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The “Solvency and Financial Condition Report“ hereby submitted is a report 
stipulated under supervisory law pursuant to §§ 40 et seq. of the German Insurance 
Supervision Act (VAG) in conjunction with articles 290 et seq. of the Delegated 
Regulation (EU) 2015/35 of the Commission dated  October 10, 2014. The company‘s 
Board of Management does not pursue any other goals beyond that of complying 
with the requirements under supervisory law. 

Cautionary note regarding forward-looking statements
In so far as forecasts or expectations are expressed in this document or where our 
statements concern the future, these forecasts, expectations or statements may 
involve known or unknown risks and uncertainties. Actual results and developments 
may therefore differ considerably from the expectations and assumptions made. In 
addition to other reasons not listed here, differences may occur as a result of changes 
in the general economic environment or the competitive situation, especially in 
Allianz core business areas and markets, or of acquisitions and the subsequent 
integration of companies or of restructuring measures. Differences may also occur as 
a result of the extent or frequency of insured events (e.g. as a result of natural 
catastrophes), the development of damage costs, lapse rates, mortality and illness 
rates or tendencies and the default rate of borrowers and other debtors, particularly 
in the capital investment sector. The development of financial markets (e.g. market 
fluctuations or loan defaults) and the exchange rate, as well as the exchange rate and 
changes in national and international legislation, in particular with regard to tax 
regulations, can also have a corresponding impact. Many of these factors may be 
more likely to occur, or more pronounced, as a result of terrorist activities and their 
consequences. The company is under no obligation to update forward-looking 
statements. 

Figures shown
The figures shown in the report have been rounded in line with commercial 
principles. The rounding may, in individual cases, lead to values in this report not 
adding up to the exact sum shown, and to percentages not being a precise result 
based on the values shown.
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Chapter A of the report, „Business Activities and 
Performance“, contains detailed data on the position 
of AGCS SE within the Allianz Group‘s legal structure 
and a description of the company‘s main business 
segments. It also provides qualitative and quantitative 
information about underwriting performance during 
the reporting period, both at the aggregate level and 
broken down into the main business segments. 
Finally, the first section provides information on 
investment results, both overall and broken down into 
asset classes, as well as on their composition. In 2017, 
AGCS SE reported a net underwriting profit of �38 
273 thou and investment income of �198 571 thou.

Chapter B provides a description of corporate 
governance system of AGCS SE. This includes 
information on the organizational structure and 
workflows, in particular on the design and integration 
of so-called key functions into the new supervisory 
system. Additional elements of reporting include 
requirements for the professional qualifications and 
personal propriety of management („Fit and Proper 
Requirements“), as well as information on the risk 
management system and the internal control system. 
Considering the nature, scope and complexity of the 
risks inherent in the business activities of AGCS SE, 
the Board of Management of AGCS SE has judged the 
company’s governance system to be adequate.

Chapter C deals with the company‘s risk profile. 
Information is provided regarding business risks, 
which are broken down into the following risk 
categories: underwriting risk, market risk, credit risk, 
liquidity risk, operational risk and other major risks. 
Along with a description of these risks, the chapter 
contains an assessment of their materiality and a 
discussion of risk concentrations and risk-mitigation 
techniques. The risk profile of AGCS SE is essentially 
dominated by underwriting risks and market risks.

Chapter D of the report focuses on the valuation 
principles used to prepare the Solvency Overview in 
accordance with supervisory law, including an 
analysis of the differences in value from financial 
reporting in accordance with commercial law. For the 
valuation of assets, technical provisions and other 
obligations, the rules for the economic assessment 
under Solvency II were implemented. At December 
31, 2017, the assets according to supervisory law 
amounted to a total of �16 081 782 thou and the 
technical provisions to �9 265 582 thou.

Chapter E (Capital Management) presents a 
reconciliation of shareholders’ equity under 
commercial law with regulatory capital („own funds“) 
and the amount of own funds eligible to meet the 
regulatory Solvency Capital Requirement.

AGCS SE uses an internal model for determining the 
Solvency Capital Requirement instead of the standard 
formula. This model shows that at the end of the 
reporting year, AGCS SE had sufficient own funds (�2 
851 895 thou) to meet the capital requirements of �1 
635 935 thou. The corresponding solvency ratio was 
174 percent.

With its solid equity base and its comprehensive, 
transparent risk management processes, AGSC SE is 
well equipped to meet the requirements of the still 
young supervisory system

The present Solvency and Financial Condition Report 
shows the company’s sound economic situation.
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A.2 Underwriting Performance

Overall underwriting performance

In a persistently difficult market environment, 2017 
was marked by the strong impact of a number of 
natural catastrophes in North America on our 
underwriting result.

Despite slightly lower gross premiums written, the 
company was able to keep net premiums earned at 
the prior year level. Premium development was 
characterized by a persistently competitive market 
environment and the ensuing pressure on premium 
rates, which mainly affected the insurance lines 
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Actual

Underwriting performance
2017 

�K
2016 

�K

Gross premiums written 4 035 180 4 072 676

Net premiums earned 1 219 725 1 202 436

Other underwriting net income

Net claims expenses -683 778 -632 310

Changes in other technical reserves (net) -577 14 173

Net operating expenses (in the broader 
sense) 

-13 670 -1 805

incl. operating expenses (in the narrow 
sense)

-491 276 -450 990

incl. claims management expenses1 -393 521 -355 189

incl. investment management expenses2 -87 512 -86 189

Other underwriting expenses (net) -10 243 -9 612

Net underwriting performance (before 
equalization reserve)

-2 394 -4 797

38 273 136 319

Net claims ratio according to HGB3 63.2% 59.8%

Net cost ratio according to HGB3 33.6% 28.9%

Net combined ratio according to HGB 96.9% 88.7%

1. In accordance with the provisions of the Technical Implementation Standard for 
Regular Solvency II Reporting, Appendix II, S.05.01, claims management expenses 
are not recognized as claims expenses but, contrary to the commercial balance 
sheet according to RechVersV, attributed to net operating expenses (in the 
broader sense).

2. In accordance with RechVersV, these are not part of the underwriting perfor-
mance and therefore not included under Net underwriting performance in the 
table.

3. In accordance with RechVersV, claims management expenses must be attributed 
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Underwriting performance by insurance line

Gross premiums 
written

2017 
� thou

2016 
� thou

Direct business and accepted proportional reinsurance

Fire and other damage to property insurance 1 188 427 1 281 899

General liability insurance 1 302 674 1 245 688

Marine, aviation and transport insurance 747 866 905 186

Miscellaneous financial losses 317 547 275 424

Other insurance 44 906 48 967

Subtotal 1 3 601 420 3 757 164

Accepted non-proportional reinsurance 

Non-proportional property reinsurance 292 032 207 193

Non-proportional marine, aviation and transport insurance 75 705 46 673

Non-proportional liability reinsurance 66 023 61 646

Subtotal 2 433 760 315 512

Total 4 035 180 4 072 676

In the following section, the underwriting result of 
fiscal year 2017 is presented separately for each line 
of business according to Appendix II, S.05.01 of the 
Technical Implementing Standard for the SFCR. The 
basis are the net fiscal year figures, in particular the 
underwriting net result before changes in the 
equalization reserve and the reserves similar to the 
equalization reserve. For a description of the 
underwriting results after changes in the equalization 
reserve and the reserve similar to the equalization 
reserves we refer to our Annual Report (Development 
overview, pages 7-12).

