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I. Introduction

In order to ensure compliance of the business of insurance undertakings with legislation,
prevent the harm to the interests of policyholders, the insured and beneficiaries under insurance
contracts, and mitigate the risk arising from the business of insurance undertakings, the KNF
Board (hereinafter: ‘supervisory authority’), pursuant to Article 365(1) point 2(a)—(c) of the Act
on the business of insurance and reinsurance (consolidated text: Journal of Laws 2021, item
1130, as amended; hereinafter: ‘Act on the business of insurance’), issues Recommendations
on motor vehicle insurance claim settlement (hereinafter: ‘Recommendations’).

The Recommendations also aim to implement the objectives of financial market supervision
defined in Article 2 of the Act of 21 July 2006 on financial market supervision (consolidated
text: Journal of Laws 2022, item 660, as amended), such as ensuring the proper functioning,
stability, security and transparency of, and the confidence in, the financial market, as well as
ensuring protection of the interests of market participants and taking measures aimed at
ensuring the proper functioning of the financial market in accordance with Article 4(1) point 2
of the Act on financial market supervision.

The Recommendations replace the Guidelines on Motor Vehicle Insurance Claims Settlement
constituting an annex to Resolution No 414/2014 of the KNF Board of 16 December 2014 on
the issuance of Guidelines on motor vehicle insurance claim settlement (Official Journal of the
KNF Board 2015, item 11; hereinafter: ‘Guidelines’). The Recommendations contain
requirements resulting directly from applicable laws, unambiguous rulings of the Supreme
Court indicating best practices to be followed by insurance undertakings, from the need to
protect the individual interests of policyholders, the insured and beneficiaries under insurance
contracts, and the supervisory expectations in relation to insurance undertakings with regard to
the organisation and management of the claim settlement process.

It should be emphasised that an insurance undertaking should establish and cultivate good
relationships with customers (and in particular with persons entitled to a benefit under an
insurance contract) in order to increase confidence not only in a specific insurance undertaking
or insurance market, but also in the entire financial market.

The motor vehicle insurance category covers a wide range of insurance products, but the
Recommendations present supervisory expectations with regard to the settlement of claims
solving the major issues, from the perspective of the supervisory authority, with regard to motor
third party liability insurance, accident and theft insurance, as well as personal accident
insurance and roadside assistance insurance.

The Recommendations cover the following key areas previously covered by the Guidelines:

—  timely payment of benefits,

—  payment of benefits according to the principle of full compensation,

—  respecting disclosure obligations towards beneficiaries,

—  supervision and control by insurance undertakings’ governing bodies over the claim
settlement process,

— internal control in the claim settlement process,
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—  supervision and control by insurance undertakings over external entities performing claim
settlement activities for them.

The Recommendations have also been expanded to include new areas with regard to which it

is appropriate to indicate a good practice which relates to, in particular:

—  the organisation by an insurance undertaking of claim settlement which ensures restoring
the vehicle to its pre-damage condition as part of so called comprehensive motor vehicle
claim settlement service,

—  offering a rental of a replacement vehicle to the aggrieved party,

—  reimbursement of expenses made by the beneficiary in connection with ordering an expert
opinion to be prepared by a third party,

- concluding settlements.

The Recommendations indicate supervisory expectations regarding prudent and stable
management of the area of motor vehicle insurance claim settlement, including the related risk.
That risk may be defined as uncertainty related to the correct and effective conduct of the claim
settlement process by insurance undertakings. It is primarily associated with operational risk
and reputational risk. It should also be noted that irregularities in the motor vehicle insurance
claim settlement process expose an insurance undertaking to specific financial losses related to
the need to pay the legal fees in the dispute and, in the event of dismissal of the claim, the court
costs, the representation costs, and interest for delay in the payment of benefits.

All Recommendations are addressed to domestic insurance undertakings as defined in the Act
on the business of insurance, and should also be applied by main branches of foreign insurance
undertakings, taking into account the specifics of their organisation. The Recommendations on
the manner of conducting the claim settlement process and determining the amount of benefit
under motor third party liability insurance contracts for damage caused by motor vehicles in
motion referred to in Article 4(1) of the Act of 22 May 2003 on compulsory insurance, the
Insurance Guarantee Fund and the Polish Motor Insurers’ Bureau (consolidated text: Journal of
Laws 2022, item 621, as amended; hereinafter: ‘Act on compulsory insurance’) should also be
applied by foreign insurance undertakings with registered offices in the Member States of the
European Union or the European Free Trade Association (EFTA) — parties to the European
Economic Area agreement carrying on the business of insurance in the territory of the Republic
of Poland, with regard to motor vehicle insurance according to the principles specified in the
Act on the business of insurance.

