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Abstract. This article examines the role of treasury in the liquidity management system of
insurance companies against the backdrop of tightening regulatory requirerments and the
digital transformation of the financial sector. It analyses international and national
approaches to ensuring insurers’ solvency, managing financial flows and legal compliance.
An integrated legal and financial model of treasury management is proposed, combining
mechanisms for liquidity control, corporate governance, risk management and regulatory
compliance. Directions for enhancing the financial stability of insurance companies are
identified.

Introduction. Against a backdrop of tightening regulatory requirements,
growing insurance liabilities, increased volatility in financial markets and the digital
transformation of the financial sector, the effective management of an insurer's
financial resources is of particular importance. The ability of insurance companies
to meet their contractual obligations, maintain an adequate level of solvency and
comply with regulatory requirements depends on the timeliness and quality of
management decisions regarding liquidity.

International practice indicates a gradual shift from traditional approaches to
financial management towards comprehensive models based on risk-based
regulation, corporate governance and integrated control of financial flows. In this
context, the treasury ceases to perform solely operational functions of cash
management and becomes a key element of the insurance company’s strategic
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management system. It is through treasury mechanisms that liquidity planning,
asset management, solvency control, compliance with regulatory requirements
and the maintenance of the insurer’s financial security are ensured.

At the same time, with the development of digital technologies, the
automation of financial processes and the tightening of compliance requirements,
the importance of the legal aspects of liquidity management is growing,
particularly compliance with regulatory requirements, internal policies, corporate
governance procedures and the accountability of officers for financial decisions
taken. In this regard, it is essential to develop a comprehensive approach to the
organisation of treasury liquidity management in insurance companies, which
would combine financial instruments for ensuring solvency with mechanisms for
legal compliance, corporate control and regulatory supervision.

The aim of the study is to develop an integrated legal and financial model for
the treasury management of insurance companies’ liquidity, aimed at ensuring
solvency, compliance with regulatory requirements, improving the efficiency of
financial flow management, and strengthening the financial stability of insurers in
the context of the digital transformation of the financial sector.

Research objectives: to analyse current international and national approaches
to liquidity management in insurance companies;, to examine the legal and
regulatory requirements for ensuring insurers’ solvency; to define the role of the
treasury within an insurance company's corporate governance system; to
substantiate the interrelationship between treasury management, legal
compliance and the insurer’s financial stability; to develop an integrated model of
treasury liquidity management for insurance companies, taking into account
financial, legal and regulatory factors.

Literature review.

In international practice, the issue of financial stability of insurance companies
is most comprehensively addressed in the Solvency Il documents, IAIS standards
and IFRS 17 requirements [5-7]. An important element of the modern system for
managing insurers' solvency is the Own Risk and Solvency Assessment (ORSA)
procedure, which involves a comprehensive assessment of risks and capital
adequacy in the long term and is one of the basic tools of risk-based management
in accordance with the principles of Solvency II.

In Ukraine, the development of risk-based regulation of the insurance market
is linked to the adoption of the new Law of Ukraine ‘On Insurance’ and the
regulatory acts of the National Bank of Ukraine concerning solvency, risk
management systems and corporate governance of insurers [1-4].

In the works of the OECD, COSO and EIOPA [8, 9, 16], significant attention is
paid to corporate governance, internal control systems and risk management.
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Specific aspects of internal control, financial soundness and risk management in
non-bank financial institutions were examined in Dryha's work [17]. The author
substantiated the need to integrate control procedures into the financial
management system and to ensure the soundness of financial institutions.

Cummins and Weiss [13] made a significant contribution to research on the
financial stability of insurers, demonstrating the interconnection between financial
sector risks and the stability of the insurance market. The works of Eckles, Hoyt and
Miller [15] are devoted to issues of reinsurance, risk management and ensuring the
financial security of insurers.

Recent studies by Deloitte, KPMG, and PwC [10-12] indicate the growing role
of digital technologies in treasury management and, at the same time, the legal
risks associated with data protection, automated decision-making, and the liability
of officials for their consequences.

An analysis of the literature suggests that most academic studies treat
liquidity management, solvency, risk management or corporate governance as
separate areas of an insurance company’s operations [5, 8, 9, 13, 15].

Thus, the research gap lies in the absence of an integrated legal-financial
concept of treasury liquidity management for insurance companies, which would
combine financial mechanisms for managing assets and liabilities with legal
instruments of compliance, corporate control and regulatory responsibility. It is the
elimination of this gap that constitutes the scientific novelty of this study.

