk can be offset by a more favourable
outcome from another risk, where those risks are not fully cordelate

49. 'probability distribution forecast' means a mathematical function that assigns to an
exhaustive set of mutually exclusive future events a probability of realisation;

50. risk measure' means a mathematical function which assigns a monetary ara@inéto
probability distribution forecast and increases monotonically with the level of risk exposure
underlying that probability distribution forecast;

51. 'EIOPA' means the European Supervisory AuthofityEuropean Insurance and
Occupational Pensions #hority, established by Regulation (EU) No 1094/2010 of the
European Parliament and of the Council;



52. 'ESMA' means the European Supervisory AutheriBuropean Securities and Markets
Authority established by Regulation (EU) No 1095/2010 of the Europeaimment and of
the Council,

53. 'EBA means the European Supervisory Authoritfeuropean Banking Authority
established by Regulation (EU) No 1093/2010 of the European Parliament and of the Council;

54. 'ESRB' means the European Systemic Risk Board éoutgy Regulation (EU) No
1092/2010 of the European Parliament and of the Council,

55. 'ESFS' means the European System of Financial Supervision (EIOPA, ESMA and EBA),
also covering the ESRB;

56. 'ESA' is a common term for European Supervisory Authoriiesgely: EIOPA, EBA and
ESMA,;

57. 'Joint Committee' means the Joint Committee of ESA established by Article 54 of the
following regulations: Regulation (EU) No 1093/2010, Regulation (EU) No 1094/2010 and
Regulation (EU) No 1095/2010;

58. Regulation (EU) N®48/2012 means the Regulation of the European Parliament and of
the Council of 4 July 2018n OTC derivatives, central counterparties and trade repositories
(OJ L 201, 27 July 2012)

59. Regulation (EC) No 1060/2009 means the Regulation of the Europemmatiand of
the Council of 16 September 2009 on credit rating agencies (OJ L 30@yvEmber2009)

60. Regulation (EU) No 593/2008 means the Regulation of the European Parliament and of

the Cauncil of 17 June 2008 on the law applicable to contractubdaiions (Rome)l (OJ L
177, 4 July 2008).

TITLE I
GENERAL PROVISIONS
Scope

Article 4
(1) This Act shall apply to legal persons that pursue the insurance and reinsurance business in
the territory of the Republic of Croatia in accordance with this Acttanather persons in
accordance with the provisions of this Act.
(2) Unless otherwise provided by this Act, the provisions of the act governing the compulsory
insurance within the transport sector shall apply to o compulsory insurance within the
transportsector, and the provisions governing other compulsory insurance in the Republic of

Croatia shall apply to other compulsory insurance.

(3) Unless otherwise provided by this Act, the provisions of the act governing voluntary
health insurance shall apply topplementary, additional and private health insurance.



(4) In regard to notife insurance, this Act shall not apply to the following operations:
1. capital redemption operations;

2. operations of provident and mutual benefit institutions whose benefjtaeeording to the
resources available and in which the contributions of the members are determined on a flat
rate basis;

3. operations carried out by organisations not having a legal personality with the purpose of
providing mutual cover for their memisewithout there being any payment of premiums or
constitution of technicgbrovisions

4. export credit insurance operations for the account of or guaranteed by the Republic of
Croatia or any other Member State or where the aforementioned are the insurers;

5. an assistance activity which fulfils all the following conditions:

T the assistance is provided in the event of an accident or breakdown involving a road vehicle
when the accident or breakdown occurs in the territory of the Republic of Croatia dhany o
Member State of the undertaking providing the cover;

T the liability for the assistance is limited to the following operations:

(a) an orthe-spot breakdown service for which the undertaking providing cover uses, in most
circumstances, its own staffidnequipment;

(b) the conveyance of the vehicle to the nearest or the most appropriate location at which
repairs may be carried out and the possible accompaniment, normally by the same means of
assistance, of the driver and passengers to the nearesiridcath where they may continue

their journey by other means; and

(c) the conveyance of the vehicle, possibly accompanied by the driver and passengers, to their
home, point of departure or original destination within the same State; and

T the assistance i®ot carried out by an undertaking which is subject to the provisions of this
Act;

6. mutual undertakings which pursube nontlife insurance businessand which have
concluded with other mutual undertakings an agreement which provides for the full
reinsurance of the insurance policies issued by them or under which the accepting undertaking
is to meet the liabilities arising under such policies in tlaeglf the ceding undertaking. In

such a case the accepting undertaking shall be subject to the rules of this Act.

(5) In regard to lifansurance, this Act shall not apply to the following operations and
activities:

1. operations of provident and muti@nefit institutions whose benefits vary according to the
resources available and which require each of their members to contribute at the appropriate
flat rate;



2. operations carried out by organisations, other than undertakings within the meaning of this
Act, whose object is to provide benefits for employed oreelployed persons belonging to

an undertaking or group of undertakings, or a trade or group of trades, in the event of death or
survival or of discontinuance or curtailment of activity, whethemot the commitments
arising from such operations are fully covered at all times by mathematical provisions;

3. organisationsassociations and institutionghich undertake to provide benefits solely in
the event of death, where the amount of such benéfies not exceed the average funeral
costs for a single death or where the benefits are provided in kind.

(6) In regard to reinsurance, this Act shall not apply to the reinsurance business pursued or
fully guaranteed by the government of the Republicroa@a.

Implementation oThis Act on Insurance and Reinsurance Undertakings
Article 5

(1) Unless otherwise provided by this Act, the provisions of this Act relating to insurance
undertakings shall also apply to reinsurance undertakings.

(2) The provisions of this Act related to reinsurance undertakings shall apply to insurance
undertakings authorised to purghereinsurancdusiness

Exclusion from Scope Due to Size
Article 6

(1) A small insurance undertaking is an undertaking whicfil§uall of the following
conditions:

1. the undertakingb6s annual gr os s39wmilont t en pr

2. the total of the wundertakingds technical
reinsurance contracts and spegiatpose vehicles, does not exceed HE¥S million;

3. where the undertaking belongs to a group, the total of the technical provisions of the group
defined as gross of the amounts recoverable from reinsurance contracts and special purpose
vehicles does n@xceed HRKL95million;

4. the business of the undertaking does not incthdensurance or reinsurandaisiness
covering liability, credit and suretyship insurance risks, unless they constitute ancillary risks
within the meaning of Articl@5 of this Act

5. the business of the undertaking does not include reinsurance operations exceeding
HRK 3.9million of its gross written premium income or HRI.5million of its technical
provisions gross of the amounts recoverable from reinsurance contracts aatl mopase
vehicles, or more than 10% of its gross written premium income or more than 10% of its
technical provisions gross of the amounts recoverable from reinsurance contracts and special
purpose vehicles.



(2) An insurance undertaking which in all cagdéls all of the following conditions shall be
also considered as a smsited insurance undertaking:

1. none of the thresholds set out in paragrapt this Article has been exceeded over the
three previous consecutive years;

2. none of the threshadset out in paragraghof this Article is expected to be exceeded in
the following five years.

(3) An insurance undertaking which has exceeded the amounts set out in paragraph 1 of this
Article for three consecutive years since the beginning of thehfoggtir shall not be
considered as a small insurance undertaking.

(4) An insurance undertaking which conducts its activities under the freedom to provide
services or the right of establishment shall not be regarded as a small insurance undertaking
regardles of the conditions set out in paragraphs 1 and 2 of this Article.

(5) The following provisions of this Act shall not apply to small insurance undertakings:

1. Article 29 of this Act about the scheme of operations;

2. Article 92, paragraphsi24 of this Act concerning the general requirements for the system
of governance;

3. Article 93 of this Act concerning the key functions within the system of governance other
than the provisions relating to the internal audit function;

4. Article 94, paragraphsi310 of this Act concerning the risk management system;

5. Article 95 of this Act concerning the risk management function;

6. Article 97 of this Act concerning internal control and compliance functions;

7. Article 96 of this Act concerning own risk and solveasgessment;

8. Article 103 of this Act concerning the actuarial function;

9. Articles 168 171 of this Act concerning public disclosure;

10. Title IX of this Act- Provisions on the valuation of assets and liabilities, technical
provisions own funds,Solvency Capital Requirement, Minimum Capital Requirement and

investments.

(6) The capital of small insurance undertakings shall amount to at leasiltieacy margin
set out by the ordinance referred to in paragraph 11 of this Article.

(7) The guaranteeapital of the small insurance untiing shall not be lower thaome third
of the solvency referred to in paragraph 6 of this Article or the absolute floor of the Minimum
Capital Requirement referred to in Article 158, paragraph 1, subparagraph 4Aixtthis



(8) The provisions of this Article shall also apply to insurance undertakings seeking
authorisation to pursuthe insurance and reinsuran@eisinessof which the annual gross
written premium income or technical provisions gross of the amounts recoverable from
reinsurance contracts and special purpose vehicles are not expected to exceed any of the
amounts set out in paragraph 1 of this Article witlhie following five years.
(9) The Agency shall issue a decision stipulating whether the conditions for the application of
the provisions of paragraphs 5, 6 and 7 of this Article to an insurance undertaking, which is
considered as a small undertaking in adaace with the provisions of this Article, have been
fulfilled.
(10) The insurance undertaking which fulfils the conditions set out in paragraphs 1 and 2 of
this Article may file a request with the Agency to be exempt from the provision of this Article
ard not to be considered as a small insurance undertaking.
(11) For the purposes of risk management in small insurance undertakings, the Agency shall
adopt an ordinance stipulating the calculation of the capital, including basic capital,
supplementary capitadeduction items in capital calculation, guarantee capital and capital
adequacy, calculation of thsolvency margin liquidity management, qualitative and
quantitative criteria for investments, contents of the business plan and reporting to the
Agency.

InsuranceBusiness

Article 7

(1) The insurancéusinessincludes the conclusion and performance of Ada and life
insurance contracts, other than compulsory health, compulsory pension and compulsory social
insurance.
(2) Nortlife insurance shall be claisd as follows:
1. Accident (including industrial injury and occupational diseases):
T fixed pecuniary benefits,
T benefitsin a nature oindemnity,
T combinations of the first two indents of this subparagraph,
T injury to passengers.
2. Sickness:
T fixed pecuniary benefits,

T benefits inthe nature oindemnity,

T combinations of the first two indents of this subparagraph,



3. Land vehicles (other than railway rolling stock). All damage to or loss of:
T land motor vehicles,

T land vehicles other thanotor vehicles.

4. Railway rolling stock. All damage to or loss of railway rolling stock.

5. Aircraft. All damage to or loss of aircraft.

6. Ships (sea, lake and river and canal vessels). All damage to or loss of:
T river and canal vessels,

i lake vessels,

T sea vessels.

7. Goods in transit (including merchandise, baggage, and all other goods). All damage to or
loss of goods in transit or baggage, irrespective of the form of transport.

8. Fire and natural forces. All damage to or loss of property (otherpifegoerty included in
classes under subparagraphs 3, 4, 5, 6 and 7 of this paragraph) due to:

T fire,

explosion,
T storm,

' natural forces other than storm,

' nuclear energy,

T land subsidence and other ancillary risks.

9. Other damage to property. Alamage to or loss of property (other than property included

in classes under subparagraphs 3, 4, 5, 6 and 7 of this paragraph) due to any event such as

theft, other than that included in clagsder subparagragof this paragraph

10. Motor vehicle liabity. All liability arising out of the use of motor vehicles operating on

the Iand (including carrierds |iability).
11. Aircraft i ability. Al | l'iability arisi
liability).

12. Liability for ships (sea, lakend river and canal vessels). All liability arising out of the use
of ships, vessels or boats on the sea, | akes



13. General liability. All liability other than those referred to in classes under subgatnagr
10, 11 and 12 of this paragraph.

14. Credit:

T insolvency (general),

T export credit,

T instalment credit,

T mortgages,

T agricultural credit,

i other credits and loans.

15. Suretyship:

T suretyship (direct),

T suretyship (indirect).

16. Miscellaneoufinancial loss:
T employment risks,

T insufficiency of income (general),
i bad weather,

T loss of benefits,

i continuing general expenses,
T unforeseen trading expenses,
T loss of market value,

T loss of rent or revenue,

T other indirect trading loss,

T other nontrading financial loss,
T other forms of financial loss.

17. Legal expenses. Legal expenses and costs of litigation.



18. Assistance for persons who get into difficulties while travelling, while away from their
home or their habitual residence.

