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ABOUT OF INSPECTION OF INSURANCE 
COMPANIES’ FINANCIAL REPORTINGS BY 
AUDIT ORGANIZATIONS
Abduraimova Maftunaxon Akhmatovna
TSUE, Associate Professor of the Department of “Audit”, PhD
ORCID: 0000-0002-6325-1400

Abstract: This article explores the theoretical and practical aspects of auditing financial statements of insurance companies. 
Special attention is given to the requirements and regulatory standards governing the audit process, the stages of 
conducting audits, and the methods applied to ensure reliability and transparency of financial reporting. The study also 
outlines the role of internal control systems in strengthening audit quality, as well as the significance of insurance reserves 
in maintaining financial stability. Furthermore, the article analyzes the procedure for preparing and formalizing audit 
conclusions and reports, emphasizing their importance for stakeholders, regulatory authorities, and market participants.

Key words: insurance organization, insurance premium, financial report, auditing control, internal control system, audit 
instruction, auditor conclusion, auditor report, insurance reserve, auditor evidence.

I N T R O D U C T I O N
The economy of the Republic of Uzbekistan, which is faster and increasing the competitiveness of the 

market of insurance services that are need for a new economic relations and their further strengthening of the 
legal framework of the insurance market and improving their methodology.

In particular, the President of the Republic of Uzbekistan Sh.M. Mirziyoyev emphasized: “Expansion of the 
volume of insurance, leasing and other financial services through their introduction and improvement of their 
quality, as well as attraction of capital and enterprises, financial institutions and the development of the stock 
market as an alternative source for the free resources of the population”.[1]

The activities of insurance companies depends on the insurance fund that was created by the insured 
people. It means that Insurance companies have to control their liability for their insured clients, company’s 
financial profitability and liquidity.  Insurance companies have social impacts on economy.

As we know, according to the latest legislation, Insurance companies are the institutions with high social 
importance. So, the controlling the accounting of each insurance companies is of high importance. The 
requirements of how to do annual inspections on insurance companies are determined by the law.Auditing 
of insurance companies is a kind inspection that gives the summary of how veracious the accounting of that 
company is.

T H E  A N A LY S I S  O F  T H E  L I T E R A T U R E  O N  T H E  T H E M E
Priority directions of accounting and audit of insurance companies in our country are studied by a number 

of foreign and local scientists.
Problems regulating the financial stability and solvency of insurance organizations Jelyazo A.M, 

Kormanovskaya M.Yu., discussed in the specialist’s opinion.[2]
According to R. Rabadanov, the market of insurance services is one of the essential elements of the 

market infrastructure, which is closely linked to the consumer market, the capital market and the securities 
market, the labor market and the labor market. [3]

The fundamental principle of insurance is Fedorov T.A. “The inverse” of a financial cycle inherent in the 
insurance is the obligation to cover the insurer as a result of the commencement of service provision and the 
insurance organization having the right to receive insurance premium for its services. That is, payment for 
insurance services comes preceding the fact of providing insurance coverage and is carried out irrespective of 
the existence or absence of insurance claims. [4]

Thus, the order of carrying out an audit of insurance companies is urgent nowadays and requires further 
research on this issue.
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ANALYSIS AND RESULTS
Audit is aimed at the checking the correspondence of insurance company’s completed operational and 

financial activities to normal documents.
Additionally, the report of auditor is formal according to financial report reliability and including the conclusion 

of audit company they are considered to be suited for uses of company’s reports. 
Financial report is regulated according to rules and orders of audit. Auditor conducts audit according to 

legislation documents.

