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Abstract

The positive difference between all assets of the insurer and its liabilities is used to fulfill
insurance obligations in the event of insufficient insurance reserves. The essence of the current
methodology for assessing the solvency of an insurance organization comes down to comparing
the actual size of the solvency margin (the actual size of the insurer's net assets) with its standard
size, calculated with the data of the insurance organization being assessed in accordance with the
instructional materials.In economic terms, the regulatory solvency margin represents the
minimum amount of its own available funds that an insurance organization must have, taking
into account accepted and fulfilled obligations.

Keyswords: Solvency margin, authorized capital, additional capital,reserve capital, value
of own shares, intangible assets, shareholders' debt.

Introduction

The financial stability of an insurance organization is the ability to fulfill accepted
insurance obligations when its activities are affected by unfavorable factors and changes in
economic conditions.

The financial stability of an insurance organization is ensured by sufficient and paid-up
authorized capital, insurance reserves adequate to accepted obligations, as well as an adopted
reinsurance system. The use of the reinsurance system assumes that the insurer is responsible
only for those risks for which it can fulfill obligations based on its financial capabilities. The
criterion for the financial stability of an insurer is usually considered to be the sufficiency of
insurance reserves and its own available funds to fulfill the insurer’s obligations. The most
important indicator of the financial stability of the insurer and its reliability is solvency.

The solvency of an insurance organization is its ability to fulfill its obligations at any time.

As in the case of financial stability, when assessing solvency, it is usually, unless otherwise
stated, understood as its ability to meet, first of all, insurance obligations.

The condition on the insurer's solvency is more significant than the condition on financial
stability, since it imposes an additional requirement on the company's assets. In addition to the
fact that they must be sufficient, they must be liquid to the extent necessary to fulfill insurance
obligations at any time.

Financial support for the fulfillment of obligations for insurance payments for the insurer is
the formed insurance reserves, as well as own funds free from obligations, called net assets. The
significance of the last element is due to the fact that insurance reserves, as a rule, are not enough
to fulfill insurance obligations.

Materials

The following materials were used in the research process:

- Legislative and Regulatory Framework Law of the Republic of Kazakhstan dated
December 18, 2000 No. 126-11 "On insurance activities” (with amendments and additions as of
07/01/2021) — the primary legislative act regulating the activities of insurance organizations and
establishing requirements for their solvency.
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- Instructional materials on the calculation of solvency margins of insurers, developed in
accordance with the requirements of the legislation of the Republic of Kazakhstan. Normative
documents of the insurance supervisory authorities regulating the procedure for monitoring the
financial stability of insurance organizations.

Theoretical Analysis Method:

- Study and systematization of legislative acts regulating the activities of insurance
organizations in the Republic of Kazakhstan;

- Analysis of scientific literature on the assessment of financial stability and solvency of
insurers;

- Identification of key concepts and approaches to defining solvency;

- Study of the evolution of approaches to assessing solvency in domestic and international
practice;

- ldentification of the essential characteristics of financial stability and solvency as
economic categories.

Results

Since insurance reserves are calculated using special methods, and therefore their size is
quite certain, assessing the solvency of an insurance organization can be reduced to assessing the
sufficiency of the insurer’s own available funds (net assets), which, together with the assets
covering insurance reserves, are used to fulfill insurance obligations.

Assessing the solvency of an insurance organization comes down to assessing the
sufficiency of its own available funds.

The excess of the insurer's assets over its liabilities confirms the existence of a solvency
margin (the insurer's net assets).

Solvency margin is the difference between the value of a company's assets and its
insurance liabilities. The positive difference between all assets of the insurer and its liabilities is
used to fulfill insurance obligations in the event of insufficient insurance reserves. The essence
of the current methodology for assessing the solvency of an insurance organization comes down
to comparing the actual size of the solvency margin (the actual size of the insurer's net assets)
with its standard size, calculated with the data of the insurance organization being assessed in
accordance with the instructional materials.

In summary, the results of this research demonstrate that:

Solvency assessment fundamentally reduces to evaluating the sufficiency of the insurer's
own available funds (net assets), as insurance reserves alone are often insufficient to fulfill all
obligations.