Nontlife insurance from subparagraph 18 of this paragraph shall include the activity which
consists of assistance provided for persons who get into difficulties while travelling, while
away from their home or their habitual residenceshiall comprise amindertaking, against

prior payment of a premium, to make aid immediately available to the beneficiary under an
assistance contract where that person is in difficulties following the occurrence of a chance
event, in the cases and under toaditions set duin the contract. The aid may comprise the
provision of benefits in cash or in kind. The provision of benefits in kind may also be effected
by means of the staff and equipment of the person providing them. The assistance activity
shall rot cover servicingmaintenance, aftesales service or the mere indication or provision

of aid as an intermediary.

(3) Life insurance is classified as follows:

1. Life insurance

(a) life insurance which comprises the following risks:
I assurance on survival to a stipulaseg: only,

T assurance on death only,

' assurance on survival to a stipulated age or on earlier death,

" life assurance with return of premiums,

' critical illness insurance,

whole life insurance,

T and other life insurance;
(b) annuities;

(c) supplemeratry insurance underwritten in addition to life insurance, in particular, insurance
against personal injury including incapacity for employment, insurance against death resulting
from an accident and insurance against disability resulting from an accideckress.

2. marriage and life partnership insurance or ba$isuranceaneans the insurance which
covers the risk of marriage or life time partnership or survival to a stipulated age or of birth;

3. life insurance and annuities where the policy holder assumes the investment risk is the
insurance relating to the value of units of the UCITS fund as defined by the law governing the
establishment and operation of open investment funds with publiéngffevith the value of

the assets or with the equity index or another reference value;



4. operations whereby associations of subscribers are set up with a view to capitalising their
contributions jointly and subsequently distributing the assets thus alatathamong the
survivors or among the beneficiaries of the deceased (tontines);

5. capital redemption operations based on actuarial calculation whereby, in return for single or
periodic payments agreed in advance, commitments of specified duration aodt ar®
undertaken,

6. management of group pension funds, comprising the management of investments or
payment of a minimum interest.

(4) The Agency shall specify risk types by group and class of insurance by way of an
ordinance.

Use of Gender as a Riskactor in the Calculation of Insurance Premium
Article 8

(1) When concluding a new insurance contract, the insurance undertaking shall not use gender
as a determining factor in the calculation of premiums and benefits. Exceptionally, the use of
gender as ask factor is allowed for the calculation of premiums and benefits at an aggregate
level, as long as this does not lead to differentiation at the individual level. The insurance
undertaking may use gender as a determining factor for reserving and lirggonag,
reinsurance pricing, marketing and the assessment of risks from the group of life insurance
and insurance classes referred to in Article 7, paragraph 2, subparagraphsl and 2 of this Act,
i.e. for accident and health insurance.

(2) For insurancecontracts concluded before 1 July 2013, the differences in individual
premiums and amounts insured may be allowed if the insurance undertaking used gender as a
factor in the calculation of premiums and amounts insured.

(3) The Agency shall adopt an ordiranprescribing the method of application of paragraphs
1 and 2 of this Article.

Reinsurance Business
Article 9
(1) The reinsurance business includes the conclusion and performance of reinsurance
contracts with risks ceded by the insurance undertaking ecepid by the reinsurance
undertaking or the insurance undertaking authorised to pursue the reinsurance business.
(2) The provision of paragraph 1 of this Article shall applytatis mutandiso reinsurance
and insurance undertakings that hold the authtion to pursue the reinsurance business

when they pursue the reinsurance business for the reinsurance undertaking from paragraph 1
of this Article.

Reinsurance Obligation

Article 10



(1) With regard to the reinsurance contracts, the insurance undersakithgover that portion
of the risks accepted which, according to the table of maximum covers, exceed the shares in
risk compensation. Exceptionally, in individual reinsurance contracts, the excess of the
insurance undertaking may be lower than that ént#éiole of maximum covers.
(2) The Agency shall adopt an ordinance prescribing the planned reinsurance programme.
Planned Reinsurance Programme
Article 11

(1) The insurance undertaking shall adopt a planned reinsurance programme for each financial
year.

(2) The planned reinsurance programme shall cover:
1. calculation of excess by individual classes of insurance;

2. table of maximum covers prepared on the basis of the calculations referred to in
subparagraph 1 of this paragraph;

3. procedures, bases andteria for determining the probable maximum loss for certain
accepted risks.

(3) In the case of calculation referred to in paragraph 2, subparagraph 1 of this Article, the
insurance undertaking shall take into account at least:

1. own risk and solven@ssessment, Solvency Capital Requirement and eligible own funds;
2. the total scope of business;
3. the amount of insurance premiums written by groups and classes of insurance;

4. shares of individual classes of insurance in the bases referred to iragudyplar2 and 3 of
this paragraph;

5. adjustments due to deviations under individual classes of insurance.
Co-Insurance
Article 12

1) The insurance undertaking may jointly, with one or several insurance undertakings, co
insure the risks falling under theaskes for which it is authorised.

(2) The insurance undertaking shall noticsure the risks exceeding the scope of its
maximum cover by class of insurance in accordance with the maximum cover tables.

Community Cdnsurance



Article 13

(1) The Community censurance operations shall be thoseirsurance operations which
relate to the risks classified under Arti@leparagraph 2, subparagraphs1® of this Act and
which fulfil the following conditions:

1. the risk is a large risk;

2. the risk is coveretly a single contract at an overall premium and for the same period by
two or more insurance undertakings each for its own part-asuacer, one of them being the
leading insurance undertaking;

3. the risk is situated within the Community;

4. for the purpse of covering the risk, the leading insurance undertaking is treated as if it
were the insurance undertaking covering the whole risk;

5. at least one of the dnsurers patrticipates in the contract through a head office or a branch
established in a Membé&tate other than that of the leading insurance undertaking;

6 . the |l eading insurance wunder dnsukamnce gacticeu | | y
and in particular determines the terms and conditions of insurance and rating.

(2) The provisions othis Act relating to the freedom to provide services shall apply to the
leading insurance undertaking.

(3) Coinsurance operations which do not satisfy the conditions set out in paragraph 1 of this
Article shall remain subject to other provisions thereof.

(4) In the event of pursuing the -amsurance business, the insurance undertaking from the
Republic of Croatia shall establish the technical provisions in accordance with this Act at least
equal to those determined by the leading insurance undertakioglimceto the rules of its
home Member State.

(5) The insurance undertaking shall keep statistical data indicating the extent of Community
co-insurance business in which they participate.

(6) In the event ofiquidation or bankruptcy of insurance undertags acting as cmsurers
the provisions of Article 281 of this Act shall apply.

(7) The Agency and the supervisory authorities of other Member States of an individual co
insurer shall exchange information and closely cooperate with the Commission for the
purposes of examining any difficulties and any practices which might indicate that the leading
insurance undertaking does not assume the role of the leademsucance practice or that

the risks do not require the participation of two or more instoertheir coverage.

Special Purpose Vehicles

Article 14



(1) A special purpose vehicle may start its operation only if authorised by the Agency for
underwriting the risk of insurance or reinsurance undertakings.

(2) The Agency shall grant authorisatioratspecial purpose vehicle for underwriting the risk

of insurance or reinsurance undertakings in accordance with the provisions of this Act
concerning the authorisation tife insurance or reinsurance business and in accordance with
Regulation (EU) No 201386 and other regulations of the European Commission governing
the procedures for granting the authorisations by the supervisory authority to establish special
purpose vehicles and the procedures for the cooperation and exchange of information between
the supervisory authorities.

(3) The provisions of this Act concerning the supervision of insurance and reinsurance

undertakings and the provisions of the Companies Act shall apply to the special purpose
vehicles.

Insurance and Reinsurance Undertakings
Article 15

(1) The insurance undertaking shall not be registered in the court register before receiving the
authorisation from the Agency for pursuing the insurance business.

(2) The reinsurance undertaking shall not be registered in the court register befmagece
the authorisation from the Agency for pursuing the reinsurance business.

(3) Before establishing a branch in a third country, insurance and reinsurance undertakings
shall obtain theuthorisatiorfrom the Agency.

(4) The head offices of insurance amihsurance undertakings shall be situated in the same
Member State as their registered offices.

Captive Insurance Undertaking and Captive Reinsurance Undertaking
Article 16

(1) The provisions of this Act applying to insurance undertakings shall alsp @pghptive
insurance undertakings, unless such undertakings are governed by special provisions.

(2) The provisions of this Act applying to insurance undertakings and special provisions
applying to reinsurance undertakings shall also apply to captiveuraimce undertakings,
unless such undertakings are governed by special provisions.
Pursuit of Insurance and Reinsurance Business
Article 17

(1) The insurance business may be pursued in the Republic of Croatia by:

1. an insurance undertaking with heaffice in the Republic of Croatia which has been
authorised by the Agency to pursue the insurance business;



2. a mutual undertaking with head office in the Republic of Croatia which has been authorised
by the Agency to pursue the insurance business;

3. aninsurance undertaking from another Member State which is, in accordance with this Act,
entitled to pursue the insurance business under the right of establishment or the freedom to
provide services;

4. an insurance undertaking from the Swiss Confederatioohvhas been authorised by the
competent supervisory authority to pursue the insurance business and which is, in accordance
with this Act, entitled to pursue the insurance business under the freedom of establishment;

5. a branch of a thirdountry insuraoe undertaking which has been authorised by the Agency
to pursue the insurance business under the right of establishment.

(2) The undertakings referred to in paragraph 1 of this Article may pursue the insurance
business only in those classes of insurancevhich they are authorised.

(3) The reinsurance business may be pursued in the Republic of Croatia by:

1. a reinsurance undertakiongan insurance undertakinvgth head office in the Republic of
Croatia which has been authorised by the Agency to ptinsuginsurance business;

2. areinsurance undertaking onansurance undertaking with head office in another Member
State which has been authorised by the competent supervisory authority to pursue the
reinsurance business and which is, in accordance thith Act, entitled to pursue the
reinsurance business under the right of establishment or the freedom to provide services;

3. a reinsurance undertaking from the Swiss Confederation which has been authorised by the
competent supervisory authority to purgbe reinsurance business and which is entitled to
pursue the reinsurance business urttler freedom to provide services thre freedom of
establishment;

4. a thirdcountry reinsurance undertaking which has been authorised by the competent
supervisory autbrity to pursue the reinsurance business and which is entitled to pghesue
reinsurancdusinessinder the right of establishment or the freedom to provide services.

(4) Insurance and reinsurance business shall be pursued by the persons referredsto in thi
Article only.

Application of Other Regulations
Article 18

(1) The provisions of the Companies Act shall apply to the insurance undertakings unless
otherwise provided by this Act.

(2) The provisions of the Civil Obligations Act and other regulatgmgerning the insurance
contracts shall apply to insurance contracts.

Legal Form of the Undertaking



Article 19

(1) An insurance undertaking may be establishely as a jointstock company, Societas
Europea (SE) or a mutual undertaking.

(2) A reinsurance ndertaking may be establishedly as a jointstock company or Societas
Europea (SE).

Activities of Insurance and Reinsurance Undertakings
Article 20

(1) The insurance undertaking shall limit its objects to the business of insurance and
operationsarisingdirectly therefrom, to the exclusion of all other commercial business other
than the business of reinsurance if so authorised by the Agency.

(2) The reinsurance undertaking shall limit its objects to the business of reinsarahce
related businessnd opeations arising directly therefrom, to the exclusion of all other
business other than a holding company function and activities with respect to the financial
sector activities in accordance with the act governing the additional supervision of financial
conglomerates.

(3) The insurance undertaking may pursue the insurance and reinsurance business in the class
of insurance or reinsurance previously authorised by the Agency.

(4) Where a notlife insurance undertaking has financial, commercial or administrihks

with a life insurance undertaking, the accounts of the insurance undertaking authorised to
pursue the naotife insurance business and the insurance undertaking authorised to pursue the
life insurance business shall not be distorted by agreernett®en those undertakings or by

any arrangement which could affect the apportionment of expenses and income.

(5) The authorisation issued for a particular class of insurance shall cover the entire class,
unless the application for the authorisation hantsibmitted to cover only some of the risks
pertaining to that class and in this case the authorisation shall be issued for a particular risk.