Picture 1. The norms of how to do an audit inspection on Insurance companies1

Audit requirements can be in one set and consists of following stages:
1)preparation of audit;
2)Doing an audit ( Collecting and refining the given information);
3)Conclusion part.
Planning the audit consists of following stages:
-Introduce with the customer;
-Making contract with the customer;
-Evaluating the importance of the following audit ;
-Evaluating the accounting system and inner control of the customer-company;
-Calculating the audit risks;
- Making the overall planning and auditing scheme.
The summary of audit about the veracity of company’s reportings must depend on the collected facts. If the 

auditor cannot find enough data, they must rely on №500 – auditing standart.
         While keeping auditor’s checking process, auditors should learn an amount of information that gives 

to conclude. It should assess internal control adequately and this is assigned as an audit threat of an insurance 
company. The better the inner auditing system, the less proves will be needed. 

Auditing can be done selectively or entirely.In practice, the selected way of inspecting is often used. 
What’s more, auditor checks operations of insurance company according to laws of government and legally 

of its profits during analysis.
Audit statement is given in the documents of auditing organization. Audit statement does not consist of 

other documents and they should not be contained. In accordance with the international insurance standarts 
№700 , statement comprises introduction, analysis and conclusions.

An audit of the annual financial statements of an insurance company for the compliance of an insurer with 
the requirements of the financial stability and solvency requirements established by the legislation and the 
efficiency of the organization of the internal control of the insurer should be included.

The auditor must be formulated in accordance with the rules of accounting standarts of the insurance 
companies and the results of its financial activity. The date of signing the auditor’s report can not be closer 
to the date when the audit evidence is finalized ( usually the last day of the audit) and before the date of the 
financial statement signing.

Auditing can be signed by the manager of auditing organization or by the certified auditor. The date of 
signing the audit report must be suitable to the date when the audit evidence has been completed and cannot 
be before the date of the financial statement signing. The audit report and the shown protocols should be 
placed on a single, united sealed document and in which the total number of sheets and the authorized person 
are shown.

1	 Made by the author.
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Picture 2 . The characters of auditing the financial reports of insurance companies2

The aim of inspecting the legal basis of insurance companies is to check whether it is operating legally or 
not. In order to do this founding document, certificate and licenses of insurance companies should be checked.

The purpose of the audit of the charter capital of the insurance organization is to conclude that the validity 
of its data and its compliance with the standardization of accounting methods are met:

1)Auditing the founding basis;
- Inspecting the founding documents;
  -Certificates to do typical operations;
 - the checking of the authorized capital formation, to examine the source and property of its capital in the 

charter capital;
 - The analysis of the decisions made by the board of directors, officers and shareholders;
- Inspecting the registration of changes in founding documents;
 - Given documents that give the right to do insurance;
2) Examination of the authorized fund of an insurance organization:
- Control over the correctness of accounting of accounts with shareholders in the formulation of the 

autorized capital;
 -Auditing the filling of found by stages;
- Inspecting the shares of shareholders;
- To verify the valuation of material values in the statutory fund, real estate, and the correctness of the 

accounting records;
- Confirmation of the registration of stock exchange and change of accounting in the joint-stock company;
3)Inspecting account books with shareholders:
- Chechking the accounts with share holders;
 - Checking the accuracy and fullness of revenue accounts (taken from shareholders);
- inspecting the calculations of dividents;
- Examining the changes in shareholders contents. Information sources – copies of establishment 

documents, meeting protocols, registory documents, copies of license, an accounting, financial report, contracts 
about purchasing shares, patents, copyrights, commands, receieving acts and assessing methods.

Meanwhile, an auditor checks terms of compulsory insurance contracts whether they are appropriate to all 
requirements of an insurance legislation as well as these types of other insurance laws. Additionally, followings 
are checked according to liabilities of an insurance companies:

- the accuracy of forming liabilities;
- Characterizing the accuracy of dates of liabilities;
- checking the accounting and the method of liabilities accounting;

2	 Made by the author using Interner resources.
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-checking suspicious debts and making reserve funds for them;
- inspecting how liabilities are paid.
During the audit inspection, implementation of insurance operations on time that receivables and payables 

are available or not should be analyzed by counting and the payables of insurance company that have been 
appointed by authors must be shown in the part of long term and short term liabilities.