Direct business and accepted proportional 
reinsurance

While Fire and other Damage to Property insurance 
was still our biggest line of business in terms of gross 
premiums written in 2016, it only took second place 
in the reporting year with �1 188 427 thou. Net 
premiums earned increased slight from �313 439 
thou to �348 924 thou in the reporting period. During 
the same period, net claims expenses increased from 
�136 821 thou to �203 174 thou. Taking into account 
net operating expenses of �166 377 (141 562) thou, 

the net underwriting profit decreased slightly to  �30 
705 (39 123) thou.

With �1 302 674 (1 245 688) thou,  General Liability 
Insurance generated the highest gross premiums 
written in the reporting year. Gross premiums earned 
in this insurance line amounted to �504 549 (499 
709) thou. At the same time, net claims expenses 
decreased to �292 752 (407 211) thou. The decline is 
due to the major claims situation, which was more 
favorable in the reporting year. After net operation 
expenses (in the broader sense) of �194 466 (189 
502) thou, a profit of �22 924 (loss of 87 642) thou 
was reported.

In Marine, Aviation and Transport Insurance, profit 
decreased to �43 468 (51 824 ) thou. Our continued 
selective underwriting policy and persistent 
competitive pressures in this are resulted in a decline 
of net premiums earned to �182 720  (242 772) thou. 
At the same time, net claims expenses decreased 
from �86 896 thou to �36 779 thou due to lower 
fiscal year claims expenses. Net operating expenses 
(in the broader sense) of �104 196 thou were below 
the prior year level of �108 749 thou.

1. In accordance with the provisions of the Technical Implementation Standard for Regular Solvency II Reporting, Appendix II, S.05.01, claims management expenses are not 
recognized as claims expenses but, contrary to the commercial balance sheet according to RechVersV, attributed to net operating expenses (in the broader sense).

2. In accordance with regulatory, operating expenses (in the broader sense) as of this SFCR also include investment management expenses. For this reason, the prior year 
figures are slightly different from those presented in the 2016 SFCR.

3. The total of the Net underwriting result cannot be derived from the entries in the Income Statement listed above, because non-essential positions are not listed and invest-
ment management expenses are, in accordance with RechVersV are not part of underwriting performance.
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Non-proportional Marine, Aviation and Transport 
insurance generated in the reporting year gross 
premiums earned in the amount of �6 389 (7 291) 
thou. The net underwriting profit of �4 471 (profit of 
11 033) thou was also lower than in the prior year. 
The decrease is attributable to higher claims 
expenses of �2 648 (38) thou as well as higher 
operating expenses. But due to high commission 
payments from reinsurers, income in the amount of 
�730 (income of 3 781) thou was reported.  

The third insurance line of non-proportional business 
accepted, Non-proportional Liability Reinsurance, was 
also able to report a profit in 2017, which increased 
slightly to �11 744 (10 723) thou from the prior year. 
On the one hand, this was due to slightly higher net 
premiums earned of �8 897 (8 207) thou, on the 
other hand to income from net operating expenses, 
which increase to �5 524 (income of 4 732) thou. 
Claims expenses amounted to �2 677 (2 217) thou.

Underwriting performance by country1

Gross premiums 
written

2017 
� thou

2016 
� thou

Germany 934 772 1 014 841

United States of America 692 938  577 002

United Kingdom 529 158  507 835

France 368 270  374 426

China 166 732  188 403

Italy 96 580  105 026

Total Top 6 2 788 450 2 767 533

Other countries 1 246 730 1 305 143

Total 4 035 180 4 072 676

1. The attribution of countries is made according to Technical Implementation Standard for Regular Solvency II Reporting, Appendix II, S.05.01. For items  that cannot be directly 
attributed (e.g. internal costs), appropriate allocation keys were used.

2. In accordance with the provisions of the Technical Implementation Standard for Regular Solvency II Reporting, Appendix II, S.05.01, claims management expenses are not 
recognized as claims expenses but, contrary to the commercial balance sheet according to RechVersV, attributed to net operating expenses.

3. In accordance with regulatory, operating expenses (in the broader sense) as of this SFCR also include investment management expenses. For this reason, the prior year 
figures are slightly different from those presented in the 2016 SFCR.

4. The total of the Net underwriting result cannot be derived from the entries in the Income Statement listed above, because non-essential positions are not listed.
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Gross premiums 
earned

Gross claims 
expenses3

Gross operating expenses 
in the broader sense3

Gross underwriting 
performance4

2017 
� thou

2016 
� thou

2017 
� thou

2016 
� thou

2017 
� thou

2016 
� thou

2017 
� thou

2016 
� thou

 947 685  995 484 - 964 007 - 645 359 - 196 179 - 257 966 - 215 775  88 416

 678 510  575 379 - 775 320 - 125 712 - 241 193 - 159 547 - 336 152  291 559

 490 210  505 639 - 502 821 - 231 345 - 137 158 - 118 650 - 149 078  172 501

 366 604  379 696 - 211 275 - 106 456 - 96 372 - 96 676  59 503  173 764

 169 749  181 854 - 88 936 - 71 665 - 59 139 - 62 776  22 116  47 417

 98 961  108 334 - 46 255 - 52 484 - 24 944 - 26 771  27 814  29 007

2 751 719 2 746 387 -2 588 613 -1 233 021 - 754 986 - 722 386 - 591 572  802 664

1 233 291 1 323 749 - 618 859 - 750 432 - 327 726 - 357 404  279 559  218 915

3 985 010 4 070 135 -3 207 473 -1 983 453 -1 082 712 -1 079 790 - 312 014 1 021 579
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subsidiary by �72 550 thou, in particular in the 
insurance lines Professional Liability insurance and 
Transport insurance. In addition, there was the 
transfer of a portfolio of �68 101 of a US cedant, 
which in 2016 had still been reported under Canada. 
The increase of gross claims expenses by �649 608 
thou to �775 320 (125 712) thou was caused by 
higher claims expenses from hurricanes Harvey, Irma 
and Maria as well as brush fires in California. Due to 
the expansion of the proportional reinsurance 
business with high commission ratios, an increase of 
claims settlement expenses by �20 819 thou, gross 
operating expenses (in the broader sense) also 
increased by �81 359 thou to �241 193 (159 834) 
thou. Altogether, the country of origin United States 
of America reported a gross underwriting loss of �336 
152 thou, while in the prior year a  profit of �291 559 
thou had been reported.

The increase of premiums written in the country of 
origin United Kingdom by �21 323 thou to �529 158  
(507 835) thou was essentially attributable to the 
higher premium volume in Miscellaneous Financial 
Loss. As for gross premiums earned, the increase was 
offset by the negative premium development in 
Transport insurance. Overall, gross premiums earned 
of �490 210  (505 639) thou were beneath the prior 
year level. Due to hurricanes Harvey, Irma and Maria, 
total gross claims expenses increased by �271 476 
thou to �502 821 (231 345) thou. At the same time, 
gross operating expenses (in the broader sense) 
increased by �18 508 thou to �137 158  (118 711) 
thou. Overall, a gross underwriting loos of  �149 078 
(profit of 172 501) thou was incurred.