This document contains 25 Recommendations, divided into the following areas:

—  organisation, management, supervision and control of the motor vehicle claim settlement
process,

—  claim settlement process,

— method of determining the amount of benefit.

Recommendations 1 to 13 apply to the settlement of all types of motor vehicle insurance claims.

The other Recommendations apply to the process of settling motor third party liability insurance

claims in which there is damage to the vehicle.

Moreover, the supervisory authority recommends that if outsourcing is used, an insurance
undertaking should ensure that third-party service providers perform the activities entrusted to
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them in accordance with the Recommendations. The supervisory authority indicates that the
agreements concluded by insurance undertakings with third-party service providers should
include appropriate clauses which guarantee that the activities of insurance undertakings, also
in the scope outsourced to those service providers, meet the standards specified in the
Recommendations.

The supervisory authority expects insurance undertakings to apply the Recommendations not
later than from 1 November 2022.

The supervisory authority expects that the decisions of insurance undertakings related to the
method of implementing the solutions indicated in the Recommendations will be preceded by
an in-depth analysis and supported by appropriate arguments.

The ‘comply or explain’ approach applies to the Recommendations. Under Article 365(5) of
the Act on the business of insurance, insurance undertakings which do not comply, or do not
intend to comply, with the Recommendations should notify the supervisory authority how they
intend to reach the objectives for the implementation of which the supervisory authority has
issued the Recommendations. The above information will be disclosed on the supervisory
authority’s website.
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Il. Glossary

Depreciation — a loss of value of a spare part being a component of a benefit under a motor
vehicle insurance contract due to damage to a vehicle that results from a difference between the
value of the new part used to repair the vehicle and the value resulting from the wear and tear
of the part destroyed due to an accident.

AVS — authorised vehicle service — a vehicle repair shop authorised by the vehicle’s
manufacturer or importer.

O parts — new, original spare parts provided directly by the vehicle’s manufacturer.

P parts — new, non-original spare parts of a comparable quality, covered by guarantee by the
manufacturer of such parts, who also certifies that the parts are of the same quality as the
components which are or were used for the assembly of the vehicles.

Q parts — new spare parts of the same quality as the parts provided directly by vehicle
manufacturer (manufactured according to production specifications and standards established
by the vehicle manufacturer), manufactured by the same manufacturer which provides the
vehicle manufacturer with mounting components or spare parts (also known as ‘equivalent
original parts’).

Claim adjuster —a person who carries out activities in the course of a claim settlement process,
including in particular: collection of the necessary documents in that process, visual inspection
of the object of damage, determination of the scope of liability of the insurance undertaking,
contacting the beneficiary under the insurance contract in the course of the claim settlement
process, determining the value of the benefit. Any reference in these Recommendations to a
claim adjuster shall also mean a team of persons carrying out activities in the course of the
claim settlement process, if at the insurance undertaking in question there is a team of persons
responsible for claim settlement.

Cost estimate method — a method of determining the value of benefit due to vehicle damage,
based on a calculation adopted by the insurance undertaking, which specifies the expected costs
of repairing the damaged vehicle.

Service method — a method of determining the value of benefit due to vehicle damage, based
on an invoice or bill issued by the repair workshop which repaired the damaged vehicle.

Supervisory authority — the KNF Board (Komisja Nadzoru Finansowego).

Outsourcing — an agreement between an insurance undertaking and a service provider under
which the service provider delivers a process, service and/or activity which would otherwise be
delivered by the insurance undertaking itself, as well as an agreement under which the service
provider entrusts the delivery of such a process, service and/or activity to other entities, through
which the service provider delivers such a process, service and/or activity.

Vehicle — a means of transport the holder of which is required under the Act on compulsory
insurance to conclude a motor third party liability insurance contract,

Claim settlement process — a process that covers the activities aimed at clarifying the
circumstances necessary to determine the insurance undertaking’s liability for a chance event
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and the value of benefit (if any), as well as paying, or a refusal to pay, a benefit within the time
limit required under the legislation and/or the insurance contract.