Picture 3. The audit of insurance premiums3

By auditing the insurance premiums, as a confession of accounting policy and income of insurance 
premium that is reflected on legality is checked. Insurance premium of Insurance Organizations’ accounting 
depends on the period of appearing rights of taking it. In that case, except for insuring the life, accounting 
order of selected reservesfor insurance at the starting date of contract is equaled to starting date of insurance. 
According to this condition, by paying off insurance premium, right usage of insuranse coverages appears after 
making a contract.

While inspecting insurance premiums, the sum of premium in the contract is compared with accounting 
notes. So are the flows of premiums.

The investigation of reality of forming reserves of insurance companies. It plays a major role in two ways. 
First one is confirming the amount of money to cover the payables to the ensured while the second is preventing 
EBIT from excessive or defined amount. What’s more, while accounting insurance reserves, there must be 
pattern of chosen methods. Auditor checks the insurance company whether they break or not. The rule of 
accounting insurance reserves is shown. 

In addition to the life insurance of insurer , the auditor examines the correctness of insurance payments 
in the accounting period for the purpose of checking the accuracy of the formation and the use of insurance 
reserves by other types of the insurance. This procedure is carried on the basis of available information. The 
auditor evaluates the accuracy, completeness and timely execution of insurance indemnificaton on accounting 
documents. The auditor examines the activities of the insurance organization related to the claim and in 
accordance with the current civil law, legalty binding obligation of the creditor to the insurer taking into account 
the transfer of the right of the creditor to the debtor.

To identify plan behavior separately from concurrent demand-side adverse selection, I implement a double-
blind audit study in which plans are contacted by fictitious applicants from different locations. I find that plans 
are less likely to respond and follow-up with applicants from higher-cost regions, such as West Germany. 
The results suggest that supply-side selection may emerge even in heavily regulated insurance markets. The 
prospect of risk selection by firms has implications for studies of demand-side selection and regulatory policy 
in these settings. [5]

The auditor analizes the circumstances of the insurer’s claim in the process of checking the claims for the 
followings:

 -Accuracy of documents;
- Perfectness of the calculation of regressive summa;
- The period of returning the funds from defenders;
 - Tables of regression income and accurance of reflection in liability statement according to them.

3	 Made by the author
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Picture 4. The stages of auditing the insurance reserves4

Purpose of insurance coverage audit is organizing audit reports about reliability of accounting statements, 
also taking into accountof current laws which is connected to insurance payments. Purposes of insurance 
coverage audit are legality of these coverage, clearness and fulfilling these on time.

Directors’ and officers’ (D&O) legal liability insurance is commonly provided to corporate executives and 
directors. Prior literature suggests managers are more willing to engage in opportunistic behaviors when their 
personal assets are more protected from litigation risk. Therefore, information about D&O policy details is 
potentially useful in assessing potential managerial opportunism. However, many countries, including the U.S., 
do not require firms to disclose this information. We provide evidence on whether mandatory D&O disclosures 
are likely to provide information about managerial opportunism that is incremental to that provided by other 
sources of information using a sample of Canadian firms, who are required to make D&O disclosures. We 
examine the association between excess D&O coverage limits and audit fees since auditors have extensive 
private information about the likelihood of managerial opportunism and strong incentives to incorporate this 
information into their audit fees. Our findings suggest that D&O insurance disclosures convey incremental 
information to shareholders and other capital market participants. As such, they suggest a beneficial role for 
mandatory D&O disclosures.[6]

Accounting of insurance payments which is done in audit time controlled as follows first comparing payment 
which is paid for insurance operations to their planed amount. Then must check up frustration of laws.