The three-stage solvency assessment methodology provides a comprehensive framework
for evaluating an insurer's financial reliability, with different calculation approaches for life
insurance and risk types of insurance.

The 30% safety margin requirement ensures that insurers maintain a buffer to withstand
fluctuations in economic conditions and unforeseen claims.

Technical risks have a predominant impact on the solvency of risk-type insurance
organizations, while investment risks significantly affect life insurance companies.

International experience confirms that premiums serve as a valid indicator of accepted
liabilities in solvency assessment, reflecting the influence of technical risks.

Non-technical risks are not accounted for in the regulatory solvency margin, representing a
limitation of the current methodology.

These results provide a solid foundation for understanding the methodology for assessing
the solvency of insurance organizations and identifying areas for potential methodological
improvement.

Discussion

The solvency assessment is carried out in three stages.



Stage 1. Calculation of the standard size of the solvency margin (the standard value of the
insurer's net assets), due to the specifics of concluded insurance contracts, as well as the volume
of accepted and fulfilled obligations.

In economic terms, the regulatory solvency margin represents the minimum amount of its
own available funds that an insurance organization must have, taking into account accepted and
fulfilled obligations.

In accordance with the current insurance legislation, an insurance organization can
simultaneously engage in:

- or types of personal insurance (life insurance; accident and illness insurance; medical
insurance),

- or risk types of insurance (accident and illness insurance; medical insurance; all other
types of property insurance).

For this reason, the calculation of the standard size of the solvency margin of an insurance
organization is carried out in different ways.

1) The insurance organization deals with types of personal insurance.

This means that it deals in life insurance and two or one of the following two risk types of
insurance - accident and health insurance, health insurance.

Therefore, the general standard size of the solvency margin is calculated as the sum of two
terms - for life insurance and types of insurance other than life insurance, respectively.

For life insurance, the private standard is calculated as a share of the life insurance reserve
and is adjusted to take into account reinsurance.

According to the legislation of the Republic of Kazakhstan, an insurance organization
working with life insurance is solvent for this type of insurance if the actual amount of its own
available funds exceeds the minimum that is found for the organization on the basis of the life
insurance reserve, i.e. takes into account accepted and carried out by the insurer insurance
obligations.

When calculating the private standard for types of insurance other than life insurance, two
main factors are taken into account - the amount of insurance obligations accepted by the insurer
(through the volume of insurance premiums) and the amount of insurance obligations fulfilled
(through the volume of insurance payments made). The private standard also takes into account
the insurer's participation in reinsurance.

According to the legislation of the Republic of Kazakhstan, an insurance organization
working with risky types of insurance is solvent for these types of insurance if the actual amount
of its own available funds exceeds the minimum found for the organization, taking into account
accepted (through premiums) and fulfilled (through payments) obligations.

In European insurance legislation, for types of insurance other than life insurance, an
additional requirement is introduced - the minimum amount of the company's own available
funds must also take into account the specifics of the risks covered by the corresponding type of
insurance.

The general standard is calculated as the sum of two found private ones.

The general solvency standard shows the minimum amount of own available funds that an
insurance organization engaged in types of personal insurance must have.

2) The insurance organization deals only with risky types of insurance.

In this case, the standard solvency margin coincides with the solvency standard calculated
for types of insurance other than life insurance.

If a company is engaged in life insurance and other types of insurance and the calculated
standard size of the total solvency margin is less than the minimum amount of the authorized
capital provided by law, the standard amount is set equal to this legally established amount of the
authorized capital.

Stage 2. Determination of the actual size of the solvency margin - net assets (the excess
of liquid assets over liabilities).



According to the legislation of the Republic of Kazakhstan, the actual size of the solvency
margin is calculated as the amount:

- authorized capital,

- additional capital;

- reserve capital;

- retained earnings of the reporting year and previous years, reduced by:

- uncovered losses of the reporting year and previous years;

- debt of shareholders (participants) for contributions to the authorized capital;

- the cost of own shares purchased from shareholders;

- intangible assets;

- overdue accounts receivable.