Materials and methods. The research materials comprised regulatory acts of
the NBU, international insurance regulation standards, academic publications and
analytical materials on the management of liquidity and solvency of insurance
companies. To achieve the set objective, a range of general scientific and
specialised research methods was employed. The method of analysis and synthesis
was applied to generalise international and national approaches to the
management of insurance companies’ liquidity [1-16]. The comparative legal
method was used to examine the regulatory requirements of Solvency Il, IAIS, IFRS
17 and Ukrainian legislation [1-7]. A systematic approach enabled the identification
of the treasury's role within the insurer's corporate governance structure. The
modelling method was used to develop an integrated legal and financial model of
treasury liquidity management, whi, the logical method was used to substantiate
the interrelationships between the financial, legal and regulatory components of
ensuring the solvency of insurance companies.

Research results. To determine the regulatory framework for the functioning
of an insurer's treasury liquidity management system, key international and
national regulatory acts setting out requirements for solvency, risk management,
asset management and corporate governance of insurance companies have been
summarised (Table 1).
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Table 7
Regulatory framework for an insurer’s treasury management

‘ Document H Scope of regulation ‘
‘Law of Ukraine ‘On Insurance’ No. 1909-IX HGeneraI requirements for the activities of insurers ‘
‘NBU No. 201 HSoIvency and risk management ‘
‘NBU No. 203 HFormation of technical provisions ‘
‘NBU No. 1M HEIigibIe assets for covering reserves ‘
‘NBU No. 157 Hlnsurer’s Mmanagement system ‘
‘Solvency [l HRisk—based regulation ‘
‘IAIS ICP Hlnternational supervisory standards ‘
‘IFRS 17 HAccounting for insurance contracts ‘

Source:compiled by the authors based on the Law of Ukraine ‘On Insurance, regulatory acts
of the NBU, Solvency I, IAIS ICP and IFRS 17,

The data presented in Table 1 indicate that modern treasury management in
insurance companies is governed by both financial and legal regulatory
mechanisms. Key requirements include capital adequacy, the quality of assets
backing insurance reserves, risk management, and corporate governance.

An analysis of Solvency lI, IAIS, IFRS 17, and the regulations of the National
Bank of Ukraine confirms that an insurer's solvency is no longer exclusively a
financial function and depends on corporate governance, internal control, and
compliance with regulatory requirements. Unlike the traditional approach, the
modern treasury model actively participates in asset management, solvency
monitoring, risk management, and regulatory compliance.

Unlike existing approaches, the proposed model integrates liquidity
management, control of reserve-covering assets, regulatory compliance, digital
financial monitoring, and risk management into a single solvency assurance
system. Treasury functions do not replace risk management, regulatory
compliance, or internal audit, but ensure coordination between financial flows and
control functions.

A distinctive feature of the model is digital financial monitoring, which is
implemented as a separate functional element that ensures continuous liquidity
control and early detection of solvency risks. The model also links reserve asset
management with regulatory compliance control.

The model consists of six interconnected blocks: liquidity management,
management of assets covering reserves, solvency monitoring, risk management,
regulatory compliance, and digital financial monitoring. Their interaction facilitates
the timely identification of risks and the informed adoption of management
decisions.
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The study found that an insurer's liquidity depends on aligning the asset
structure with future insurance liabilities. A risk-based approach to asset
management is proposed, taking into account liquidity, reliability, diversification,
and compliance with regulatory requirements. This helps reduce the risk of
insufficient liquid resources for insurance payments.

An important component of the model is asset and liability management
(ALM), which aligns assets and liabilities by maturity, currency, and risk level. ALM
enhances resilience to market fluctuations, maintains liquidity, and ensures timely
settlement of insurance claims. Thus, the proposed integrated financial and legal
model for liquidity management contributes to strengthening financial stability,
solvency, and insurers’ compliance with regulatory requirements. Its practical
application improves liquidity management, strengthens corporate governance,
and reduces financial and legal risks. Based on the conducted research, the authors
developed an integrated financial and legal model of liquidity management for
insurance companies, which combines financial, regulatory, and legal mechanisms
to ensure the insurer’s solvency (Fig. 1).