In the country of origin France, gross premiums 
written decreased by �6 156 thou to �368 270 (374 
426) thou. Gross premiums earned also fell by �13 
092 thou to �366 604 (379 696) thou. The increase of 
gross claims expenses by �104 819 thou to �211 275 
(106 456) thou resulted primarily from the higher 
claims expenses due to hurricanes Harvey, Irma and 
Maria as well as various major losses, particularly in 
the insurance line Miscellaneous Financial Loss. The 
gross underwriting profit amounted to �59 503 thou, 
compared to a substantially higher profit of �173 764 
thou in the prior year.

In the following section, the underwriting 
performance is described on the basis of key figures, 
particularly the gross underwriting performance.

AGCS SE underwrites insurance and reinsurance in 
more than 180 countries. An explanation of the 
business developments in the various countries on 
the basis of HGB gross figures is the most meaningful, 
because the non-proportional reinsurance business 
can be attributed to the individual countries only by 
means of distribution keys. Here too, claims 
settlement and investment management expenses 
are – as in the descriptions of the business lines – 
attributed to net operating expenses (in the broader 
sense).

The core market of AGCS SE is Germany. In this 
country of origin, gross premiums written decreased 
by �80 069  thou from the prior year to �934 772  (1 
014 841) thou.  Therefore, gross premiums earned of 
�947 685 (995 484) thou fell below the prior year 
level by �47 799 thou. This was essentially due to 
lower premium income in Marine, Aviation and 
Transport insurance. Gross claims expenses of �964 
007 thou were significantly higher than the prior year 
figure of �645 359 thou. This was primarily 
attributable to run-off losses from prior year claims, 
particularly in Marine, Aviation and Transport 
insurance. Gross operating expenses (in the broader 
sense) decreased by �61 620 thou to �196 179 (257 
799) thou because on the one hand, it was possible to 
reduce claims settlement expenses after high 
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Premiums written in the country of origin China of 
�166 732 (188 403) thou were below the 2016 level, 
just as were gross premiums earned in the amount of 
�169 749 (181 854) thou. Gross claims expenses rose 
in the reporting year from �71 665 thou to �88 936 
thou. At the same time, operating expenses (in the 
broader sense) decreased from �62 729 thou to �59 
139 thou. The overall gross underwriting profit of �22 
116 thou was below the prior year profit of �47 417) 
thou.

Premiums written in the country of origin Italy of �96 
580 thou were below the prior year figure of �105 
026 thou. Accordingly, gross premiums earned of �98 
961 (108 334) thou were also lower than in 2016. 
Gross claims expenses decreased by �6 229 thou to 
�46 255 (52 484) thou. In line with lower premium 
income, operating expenses (in the broader sense) 
decreased from �26 771 thou to �24 944 thou. 
Overall, a gross underwriting profit of �27 814 thou 
was reported, following a prior year profit of �29 007 
thou.

In the other countries, premiums written decreased 
by �58 413 thou to �1 246 730 (1 305 143) thou. In 
line with this development, gross premiums earned 
decreased by �90 458 thou to �1 233 291 (1 323 749) 
thou. The main reason for the lower premium 
income is the fact that gross premiums written of �68 
207 thou for the portfolio of a US cedant, which in 
2016 was still reported under Canada, was now 
reported under the country of origin United States of 
America as stated above. Gross claims expenses of 
�618 859  (750 432) thou were lower than in the 
prior year. Following a decline of operating expenses 
(in the broader sense) by �34 295 thou to �327 726 
(362  021) thou, a gross underwriting profit of �279 
559 thou was reported, following a profit of �258 749 
thou in the prior year. 
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Since 2017, Collective Investment Undertakings 
include Special Funds, which in 2016 were reported 
under Holdings in affiliated enterprises, including 
participations. Current gains and profit realizations 
amounted to �105 491 thou while write-offs came to 
�10 260 thou. Current gains/expenses for investment 



19Allianz Global Corporate & Specialty SE
Solvency and Financial Condition Report 2017

Loss Write-up Write down
Investment 

performance

31/12/2017 
� thou

31/12/2016 
� thou

31/12/2017 
� thou

31/12/2016 
� thou

31/12/2017 
� thou

31/12/2016 
� thou

31/12/2017 
� thou

31/12/2016 
� thou

            482 -2 144 -4 416   68 447   452 722

         5    -1 637 -1 612   3 342   3 533

-13 898 -2 086    165   5 676 -39 267 -11 865   4 805   74 922

-4 191 -4 870    442   4 839 -26 533 -13 785   29 372   122 300

-448 -8    4    -4 301 -35 -17   3 103

   -35       -12      3 797    390

      -10 260   95 230

                        870

         -60             68

                  -6 405 -9 609

-18 538 -6 999    617   11 005 -84 154 -31 714   198 571   648 298

Securitized investments

A small part of the investment result comes from 
securitized investments, i.e. directly held 
collateralized securities. According to IFRS financial 
reporting rules, collateralized securities include asset 
backed securities (ABS) and mortgage backed 
securities (MBS). Mortgage bonds are not part of 
securitized investments because they are grouped 
together with the engagement in corporate bonds. In 
addition, there were no profits or losses that were 
directly recorded in equity (article 293 (3b) Solvency 
II CDR).

At December 31, 2017, the engagement in 
collateralized securities amounted to a total of �77 
772 (62 069) thou, including �0 (5 445) thou in 
untranched US-Agency MBS and �77 772 (56 624) 
thou in other MBS and ABS. 100 percent of the ABS 
portfolio has investment-grade ratings.

A.4 Development of other activities

In the reporting period, there were no other material 
gains and expenses and there were no material 
leasing agreements.

A.5 Any Other Information

All material information regarding the business and 
performance of AGCS SE has been addressed in the 
previous sections.
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B. System of Governance

B.1 General Information on the System 
of Governance

B.1.1. Steering principles of AGCS Global

B.1.1.1 Definitions

AGCS SE has management responsibility for AGCS 
Global (hereafter AGCS), which consists of AGCS SE 
and its subsidiaries. Taking into account the specifics 
of separate legal entities and the distinctiveness of 
local markets, the Board of Management of AGCS SE 
sets an adequate governance framework that 
balances and recognizes the interests of both AGCS 
as a whole and the individual legal entities and local 
markets it comprises.

AGCS is managed through a vertical management 
structure including management units at global, 
regional and local level. AGCS Global refers to AGCS in 
its entirety. Regional level refers to a region which 
comprises several countries. Local level refers to the 
level of a legal entity or a branch of a legal entity.

1. Steering of AGCS at the global level

a. The overall responsibility for global 
steering lies with the Board of 
Management of AGCS SE. In particular, 
this comprises the definition of the 
business strategy, including the risk and 
investment strategy and the 
organizational structure.

b. Global functions take responsibility for 
all specific subject-related matters of 
overarching relevance for all of AGCS. 
Some client-facing functions are 
managed at regional level by the 
regional CEOs.

c. The AGCS insurance business comprises 
different lines of business.

d. The regions and business units of AGCS 
SE are steered through an integrated 
management and control process.

i. The business strategy of AGCS SE is 
implemented through an institutionalized 
management dialogue process with the 
parent company, which leads to a three-

year business plan and ultimately to 
financial plans for AGCS SE. The three-year 
plan is the basis for performance steering 
and capital management of AGCS SE as 
well as for incentivizing employees and 
managers with variable compensation 
components. The business strategy is 
implemented via global, regional and local                                                                               
management.

ii. The development of the business units is 
monitored by means of a monthly analysis 
of key financial and operational 
performance indicators. In addition to the 
analysis of business developments, specific 
risk control processes have been 
implemented.

iii. Decisions concerning the development of 
new business segments are made in an 
institutionalized process. This process takes 
into account the development of key 
indicators such as the combined ratio and 
the return on risk capital (RoRc).

iv. Local regulatory solvency requirements, 
including requirements by rating agencies 
are material and binding. It is part of the 
responsibility of the respective global and/
or regional management levels of AGCS to 
ensure mandatory compliance with all 
external requirements.