(6) Within the scope of activities referred to in this Article, the insurance undertaking may
also pursue the flowing business:

1. offer holdings in investment funds and offer pension schemes of voluntary pension funds
and pension insurance undertakings in accordance with the provisions of the act governing the
offer of holdings in investment funds and pensioresos;

2. insurancegentsactivities forother insurance undertakings in accordance with Article 399
of this Act;

3. activities which are directly or indirectly related to the insurance business.

(7) By way of derogation from paragraph 1 of this Article, the insurance undertaking may also
pursue the business for other undertakings from the group of insurance undertakings, but only



if that does not increase the risk for the group and for the insunandertaking and only
those types of business which fall within the scope of its core business.

Separation of Life and Nehife Insurance Management
Article 21

(1) The insurance undertaking which pursues both life andlifeomsurance business in
accodance with Article 453, paragraph 2 of this Act shall separately manage life insurance
and nonlife insurance businesses, whereby the interests olifeoand life policy holders,

who may be entitled to profits from the insurance contract, shall noepelmed.

(2) The insurance undertaking which in accordance with Article 453, paragraph 2 of this Act
simultaneously pursues bdtielife andthe nontlife insurancebusinesshall:

1. draw up accounts so as to show the results of the life antifmaonsurance businesses
separately. All income, in particular premiums, payments by reinsurance undertakings and
investment income, as well as expenditure, in particular claims, reinsurance premiums and
operating expenses in respect of the insurance busstedsbe broken down according to

their origin. Items common to both businesses shall be entered in the accounts in accordance
with method of apportionmentof which the insurance undertaking shall notify the Agency

in writing within 60 days of its implaentation or changes;

2. calculate separately:

i a notional Minimum Capital Requirement with respect to its life insurance or reinsurance
businesscalculated as if the undertaking concerned only pursued that activity, on the basis of
the separate accounmtferred to in paragraph 2, subparagraph 1 of this Article; and

T a notional Minimum Capital Requirement with respect to its-lifeninsurance or
reinsurancédusinesscalculated as if the undertaking concerned only pursued that activity, on
the basis othe separate accounts referred to in paragraph 2, subparagraph 1 of this Article;

3. ensure the appropriate amounts of eligible basic own funds to cover:
T the notional Minimum Capital Requirement for the life insurance business;
T the notional Minimum Qaital Requirement for the ndife insurance business,

whereby the minimum financial obligations ftme life insurance and nelife insurance
businessshall not be borne by the other activity, and prepare a statement on the basis of
financial accounts wire eligible ownfund items covering the notional Minimum Capital
Requirement for life and nelife insurance are clearly defined in accordance with Article 129

of this Act.

(3) As long as minimum financial obligations referred to in paragraph 2, subpara®)ref

this Article are fulfilled and provided that the Agency is informed, the insurance undertaking
may use its eligible owfund items still available for one or the other insurabgsinesdo

cover the Solvency Capital Requirement referred to irckegi130 and 131 of this Act.



(4) If the amount of eligible basic ownnd items with respect to one of the activities is
insufficient to cover the minimum financial obligations referred to in paragraph 2,
subparagraph 3 of this Article, the Agency may order supervisory measures to be taken in
order to remedy irregularities for the @amned insurancbusinessregardless of the results
achieved by the other insuranbesiness Exceptionally, these measures may involve the
authorisation of the transfer of eligible basic own funds from one activity to the other.

(5) If the Agency estaldhes that themethod of apportionmentfrom paragraph 2,
subparagraph 1 of this Article is not acceptable, it shall inform the insurance undertaking
accordingly within 60 days of receiving the notification thereof.
(6) If the Agency does not inform the imance undertaking within a deadline referred to in
paragraph 5 of this Article, the Agency shall be deemed to agree with the concerned method
of apportionment

Share Capital

Article 22

(1) In the event of establishing an insurance or a reinsurance urigrtak extending the
authorisation, the share capital shall cover the absolute floor of the Minimum Capital
Requirement provided for in Article 158 of this Act.

(2) The share capital of the insurance and reinsurance undertakings shall not originate from
loans or credits or be encumbered in any manner.

Shares
Article 23
(1) The shares of the insurance undertakings shall be nominal shares.
(2) The shares of the insurance undertakings shall be fully paid in cash before the registration
of the establishment ancrease of the share capital of the insurance undertaking in the court

register.

(3) Preferred shares of the insurance undertaking shall not amount to more than 25% of the
total equity of the insurance undertaking referred to in paragraph 2 éfrtiuie.

(4) The shares of the insurance undertaking shall be issued irebhtgléorm.

(5) The provision of paragraph 2 of this Article shall not apply in the case of merger or
division of the insurance undertaking.

TITLE I

AUTHORISATION TO PURSUE THENSURANCE AND REINSURANCE
BUSINESS



Authorisation to Pursue the Insurance and Reinsurance Business
Article 24
(1) The Agency shall grant the authorisation to pursue the insurance and reinsurance business
to the insurance undertaking, while the reinsuranoderaking shall be granted the

authorisation to pursue the reinsurance business.

(2) The authorisation to pursue the insurance business may contain the authorisation to pursue
the insurance business for:

1. the group of noilife insurance business; or

2.the group of lifeinsurance business;

3. a particular class of insurance within the group ofliferor life insurance;
4. risks belonging to a particular class of insurance;

5. subgroups of nalife insurance referred to in paragraph 3 of this Article.

(3) The authorisation which simultaneously covers the following classes dif@amsurance
shall be issued under the following title:

1. accident and health insurance if it covers the classes of insurance referred to in Article 7,
paragraph 2, subparagies 1 and 2 of this Act;

2. motor vehicle if it covers the classes of insurance referred to in Article 7, paragraph 2,
subparagraph 1, fourth indent and subparagraphs 3, 7 and 10 of this Act;

3. marine and transport if it covers the classes of insurafeeed to in Article 7, paragraph
2, subparagraph 1, fourth indent and subparagraphs 4, 6, 7 and 12 of this Act;

4. aviation if it covers the classes of insurance referred to in Article 7, paragraph 2,
subparagraph 1, fourth indent and subparagrapharig 71 of this Act;

5. fire and other property if it covers the classes of insurance referred to in Article 7,
paragraph 2, subparagraphs 8 and 9 of this Act;

6. if it covers the classes of insurance referred to in Article 7, paragraph 2, subparagraphs 10
11, 12, and 13 of this Act;

7. credit and sureship if it covers the classes of insurance referred to in Article 7, @gagr
2, subparagraphs 14 and dfshis Act;

8. all classes of nalife insurance, i.e. the group of ndife insurance referred to Article 7,
paragraph 2 of this Act.

(4) The insurance undertaking shall not obtain the authorisation to simultaneously pursue the
life and nonlife insurance business.



(5) By way of derogation from paragraph 4 of this Article, the insurance undertakiol is
authorised to pursue the life insurance business may also pursue the insurance business from
the classes of insurance referred to in Article 7, paragraph 2, subparagraphs 1 and 2 of this
Act if it was previously authorised by the Agency to purgeinsurance business from these
classes of insurance.

(6) By way of derogation from paragraph 4 of this Article, the insurance undertaking which
obtained authorisation to pursue the 4tifminsurance business exclusively for the risks listed

in classesgeferred to in Article 7, paragraph 2, subparagraphs 1 and 2 of this Act may pursue
the insurance business for the risks listed in the class of life insurance if it was previously
authorised by the Agency to pursue the life insurance business.

(7) Along with the authorisation referred to in paragraph 2 of this Article, the Agency may
also issue the authorisation to pursue the reinsurance business to the insurance undertaking.

(8) In the case referred to in paragraph 7 of this Article, the insurance umugakll not
take over the risks taken under the insurance contract into the reinsurance contract.

(9) The reinsurance undertaking may obtain authorisation to pursue the reinsurance business
for the group of nodlife insurance, the group of life insuranmethe group of life and nelife
insurance.

(10) The reinsurance undertaking may not obtain the authorisation to pursue the insurance
business.

(11) The insurance undertaking may pursue the insurance and reinsurance business only in the
classes of insurece for which it has previously obtained the authorisation from the Agency to
pursue the insurance business.

(12) By way of derogation from paragraph 11 of this Article, the insurance undertaking may
cover ancillary risks in accordance with Article 25uEtAct.

(13) The Agency may restrict the authorisation to pursue the insurance business requested for
one of the classes of insurance to the business listed in the scheme of operations referred to in
Article 30 of this Act submitted with the applicatioorfthe authorisation to pursue the
insurance business.

(14) The insurance undertaking may pursue the insutaugiaesdgor the classes of insurance
referred to in Article 7, paragraph 2, subparagraph 18 of this Act, i.e. assistance, only if it is
authori®d by the Agency to pursue the business in that class of insurance.

(15) After it obtains the authorisation to pursue the insurance business, the insurance
undertaking or the reinsurance undertaking may enter only the insurance or reinsurance
business autirised by the Agency into the court register.

(16) The authorisation to pursue the insurance or reinsurance business issued by the Agency
in accordance with the provisions of this Act shall be valid in the territory of all Member
States and it shall incledboth the right of establishment and the freedom to provide services.



(17) In the case referred to in paragraphs 5 and 6 of this Article, the insurance undertaking
shall separately manage the insurance business in accordance with Article 21 of this Act.

Ancillary Risks
Article 25

(1) The insurance undertaking which has obtained the authorisation fqrittogoal risk
belonging to one class or a group of classes as set out in Article 7 of this Act may also insure
risks included in another class withougé theed to obtain authorisation in respect of such risks
provided that the risks fulfil all the following conditions:

1. they are connected with the principal risk;
2. they concern the object which is covered against the principal risk; and
3. they are cowed by the contract insuring the principal risk.

(2) By way of derogation from paragraph 1 of this Article, the risks included in classes
referred to in Article 7, paragraph 2, subparagraphsl5 and 17 of this Act shall not be
regarded as risks ancillato other classes.

(3) By way of derogation from paragraph 2 of this Artideyal expenses insuranogy be
considered as an ancillary risk with regard to the class of insurance referred to in Article 7,
paragraph 2, subparagraph 18 of this Act, insteasf assistance if the conditions stipulated

by paragraph 1 of this Article and any of the following conditions have been fulfilled:

1. the principal risk relates solely to the assistance provided for persons who fall into
difficulties while travelling, while away from their home or their permanent or habitual
residence; or

2. the insurance concerns disputes or risks arising out of, or in connection with, the use of sea
going vessels.

Subsequent Authorisation for Pursuing the Insurance and Reinsuranoe&us
Article 26

(1) The insurance undertaking submitting the application for the authorisation to extend its
business to other classes or to extend the authorisation covering only some of the risks
pertaining to one class, or the reinsurance undertaleefirsg authorisation to extend its
business to other classes of insurance shall be required to submit a scheme of operations in
accordance with Article 29 of this Act. It shall, in addition, be required to show proof that it
possesses the eligible own fendo cover the Solvency Capital Requirement and the
Minimum Capital Requirement provided for in Articles 130 and 157 of this Act.

2) If the insurance undertaking referred to in paragraph 1 of this Article is authorised for
pursuing the lifensurancebusiness and submits thpplicationfor the authorisation to extend

its business to nelife business listed in Article 7, paragraph 2, subparagraphs 1 and 2 of this
Act, in accordance with Article 24, paragraph 5 of this Act, it shall demonstraté that i



1. possesses the eligible basic own funds to cover the absolute floor of the Minimum Capital
Requirement for life insurance undertakings and the absolute floor of the Minimum Capital
Requirement for notife insurance undertakings, as referred to inicket158, paragraph 1,
subparagraph 4 of this Act;

2. undertakes to cover the minimum financial obligations referred to in Article 21, paragraph
2, subparagraph 3 of this Act.

(3) If the insurance undertaking referred to in paragraph 1 of this Articlenvsiauthorised

for pursuing the notife business referred to in Article 7, paragraph 2, subparagraphs 1 and 2
of this Act, submits the application for the authorisation to extend its business to the life
insurance business, in accordance with Article Pdragraph 6 of this Act, it shall
demonstrate that it:

1. possesses the eligible basic own funds to cover the absolute floor of the Minimum Capital
Requirement for life insurance undertakings and the absolute floor of the Minimum Capital
Requirement fononlife insurance undertakings, as referred to in Article 158, paragraph 1,
subparagraph 4 of this Act;

2. undertakes to cover the minimum financial obligations referred to in Article 21, paragraph
2, subparagraph 3 of this Act.