Procedure — a document defining a course of action, adopted by the competent body of the
insurance undertaking with unambiguously specified scope and effective dates, distributed in a
manner determined by the insurance undertaking.

Internal control system — a system covering in particular administrative and accounting
procedures, internal control organisation, relevant arrangements regarding preparing reports at
all levels of an insurance undertaking’s organisational structure, and the compliance function.

Management system — a management system functioning at an insurance undertaking,
covering the risk management function, compliance function, internal audit function and
actuarial function, which system ensures sound and prudent management of the insurance
undertaking and covers at least an organisational structure in which responsibilities are clearly
defined, an effective communication system and compliance with other requirements laid down
in the Act on the business of insurance.

Total loss — in motor third party liability insurance, a damage to the vehicle to the extent that
the value of the expected repair costs determined according to the Recommendations exceeds
the vehicle’s pre-damage market value.

Partial loss — in motor third party liability insurance, damage to the vehicle to the extent that
the value of the expected repair costs determined according to the Recommendations does not
exceed the vehicle’s pre-damage market value.

Vehicle insurance — motor third party liability insurance, theft and accident insurance, personal
accident insurance, roadside assistance insurance.

Roadside assistance insurance — voluntary insurance against roadside assistance costs in case
of an occurrence of an event in connection with the use of the vehicle, as specified in the
insurance contract.

Accident and theft insurance — voluntary insurance of the vehicle against the effects of events,
in particular against damage, destruction and loss.

Personal accident insurance — voluntary insurance against bodily injury, health disorder or
death of the vehicle’s driver or passenger.

Motor third party liability insurance — third party liability insurance of motor vehicle holders
against damage caused by motor vehicles in motion, as referred to in Article 4 point 1 of the
Act on compulsory insurance.

Beneficiary — a person entitled to a benefit under a motor vehicle insurance contract.

Act on the business of insurance — Act of 11 September 2015 on the business of insurance
and reinsurance (consolidated text: Journal of Laws 2021, item 1130, as amended).

Act on compulsory insurance — Act of 22 May 2003 on compulsory insurance, the Insurance
Guarantee Fund and the Polish Motor Insurers’ Bureau (consolidated text: Journal of Laws
2022, item 621, as amended).
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Loss of commercial value (loss of market value of a vehicle) — loss of value of a vehicle due
to an event affecting that vehicle, leading to liability of an insurance undertaking. It is
determined by the difference between the pre-damage market value of the vehicle and its post-
damage value determined under the same market conditions, provided that the post-accident
repair was performed properly, in accordance with the technology recommended by the
manufacturer, at a repair workshop which meets the technical and HR requirements to perform
such repair.

Insurance undertaking — a domestic insurance undertaking or foreign insurance undertaking
that carries out its business activity in the territory of the Republic of Poland in the area of motor
vehicle insurance.

Principle of full compensation — for motor third party liability insurance, a principle defined
in Article 361 § 2 of the Act of 23 April 1964 — the Civil Code (consolidated text: Journal of
Laws 2022, item 1360) according to which within the limits of the relevant causal relationship,
compensation should, in principle, correspond to the amount of damage suffered by the
aggrieved party and compensate for any detriment to their rights or interests protected by law.

Event — chance event as defined in the Act on the business of insurance.

Making a claim — notifying the insurance undertaking of an event covered by motor third party
liability insurance, accident and theft insurance, personal accident insurance and/or roadside
assistance insurance.
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I11. List of Recommendations

Organisation, management, supervision and control of motor vehicle insurance
claim settlement process

Recommendation 1

An insurance undertaking should have an appropriate organisational structure for proper
motor vehicle insurance claim settlement.

Recommendation 2

The management board of an insurance undertaking should ensure effective management
of the area of motor vehicle insurance claim settlement.

Recommendation 3

The supervisory board of an insurance undertaking should effectively supervise the area of
motor vehicle insurance claim settlement.

Recommendation 4

An insurance undertaking should develop, adopt and ensure the proper functioning of the
procedures that are part of the management system in the insurance undertaking which
define the manner of conducting the claim settlement process.