Inspecting the financia coefficients of insurances can be done on these spheres:
- inspection of revenues;
-inspection of expenses;
-inspection of EBIT( earnings before interest taxes);
- defining net profit.
      Auditing the financial reports of insurance companies is done in the following stages:
Right classification of income and expenditure, law appropriation of income and expenditure;
Entering amount of money fully into composition of income, on time and correctly;
the validity of expenses;
the accuracy of revenues from investments
the validity of expenses on investments;
defining the net profit of the accounting period;
the accuracy of the dates about profits and losses;
the accuracy of the information on reports about profits and losses;
the balance of actives and passives.
The aim of the auditing the insurance companies’ revenues is to make a summary of its accuracy. 

Picture 5 . The sources of auditing proof about financial reports of insurance companies5

4	 www.znay.ru
5	 International auditing standarts№500
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This level of checking incomes involves checking legality of adding Insurance organization incomes and 
reflecting following directions of accounting about incomes. During the audit, documental evidence of incomes 
and legality of admitting incomes and observing the law should be checked.

Picture 6 . The inspection of insurance companies’ financial activities6

Diversification of revenues and expenses in checking reality of forming financial report of the insurance 
companies, doing main principals of accounting in planning financial report will be checked. Indicators which are 
used for confirming revenue, considering expenses and evaluating seriousness degree of auditor will check the 
reality of accounting. Auditor uses profit, assets, insurance premium, insurance payments, insurance reserves, 
the sum of balance and equity for evaluating the degree of seriousness in Insurance company. Besides that, 
auditor analyzes the impact of profit, assets, insurance premiums, insurance payments, insurance reserves, 
the sum of balance, equity on confidence of financial report which was in inspection of audit, evaluates and 
reflects checking results in documents.

The purpose of auditing the process of making financial report is to check the requirements according to 
the documents for evaluating accuracy of financial report of Audit organizations.

Auditing ther financial reports starts with forming methodology and making all coefficients of financial 
statements according to requirements of documents.

Picture 7. Data sources of auditing the financial reports7

In order to verify whether audit checking is compatible to the current regulations, financial and business 
activity of audit organizations should be identified whether it is suitable to the current legislation. To give 
professional inferences on the based of audit checkin, auditors should examine those followings:

Accuracy of all types of financial reports and their coefficients;
Dependency of coefficients in reportings;
Veracitiy of coefficients in reportings;
Accuracy of consolidated financial reportings;
Announcing the reporting of coefficients for that accounting period.

6	 Made by the author
7	 710-ISA
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C O N C L U S I O N  A N D  R E C O M M E N D A T I O N
The audit objective of financial reporting of insurance organizations is giving conclusions and exposition to 

the reliability of reports:
Analysis of statistical and research materials of the insurance market of Uzbekistan as well as the results of 

comparison of the country’s insurance market with the developed countries of the market shows that, in terms 
of organizational and legal point of view, insurance in Uzbekistan is at the stage of development.

The features of insurance activity reflect the features of bookkeeping, financial accounting and features of 
organization of business processes in insurance organization.

 An attitude of an insurance organization to audit often has a massive legal nature; an auditor, engaged in 
mandatory audit of the insurance organization, is essentially a publicity, and audit is public oversight.

In order to implement an effective way of checking process and achieve results, following suggestions can 
be instituted.

The effect of the nature of the insurance activity in the system of accounting and financial reporting of 
insurance organizations,which allows to disclose the logical sequence and content of the audit procedures in 
accordance with the characteristics of the financial reporting form of insurance organizations.

An analysis of initial information analysis,an understanding of the nature of an insurance undertaking,an 
assessment of its significant risks,and an assessment of control system include the control system.

It is necessary to elaborate and introduce analytical actions on the analysis of prizes,payments and reserves,loss 
ratio and key instruments based on the analysis of the relationships between insurance premiums,fees and 
resources.

An auditor register reporting forms, inventory information and other documents as instructe as instructed 
while checking reports. Checking inventory of actives is performed through comparing this information with 
balnce sheet information. It would be better checking whether account report`s information is compatible with 
rest information of account report.

In general, the results of auditing insurance companies and their summaries depend on the accuracy of 
the given data by the inspected company. The summary of how to develop an insurance company depends on 
how accurate the data it gives.
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