(4) The Agency shall refesthe application for the authorisation referred to in paragraph 1 of
this Article if:

1. it establishes that pursuing the business in the class of insurance to which the application
for authorisation refers would jeopardise the operations of the insutardsrtaking in
accordance with risk management rules;

2. the insurance undertaking does not meet the requirement for pursuing the insurance
business in the class of insurance or the m&skrringto a particular class of insurance for
which the applicatin for authorisation is submitted.

(5) All subsequent authorisations for pursuing the insurance and reinsurance business which
the insurance and reinsurance undertakings receive on the basis of this Act shall be considered

as integral parts of the auth@i®n for pursuing the insurance or reinsurance business that
those undertakings received.

Application for the Authorisation to Pursue the Insurance and Reinsurance Business
Article 27

(1) The application for the authorisation to pursue the insurancénsurance business shall
be submitted byhe founder®f the insurance or reinsurance undertaking.

(2) In accordance with Article 24 of this Act, the application for the authorisatidheof
insurance or reinsurandmisinessshall include groups ahsurance, classes of insurance or
risks under individual insurance classes for which the authorisation is sought.

(3) The application shall be accompanied with:



1. theArticles of Association of the insurance undertaking, along with the document on the
basis of which it was adopted (statement of the members), in the form of a notarial act;

2. the list of members of the insurance undertaking, along with the statement by each of them
concerning the fulfilment of the requirements set out in Article 36, papagr8,
subparagraphs 6 and 7 of this Act, the information about the natural persons with close links
to the undertaking pursuant to the provisions of Aasand the nature of those links and the
documents that attest the legal status and the origiredtittds earmarked for payment of the
share capital of the insurance undertaking;

3. the list of appointed members of the supervisory board of the insurance undertaking
together with the proof that they meet the requirements set out in Article 59 of this Ac

4. the names of the persons who will perform key functions and the proof that the insurance
undertaking will be able to satisfy the conditions concerning the system of governance
referred to in Article 92 of this Act;

5. the organisational structure atie® scheme of operations of the insurance undertaking for
the subsequent three business years which shall be drawn up in accordance with Article 29 of
this Act;

6. a draft contract on the outsourcing of activities or functions when their outsourcing is
planned and a draft contract on the performance of key functions, along with the documents
which are submitted to the Agency before outsourcing of activities or functions in accordance
with the provisions of this Act;

7. insurance conditions for compulsomsurance within the transport sector if the insurance
undertaking intends to provide the service of compulsory insurance within the transport
sector;

8. the proof that it possess eligible basic own funds required to cover the absolute theor of
Minimum Capital Requirement provided for in Article 158 of this Act;

9. the proof that the insurance undertaking will possess eligible basic own funds required to
cover the absolute floor afie Minimum Capital Requirement provided for in Article 157 of
this Act;

10. the proof that the insurance undertaking b@lin a position to holéligible basic own
funds required to cover the Solvency Capital Requirement provided for in Articles 130 and
131 of this Act;

11. an application for thepproval for the acquisition of the qualifying holding and
documentation referred to in Article 36 of this Act, submitted by each of the members of the
insurance undertaking who are acquirers of the qualifying holding in the insurance
undertaking;

12. applicationsoy the supervisory board for the approval to perform the function of the
member of the insurance undertaking management board referred to in Article 52 of this Act;



13. the address of the person authorised to receive the documents in the Republiagaf Croat
when the applicant has no permanent or habitual residence in the Republic of Croatia, and
when the same application has been submitted by more than one person, the address of the
common representative or the person authorised to receive the documiietsRiepublic of

Croatia.

(4) If the authorisation for nelife activities for the insurance class referred to in Article 7,
paragraph 2, subparagraph 10 of this Act is sought, i.e. motor vehicle liability insurance,
excluding carrier's liability, the appation shall be, in addition to the documents listed in
paragraph 1 of this Article, supported with the name and the address of all claims
representatives appointed in each Member State in which the authorisation to pursue the
insurance business in thevgn class of insurance is sought.

(5) If the authorisation for nelife activities for the class of insurance referred to in Article 7,
paragraph 2, subparagraph 18 of this Act is sought, i.e. assistance, the application shall, in
addition to the documestlisted in paragraph 1 of this Article, contain the list of direct or
indirect resources in staff and equipment, including the qualification of their medical teams
and the quality of the equipment available to such undertakings to meet their commitments
from that class.

(6) As appropriate the Agency may request other information and documents proving that the
undertaking meets the conditions for the authorisation, including the information prescribed
by the act governing the prevention of money laundemimd terrorist financing, gathered by
the persons bound by that act.
(7) Before granting the authorisation referred to in paragraph 1 of this Article, the Agency
shall consult the competent supervisory authority of the host Member State or a third country
and exchange the information on teaitability of the acquirer of the qualifying holding,
reputation and the appropriate capacities and experience of the members of management and
supervisory boards.

Joining of Procedures When Deciding on the Applicatosritfe Authorisation

Article 28

When deciding on the application for the authorisation to pursue the insurance business, the
Agency may at the same time decide on the following applications:

1. application for the issuance of teprovalfor the acquisitbn of a qualifying holding; and

2. application for the issuance of thpprovalto perform the function of the member of the
insurance undertaking management board.

Scheme of Operations
Article 29

(1) The scheme of operations referred to in Article @fagraph 2, subparagraph 5 of this
Act shall contain at least:



1. the basic business policies;
2. the nature of the risks which the insurance undertaking concerned proposes to cover;

3. the individual classes of insurance within which the insurance akaegtwill pursue the
insurance business;

4. the envisaged reinsurance programme with tables of maximum covers for all insurance
classes and guiding reinsurance principles;

5. the basic owsfund items constituting the absolute floor of the Minimum Capital
Requirement;

6. the estimates of the costs of establishment and the organisation for securing business and
the financial resources intended to meet those costs.

(2) In addition to the requirements set out in paragraph 1 of this Article, the scheme shall
include the following for the first three financial years:

1. a forecast athe report on the financial position for solvemyposes;

2. an estimate of the future Solvency Capital Requirement, as provided for by the provisions
of Articles 1307 132 of thisAct on the basis of the forecast report on the financial position
referred to in subparagraph 1 of this paragraph, as well as the calculation method used to
derive those estimates;

3. an estimate of the future Minimum Capital Requirement, as providad faticles 157

and 158 of this Act, on the basis of the forecast report on the financial position referred to in
subparagraph 1 of this Article, as well as the calculation method used to derive those
estimates;

4. an estimate of the financial resourggended to cover technical provisions, the Minimum
Capital Requirement and the Solvency Capital Requirement;

5. a forecast report on the financial position and statement on comprehensive income;

6. an outline of the expected business results, espedmdlyexpected premium income,
expected claims, expected commissions and other costs.

(3) The application submitted by the reinsurance undertaking shall contain the information or
proof referred to in paragraph 1, subparagraphis3Lof this Article, paragrdp 2 of this
Article and the information or proof on:

1. the type of reinsuranamntractswhich the reinsurance undertaking proposes to conclude
with the ceding undertakings;

2. the guiding principles as to retrocession.

(4) If the insurance undertaking intends to pursue the insurance business in a class of
insurance referred to in Article 7, paragraph 2, subparagraph 18 of this Act, the scheme of



operations shall also contain a description of the resources required ttthmebligations
concerning this class of insurance.

Prior Consultation of the Competent Supervisory Authority
Article 30

(1) The Agency shall consult the competent supervisory authority prior to the granting an
authorisation to:

1. a subsidiary undertaig of an insurance undertaking authorised in that Member State;

2. a subsidiary undertaking of the parent insurance undertaking authorised in that Member
State; or

3. an undertaking controlled by the same natural or legal person controlling the insurance
undertaking authorised in that Member State.

(2) The Agency shall consult the supervisory authorities of the Member State concerned
which are responsible for the supervision of credit institutions or investment firms prior to
granting the authorisation tm @ansurance undertaking which is:

1. a subsidiary undertaking of a credit institution or investment firm authorised in other
Member States;

2. a subsidiary undertaking of the parent undertaking of a credit institution or investment firm
authorised in otha@vlember States; or

3. an undertaking controlled by the same natural or legal person controlling the credit
institution or the investment firm authorised in other Member States.

(3) The Agency shall in particular consult the competent supervisory authoetéred to in
paragraphs 1 and 2 of this Article when assessing the suitability and the good repute of the
founders and the members of the supervisory board and when assessing professional
gualifications, fit and proper requirements and the good repfitaell members of the
management board or persons who hold other key functions in the insurance or reinsurance
undertaking and who are involved in the management of another entity of the same group.
They shall inform each other of any information whichoisrelevance for issuing the
authorisation as well as for the ongoing assessment of compliance with the operating
conditions.

Deciding on the Authorisation to Pursue the Insurance and Reinsurance Business
Article 31
(1) The Agency shall adopt a decisionissuing the authorisation to pursue the insurance and

reinsurance business in the procedure initiated against the application for the authorisation to
pursue the insurance or reinsurance business.



(2) The Agency shall grant the authorisation to pursuentgh@ance or reinsurance business
listed in the application referred to in Article 27, paragraph 2 of this Act if it establishes that
the insurance undertaking or the reinsurance undertaking satisfies the conditions for pursuing
the insurance or reinsurea business stipulated by this Act and the regulations adopted under
this Act.

(3) Where close links exist between the insurance undertaking and other natural or legal
persons, the Agency shall grant the authorisation only if those links do not prevent the
effectiveexerciseof its supervisory functions.

(4) In the case referred to in paragraph 3 of this Article, the insurance undertaking authorised
by the Agency to pursue the insurance business shall be required to provide the Agency with
the informationit requires to monitor compliance with the conditions referred to in paragraph

3 of this Article on a continuous basis.

(5) The Agency shall adopt the decision on the application for the authorisation to pursue the
insurance business within 60 days retaving complete applicatignand in the case of
joining the procedure initiated against this application with other applications in accordance
with this Act, within 60 days of receiving the lastmpleteapplication.

TakingUp of the Insurance Businessan Individual Class of Insurance
Article 32

The insurance undertaking shall notify the ef\gy about takingip or discontinuing the
insurance business in an individual class of insurance for which it has been authorised within
eight days from takingip or discontinuing the insurance business in an individual class of
insurance for which it has been authorised.

Refusal of the Application foné Authorisation to Pursue the Insurance or
Reinsurance Business

Article 33

(1) The Agency shall refuse the applicatifor the authorisation to pursue the insurance or
reinsurance business:

1. if the acquirer or acquirers of the qualifying holdings in the insurance or reinsurance
undertaking do not meet the requirements referred to in this Act for issuirgpnevalfor
the acquisition of a qualifying holding;

2. if the candidate or candidates for members of the management board of the insurance or
reinsurance undertaking do not meet the requirements referred to in this Act concerning the
authorisatiorto perform thdunction of the management board member;

3. if the person or persons appointed as members of the supervisory board do not meet the
requirements referred to in this Act to perform the function of the supervisory board member;

4. if the insurance or reinsamce undertaking is not organised in accordance with this Act, or
if the conditions for the operation of the insurance or reinsurance undertaking provided for by



this Act, the regulations adopted under this Act or the regulations of the European Union
goveaning the operation of insurance and reinsurance undertakings have not been satisfied;

5. if the provisions of thérticles of Association of the insurance or reinsurance undertaking
are in contravention of the provisions of this Act or the regulationstadainder this Act;

6. if the documentation supporting the application and other known facts indicate that the
insurance or the reinsurance undertaking does not have staff, organisational or technical
capacities to pursue the insurance or reinsurancedsssin the manner and scope given in its
scheme of operations;

7. if the supervision of operation of the insurance or reinsurance undertaking in accordance
with the provisions of this Act would be made difficult or prevented,;

8. where close links exist tygeen the insurance undertaking or reinsurance undertaking and
other natural or legal persons which prevent the effeetxezciseof the supervision by the
Agency;,

9. if third-country laws and regulations prevent or make the effective supervision dlratur
legal persons with close links to the insurance undertaking difficult;

10. if the application and the supporting documents show that the insurance or reinsurance
undertaking does not meet other conditions for pursuing the insurance or reinsuramessbus
to which the application pertains.

(2) The Agency shall not examine the application for the authorisation to pursue the insurance
or reinsurance business in terms of the economic needs of the market.

(3) If in the procedure initiatecklating tothe application for the authorisation to pursue the
insurance or reinsurance business the Agency establishes that the insurance undertaking
satisfies the conditions for the authorisation to pursue the insurance or reinsurance business in
a particular class agroup of insurance or in a particular risk, it shall grant its authorisation for
pursuing the insurance or reinsurance business.