Recommendation 5

An insurance undertaking should ensure the functioning of an effective internal control
system, including a compliance function, and an effective internal audit function in the area
of motor vehicle claim settlement, in such a manner as to support the management board,
persons appointed by the management board to be responsible for that area, and the
supervisory board in the performance of obligations related to managing and supervising
that area.

Recommendation 6

An insurance undertaking should develop, adopt and ensure the functioning of a system of
management information on the motor vehicle insurance claim settlement process which is
tailored to the scale of its business activity and the size and profile of risk related to that
activity, which is an integral part of the insurance management system and which allows for
the identification of risks occurring in that process.
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Recommendation 7

An insurance undertaking should ensure that outsourcing does not lead to deterioration of
the motor vehicle insurance claim settlement process and the management system of the
insurance undertaking, and in particular to excessive exposure to operational risk and
reputational risk, or to deterioration of the supervisory authority’s ability to monitor the
insurance undertaking’s compliance with its obligations in that area.

Recommendation 8

An insurance undertaking should develop, adopt and ensure the functioning of a claim
adjusters remuneration system which ensures the efficient course of the motor vehicle
insurance claim settlement process.

Recommendation 9

An insurance undertaking should ensure that the persons performing activities in the area
of motor vehicle insurance claim settlement have appropriate skills and knowledge, in
particular through access to training in that area.
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Method of conducting the claim settlement process

Recommendation 10

An insurance undertaking should conduct the claim settlement process in a manner that
ensures the payment of benefit or making a final decision to refuse to pay the benefit in full
or in part within the time limits specified in the applicable law and the insurance contract.

Recommendation 11

The claim adjuster’s communication, in particular with the claimant, beneficiary,
policyholder, the insured and the perpetrator, should be conducted with due care required by
the professional nature of the insurance activity conducted by an insurance undertaking.

Recommendation 12

An insurance undertaking should develop, adopt and ensure the functioning of procedures
defining communication between the claim adjuster and the entities taking part in the claim
settlement process, forming part of the management system of the insurance undertaking.

Recommendation 13

An insurance undertaking should keep motor vehicle insurance claim settlement
documentation, including in particular claim documentation and justification of the
determination and adjustment of the provision for outstanding claims and benefits for a given
loss, with due care required by the professional nature of the insurance activity conducted by
the insurance undertaking.

Recommendation 14

When determining the amount of benefit under a motor third party liability insurance
contract, an insurance undertaking should provide the beneficiary with complete and clear
information on the method of determining the amount of benefit, including its undisputed
part.
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Method of determining the amount of benefit

Recommendation 15

In the event of a partial loss, an insurance undertaking should determine the benefit under
a motor third party liability insurance contract in the amount that enables the beneficiary to
restore the vehicle to its pre-damage condition.

Recommendation 16

When determining the amount of benefit under a motor vehicle liability insurance contract,
an insurance undertaking may, with the express consent of the beneficiary, organise the
vehicle’s repair in a repair workshop which will result in restoring the vehicle to its pre-
damage condition (comprehensive motor vehicle claim settlement service), but it may not
make the payment of the benefit dependent on using that service.

Recommendation 17

An insurance undertaking should determine the benefit under a motor third party liability
insurance contract in the amount that takes into account purposeful and economically valid
costs of new parts and materials used for the repair of the damaged vehicle. If an insurance
undertaking proves that the repair performed with the use of new parts and materials has led
to an increase in the value of the vehicle in relation to its pre-damage value, it may reduce
the value of benefit by the amount corresponding to such increase.

Recommendation 18

When determining the amount of benefit under a motor third party liability insurance
contract, an insurance undertaking should take into account the value of parts that need to
be exchanged, in order to restore the vehicle to its pre-damage condition.

Recommendation 19

A benefit under a motor third party liability insurance contract determined using the cost
estimate method should be determined based on the value of available parts.

Recommendation 20

An insurance undertaking should not determine the amount of benefit that results in limiting
the ability of the beneficiary of a motor third party liability insurance contract to repair the
vehicle where a total loss has not occurred. An insurance undertaking should use the same
criteria for determining the vehicle’s repair costs and the vehicle’s pre-damage and post-
damage value, regardless of whether it determines the amount of benefit in the case of a
partial loss or examines if it is justifiable to deem the loss to be a total one. If the loss is
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deemed to be a total one, an insurance undertaking should provide the beneficiary with
assistance as to the use of the wrecked vehicle.