2. Structure of the Board of Management of AGCS 
SE

AGCS SE uses a divisional structure for the Board of 
Management, which comprises divisions with 
functional responsibilities as well as divisions with 
business responsibilities. 

The Board members heading the functional divisions 
are responsible for group functions of global 
relevance for AGCS SE. These include the Chief 
Executive Officer, the Chief Finance Officer and the 
Chief Operating Officer.

The Board members heading the business divisions 
are responsible for managing the business segments 
of AGCS SE. These include the Chief Regions & 
Markets Officers, the Chief Underwriting Officers and 
the Chief Claims Officer.
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The assignment of responsibilities to individual Board 
members is supported by the process rules of the 
AGCS SE Board of Management including the 
distribution of divisional responsibilities and the 
schedule of business responsibilities. The structure 
and the internal attribution of responsibilities are 
regularly reviewed.

The process rules define the work of the Board of 
Management in detail. They define the 
responsibilities of the members of the Board, matters 
to be decided by the Board of Management as a 
whole and other business operation processes.

In general, the Board of Management meets on a 
monthly basis.

The agenda and the relevant documents are 
distributed no later than three days before a Board 
meeting. Each member of the Board may request a 
meeting; every member of the Board also has the 
right to put subjects on the agenda.

Decisions by the entire Board of Management shall be 
taken by a simple majority of the participating 
members, unless there are other mandatory 
requirements by law. In the event of a tie, the 
Chairman casts the deciding vote. If, in case of a 
problem of fundamental importance, a member of 
the Board believes that the decision taken by the 
majority is irreconcilable with his / her responsibility, 
this member of the Board has the right and the duty, 
after prior information of the Chairman of the Board, 
to report this issue to the Chairman of the Supervisory 
Board.

3. Management structure of legal entities

Local legal entities are steered by local management 
teams with the corresponding responsibilities and 
reporting lines to the Board of Management of AGCS 
SE

B.1.1.2 Board of Management and Supervisory 

Board

Good corporate governance is essential for 
sustainable business performance. The Board of 
Management and the Supervisory Board of AGCS SE 
therefore attach great importance to complying with 
the corresponding recommendations of the German 
Corporate Governance Code. AGCS SE, just like its 

parent company Allianz SE, acts in the sense of the 
current recommendation of this code.

As a Societas Europaea based in Germany, AGCS SE 
must meet the special requirements for a Societas 
Europaea as well as the regulations of the German 
Stock Corporation Act. A main feature of the company 
is therefore the two-tier management system with a 
Board of Management and a Supervisory Board.

The Board of Management reports regularly and 
comprehensively to the supervisory board about 
business developments, capital resources and 
earning situation, planning and achievement of 
objectives as well as the business strategy and risk 
exposure of the company.

Certain decisions by the Board of Management are 
– in accordance with legal requirements or the 
statutes of the company – subject to the approval of 
the Supervisory Board. Among others, this includes 
the approval of certain transactions, such as the 
conclusion of corporate contracts, the approval of the 
acquisition of companies, participations in companies 
and parts of companies to the extent that these are 
allocated to free assets at the time of acquisition, and 
if, in individual cases, a participation of at least 10% is 
acquired and the fair value or, if no fair value is 
available, the book value reaches or exceeds 15% of 
equity in the balance sheet of the most recent 
financial statement. Approval is also required for the 
divestment for participations held as free assets (with 
the exception of financial participations) in a group 
company, to the extent that this company leaves the 
scope of consolidation of group companies and if, in 
individual cases, a participation of at least 10% is 
divested and the market value or, if no market value is 
available, the book value reaches or exceeds 15% of 
equity in the balance sheet of the most recent 
financial statement.
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B.1.1.3 Principles and function of the 

Supervisory Board

The Supervisory Board comprises six members, which 
are appointed at the Annual General Meeting. Two of 
these members are appointed upon proposal by the 
employees and the General Meeting is bound to 
adopt these two proposals. The employee 
representatives come from the countries with the 
most employees. At present, the Supervisory Board 
includes one employee representative from Germany 
and one from the UK. The size and composition of the 
Supervisory Board are determined by the general 
Societas Europaea regulations (SE participation law), 
which have been implemented in the Statutes of the 
company.

The Supervisory Board oversees the management of 
the company by the Board of Management and 
advises it in leading the company. Among others, it 
examines the annual financial statements and deals 
with such subjects as the risk strategy, the risk 
situation and the main areas of activity of the internal 
audit and the compliance department.

The Supervisory Board is also responsible for:

 � Appointing and dismissing the members of the 
Board of Management, 

 � Determining the remuneration the members of 
the Board of Management 

 � Appointing the auditors.

The Supervisory Board regularly meets twice per 
calendar half-year. Additional meetings are possible if 
they are required for maintaining business operations 
The Supervisory Board takes all decisions by simple 
majority.

The Supervisory Board of AGCS SE has not formed any 
committees. Given its relatively small size, all relevant 
subjects and decisions are discussed and decided in 
plenary meetings. 

B.1.2. Operational and organizational set-up

B.1.2.1  Committees
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B.1.2.4  Three Lines of Defense Model

An elementary component of our control framework 
is the Three Lines of Defense model.

The separation of the different Lines of Defense is 
defined by the following activities.

a. The  First Line of Defense is maintained by 
the operating business units, for example 
through their daily activities, risk 
management, and internal controls. Its key 
activities include:

 � Operational management of risks by 
assuming or directly influencing the 
organization, evaluation and acceptance of 
these risks.

 � Design and implementation of methods, 
models, management reports or other 
controls to control risks and support expected 
profits.

 � Participation in business decisions.

b. The Second Line of Defense ensures 
independent surveillance and reviews the 
daily risk assumption and control by the 
First Line of Defense. Its key activities include:

 � Definition of an overarching control 
framework within which the operating 
business units can act.

 � Surveillance of compliance with the control 
framework, review of business decisions and 
similar activities.

 � Evaluation of the design and effectiveness of 
the control environment, including evaluation 
of control models and methods. Consulting 
on risk minimization strategies and control 
activities (including the provision of expert 
opinions) for the operating business units and 
top-level management.

The Second Line of Defense is characterized by the 
following features:

 � Independence of reporting, objectives, setting 
of objectives and responsibilities of the First 
Line of Defense.

 � Direct reporting line and unrestricted access 
to the Board member in charge (or to another 
adequate management team).

 � Veto right against business decisions on the 
basis of well-founded reasons in the 
coordination with the respective global 
functions within AGCS SE or Allianz SE.