Stage 3. Comparison of the actual size of the solvency margin with the standard one.

If the actual size of the solvency margin exceeds the standard by at least 30%, it is
concluded that the insurance organization is solvent. Otherwise, control over the financial
recovery of the insurer is carried out by the insurance supervisory authorities.

The essence of assessing solvency is to compare the actual solvency margin with the
normative one that corresponds to accepted, fulfilled and fulfilled insurance obligations.

In general, the insufficiency of insurance reserves for risky types of insurance is largely
due to the manifestation of technical risks - those associated with the conduct of insurance
operations. The impact of investment risks for these types of insurance is not significant, since
the contracts are short-term and under them the insurer does not promise the policyholder to
receive investment income. Non-technical risks are also not taken into account when determining
the regulatory solvency margin. Therefore, assessing solvency for risky types of insurance is
essentially an assessment of the sufficiency of the company’s own available funds to cover the
possible negative impact of the insurer’s technical risks.

The solvency of a life insurance company is significantly influenced not only by technical
risks associated with insurance operations, but also by investment risks of the insurer, therefore,
assessing their solvency comes down to assessing the sufficiency of their own available funds to
cover the possible negative impact of both technical and investment risks

The results of an analysis of the solvency of insurance organizations for risk types of
insurance in the European Union in the mid-90s of the last century showed the following.

The solvency of insurance organizations for risky types of insurance is significantly
influenced by risks reflected in the volume of accepted obligations - in the volume of premiums.
This fact confirms that the use of premiums to take into account accepted liabilities in the
method of assessing solvency remains justified, since they (premiums) reflect the influence of a
certain significant group of technical risks.

Conclusion

In conclusion, the assessment of financial stability and solvency of insurance organizations
is a complex but essential process that requires a systematic and comprehensive approach. The
current three-stage methodology, while having its limitations, provides a robust framework for
evaluating an insurer's ability to fulfill its obligations and maintain financial reliability. The key
factors influencing solvency include the adequacy of insurance reserves, the volume of own
available funds, the structure of assets and liabilities, and the nature of risks assumed by the
insurer. The 30% safety margin requirement ensures that insurers maintain an adequate buffer
against economic fluctuations and unforeseen claims.

The research demonstrates that solvency assessment for risk types of insurance
fundamentally focuses on technical risks, while life insurance solvency must account for both
technical and investment risks. International experience validates the use of premiums as
indicators of accepted liabilities, reinforcing the appropriateness of current methodologies while
suggesting potential areas for harmonization.

The effective implementation of solvency assessment methodologies requires continued
attention from insurance organizations, regulatory authorities, and policymakers. By maintaining



robust solvency assessment practices, the insurance sector can enhance its stability, protect
policyholders' interests, and contribute to the overall development of the financial system in the
Republic of Kazakhstan and beyond.

The findings of this research provide a foundation for further investigation into the
financial stability of insurance organizations and offer practical guidance for improving solvency
assessment methodologies in the context of evolving economic conditions and increasing
international integration of the insurance market.
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CAKTAHJBIPY HAPBIFBI J)KYHECITHIH KA3IPTT JKAFJANBI MEH IAMY
TEHJAEHIUSITAPBIH BATAJIAY JKOHE TAJIJIAY