Recommendation 21

The liability of an insurance undertaking under a motor third party liability insurance
contract for damage to a vehicle includes reimbursement of purposeful and economically
valid costs of renting a replacement vehicle.

Recommendation 22

With regard to liability under a motor third party liability insurance contract for damage to
a vehicle, an insurance undertaking may offer rental of a replacement vehicle for the period
of repair of the damaged vehicle or for the period necessary to purchase another vehicle.

Recommendation 23

When determining the amount of benefit under a motor third party liability insurance
contract, an insurance undertaking should take into account the loss of commercial value of
the vehicle, in cases where such loss has occurred.

Recommendation 24

An insurance undertaking’s liability under a motor third party liability insurance contract
includes reimbursement of valid expenses for ordering an expert opinion, provided that the
preparation of such opinion is necessary to seek the benefit payment effectively.

Recommendation 25

When making a settlement proposal, an insurance undertaking should provide the
beneficiary with complete and clear information about the method of determining the
amount of proposed benefit under a motor third party liability insurance contract, and about
the consequences of making the settlement.
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IV. Recommendations

Organisation, management, supervision and control of the motor vehicle insurance
claim settlement process

1. Recommendation 1

An insurance undertaking should have an appropriate organisational structure for proper
motor vehicle insurance claim settlement.

1.1. The organisational structure should be flexible enough to be in due time adjusted to
changes in the scope of business operations or business environment of an insurance
undertaking related to the motor vehicle insurance claim settlement process.

1.2. An insurance undertaking should have documentation which specifies the insurance
undertaking’s organisational units which are responsible for the area of motor vehicle insurance
claim settlement, including indication of the scopes of responsibility and rules of reporting to
members of the management board and persons appointed by the management board to be
responsible for that area.

1.3. Persons responsible for making declarations of intent on behalf of an insurance
undertaking with regard to accepting or refusing to accept a claim in full or in part should have
powers of attorney whose scope is specified in an unambiguous manner.

2. Recommendation 2

The management board of an insurance undertaking should ensure the effective
management of the area of motor vehicle insurance claim settlement.

2.1. The management board should undertake activities necessary for sound and prudent
management of the area of motor vehicle insurance claim settlement, including for identifying,
measuring, monitoring and managing related risks.

2.2. A member of the management board should be appointed for supervising the area of
motor vehicle insurance claim settlement. That person and the persons reporting to them who
manage the organisational units of the insurance undertaking responsible for motor vehicle
insurance claim settlement should have skills in that area, resulting from knowledge and
experience.

2.3. The management board should regularly monitor the current situation in the area of
motor vehicle insurance claim settlement, in particular it should review the reports containing
aggregated information which is material for the insurance undertaking’s profile.
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3. Recommendation 3

The supervisory board of an insurance undertaking should effectively supervise the area of
motor vehicle insurance claim settlement.

3.1. The supervisory board should monitor and supervise the management board’s
activities necessary for identifying, measuring, monitoring and managing risks related to the
area of motor vehicle insurance claim settlement, in the scope adjusted to the scale of the
insurance undertaking’s business activity and the size and profile of risk related to that activity.

3.2. The supervisory board should periodically, at least three times a year, receive reports
of the management board containing information on material aspects in the area of motor
vehicle insurance claim settlement including aggregate data on that area, material from the
perspective of the insurance undertaking’s profile.

4. Recommendation 4

An insurance undertaking should develop, adopt and ensure the proper functioning of the
procedures that are part of the management system in the insurance undertaking which
define the manner of conducting the claim settlement process.