 � The right to be involved in material business 
decisions and to be provided with all relevant 
information.

c. The Third Line of Defense provides 
independent control over the First and 
Second Lines of Defense. Its activities 
include in particular:

 � An independent evaluation of the 
effectiveness and efficiency of internal 
controls as well as the activities of the First 
Line of Defense and the Second Line of 
Defense.

 � Reporting to the Board member in charge.

The Third Line of Defense has the same rights as the 
Second Line of Defense, with the exception of the 
veto right against business decisions. 

B.1.2.5 Reciprocal oversight

To ensure an effective internal control system, all 
control functions are obliged to cooperate and to 
exchange necessary information and advice. Given 
that control activities may be exercised by staff in 
different organizational units, appropriate 
mechanism shall be in place between the control 
functions to allow fully informed and well founded 
decision making.

1. Where control activities of a second line of 
defense function are carried out by a first line of 
defense or another second line function, the 
assignment of responsibilities must be based on a 
clear and documented management decision.

2. Relationship between second line of defense 
functions and the Internal Audit function. These 
functions are separate without instructions rights 
or reporting lines from the one to the other 
(except for the Legal and Compliance functions, 
which can be organized as one department). The 
Actuarial, Legal, Compliance and Risk 
Management functions shall be included in the 
audit program and methodology of the Internal 
Audit function, including a periodic assessment of 
the adequacy and effectiveness of these 
functions. The Head of Internal Audit shall keep 
the Heads of Actuarial, Legal, Compliance and Risk 
Management informed of any audit findings 
related to their area of responsibilities. 
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3. The Actuarial, Legal, Compliance, Risk 
Management and Internal Audit functions shall 
jointly assess and ensure, at least once per year, 
that clear and consistent responsibilities and 
processes regarding the control framework are in 
place. These functions shall closely cooperate, 
maintain reciprocal oversight and be aware of 
concrete tasks and competencies of each sister 
function.

The responsibility of the Internal Audit function to 
independently assess the effectiveness and efficiency 
of the internal control system remains unaffected. 

B.1.2.6  Actuarial function

The Actuarial function carries out tasks based on 
regulatory and business requirements. 

It heads up the Loss Reserve Committee, which 
makes decisions about the amount of technical 
provisions, issues a recommendation to this body 
regarding the appropriate amount of such provisions 
and is itself represented and entitled to vote via the 
owner of the Actuarial function. 

The Actuarial function also expresses an opinion 
regarding the company‘s underwriting and 
acceptance policy and the appropriateness of the 
reinsurance structure.

The Actuarial function interfaces and works closely 
together with the Risk Management function. In 
particular, it is responsible for modeling all 
underwriting risks within the internal risk capital 
model.

B.1.2.7 Compliance function

The Compliance function comprises all departments 
which: 

 � Support and monitor compliance with applicable 
legal and administrative requirements in order to 
protect AGCS SE from compliance risks; this 
includes identifying, assessing and minimizing 
such risks.

 � Advise upper-level management and supervisory 
bodies on the legal and administrative 
requirements adopted pursuant to the Solvency II 
Directive and evaluating the potential impact of 
these changes on the legal environment for the 
operating business of AGCS SE.

In accordance with the AGCS SE compliance 
guideline, the Compliance function comprises the 
compliance department and other organizational 
units, which (among others) perform tasks of the 
Compliance function. 

These other organizational units are grouped as so-
called Governance functions and include actuarial, 
HR, accounting, risk management, other financial 
departments and market management.

The Governance functions thus include all 
departments with a clear responsibility for 
monitoring and assessing the respectively applicable 
legal or regular requirements, the implementation of 
processes and controls and for the introduction of 
required internal quality assurance measures.

The advisory activities to be performed by the 
Compliance function or the governance function 
under Solvency II include advising the Board of 
Management with respect to the observance of legal 
and administrative regulations as indicated in the 
Solvency II framework directive. In AGSC SE, the 
responsible member of the Board is advised by the 
head of the department, who – as part of the activities 
“primary application and control” or “identification, 
definition and planning” as well as, if applicable, 
compliance with legal and administrative regulations 
as indicated in the Solvency II framework directive – is 
responsible for the respective risk area. 

The Compliance function and the Governance 
function are carried out by the corresponding 
organizational entities, which define the controlled 
environment with respect to the assigned risk areas in 
a structured approach:

 � Providing advice

 � Risk control

 � Early warning

 � Monitoring and reporting

 � Providing compliance training and 
communication

 � Establishing and complying with compliance 
principles and processes. 
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are designed to incentivize performance without 
providing incentives that  might be incompatible with 
the company’s risk profile. The amount of the 
performance-related variable components results 
from both the evaluation of individual performance 
and of the corresponding business unit as well as the 
overall result of the company.

Remuneration of Supervisory Board members 

The remuneration of the members of the Supervisory 
Board of AGCS SE is approved in accordance with our 
Statutes and German Stock Law by the Annual 
Shareholders’ Assembly. The members of the 
Supervisory Board receive an annual fixed 
remuneration as well as a flat attendance fee.

Supervisory Board members that currently hold a 
Board mandate or a similar position in a company of 
the Allianz Group regularly waive their Supervisory 
Board remuneration in a written declaration to the 
Board of Management.

Remuneration of members of the Board of 
Management 

The remuneration of the Board of Management 
consists of performance-independent and 
performance-dependent components. Performance-
independent remuneration includes fixed 
compensation and fringe benefits (essentially a 
company car and insurance through certain group 
insurance contracts). The various components of the 
performance-dependent remuneration are described 
in a group-wide plan, the Allianz Sustained 
Performance Plan. The Allianz Sustained Performance 
Plan includes the three following components:

 � Annual bonus: a performance-related cash 
payment depending on the achievement of 
objectives in the respective fiscal year. 

 � A three-year (bonus mid term bonus): a 
performance -related cash payment that reflects 
the achievement of objectives over a three-year 
period .

 � Share-based remuneration: a performance-
related remuneration in the form of virtual shares, 
the so-called ‘restricted stock units’. The amount 
of shares granted is based on the achievement of 
annual objectives. Following expiry of the four-
year lock-up period, the participants of the Allianz 

Sustained Performance Plan receive the 
equivalent of one Allianz SE share for each 
restricted stock unit. In this manner, the 
participants participate in the long-term 
performance of Allianz Group over a four-year 
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Members of the Supervisory Board

The Supervisory Board as a body must collectively 
possess at any time the know-how and experience 
that are required for the conscientious and 
independent execution of its tasks, in particular the 
supervision and counseling  of the Board of 
Management.

Other key function holders

These must possess the knowledge required for their 
respective position and – to the extent that their 
concrete activity includes management tasks – have 
adequate management experience.

Procedure for the evaluation of the professional 
qualification and personal propriety  of persons who 
effectively run the company  or have other key 
functions

The required professional qualification and propriety 
are ensured by means of the following processes:

 � In the selection process, the candidates must 
submit various documents on the basis of which 
their qualification and propriety can be evaluated 
(e.g. curriculum vitae, certificate of good conduct, 
extract from the central craft and trade register, 
extract from the judicial record). In addition, at 
least two interviews must be conducted with 
potential Board members and key function 
holders – at least one of them with the 
participation of an HR professional. The employee 
representatives on the Supervisory Board are 
elected by the Annual General Meeting upon 
binding proposal by the employees. Following 
their election, they, too, must submit the 
documentation mentioned above.