(4) If in the procedure initiatecklating tothe application for the authorisation to pursue the
insurance or reinsurance bosss the Agency establishes that the insurance undertaking does
not satisfy the conditions for authorisation to pursue the insurance or reinsurance business in a
particular class or group of insurance or in a particular risk, it shall grant its autloorisaty

for that insurance business for which the insurance undertaking or the reinsurance undertaking
satisfies the conditions for authorisation, while it shall refuse to grant the authorisation for
other business.

(5) The insurance undertaking may ingit an administrative dispute if the Agency fails to

decide on its application for authorisation to pursue the insurance business within the deadline
referred to in Article 31, paragraph 5 of this Act.

Expiry of the Validity of the Authorisation to Purdhe Insurance or Reinsurance
Business of the Insurance or Reinsurance Undertaking

Article 34



(1) The authorisation to pursue the insurance or reinsurance business of the insurance or
reinsurance undertaking shall expire:

1. by operation of law, by conclusi of the liquidation procedure of the insurance or
reinsurance undertaking;

2. by operation of law, on the date of initiating the bankruptcy proceedings over the insurance
or reinsurance undertaking;

3. by operation of law, on the date of transferringredlrance contracts to another insurance
undertaking or of all reinsurance contracts to another reinsurance undertaking authorised to
pursue the insurance or reinsurance business;

4. by operation of law, on the date of the entry of change in the stahes ¢ourt register on
the basis of which the undertaking is dissolved;

5. by adopting the decision referred to in Article 263 of this Act on the dissolution of the
insurance undertaking.

(2) If the authorisation to pursue the insurance or reinsuranceelsgsexpires due to reasons
referred to in paragraph 1, subparagraph 5 of this Article, the Agency shall adopt a decision
on revoking the authorisation to pursue the insurance or reinsurance business and notify the
competent commercial court accordingly.

(3) When the conditions for the expiry or revocation of the authorisation to pursue the
insurance business in an individual group, class or risks are met, the Agency shall adopt a
decision determining the expiry of the authorisation or the decision revotkiag
authorisation.

Legal Effects of the Decision on Revocation of the Authorisation to Pursue the
Insurance or Reinsurance Business of the Insurance or Reinsurance Undertakings

Article 35

The revoked decision on the authorisation to pursue the insuramemsurance business of

the insurance or reinsurance undertaking from another Member State which has its branch in
the Republic of Croatia and which is authorised by the competent supervisory authority of the
Member State shall have an indirect effecthia territory of the Republic of Croatia equal to

that of the revocation of the authorisation to pursue the insurance or reinsurance business of
the insurance or reinsurance undertaking under this Act, without any special recognition and
execution procede.

TITLE IV
QUALIFYING HOLDINGS

Approvalto Acquire a Qualifying Holding

Article 36



(1) Prior approval from the Agency shall be required for the acquisition of shares in the
insurance undertaking on the basis of which a person acgudirestly or indirectly, a
qualifying holding in the insurance undertaking.

(2) Any natural and legal person or such persons aatirgpncert(the proposed acquirer)

who have taken a decision to either acquire, directly or indirectly, a qualifying holding in an
insurance undertaking or to further increase, directly or indirectly, such a qualifying holding
in an insurance undertaking on the basis of which their voting rights or capital would account
for 20% or more, or less than 10% if there is an influence on the er@eag of the insurance
undertaking, or equal to or greater than 20%, 30% or 50%, or such that the insurance
undertaking becomes their subsidiary, shall acquire, before acquiring the qualifying holding,
the approval of the Agency for the acquisition of aldying holding in the insurance
undertaking.

(3) In the event of any further acquisition of shares in the insurance undertaking, whereby the
person who has a qualifying holding would increase their holding so that the proportion of the
voting rights or dthe capital they hold would reach or exceed 20%, 30% or 50%, or so that
the insurance undertaking would become their subsidiary, they shall obtain prior approval
from the Agency.

(4) Where a holder of a qualifying holding intends to dispose of theieshatich would
result in the holding being reduced below the threshold of which they notified the Agency,
they shall inform the Agency thereof in advance.

(5) The approval to acquire the qualifying holding shall become invalid if the proposed
acquirer, wihin six months of the date of enforceability of the decision to grant the approval,
fails to acquire the holding to which the approval refers, unless the Agency determined the
final deadline for the proposed acquisition in its decision approving the ggo@zquisition.

At the request of the proposed acquirer, the Agency may extend the deadline for the proposed
acquisition of the qualifying holding.

(6) If the holdings of the holder of a qualifying holding increase due to a decrease in the
capital of theinsurance undertaking or similar actions so as to become equal to or exceed
10%, 20%, 30% or 50%, the holder of the qualifying holding shall submit a request to the
Agency for any further acquisition of holdings in capital or voting rights within 30 days f

the date they became or should have become aware of the increase in their holding due to the
activities of the insurance undertaking. If they fail to do so and fail to probarm@pproval

from the Agency for the acquisition of that holding for gaat of the holding thus acquired,
Article 44 of this Act shall apply.

(7) In exceptional circumstances, the holder of a qualifying holding from another Member
State is not obliged to report reaching the 30% threshold in the case where they report the
acqusition of 33% of the holding. Furthermore, the holder of a qualifying holding from
another Member State is not obliged to report the reduction of the qualifying holding to the
30% threshold in the case where they have reported the reduction of thermgaldfgling to

33% of the holding.

(8) The holder of a qualifying holding in an insurance undertaking may be:



1. a person who did not hold more than 10% in the share capital of the insurance or
reinsurance undertaking, investment company or credit institupension undertaking,
pension insurance undertaking or investment fund management company in the period of
three years preceding the acquisition of membership in the insurance undertaking, at the time
when the authorisations of these undertakings tsyauthe insurance business were revoked,;

2. a company, sole trader or craftsman in respect of whose assets no bankruptcy proceedings
have been initiated or completed and no-lpmakruptcy settlement proceedings have been
initiated;

3. a person who has nbéld a managing position in a company at the time when bankruptcy
proceedings or prbankruptcy settlement proceedings were initiated, where a decision on
liquidation has been issued or whose authorisation to pursue the insurance business has been
withdravn, unless the Agency finds that the person concerned has not contributed to such
circumstance through their actions or failure to act;

4. a person who is not a civil servant or who does not exercise their duty in a local and
regional segovernment uniind who is not an officer of a state administration authority or a
local and regional seljovernment unit or authorities accountable to the legislative and
executive power in the Republic of Croatia, any other Member State or a third country;

5. a persorwhose appropriate authorisation or authorisation to pursue certain business in
accordance with the acts under the competence of the Agency or the Croatian National Bank
or related supervisory authorities of the Republic of Croatia, Member States and third
countries have not been withdrawn due to-nompliance with relevant regulations;

6. a person who has not been convicted, on the basis of a judgement with final force and
effect, of misdemeanour or criminal offence that represents a gross or permanent violation of
the regulations within the competence of the Agency, the Croatian NaBan& or other
supervisory authorities of the Republic of Croatia, Member States or third countries, or of the
following criminal offences provided for in th€ompanies Act and th€riminal Code

(Official Gazette 125/11 and 144/12, as follows:

T Title IX T crime against humanity and human dignity

T Title XII'T criminal offences against labour relations and social insurance

i Title XXIII i criminal offences against property (other than a criminal offence involving
unaut horised use o f mowabld property and @l ceminal offeece s o n s
involving damage to other personsodo preperty)
officio;

T Title XXIV 1 criminal offences against the economy

T Title XXVI 1 criminal offences of forgery

T Title XXVIII T criminal offences against official duty

T Title XXIX 1 criminal offences against thediciary



T or for criminal offences from the Criminal Code (Official Gazette 110/97, 27/98, 50/00,
129/00, 51/01, 111/03, 190/03 Decision of the Constitutional Coudf the Republic of
Croatia, 105/04, 84/05, 71/06, 110/07, 152/08, 57/11 and 143/12), as follows:

T Title XIII 7 criminal offences against values protected by international law

T Title XVII T criminal offences against property (other than a criminal o&fe@ngolving

alienation of other personsd® movable propert
and damage of ot her personsod propert g, for
officio;

T Title XXI 1 criminal offences against the safetypayment and business operations
T Title XXII T criminal offences against thediciary

T Title XXII T criminal offences against authenticity of documents

T Title XXV T criminal offences against official duty

T a criminal offence involving the violatioof the right to work and other labotlated rights
referred to in Article 114 and a criminal offence involving the violation of right to health care
and disability protection referred to in Article 115.

7. a person who has not been convicted, on this lodsa judgement with final force and
effect, of a criminal offence referred to in acts falling within the competence other Member
States or third countries whose description corresponds to the criminal offences referred to in
paragraph 8, subparagrapbf@his Article.

(9) If the acquisition of a qualifying holding enables the proposed acquirer to exercise a
significant influence or control over the insurance undertaking, they shall support their
proposal for acquisition of the qualifying holding with:

1. the business strategy of the insurance undertaking where a qualifying holding is to be
acquired;

2. the scheme of operations of the insurance undertaking for the next three financial years,
including the forecast report on the financial position andstagement of comprehensive
income;

3. the planned changes in the organisational, management and staff structure of the insurance
undertaking;

4. the action plan for drafting new or amendments to curredavey of the insurance
undertaking; and

5. the acthn plan for changes in the current or the introduction of the new information
technology of the insurance undertaking.

(10) In the assessment procedure, the Agency may require the proposed acquirer to provide
other documents as appropriate, including thi®rmation stipulated by the Anrioney



Laundering and Terrorist Financing Act, which is gathered by the persons bound by that act,
within the deadline stipulated by Article 39, paragraphs 5 or 6 of this Act, when there are
reasonable grounds to suspecatthin connection with the proposed acquisition, money
laundering or terrorist financing is being or has been committed or attempted, or that the
proposed acquisition could increase the risk thereof.

(11) The Agency shall adopt an ordinance defining thetesd of the proposal for the
acquisition of a qualifying holding and the supporting documents to be submitted with the
proposal which prove the fulfilment of the conditions for the acquisition of a qualifying
holding.

(12) The provisions of this Act conteng the acquisition of the qualifying holding in the
insurance undertaking shall also apply to the acquisition of the qualifying holding in the
reinsurance undertaking.

Notifications and Exchange of Information with Other Competent Supervisory
Authorities

Article 37

(1) The Agency shalwithout delay and after receiving an application for the acquisition of a
gualifying holding inform the competent supervisory authority of the Member State if the
qualified holder is:

1. a credit institution,nisurance or reinsurance undertaking, investment firm or management
company undertaking for collective investment in transferable securities (the UCITS
management company)

2. the parent undertaking of a credit institution, insurance or reinsurance undertaking,
investment firm or UCITS management company referred to in subparagraph 1 of this
paragraph; or

3. a person controlled by that person or persons controlling a ametiitiion, insurance or
reinsurance undertaking, investment firm or UCITS management company referred to in
subparagraph 1 of this paragraph.
(2) The Agency shall notify and exchange information with the competent supervisory
authority of another Membert&e on the suitability of the proposed acquirer of a qualifying
holding.

Persons Acting in Concert

Article 38

(1) Persons acting in concert mean:
1. natural or legal persons cooperating mutually or with the insurance undertaking on the basis

of an agreend, either express or implied, either oral or written, aimed either at acquiring the
voting shares or concerted exercising of the voting rights; or



2. legal persons mutually connected pursuant to the provisions of the Companies Act.
(2) The following persos shall be deemed to act in concert:

1. persons connected only through circumstances related to the acquisition of shares,
indicating concerted acquisition or concerted intention of persons;

2. management or supervisory board members of companies actiogcert;

3. management or supervisory board members with companies in which they are members of
these bodies, or

4. a management company and all investment funds managed by that company.

(3) Legal persons and natural and/or legal persons shall act gercowhere one of them
exercises direct or indirect control over another or other legal persons

(4) Natural persons shall act in concert if they are related by blood in direct line and in
collateral line up to the first degree of kinship, and if they speuses or extraarital
partners or life partners.

(5) Persons also act in concert if they are mutually connected pursuant to the provisions of the
act governing the takeover of joistock companies.

Assessment of the Proposal for the Acquisition of aifying Holding
Article 39

(1) The Agency shall, within two days after receiving twmplete application for the
acquisition of a qualifying holding, acknowledge the receipt thereof in writing to the proposed
acquirer and inform them of the date of tlxpiey of the assessment period.