4.1. Procedures, drafted in the Polish language, should be clear, precise and
comprehensive, so that following them ensures an insurance undertaking’s compliance with
law. Procedures should describe each process, and in particular specify:

—  method of receiving claims,
— rules of determining the facts of the insured event,

—  methods of communication between the claim adjuster and entities taking part in the
motor insurance claim settlement process (in particular with the claimant, beneficiary,
policyholder, the insured, perpetrator, courts, prosecutor’s office, institutions keeping
public registers),

—  manner of performing disclosure obligations by an insurance undertaking in the course
of the claim settlement process,

—  rules of sending regular reminders to the beneficiary and other entities in the course of
claim settlement process (in particular courts, prosecutor’s office, police) in cases where
those entities are in delay in delivering documentation necessary for determining the
liability of an insurance undertaking and the amount of benefit,

—  rules of determining the liability of an insurance undertaking,

— rules of determining the amount of benefit,

— method of ensuring a timely conduct of the claim settlement process,

—  rules of handling complaints in relation to the course of the claim settlement process,

— rules of collecting and archiving claim documentation and providing access to it.
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4.2. Procedures should be designed so as to ensure that in the area of motor vehicle claim
settlement there are no cases of overlapping of competences of organisational units and job
positions at an insurance undertaking, that there are no elements of the motor vehicle claim
settlement process for which no liability is assigned, and that there is effective cooperation and
information exchange between organisational units.

4.3. An insurance undertaking should supervise the application of procedures, in
particular it should ensure the control of correctness of their implementation and development
of their modifications, in order to ensure an optimum course of the claim settlement process,
from the perspective of the insurance undertaking’s operations, legal requirements and
protecting the interests of the beneficiary.

44. In order to ensure the correct application of procedures, an insurance undertaking
should apply measures which make it possible to record and control the course of the claim
settlement process, e.g. recording of phone calls or using the ‘mystery shopper’ solution.

4.5. Procedures and their application should be regularly reviewed by an insurance
undertaking as part of the internal control system, at least once a year and in each case of
changes in law, case law and activities of the insurance undertaking. The conduct of the review
should be documented.

5. Recommendation 5

An insurance undertaking should ensure the functioning of an effective internal control
system, including a compliance function, and an effective internal audit function in the area
of motor vehicle claim settlement, which support the management board, persons appointed
by the management board to be responsible for that area, and the supervisory board in the
performance of obligations related to managing and supervising that area.

5.1. As part of its internal control system, an insurance undertaking should have an
effective system for identifying irregularities in the area of motor vehicle insurance claim
settlement and a system of reporting those irregularities which is adequate for the scale of
conducted operations, which in particular should specify the frequency, the addressees, and the
minimum content of the reports.

5.2. An insurance undertaking should have tools in place which enable current monitoring
of the course of the claim settlement process, in particular with regard to: timeliness, occurrence
of catastrophic events, making claims of above-standard value, and making claims which give
rise to suspicions of insurance fraud.

5.3. In the area of motor vehicle insurance claim settlement, an insurance undertaking
should ensure the functioning of a compliance function. Compliance monitoring should take
into account the case law of the Supreme Court, settled case law of common courts, guidelines,
recommendations and positions of the supervisory authority, as well as procedures and
standards of conduct adopted by an insurance undertaking. That function should cover in
particular:
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- assessment of the possible impact of any changes in the legal environment on the area of
motor vehicle insurance claim settlement,

—  specification and assessment of risk related to non-compliance with law in the area of
motor vehicle insurance claim settlement,

—  assessment of adequacy of the measures taken to prevent non-compliance with law,

—  advising the Management Board, persons appointed by the Management Board to be
responsible for the area of motor vehicle insurance claim settlement and the Supervisory
Board in that regard.

5.4. If it is justified by the scale of its business activity and the size and profile of risk
related to that activity, an insurance undertaking should ensure the performance of internal
audits of the motor vehicle insurance claim settlement process by persons specialising in that
area.

5.5. Internal audit of an insurance undertaking should regularly assess at least the
adequacy and effectiveness of the internal control system in the area of motor vehicle insurance
claim settlement.

5.6. Persons conducting the internal audit should act independently and objectively.
Objectivity or independence are limited in particular when those persons audit the activities in
the area of motor vehicle insurance claim settlement for which they were responsible in the year
preceding the audit.

5.7. If due to the possibility of performing an advisory service by persons conducting the
internal audit their objectivity or independence may be limited, information about such
limitation should be disclosed and appropriately reported by those persons, in accordance with
the rules specified in appropriate procedures.

5.8. The area of motor vehicle insurance claim settlement should be a fixed element of
internal audit plans, developed in particular based on documented methodology of risk
assessment in that area. When developing internal audit plans regarding motor vehicle
insurance claim settlement, an insurance undertaking should take into account in particula