 � The appointment of new members of the Board 
of Management and the Supervisory Board as well 
as key function holders must also be notified to 
the supervisory authority (Bundesanstalt für 
Finanzdienstleistungsaufsicht - BaFin). This 
obligation to notify applies to both the members 
of the Supervisory Board appointed by the 
General Meeting as well as the employee 
representatives on the Supervisory Board elected 
by the employees in accordance with legal 
regulations. On the basis of the documentation to 
be submitted, the supervisory authority 
determines whether the new mandate holders 
meet all supervisory law requirements with 
respect to their qualifications and propriety. In 

case of doubts about the qualification, the 
supervisory authority has the right to demand 
participation in professional training programs. In 
extreme cases, the authority can also demand the 
dismissal of persons that do not meet the fit and 
proper requirements. 

 � During the mandate / the employment 
relationship, the respect of the fit and proper 
requirements must be regularly tested. In 
addition to general measures for all employees 
(e.g. target-agreement meetings and regular 
talks with the supervisor), there are special 
procedures for the members of the Board of 
Management and the Supervisory Board. The 
Supervisory Board annually reviews the 
qualifications and propriety of the individual 
Board members as well as of the Board as a 
whole. For this purpose, the Board members 
submit relevant documentation (e.g. a 
declaration of fitness and propriety). In additions, 
the Supervisory Board performs an annual self-
evaluation with respect to its own fitness and 
propriety. Among others, this evaluation is based 
on the self-assessment  of the Supervisory Board 
members of their knowledge in the areas of 
investment, underwriting technique and 
accounting. On the basis of the results, a 
development plan for the Supervisory Board is 
established and adopted by the Supervisory 
Board. The self-assessments of the Supervisory 
Board members as well as the development plan 
adopted must be submitted to the BaFin 
supervisory authority.

 � If there are indications that a member of the 
Board of Management or the Supervisory Board 
or a holder of another key function no longer 
meets the fit and proper requirements, an 
extraordinary review of this particular case will 
take place.

 � Finally, all persons covered by our Fit and Proper 

Board. The sol0e03 member of the 
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B.3  Risk Management System 
including the Own Risk and 
Solvency Assessment

B.3.1. Risk management system

The organizational structure and workflows of the risk 
management system of AGCS SE make it possible to 
control risks in an integrated manner and ensure that 
risks assumed are consistent with the company‘s 
risk-bearing capacity and, specifically, with the risk 
appetite defined in the risk strategy. The 
organizational structure and workflows of the risk 
management system follow a top-down approach: 
The highest control function is that of the Supervisory 
Board, which, together with the Board of 
Management, assumes responsibility for the 
company’s risk profile and the required committees.

1. Supervisory Board of AGCS SE

The Supervisory Board of AGCS SE oversees and 
advises the Board of Management on managing the 
business. This includes the control of the adequacy 
and effectiveness of the risk control system. The 
Supervisory Board is regularly informed about the risk 
strategy, current solvency, the financial situation and 
the profitability of AGCS SE. This also includes the 
results of internal and external audits. To be able to 
perform its supervisory and control function in an 
adequate manner, the Supervisory Board also has the 
right to request the direct transmission of information 
from the Internal Audit function.

2. Board of Management of AGCS SE

The Board of Management of AGCS SE has the 
ultimate responsibility for the company’s business as 
well as its organizational structure and work 
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protect AGCS SE‘s financial strength in the interest of 
the shareholders while safeguarding the claims of the 
policyholder. Our risk management includes the 
necessary strategies, processes and reports for 
identifying, assessing, observing and controlling 
existing and potential risks. Another core element of 
risk management is translating risk drivers, 
dependencies and capital requirements for risks into 
decision templates for management by attributing 
risks and their capital requirements to segments and 
regions. AGCS SE supports the company‘s risk culture 
with a comprehensive, systematically implemented 
risk governance structure.

B.3.2.2 Basic Principles of Risk Management

Risk management at AGCS SE assesses the company’s 
risk bearing capacity. It is based on a coherent 
understanding of the risks assumed and the 
processes of risk management as well as the 
corresponding control mechanisms. In this process, 
risk management applies the following basic 
principles:

Basic principle 1: Responsibility of the Board of 
Management for the risk strategy

The Board of Management of AGCS SE establishes 
and adheres to the risk strategy and complies with 
the corresponding risk, which is regularly aligned with 
the business strategy. The risk strategy constitutes a 
general approach to the management of all material 
risks that arise in the framework of the business 
activity and the pursuit of business objectives. The risk 
tolerance for all material, quantifiable and non-
quantifiable risks takes into account shareholder 
expectations, regulatory requirements and the 
requirements of rating agencies. Both the risk 
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Basic principle 5: (Continued) development and 
integration of the limit system

AGCS SE has a consistent limit system than ensures 
compliance with the risk tolerance, defines the 
handling of concentration risks and – when 
appropriate – supports capital  allocation. The limit 
system covers all relevant risks sizes and drivers of the 
risk capital and is supplemented by further operative 
limits. The limit system is regularly reviewed by the 
Board of Management in the framework of the risk 
strategy.

Basic principle 6: Mitigation of risks exceeding 
the risk appetite

If individual risks exceed their limit or the sum of risks 
exceeds the risk appetite, risks are appropriately 
mitigated. To do so, measures are defined to keep the 
risks again within the limits so as to be able to cover 
the planned risk appetite. These can be adjusted 
reinsurance solutions, strengthening of the control 
context, reduction or hedging of the risk position or 
an adjustment of the risk appetite.

Risk limitations are only applied in the framework of 
economically and legally imposed framework 
conditions.

Basic principle 7: Consistent and effective 
monitoring

Risk appetite and risk strategy have been integrated 
into a standardized process for the definition of limits, 
which comprises all quantifiable risks of AGCS SE and 
takes into account risk diversification and 
concentration. Clearly defined and strictly imposed 
reporting requirements and escalation processes 
make sure that in case of limit breaches, compliance 
with the risk appetite is reestablished and required 
risk limitation measures are taken immediately.

In addition, an early risk warning system, a reporting 
system for essential risks, an assessments of newly 
developing risks and a process for new product 
launches was established to identify new risks and 
new types of risks. The identified risks are regularly 
reported and examined.

Basic principle 8: Consistent risk reporting and 
risk communication

The risk management function of AGCS SE produces 
regular risk reports and, if necessary, additional ad 
hoc reports, which cover risk-relevant topics in a 
focused manner and are regularly submitted to the 
Risk Committee. These reports are supplemented by 
risk assessments that are particularly relevant for 
external stakeholders (supervisory authorities, rating 
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minimizing risk and for escalation if limits are 
exceeded. These guidelines for each risk category are 
to be regarded as supplements to the requirements 
and provisions in the overarching ORSA Standard, the 
Top Risk Scoping and Assessment guideline and 
Standard on Model Governance. 

B.3.4. Specific materials risks for AGCS Global 

and AGCS SE

Top Risk Assessment policy framework

Top Risk Scoping and Assessment (TRSA) is a periodic 
analysis of all material quantifiable and non-
quantifiable risks to identify and remediate significant 
threats to financial results, operational viability or the 
delivery of key strategic objectives. The requirements 
with respect to Top Risk scoping are documented in 
the AGCS Risk Scoping and Assessment guideline.