INTEGRATED FINANCIAL AND LEGAL MODEL
OF TREASURY LIQUIDITY MANAGEMENT FOR INSURANCE COMPANIES
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Fig. 1. Integrated financial and legal model of treasury liquidity management
for insurance companies
Source: developed by the authors based on the requirements of Solvency Il, IAIS ICP, IFRS
17 and the regulatory acts of the National Bank of Ukraine.
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As shown in Fig. 1, the proposed integrated financial and legal model creates
the conditions for the timely identification of solvency risks and the making of
informed management decisions.

Particular attention is paid to the legal aspects of treasury operations and
compliance with the National Bank of Ukraine's requirements regarding eligible
assets, diversification, liquidity, credit quality, and risk concentration, as well as
adherence to financial standards, internal policies, corporate governance
procedures, and regulatory requirements. Therefore, compliance mechanisms
must be integrated at all stages of treasury decision-making.

Table 2 has been compiled to detail the functional content of each element of
the integrated model and to define their role in ensuring the insurer’s financial
stability.

Table 2
Functional blocks of the integrated financial and legal model of treasury
management
Block Main function Key performance indicator

Liquidity management Cash flow forecasting and |[Timely payment of insurance

balancing claims
Asset and reserve Monitoring of assets Compliance with NBU regulations
management covering reserves on eligible assets

Monitoring of solvency Monitoring of capital and |[Maintaining the regulatory

reserve ratios solvency ratio
. Identification and Reducing the likelihood of financial
Risk management .
assessment of risks losses

Monitoring regulatory

Compliance .
compliance

No regulatory breaches

Automated monitoring of ||[Reduced time taken to make

Digital monitorin L .
9 9 indicators management decisions

Source: author’s own work.

The data in Table 2 show that each functional block of the model performs a
separate management function, but the maximum effect is achieved precisely
through their integrated interaction.

To assess the advantages of the proposed approach compared to traditional
liquidity management models, a comparative analysis was conducted, the results
of which are presented in Table 3.
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Table 3
Comparison of traditional and integrated approaches
Criterion Traditional approach Integrated model
Liquidity Separate financial

. Part of a single management system
management function

. ALM and control of assets covering
Asset management ||Operational control

reserves
|So|vency HPeriodic control HContinuous monitoring ‘
|Risk management HStandalone process Hlntegrated into the treasury system |
|Comp|iance HSubsequent control HControI at the decision-making stage |

Source: compiled by the authors based on the research findings.

As shown in Table 3, the key advantage of the proposed model is the transition
from fragmented management of individual functions to a comprehensive system
for ensuring the liquidity and solvency of an insurance company.

Conclusions. The study found that, in the current operating environment for
insurance companies, ensuring liquidity and solvency requires a comprehensive
combination of financial, legal and regulatory management mechanisms. It has
been determined that the treasury ceases to perform an exclusively operational
function of cash flow management and transforms into one of the key elements of
the insurer's corporate governance system, responsible for coordinating financial
resources, maintaining liquidity, monitoring solvency and ensuring compliance
with regulatory requirements.

An analysis of the international standards Solvency II, IAIS, IFRS 17 and
Ukrainian national legislation has established that the effectiveness of liquidity
management directly depends on the level of integration of asset management,
risk management, compliance and corporate control processes. The necessity of
considering the treasury as a system-forming element of an insurance company's
financial stability is substantiated.

The main outcome of the study is the development of an integrated financial
and legal model for the treasury management of insurance companies’ liquidity,
which combines six functional modules: liquidity management, asset and reserve
management, solvency monitoring, risk management, legal compliance and
corporate governance, as well as digital financial monitoring and analytics. The
proposed model provides a comprehensive approach to management decision-
making and enhances the effectiveness of monitoring an insurer’'s financial
stability.
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The scientific novelty of the research lies in the development of an integrated
financial and legal model for the treasury management of insurance companies’
liquidity, which for the first time combines the mechanisms of Asset-Liability
Management (ALM), control of assets covering insurance reserves, legal
compliance, digital financial monitoring and corporate governance within a single
system for ensuring the insurer’s solvency and financial stability.

The practical significance of the results lies in the possibility of insurance
companies using the proposed model to improve liquidity management processes,
enhance the efficiency of asset utilisation, ensure compliance with regulatory
requirements, minimise financial and legal risks, and develop digital tools for
financial control and monitoring.

The proposed model can be used by insurance companies when formulating
liguidity management policies, managing assets covering insurance reserves,
conducting ORSA, organising the activities of treasury departments, and building
digital systems for monitoring solvency and financial stability.
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