(2) The Agency shall have a maximum of 60 days from the date of submission of the
complete proposal to perform the assessment of the proposal for the acquisition of the
gualifying holding and to submit its decision to thegwsed acquirer.

(3) If the Agency received two or more proposals to acquire a qualifying holding, it shall treat
the proposed acquirers in a Rdiscriminatory manner.

(4) The Agency may, during the assessment period and no later than 50 days from the
submission of the proposal referred to in paragraph 1 of this Article, send a written request to
the proposed acquirer asking them to submit any further notifications, information and
documents that are necessary to complete the assessment.

(5) The propos# acquirer shall submit the requested information and documents within the
deadline stipulated by the Agency, which shall not exceed 20 days.

(6) In exceptional circumstances, the Agency may extend the deadline referred to in
paragraph 5 of this Article t80 days if the proposed acquirer is:



1. situated or has the head office in a third country or is subject to the legislation of a third
country, or

2. a natural or legal person who is not subject to supervision under this Act or the regulations
of a MembeiState where their residence or head office is situated.

(7) The person authorised by the Agency to acquire a qualifying holding in the insurance
undertaking shall notify the Agency accordingly within eight days from the acquisition of the
qualifying holding.

(8) Thecompleteapplication referred to in paragraph 1 of this Article shall be the application
accompanied by the documents set out by the ordinance referred to in Article 36 of this Act
and additional information or documents referred to in paragdapf this Article requested

by the Agency.

(9) If the Agency does not adopt a decision on the acquisition of a qualifying holding within
the deadline set out in this Article, the acquisition shall be deemed to have been approved.

(10) By way of derogatio from paragraph 2 of this Article, the deadline for the assessment of
the application for the authorisation to acquire a qualifying holding shall be 60 days following
the acknowledgement of receipt of the legimpleteapplication when Article 28 of thiact

was applied.

Assessment of Suitability of the Proposed Acquirer
Article 40

(1) In assessing the proposal to acquire a qualifying holding, the Agency shall appraise the
suitability and the financial soundness of the proposed acquirer against therfgltritéria:

1. the reputation of the proposed acquirer;

2. the reputation, skills and experience of any person who will direct the business of the
insurance undertaking as a result of the proposed acquisition;

3. the financial soundness of the proposeguaer, in particular in relation to the type of
business pursuednd envisagedby the insurance undertaking in which the acquisition is
proposed,;

4. whether the insurance undertaking will be able to comply and continue to comply with the
provisions of thg Act, in particular, whether the group of which it will become part has a
structure that makes it possible to exercise effective supervision, effectively exchange
information among the competent supervisory authorities and determine the allocation of
respnsibilities among the competent supervisory authorities, and

5. whether there are reasonable grounds to suspecinhtatcordance with regulations on
money laindering and terrorist financingy connection with the proposed acquisition, money
launderingor terrorist financing is being or has been committed or attempted, or that the
proposed acquisition could increase the risk thereof.



(2) The Agency shall not impose any prior conditions in respect of the level of holding that
shall be acquired or examitiee proposed acquisition in terms of the economic needs of the
market.

(3) During the assessment of the proposed acquirer, the Agency shall examine the suitability
of the resources that the proposed acquirer intends to use to acquire a qualifyingiholding
the insurance undertaking.

(4) To gather the necessary information, the Agency may control the information submitted
by the proposed acquirer of the qualifying holding.

Refusal of the Application to Acquire a Qualifying Holding
Article 41

(1) The Agencyshall adopt a decision refusing the application to acquire a qualifying holding
if:

1. it estimates that the suitability or the financial position of the acquirer of the qualifying
holding do not meet the criteria referred to in Article 40 of this Act;

2. it ensues from the legal or the financial position of the proposed acquirer of the qualifying
holding or from the activities or the business pursued by the proposed acquirer of the
gualifying holding or by the persons closely linked to them or from thersccommitted by

the proposed acquirer of the qualifying holding that the operations of the insurance
undertaking may be jeopardised;

3. the activities or the business performed by the proposed acquirer of the qualifying holding
may render thesupervision of the operations of the insurance undertaking impossible or
significantly more difficult;

4. the acquirer of the qualifying holding has submitted inaccurate or incomplete or misleading
information, and that information was significant for #ssessment;

5. there are reasonable grounds to suspect money laundering or terrorist financing.

(2) The Agency shall adopt a decision on refusing the application for the acquisition of the
qualifying holding to a person from a third country if, taking actoof the regulations or
practice of that country with regard to the implementation and execution of the regulations,
the supervision in accordance with this Act may be prevented or rendered significantly
difficult or due to the reasons set out in parpgra of this Article.

(3) If the Agency, upon the completion of the assessment, decides to oppose the proposed
acquisition, it shall, within two days, and not exceeding the assessment period, inform the
proposed acquirer in writing stating the reasonshikymanner, and before issuing a decision

on the basis of paragraphs 1 and 2 of this Atrticle, it shall define a maximum period for the
proposed acquér to comment in writing on theeasons of the Agency to oppose their
acquisition of the qualifying holdg in the insurance undertaking.



Revocation or Annulment of the Decision on the Approval to Acquire a Qualifying
Holding and Legal ConsequencesAaiquiring a Qualifying Holdingvithoutthe
Approval of the Supervisory Authority

Article 42

(1) The Agency mwrevoke or annul the decision on the approval to acquire a qualifying
holding if:

1. the conditions stipulated by the provisiarighis Acton the basis of which the acquisition
of the qualifying holding was approved no longer exist;

2. the holder of thgualifying holding breaches their obligations or fails to act in accordance
with the decision issued by the Agency or by a body of another Member State or a third
country competent for supervision on consolidated grounds ordering them to remedy the
illegalities or irregularities;

3. if the qualifying holder received the authorisation on the basis of false, inaccurate or
misleading information or in some other inappropriate manner.

(2) The person who acquires a qualifying holding in the insurance undertakimout the
approval from the Agency shall, within 30 days of becoming aware of the acquisition of a
gualifying holding in the insurance undertaking, submitpplicationto the Agency for the
approval of such an acquisition. Article 44 of this Act bleagdply to such person until
obtaining the approval by the Agency.

(3) Article 44 of this Act shall apply to the qualifying holder whose approval to acquire a
qualifying holding has been revoked in accordance with paragraph 1 of this Article.

Prior Written Notification of the Proposed Acquisition of a Qualifying Holding in a
Third-Country Financial Institution

Article 43

(1) Prior to the acquisition of the qualifying holding in another insurance undertaking or
another financial institution with head officaitside the territory of the Republic of Croatia or
any other Member State (hereinafter: a ttwodintry financial institution), the insurance
undertaking shall notify the Agency in writing about this intention.

(2) Before any further acquisition as a fesdi which the proportion of the voting rights or of

the capital held in a thirdountry financial institution would reach or exceed 20%, 30% or
50% or as a result of which the insurance undertaking would acquire the majority interest in a
third-country fnancial institution, the insurance undertaking referred to in paragraph 1 of this
Article shall inform the Agency in writing about its intention.

(3) If an insurance undertaking decides to dispose of its shares or interests by reducing its
holding in a tlird-country financial institution below the threshold referred to in paragraphs 1
and 2 of this Article, it shall first notify the Agency in writing of its intention.

(4) The written notification referred to in paragraph 1 of this Article shall be suppaeitie



1. the list of the holders of qualifying holdings in a thea@lntry financial institution, together
with the information about their holdings, and the certified translation of the original excerpt
from a court or another public register for eatthem;

2. the translation of the certified excerpt from or a court or another public register for-a third
country financial institution;

3. accounts of a thirdountry financial institution for the last two financial years;

4. auditor's report, with thepmion on annual reports for the last two business years if a third
country financial institution is obliged to conduct the audit in accordance with the regulations
of the country where its head office is situated,;

5. the list of persons with close links & thirdcountry financial institution, along with a
description of close links;

6. the management strategy of a theaintry financial institution, along with the assessment
of the economic efficiency of investments.

Legal Consequences of AcquisitiGantrary to the Provisions of This Act
Article 44

(1) The person who acquires or holds shares contrary to the provisions of this Act shall not be
entitled to vote or participate in the management of the insurance undertaking on the basis of
the shares acqed in this manner.

(2) The voting rights referred to in paragraph 1 of this Article shall be, for the period during
which the holder of the qualifying holding does not enjoy any voting rights arising from the
shares acquired contrary to the provisionshig Act, added to the voting rights enjoyed by
other members of the insurance undertaking in such proportion as their individual holdings
bear to the share capital of the insurance undertaking, so that the holder may only participate
in voting on the bas of shares which constitute no breach of the provisions of this Act on the
acquisition of the qualifying holding.

(3) The Agency may issue a decision ordering the person referred to in paragraph 1 of this
Article to dispose of the shares in the insuramudertaking.

Qualifying Holdings: Powers of the Agency
Article 45

If the Agency has established that the influence exercised by the person who acquired a
qualifying holding in an insurance or reinsurance undertaking or by the peasting in
concertacquired a qualifying holding in such an undertaking is likely to operate against the
operating rules of such an insurance or reinsurance undertaking, it shall take appropriate
measures to eliminate such situations, including the suspension of theeepéritis voting

rights at the annual general meeting of the insurance or reinsurance undertaking or the sale of
shares in the insurance or reinsurance undertaking held by the person or persons in question.



Voting Rights
Article 46

(1) For the purposes ofitle IV of this Act, the provisions of the act governing the capital
market and pertaining to the percentage of voting right shall appigtis mutandis

(2) Voting rights or shares which investment firms or credit institutions may hold as a result
of providing the underwriting of financial instruments and/or placing of financial instruments
on a firm commitment basis, provided that those rights are, on the one hand, not exercised or
otherwise used to intervene in the management of the issuer and, adhdahedsposed of

within one year of the acquisition, shall not be taken into account in the assessment of the
amount of the qualifying holding or the holding referred to in paragraph 1 of this Article.

Indirect Acquisition
Article 47

1) The indirect holde of shares, participating interests or other rights that ensure the
participation in governance or capital is a person for whose account anotheripetsoimns a

direct holderi acquired these shares, participating interests or other rights that ensure
participation in governance.

(2) A person is considered to be the indirect holder of shares, participating interests or other
rights that ensure participation in governance, or of other securities whose direct holder is
another persorelated to the indiredolder.

Merger and Division of Insurance Undertakings
Article 48

(1) The insurance undertaking shall procure paigprovalfrom the Agency for any merger
and division.

(2) The provisions of the Companies Act which govern the status changes estgaint
companies shall apply to the changes in the status of the insurance undertaking referred to in
paragraph 1 of this Article.

(3) The Agency shall reject the application for the approval of a merger if the competent
authority prohibits the insurance undding from conducting the merger concerned in
accordance with the Competition Act.

(4) If the insurance undertaking or another legal person from another Member State or from a
third country is involved in the status change of the insurance undertakmgtahis change

shall be allowed only subject approvalby the competent supervisory authorities of all the
participants in the status change.

(5) The status change of the insurance undertaking referred to in paragraph 1 of this Article
which involves the transfer or the acceptance of insurance contracts concluded under the right
of establishment or the freedom to provide services, as well asdiger of the insurance



undertakings which involve an insurance undertaking from another Member State or from a
third country shall be governed by the provisions of this Act on the transfer of the insurance
portfolio.

(6) In the case referred to in paraghs 4 and 5 of this Article, the Agency shall request the
opinion of the supervisory authorities on the status change from another Member State or
from a third country prior to adopting a decision on the approval of the status change of the
insurance undeaking. If the competent authority fails to submit its opinion or approval
within three months from the date of receipt of the request by the Agency, it shall be
considered as having given its implied approval for the status change concerned.

(7) The Agery shall adopt an ordinance defining the content of the application and the
supporting documents to be submitted with the application for the approval of a status change
of an insurance undertaking.

(8) The Agency shall issue a decision on the application for the approval of a status change of
the insurance undertaking within 60 days of receffthe complete applicationr the receipt
of the approval from this Article or the expiry of the deadlnoef paragraph 6 of this Article.

(9) If the insurance undertaking is established due to a status change, that undertaking shall
obtain the authorisation from the Agency to pursue the insurance business before it is entered
in the court register.