The Top Risk Scoping and Assessment guideline 
provides consistency and transparency around the 
identification and management of the top risks of the 
company. Once the Board of Management has 
determined the top risks, these risks are assigned to 
the respective members of the Board of 
Management. The Board members are responsible 
for making the risk landscape transparent and for 
defining actions to mitigate the risk in case the risk 
tolerance set by the Board is breached. The outcome 
of this risk assessment is reviewed by the Risk 
Management function on a quarterly basis or ad hoc 
if needed and reported to the Risk Committee as well 
as to the Board of Management. In addition to the 
quarterly review, all quantifiable top risks are also 
modeled within the internal risk model.

The TRSA process for AGCS Global and AGCS SE is 
validated by supplementary risk and control 
assessments. It actively manages quantitative and 
non-quantifiable risks relevant to AGCS on a global 
level and the AGCS SE legal entity. It is a key 
instrument for the Board of Management to take over 
ultimate responsibility for these risks. The TRSA 
process is divided into four phases:

1. Identification (annually)
2. Analysis & evaluation (quarterly) 
3. Steering (quarterly)
4. Monitoring (quarterly)

B.3.5. Internal Risk Capital Model

The internal risk capital model of AGCS SE is based on 
a Value-at-Risk (VaR) approach that uses a Monte 
Carlo simulation. This approach determines the 
maximum loss in the portfolio value of our businesses 
in the scope of the model within a specified 
timeframe (holding period) and probability of 
occurrence (confidence level). We assume a 
confidence level of 99.5% and apply a holding period 
of one year. The risk simulation considers the risk 
events of all moderate risk categories (risk sources) 
and computes the value of the portfolio on the basis 
of the fair value of the assets minus the fair value of 
liabilities under potentially unfavorable conditions.

The required internal risk capital is the difference 
between the portfolio’s current value and its value 
under unfavorable conditions, determined on the 
basis of a 99.5% confidence level. Since the influence 
of both favorable and unfavorable events on all risk 
sources and all business units within the scope of the 
model is considered simultaneously, diversification 
effects beyond products and regions are also taken 
into account. With the results of our Monte Carlo 
simulation, AGCS SE is able to analyze the risk related 
to each risk source both separately and in connection 
with other risk sources. Particularly with respect to 
market risk, we also analyze several pre-defined stress 
scenarios, which are based either on historical or 
hypothetical market movements. The model 
approach used also makes it possible to identify 
scenarios that have a positive effect on solvency.

The internal model covers all quantifiable material 
risks. It takes into account market risk, credit risk, 
underwriting risk, business risk and operational risk. 

Material risks, which are not completely considered in 
the calculation of the solvency capital requirements, 
are exclusively non-quantifiable risks such as 
reputational risk, liquidity risk and strategic risk. 
Conceptually, these do not fall into the area of 
application of the internal model and are accounted 
for in other risk management processes.
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Description of Risk Categories 

The risk categories relevant for AGCS SE are described in the following table: 

Risk category Definition

Market risk Unexpected losses arising due to changes in market prices or parameters influencing market prices, as well as the resultant risk 
from options and guarantees that are embedded in contracts or from changes to the net worth of assets and liabilities in 
related undertakings driven by market parameters. In particular, these include changes driven by equity prices, interest rates, 
real estate prices, exchange rates, credit spreads and implied volatilities. Therefore, it also includes changes in market prices 
due to a worsening of market liquidity.

Credit risk Unexpected losses in the market value of the portfolio due to deterioration in the credit quality of counterparties including 
their failure to meet payment obligations or due to non-performing instruments (i.e. overdue payments).

Underwriting risk Financial losses due to unexpected high future losses, including those due to natural or man-made catastrophes as well as 
run-off losses from existing claims reserves.

Business risk Losses due to unexpected high lapse rates in the in-force business and the corresponding loss of income as well as continuing 
high overhead in the face of declining new business.

Operational risk Unexpected losses resulting from inadequate or failed internal processes and systems, from human misbehavior or errors or 
from external events.

Reputational risk Unexpected drop in the value of Allianz share price, value of in-force business or value of future business caused by a decline in 
the reputation of Allianz Group or one or more of its specific operating entities from the perspective of its shareholders.

Liquidity risk Unexpected financial losses due to nonfulfillment of current short-term or future payment obligations or if fulfillment is based 
on adverse changes in terms and conditions, as well as the risk of refinancing at higher interest rates or through the sale of 
assets at a discount during a liquidity crisis.

Strategic risk Unexpected negative changes in the value of an operating entity arising from the adverse effect of management decisions 
regarding business strategies and their implementation.

Adequacy of internal risk capital model to 
business profile and model governance

The use of the internal risk capital model is subject to 
approval by the Board of Management of AGCS SE. 
The respective operating entities need an initial 
approval of the model and ongoing confirmation of 
its appropriateness. According to Solvency II 
requirements, a set of compulsory model governance 
and control principles, which, for example, cover the 
model change process, apply to the whole lifecycle of 
the internal risk capital model.

In order to ensure that the internal risk capital model 
reflects the risk profile of AGCS SE and incorporates 
state-of-the-art risk management practices, all 
stakeholders are encouraged to submit requests for 
model changes/improvements, which are then 
considered in accordance with established model 
governance processes.

The Allianz Internal Model Governance Framework 
encompasses the governance rules and principles to 
ensure the initial and ongoing appropriateness of the 
internal risk capital model.

The framework covers the whole lifecycle of the 
internal risk capital model from its development to its 
implementation and use. The most important topics 

include: model changes, model updates, validation, 
approval, implementation and operational use, and 
the monitoring of ongoing appropriateness for use. 
The following standards and documents constitute 
the main model governance building blocks.

AGCS Standard for Model Governance

The AGCS Standard for Model Governance sets the 
rules and principles for ensuring the appropriateness 
of the internal risk capital model:

 � All elements of the internal risk capital model 
must go through a structured validation and 
approval process before the model may be used.

 � A validation process takes into account all relevant 
qualitative and quantitative aspects and 
ascertains the adequacy of the internal model 
with regard to the risk profile of the business and 
its reliability as input for risk decisions.

 � There must be controls in place to prevent or 
detect errors during operative use of the internal 
model.

 � There must be ongoing documentation of all 
quantitative and qualitative components of the 
internal model to provide evidence of model 
appropriateness.

With respect to model validation, the following 
approaches applied:
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 � The model owners assess whether the results 
produced by the model are appropriate and 
whether the existing documentation is sufficient.

 � Independent validation considers model-specific 
validation topics, such as coverage, methodology, 
calibration, data, calculation methods, results, and 
documentation, as well as qualitative aspects 
including model governance, expert judgment, 
data quality, and use test.

 � At the local level, suitability assessments must be 
performed to assess where the central model 
components are appropriate and take into 
account local specificities.

 � Transversal model validation is employed to 
validate the entire model, taking into 
consideration the results obtained across all 
validation areas and the interrelation between 
them.

Annual validation report

 � The annual validation report is produced to 
document the results of the regular model 
validation process and confirm the 
appropriateness of the internal risk capital model 
overall, as well as its fulfillment of Solvency II 
regulatory requirements.