Tyiiin

CakraHaBIpYIIBIHBIH OapibIK aKTHUBTEPI MEH OHBIH MiHIETTEMeJepi apachblHIarbl OH albIPMAaIIbUIBIK
CaKTaHIBIPY pe3epBTEpi KETKITIKCI3 OONFaH jkarjaiija caKTaHABIPY MiHIETTEMENEepiH OpbIHIAY YLIiH
naiaananpua el CakTaHIbIPY YHBIMBIHBIH TOJIEM KAOUIESTTUIINH Oaraiay/blH KOJIJaHBICTAFbl 9IICTEMECIHIH
MOHI TesleM KaOilIeTTiliri Map)KachlHBIH HAKTBhl MOJILEPiH (CaKTaHIBIPYIIBIHBIH Ta3a aKTUBTEPiHIH HaKTHI
MOJILEPiH) CaKTaHAbIPY YHBIMBIHBIH MOJIIMETTEPIMEH €CENTENTeH OHBIH CTaHIapTThl MeJIepiMeH
CalbICTBIpyFa OalIaHBICTEI. HYCKAyJIbIKKA Colikec OaramaHazpl. materials.In sKOHOMHUKANBIK TYpPFBIIaH
ajiFaHjIa, TeJieM KaOlJIeTTIIIriHIH HOPMAaTUBTIK Map)Kachl KaObLIIaHFaH JKOHE OPBIHIAFaH MIHACTTEMEIEpPIi
€CKepe OTBIPBIN, CaKTaHIBIPY YHBIMBIHAA OONIybl THIC ©3iHIH Kojja 0ap KapaKaTbIHBIH €H a3 MeJLIepiH
oinmipeni.

KinTTrik ce3nep: TeneM KaOINETTiNIr MapKachl, KapFbUIBIK KalMTal,KOCBIMIIIA KaIUTall, PE3ePBTIK
KaIuTajl, MEHIIIKT aKIUsUIApbIH KYHBI, MATEPUAIIBIK €EMEC aKTHUBTED, aKIIMOHEPIIEPAiH KaPbI3bL.


https://www.xprimm.com/Marina-SHIPOVALOVA-General-Director-InterConsult-Info-articol-120,121-18938.htm
mailto:Sapargul.66@mail.ru

C. C. Ecen0exoBa
K.a.1., YHuBepcutet npyx0nr HaponoB uM. A. Kyaroekoga, llIeimkenT, Kazaxcran
*ABTOp 1J1s Koppecnonaenmuu: Sapargul.66@mail.ru

OIIEHKA Y AHAJIM3 TEKYIIETO COCTOSIHUA U TEHAEHIIUI PA3SBUTHSI
CUCTEMBbI CTPAXOBOI'O PBIHKA

AHHOTALINA

[lonoxxurenpHas pa3HALA MEXAY BCEMH aKTHBAMH CTPaxOBIIMKA W €ro 00s3aTelbCTBAMHU
UCTIONB3YETCS ISl BBIMOJIHCHUS CTPAaXOBBIX O0S3aTENILCTB B Cllydae HEAOCTATOYHOCTH CTPAXOBBIX
pe3epBoB. CyTh JeHCTBYIONIEH METONMKH OICHKH ILJIATeKECIIOCOOHOCTH CTPaXOBOW OpraHH3aIuy
CBOIUTCS K COIOCTaBIICHUIO (DAKTHIECKOTO pasMepa MapKH IDIaTeKeCITOCOOHOCTH ((haKTHIeCKOTo
pa3Mepa YHCTHIX aKTHBOB CTPAxXOBIIMKAa) C €€ HOPMAaTHBHBIM Pa3MEpOM, PACCUNTAHHBIM Ha OCHOBE
JTAHHBIX OILICHUBACMOW CTPAaxOBOW OpraHM3allMd B COOTBETCTBUU C WHCTPYKTHUBHBIMU MaTepuanamu.C
SKOHOMUYECKOW TOYKM 3PCHHS HOPMATHUBHBIA 3amac IUIATE)KECIOCOOHOCTH TPEJCTABIIACT COOOM
MUHUMAIBHBIH 00BeM COOCTBEHHBIX CBOOOJHBIX CPEACTB, KOTOPHIM JOJDKHA pAacIioiarath CTpaxoBas
opranu3anus ¢ Y4€TOM MPUHATHIX U BBIIIOJTHCHHBIX O6H3aT€JII)CTB.

KamoueBble cJioBa: Mapka IDIaTeKECIIOCOOHOCTH, YCTaBHBIM KamUTal, JOMOJHUTEIbHBIN
KalWTaJ,pe3ePBHBII  KamuTall, CTOWMOCTh COOCTBEHHBIX aKIHWW, HEMaTepUabHbIE  AaKTHBBHI,
3aJI0JDKEHHOCTH aKI[HOHEPOB.
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