Approvalof the Merger and Division of the Insurance Undertaking
Article 49

() In adopting its decision on the application of the insurance undertaking for the approval of
the merger with another insurance undertaking, the Agency shall consider the following:

1. mantenance of the financial stability of the undertaking with which the insurance
undertaking or another legal person will merge;

2. business reputation of the insurance undertaking with which the insurance undertaking will
merge;

3. professional qualificains and suitability of the persons who will manage the insurance
undertaking with which the insurance undertaking will merge;

4. financial stability of the insurance undertaking with which another insurance undertaking or
another legal person will merge;

5. whether the insurance undertaking with which the insurance undertaking or another legal
person will merge will be able to continue to operate in accordance with the provisions of this
Act and, in particular, whether the insurance group, of which theanse undertaking will
become a member, will have the structure that will make it possible for the insurance
undertaking to exercise effective supervision, enable efficient exchange of information among
the competent supervisory authorities and definedibgibution of competences among the
competent supervisory authorities;



6. any suspected money laundering or financing of terrorism.

(2) The Agency shall refuse the application for the merger referred to in paragraph 1 of this
Article if the conditionsaid down by paragraph 1 of this Article have not been fulfilled.

(3) In adopting its decision on the application of the insurance undertaking for the approval of
the mergeopr division the Agency shallluly apply paragraph 1 of this Article and refubes
application if the conditions referred to in paragraph 1 of this Article have not been fulfilled.

(4) Before issuing a decision referred to in paragraph 3 of this Article, the Agency shall
enable the applicants to comment on the reasons for thelmftiia a specified deadline.

(5) The decision referred to in paragraph 3 of this Article shall contain the reasons for its
issuance and the instruction on the legal remedy.

TITLE V

THE MANAGEMENT AND SUPERVISORY BOARDS OF THE
INSURANCE UNDERTAKING

CHAPTERR |
MANAGEMENT BOARD OF THE INSURANCE UNDERTAKING

Members of the Insurance Undertaking Management Board
Article 50
(1) The insurance undertaking shall have at least two members of the management board who
jointly manage its operations and jointly represtat undertaking. One of the management

board members shall be appointed as the president of the management board.

(2) At least one member of the management board shall have command of the Croatian
language, both in speech and writing, to be able to perioat function.

(3) The management board shall manage the operations of the insurance undertaking from the
territory of the Republic of Croatia.

(4) The authorised representative shall represent the insurance undertaking only jointly with
one member of ®imanagement board.

(5) The authorised representative shall not represent the insurance undertaking in proceedings
before the Agency.

(6) The conditions to be fulfilled by the person having the power of attorney shall be
determined by thArticles of Associatiorof the insurance undertaking.

(7) The members of the insurance undertaking management board shall be full time
employees of the insurance undertaking.



Conditions for the Management Board Member and the Authorised Representative in
the InsuranceJndertaking

Article 51

(1) A member of the insurance undertaking management board may be a person who meets
the following requirements at all times:

1. they possess professional qualifications, knowledge and experience adequate to enable
sound and prudembanagement;

2. they are of good repute and integrity (fit);

3. they have not been a member of the supervisory board, a member of the management board
or a person holding any other managing position in an insurance undertaking or a company at
the time whenbankruptcy proceedings or pbankruptcy settlement proceedings were
initiated against these entities or which has been deleted from a court regisiificiq or

whose authorisation to pursue the insurance business has been withdrawn, unless the Agency
finds that the person concerned has not affected the initiation of the bankruptcy proceedings,
the initiation of prebankruptcy settlement proceedings, the deletion from the court regjster
officio or the withdrawal of authorisation through their misaaetd or incompetent
professional work;

4. a sole debtor (sole trader or craftsman) in respect of whose assets no bankruptcy
proceedings have been initiated or completed and nbarkruptcy settlement proceedings
have been initiated, unless the Agency diridat the person concerned has not affected the
initiation of the bankruptcy proceedings or the initiation of-lpa@kruptcy settlement
proceedings through their misconduct or incompetent professional work;

5. they have not been relieved from duty of amber of the insurance undertaking
management board by virtue of the decision adopted by the Agency referred to in Article 238,
paragraph 5 of this Act;

6. to whom the Agency or another supervisory authority has not refused the approval to
perform the fundon of the management board member, or if at least one year has passed
from the date of enforceability of the decision refusing an application for approval to perform
the function of the management board member;

7. they fulfil the conditions for the managent board member of a joistock company set
out by the Companies Act;

8. their former conduct has been such that it may be reasonably concluded that they will
perform the duties of a member of the insurance undertaking management board honestly and
with due care;

9. they are not a member of the management board or an authorised representative of another
company or a member of the supervisory board in any of the following legal persons:

T another insurance or reinsurance undertaking,



T pension insurancendertaking,

T pension undertaking,

T depositary,

T investment company,

T UCITS or alternative investment fund management company,

T credit institution,

T other legal persons operating under the authorisation or permit granted by the Agency;

10. they are ot an authorised representative of the insurance undertaking branch from the
Republic of Croatia, another Member State or a third country:

11. they have not been convicted, on the basis of a judgement with final force and effect, of
misdemeanour or crimihaoffence which represents a gross or permanent violation of
regulations falling within the competence of the Agency, the Croatian National Bank or
related supervisory authorities of the Republic of Croatia, other Member States or third
countries, or of th following criminal offences provided for in ti@ompanies Act and the
Criminal Code (Official Gazette 125/11 and 144/12, as follows:

I Title IX T crime against humanity and human dignity

T Title XII T criminal offences against labour relations and sacglrance

T Title XXIV 1 criminal offences against the economy

T Title XXVI i criminal offences of forgery

T Title XXVIII T criminal offences against official duty

T Title XXIX 1 criminal offences against thediciary

T Title XXIIl T criminal offences agnst property (other than a criminal offence involving
unauthorised use of other personsodé movable p
to other personsd property) f exoffieichi ch cri min
T or for criminal offences from the Criminal Code (Official Gazette 110/97, 27/98, 50/00,
129/00, 51/01, 111/03, 190/03 Decision of the Constitutional Court of the Republic of

Croatia, 105/04, 84/05, 71/06, 110/07, 152/08, 57/11 and 143/12), as follows:

T Title XIII 7 crimind offences against values protected by international law

T Title XVII T criminal offences against property (other than a criminal offence involving
alienation of other personsdé movable propert

and damage obt her personsodé property), for ewhi ch
officio;



T Title XXI 1 criminal offences against the safety of payment and business operations
T Title XXII T criminal offences against thediciary

T Title XXl T criminal offences against authenticity of documents

T Title XXV T criminal offences against official duty

T a criminal offence involving the violation of the right to work and other labelated rights
referred to in Article 114 and a criminal offence involvihg violation of right to health care
and disability protection referred to in Article 115.

12. they have not been convicted, on the basis of a judgement with final force and effect, of
misdemeanour or criminal offence of regulations falling within the @ienze of other
Member States or third countries whose description corresponds to criminal offences and
misdemeanours referred to in subparagraph 11 of this paragraph;

13. they are not in a conflict of interest with respect to the insurance undertaking,
shareholders, supervisory board members or holders of key functions.

(2) The experience referred to in paragraph 1, subparagraph 1 of this Article shall be deemed
to be the experience of at least three years at managing positions in an insurance undertaking
or a reinsurance undertaking or a fiy@ar experience in managing the business activities
comparable to the activities of the insurance undertaking or the activities that the Agency
assesses as such as to enable the person to gain the experience requerdoim the
function of a member of the management board of the insurance undertaking.

(3) The proof of fulfilment of the conditions set out in paragraph 1, subparagrapteng64,

T 14 of this Article shall include a court register excerpt or a decunssued by the
competent judiciary or administrative authority or a notarised statement by the candidate, not
older than three months following the date of submission of the application referred to in
Article 52 of this Act.

(4) The statements, documerand excerpts referred to in this Article shall not be older than
three months as from the day of submission of the application referred to in Article 52 of this
Act, except for the certificate referred to in paragraph 2 of this Act.

(5) The authorised peesentative of the insurance undertaking shall not be the authorised
representative, member of the management board, member of the supervisory board or holder
of akey function in any of the following legal persons:

I another insurance or reinsurance utaleng,

T pension insurance undertaking,

T pension undertaking,

T depositary,

T investment company,



T UCITS or alternative investment fund management company,
T credit institution,
T other legal persons operating on the basis of the authorisation gogrttesl Agency.

(6) By way of derogation from paragraph 1, subparagraph 9 and paragraph 5 of this Article,
the member of the management board and the authorised representative of the insurance
undertaking may be a member of the supervisory board in legebn®e set out in those
provisions only when this is in compliance with Article 58, paragraph 3 of this Act.

Approvalof theMember of the Insurance Undertaking Management Board
Article 52

(1) The person who has received prior approval from the Agenosrform the function of a
member of the insurance undertaking management board may be appointed to this position.

(2) The application for the approval to perform the functainthe management board
membershall be submittedot the supervisory board of thesurance undertaking for the
candidate for the management board member.

(3) In adopting the decision on the application referred to in paragraph 2 of this Article, the
Agency may invite the candidate for the management board member to present their
progmamme for managing the operations of the insurance undertaking and to additionally
present the programme as appropriate.

(4) The Agency shall base sior approvareferred to in paragraph 1 of this Article on:
1. the documents supporting the applicatieierred to in paragraph 2 of this Article;

2. the presentation of the candidate's programme, and

3. other available data and information.

(5) The candidate shall procure prior approval from the Agency for each term of office as the
management board member

(6) In adopting the decision on the application referred to in paragraph 2 of this Article, the
Agency shall issue the prior approval referred to in paragraph 1 of this Article for the term of
office indicated in thepplication Exceptionally, the Agerycmay, when it deems as justified,
issue a prior approval for the period shorter than the period indicated in the application
referred to in paragraph 2 of this Article.

(7) The Agency shall adopt an ordinance prescribing the contents of the applickroedre

to in paragraph 2 of this Article, the conditions referred to in Article 51 of this Act and the
supporting documents to be submitted to prove the compliance with the criteria for
performing the function of a member of the management board.



Refusalof the Application for the Approval to Perform the Function of the
Management Board Member

Article 53

The Agency shall refuse the application for the approval to perform the function of the
management board member if:

1. the proposed candidate does not tnitee requirements laid down by the provisions of
Article 51 of this Act, or

2. the Agency has objective and provable reasons to validly assume that the business or duties
in which the person is or was engaged would represent a threat to managing drecensur
undertaking in a sound and prudent manner and in accordance with the rules on the system of
governance and those prescribed by this Act or

3. the information given in the application for the approval is incorrect, false or misleading or
the informatiom that is important for deciding on the application for approval has been
withheld, or

4. the programme for running the operations of the insurance undertaking and its presentation
have been assessed by the Agency as unsatisfactory.

Expiry of the Approvaio Perform the Function of the Management Board Member
Article 54

(1) The approval to perform the function of the member of the insurance undertaking
management board shall expire:

1. with the expiry of the skmonth period after the decision on the prior approval of the
appointment of the management board member became final if the person concerned is not
appointedor assumes office of the management board member ipghat,;

2. on the date of expiry of the membership in the case of an early expiry of the person's
membership in the management board;

3. on the date of termination of employment if the person concerned ceases to be employed by
the insurance undertaking.

(2) The insuance undertaking shall without delay notify in writing the Agency about any
circumstances referred to in paragraph 1 of this Article.

Obligations of the Member of the Insurance Undertaking Management Board
Article 55

(1) The members of the insu@underking management boashall make sure that the
insurance undertaking operates in accordance with:



1. rules of trade and

2. this Act, the regulations adopted under this Act and other acts and regulations governing
the operations of insurance undertakings.

(2) The members of the insu@undertaking management boatall establish and put in
place an efficient and reliable system of governance in accordance with the provisions of this
Act that ensures efficient and sound management of the insurance kinderta

(3) In order to establish and put in place an efficient and reliable system of governance, the
management board of the insurance undertaking shall:

1. adopt the business policy of the insurance undertaking;

2. approve and regularly examine the styategoals and risknanagement strategies and
policies;

3. ensure the integrity of accounting and financial reporting systems and of financial and
operating control;

4. regularly reexamine the correctness of the public disclosure procedures;
5. provide forthe efficient supervision of senior management, and

6. establish precisely defined, clear and consistent internal relationships with regard to
responsibility, with a clear allocation and appropriate segregation of roles and responsibilities
in order to awid a conflict of interest.

(4) In the event of any reappointment or termination of their term of office as members of
supervisory or management boards of other legal persons, as well as in the event of an early
termination of their term of office as membeof the insurance undertaking supervisory
board, the members of the insurance undertaking management board shall inform the Agency
in writing within eight days thereof.

(5) The members of the insurance undertaking management board shall ensure the
implementation of supervisory measures ordered by the Agency.

(6) The members of the insurance undertaking management board shall periodically, and at
least once a year, -examine the suitability of procedures and the efficiency of the internal
control system.They shall document their conclusions and inform the supervisory board
thereof.

(7) The members of the insurance undertaking management board shall be severally liable to
the insurance undertaking for any damage resulting from their actions, failure amdact
failure to exercise their duties, unless they prove that they employed the duty of a prudent
businessman in the exercise of their duty of managing the insurance undertaking.

Revocation or Annulment of the Approval to Perform the Function of the Maieage
Board Member



Article 56

(1) The Agency shall issue a decision on revoking or annulling the decision on the approval to
perform the function of the management board member in the following cases:

1. if the management board member no longer meets titioms under which the approval
was granted;

2. if the approval was obtained due to material information being withheld, or on the basis of
false, incorrect or misleading information, or in any other fraudulent manner,;

3. if the management board membeas severely or systematically violated the provisions of
this Act, the regulations adopted under this Act or other legal provisions related to the
operations of the insurance undertaking;

4. if the management board member has not ensured the implenrenfatio has failed to
implement the measures ordered by the Agency;

5. if the management board member has not put in place an effective system of governance in
accordance with this Act that provides for sound and prudent management of the business;

6. if it establishes that the management board member is in a conflict of interest due to which
they can no longer fulfil their obligations and duties with due skill, care and diligence;

7.if the management board member fails to regularly and with due cateHalbbligation to
establish and review the effectiveness of the policies, measures or internal procedures put in
place in order for the insurance undertaking to comply with the provisions of this Act and the
regulations adopted under this Act or the gdilion to take appropriate measures with the aim

of rectifying the deficienciesr irregularities in the operations of the insurance undertaking;

8. if the management board member violates the provisions of the Companies Act concerning
the duties of thenanagement board, the consequence of which is their recall from duty;

9. if the Agency issues a decision on the appointment of special management.

(2) In the cases referred to paragraph 1, subparagraphs 3 of this Article, the Agency

may introduce a&pecial supervisory measure temporarily prohibiting the performance of the
function of the management board member until the illegalities or irregularities are remedied,
but only for a period not exceeding six months. If due to this measure the number of t
management board members does not comply with that stipulated bxrtickes of
Associationthe supervisory board shall appoint a temporary deputy of the management board
member. If the management board member or the insurance undertaking failedy thm
illegalities or irregularities within a specified time, the Agency shall issue a decision revoking
or annulling the decision on the approval to perform the function of the management board
member granted to the member concerned.

(3) If the Agency $sues a decision revoking the decision on the approval to perform the
function of the management board member, the term of office of the member concerned shall
expire with the date of enforceability of this decision.



Notification of the Supervisory Board
Article 57

(1) The management board shall without delay notify in writing the supervisory board of the
insurance undertaking of the following:

1. if there is a threat to liquidity;

2. in the occurrence of the event for the expiry of validity of the audt@misfor pursuing the
insurance business, the reasons to revoke the authorisation or the reasons to revoke the
authorisation for the provision of insurance services in their entirety or in individual classes of
insurance;

3. the financial position of thésurance undertaking has changed so that the insurance
undertaking no longer complies with the Solvency Capital Requirement or Minimum Capital
Requirement or if there is a risk of such remmpliance within the following three months;

4. all measures takeby the Agency and other supervisory authorities in the procedure of
supervising the insurance undertaking.

(2) The management board member shall without delay notify in writing the supervisory
board of the following:

1. appointment or cessation of théimction in supervisory and management boards of
another legal person;

2. any legal transaction on the basis of which either the member of the management board or
their immediate family member has acquired, directly or indirectly, shares or holdings in a
legal person on the basis of which the management board member, together with their
immediate family member(s), has a holding in that legal person reaching or exceeding the
qualifying holding or if their holding has been reduced to a level below the qogliplding
threshold;

3. cessation of their function as the management board member, expiry of the conditions
stipulated for the performance of the function of the management board member;

4. any conflict of interest in which they are involved.

(3) Themember of the insuraraundertaking management boalall without delay notify in

writing the supervisory board of the insurance undertaking if they have knowledge or proof
that amother management board member does not meet the requirements to perform the
function of the management board member or fails to fulfil their obligations or that their
actions or failure to act may jeopardise the operations of the insurance undertaking.

(4) The supervisory board shall examine the notification referred to in ppra@r of this
Article without any delay and take the appropriate measures within the scope of its
competence.



(5) If the supervisory board fails to act in accordance with paragraph 4 of this Article, the
management board member shall submit the notificatederred to in paragraph 3 of this
Article to the Agency.

CHAPTER Il
SUPERVISORY BOARD OF THE INSURANCE UNDERTAKING

Members of the Insurance Undertaking Supervisory Board
Article 58

(1) The following persons shall not be appointed as members afigheance undertaking
supervisory board

1. a person related to legal persons in which the insurance undertaking holds more than 5% of
voting rights or of their share capital,

2. a person who is a member of the supervisory or management board or thesedithori
representative in another insurance undertaking or another financial institution;

3. a person who holds a key function in the insurance undertaking or the undertaking which
has close clinks with the insurance undertaking.

(2) The members of the supesory board who are employee representatives shall not
participate in the decisiemaking process of the supervisory board referred to in Article 60 of
this Act.

(3) The prohibition referred to in paragraph 1, subparagraphs 1 and 2 of this Article shall not
apply to the persons who are members of the supervisory board or the management board or
who are authorised representatives of the parent insurance undertaking or another parent
undertaking in the group of insurers or to the persons who are memberssop#reisory

board of the subsidiary of the same parent undertaking.

Requirements for Performing the Function of the Member of the Insurance
Undertaking Supervisory Board

Article 59

(1) A person eligible for a member of thmsurancaundertaking supervisory board shall at all
times have good repute, appropriate professional qualifications and the experience required to
perform the obligations from the field of their competence. Furthermore, they shall not be in a
conflict of interestwith respect to the insurance undertaking, shareholders, other members of
the supervisory board, holders of key functions and senior management of the insurance
undertaking.

(2) A person shall be deemed to have the relevant experience to perform thenfonci
member of the supervisory board if they have experience in running, managing or supervising
operations of an undertaking of comparable size and activities and of the insurance



undertaking where they are a candidate for the supervisory board membehe business

where they could have gained the experience required to perform the function of the
supervisory board member.

(3) The Agency may order the insurance undertaking to convene the general meeting to elect
the supervisory board members if theurance undertaking does not have a sufficient number

of the supervisory board members in accordance with the provisions @rtioges of
Associatioror the Companies Act or to convene the general meeting and propose to recall the
member of the insuneze undertaking supervisory board if:

1. the supervisory board member violates their duties defined rtlodes of Associatiorof

the insurance undertaking, this Act, the Companies Act and other acts and regulations adopted
underthose acts

2. the merber no longer fulfils the requirements for the supervisory board member.

(4) There is no requirement to appoint an employee representative to the supervisory board.
(5) The Agency shall adopt an ordinance defining in detail the requirements referred to in
paragraphs 1 and 2 of this Article and the documents proving that the person fulfils the
conditions to perform the function of the management board member.

Competences of the Insurance Undertaking Supervisory Board and Obligations of the
Supervisory Boartlembers

Article 60
(1) In addition to the competences of the supervisory board pursuant to the Companies Act
and theArticles of Associationof the insurance undertaking, it shall also have the following

competences:

1. give its consent to the managemerdird for the business policy and strategic goals of the
insurance undertaking;

2. give its consent to the management board for the financial plan of the insurance
undertaking;

3. give its consent to the management board for thenakagement strategiesdpolicies;
4. give its consent to the management board forsknand solvency assessments;
5. give its consent to the management board for the system of internal controls;

6. give its consent to the management board for the framework annual prog@mme
operations of the internal audit;

7. adopt decisions on other activities.

(2) The members of the insurance undertaking supervisory board shall:



1. supervise the adequacy of procedures applied and the efficiency of the activities of the
internal audit;

2. perform their duties taking account of the findings of the Agency, Tax Authority and other
supervisory authorities in the course of the supervision of the insurance undertaking;

3. supervise the implementation and the efficiency of the system of gogernan

4. supervise the implementation of the business policy of the insurance undertaking, its
strategic goals anadhderwriting andisk managemerstrategy angbolicy;

5. supervise the public disclosure;

6. review financial accounts of the insuranecelertaking and draw up a written report to the
annual general meeting thereof;

7. explain to the general meeting of shareholders their opinion about the annual report of the
internalaudit and about the annual report submitted by the management board.

(3) The members of the insurance undertaking supervisory board shall be severally liable to
the insurance undertaking for any loss incurred as a result e€aropliance with their
obligations referred to in paragraph 1 of this Article unless they can phmye have
performed their duties with the care of a prudent businessman.

(4) The member of the insurance undertaking supervisory board shall without delay inform
the Agency of the following:

1. their appointment and cessation of funciiotheinsurance udertakingandas a member
of the management or supervisory boards of other legal persons;

2. any legal transaction on the basis of which either the member of the supervisory board
himself or his immediate family members has acquired, directly or indiresitigres or
holdings in a legal person on the basis of which the member of the supervisory board, together
with his immediate family members, has a holding reaching or exceeding the qualifying
holding or if their holding has been reduced to a level betengtialifying holding threshold.

(5) The supervisory board of the insurance undertaking shall without any delay thetify
Agencyin writing of all the information that could influence the revocation of the decision on
approval to perform the function di¢ management board member as aglthetermination
and the reasons for termination of their term of office as the management board member.
TITLE VI
CROSSBORDER PROVISION OF SERVICES
CHAPTER |

PURSUIT OF THE INSURANCE AND REINSURANCE BUSINESS
OUTSIDETHE TERRITORY OF THE REPUBLIC OF CROATIA



Pursuit of the Insurance and Reinsurance BusineasatherMember State
Article 61

The insurance undertaking may pursue the insurance and reinsurance business for which it is
authorised by the Agency in the teory of another Member State under the right of
establishment or the freedom to provide services if it fulfils the requirements stipulated by the
regulations of the Member State where services are provided or the Member State of the
commitment.

Pursuingthe Business irmnotherMember State under the Right of Establishment
Article 62

(1) The insurance undertaking which intends to provide the insurance services under the right
of establishment in the territory of another Member State shall first give wnibtice to the
Agency about the Member State where the services are provided, or the Member State of the
commitment, in the territory of which it intends to establish a branch, and submit the
information and documents referred to in Article 66, paragraghtiharagraphs 1, 2 and 3 of

this Act to the Agency.

(2) Unless the Agency has reasons to doubt the adequacy of the system of governance or the
financial situation of the insurance undertaking or the fit and proper requirements, i.e. good
business reputend experience of the authorised agent referred to in Article 66, paragraph 2

of this Act, it shall, within three months of receiving all the information referred to in
paragraph 1 of this Article, communicate that information and documents referred to in
Article 66, paragraph 2, subparagraphs 1, 2 and 3 of this Act to the competent supervisory
authority of the Member State where it intends to establish its branch.

(3) In addition to the information referred to in paragraph 1 of this Article, the Agdradly

also attest to the competent supervisory authority of the Member State that the insurance
undertaking covers the Solvency Capital Requirement and the Minimum Capital Requirement
calculated in accordance with Articles 130 and 157 of this Act.

(4) Whee the Agency has reasons to doubt the adequacy of the system of governance or the
financial situation of the insurance undertaking or the fit and proper requirements, i.e. good
business repute and experience of the authorised agent referred to in Atichragraph 2

of this Act, it shall, within three months of receiving all the information referred to in
paragraph 1 of this Article, issue a decision refusing to communicate the information to the
competent supervisory authority of another Member Stadestate the reasons for its refusal

and the instruction on legal remedy to the insurance undertaking concerned.

(5) If the competent supervisory authority of the Member State within two months of
receiving the information referred to in paragraph 2 o #aiticle informs the Agency of the
conditions under which, in the interest of the general good, the insurance undertaking may
operate via its branch in that Member State, the Agency shall communicate this information to
the insurance undertaking concerned

(6) The insurance undertaking may establish a branch and start the insurance business in
another Member State via its branch as from the date on which the Agency received such a