Allianz Standard for Model Change

The Allianz Standard for Model Change adopted by 
AGCS SE sets rules and principles to ensure the 
appropriateness of internal model changes:

 � The internal risk capital model may need to be 
changed after initial validation and approval to 
ensure that it remains appropriate after the 
occurrence of events that require model changes 
(e.g. changes in the risk profile, business model or 
operating environment).

 � All model changes must go through a structured 
model change and approval process before the 
changed model can be used.

 � The decision-making body for approving model 
changes depends on the materiality and 
proportionality of the model component.

 � The quantitative impact of individual changes, as 
well as the combined impact of multiple changes 
are analyzed as an integral part of the model 
change process.

 � Model changes are – in accordance with model 
governance – subdivided into greater, smaller and 
non-essential model changes, whereby the sum 
of several smaller and non-essential model 
changes can be the equivalent of a greater model 

change. In the reporting period the process and 
the quantification of the combined influence of 
several smaller and non-essential model changes 
were reconciled and specified with the 
authorization process for greater model changes.

The responsible governance roles and committees for 
the internal model are described below: 

 � The model responsibility lies with the expert 
functions for the respective risk categories. They 
develop their own model components and, if 
necessary, they evaluate central model 
components with respect to their suitability for 
AGCS and are responsible for the ongoing 
suitability of the model for each respective risk.

 � The governance and coordination function of the 
internal model is responsible for overarching 
validation and coordinates greater model 
changes, the annual validation report as well as 
the authorization process with the Board of 
Management. In accordance with the framework, 
the Board can delegate authorizations to the 
AGCS Risk Committee. 

B.3.6.  Own Risk and Solvency Assessment 

(ORSA)

Own Risk and Solvency Assessment (ORSA) is the 
comprehensive term for a multitude of activities that 
are related to each other and cover the entire annual 
period. These activities enable AGCS to ensure a 
sufficient and balanced ratio between own funds and 
risks assumed on a continuing basis.

The following steps of the ORSA process are of 
particular importance:

 � Ensuring the consistency of business strategy and 
risk strategy: as part of risk planning, the operative 
planning result derived from the business 
strategy is reviewed with respect to the 
company’s risk bearing capacity. In addition, risk 
tolerances for the planning period are determined 
from the planning results. The future tolerances 
and the corresponding concepts are defined in 
the risk strategy or in documents related to the 
risk strategy. This process ensures the consistency 
of business and risk strategy.

 � Risk capital calculation: the risk capital is 
determined in reference to market, credit, 
underwriting, business and operational risks on 
the basis of the internal model. The total risk 
capital corresponds to the sum of the individual 
categories, reduced for diversification effects and 
deferred taxes. 
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system for operational risks, potentially significant 
operational risks are detected early on and the 
required measures can be taken to avoid or mitigate 
these risks, so as to comply with the operational risk 
tolerance set by the Board of Management of AGCS 
SE.

B.4.1.  Essential elements of the ERIC-System

The internal control system concerns operational 
risks. However, to improve the readability of the 
following explanations, the word ‘operational’ been 
has omitted. 

The ERIC system is based on the following principles:

 � Focus on significant risks

 � Focus on key controls

 � Promotion of positive risk and control awareness
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 � The completeness and consistency of the ERIC 
Systems

 � The operative execution of the processes under 
the ERIC system

 � The appropriateness and completeness of the 
scope for risk and control assessments 

 � The effectiveness of the ERIC systems and in 
particular the materiality of possible control 
weaknesses

 � The appropriateness and effectiveness of the 
governance system

Risk Management coordinates and supervises all 
activities that are required for the ERIC system, in 
particular the remediation of control weaknesses. It 
regularly makes available an up-to-date overview to 
the ERIC Advisory Committee and to the AGCS SE  Risk 
Committee.

At least once a year, the Risk Management function 
establishes a so-called ERIC report, which is first 
submitted to the ERIC Advisory Committee for review 
and then to the AGCS SE  Risk Committee for approval 
and to decide upon the overall effectiveness of the 
ERIC-System, including the governance system. 
Finally, the report is submitted to the AGCS SE Board 
of Management for approval.

B.4.2. Concept and objectives of the Compliance 

function

The global compliance concept follows the structure 
of AGCS SE. 

The objective of the Compliance function is the 
mitigation of risks that are related to regulatory and 
legal requirements and their implementation. In 
addition, the Compliance function protects the 
reputation of AGCS SE. The Compliance function also 
sees itself as an active advisor of the organization in 
all questions related to compliance.

The Compliance function comprises the Compliance 
department and other organizational units that 
(partly) perform tasks of the Compliance function. In 
addition, the Global Integrity Committee is part of the 
Compliance function.

The risk areas assigned to the Compliance 
department include: 

 � Corruption

 � Money-laundering and terror financing

 � Economic sanctions 

 � Capital market compliance

 � Sales compliance

 � Antitrust compliance

 � Internal fraud

The risk areas assigned to other organizational units 
that (partly) perform a task of the Compliance 
function include:

 � Data privacy

 � Foreign Account Tax Compliance Act (FATCA)

 � Criminal law

The Governance functions comprise all other 
departments with a clear responsibility for the 
monitoring and assessment of the respective 
applicable legal or regulatory requirements, the 
implementation of processes and controls and the 
introduction of required internal quality insurance 
measures.

The risk areas attributed to the Governance functions 
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The Global Compliance Officer reports regularly to 
the Supervisory Board of AGCS SE and to the Board of 
Management of AGCS SE. Compliance reporting 
contains the results of the preceding compliance risk 
assessment, possible changes in the compliance risk 
profile, overviews of current compliance activities, 
status of compliance reviews/audits, a summary of 
reported, relevant violations and/or deficits and 
recommended correction measures.

The Compliance function has the right of unrestricted 
access to information in fulfilling its compliance tasks. 
The right to information includes, for example, the 
request of relevant information from company-
internal units and the communication with 
employees for the purpose of obtaining information. 
This unrestricted access can be limited to individual 
persons from the compliance area.

The Board of Management of AGCS SE is responsible 
for the organizational and operational structures and 
procedures for ensuring adherence to the AGCS 
compliance directive as well as the allocation of the 
corresponding risk areas to the Compliance function 
and the Governance function. It establishes and 
maintains an effective Compliance function that is 
adequate with respect to the compliance risk 
exposure of the organizational unit. The Board of 
Management appoints the Global Compliance Officer. 

The Global Compliance Officer is responsible for the 
implementation of the compliance principles and 
processes as described in the AGCS Compliance 
Policy. This also includes the reporting of essential 
compliance-related incidents to the Global Integrity 
Committee. In terms of organization, the Compliance 
function is attached to the AGCS SE Legal & 
Compliance department. The Compliance function 
possesses a global network of legal and compliance 
experts.

The heads of the Governance functions are 
responsible to an equal extent for the 
implementation of governance principles and 
processes within their risk areas. Essential compliance 
incidents must be reported accordingly. 

The AGCS Global Integrity Committee reviews all 
reported material compliance incidents at AGCS SE 
and is the decision-making body for all further 
measures. Other members of this body are the Global 
Heads of Risk Management, Internal Audit, Legal, 
Communication and HR.

B.4.3. Fit and proper requirement

The Global Compliance Officer holds the key function 
of the Compliance function. For this function, the 
Global Compliance Officer must be adequately 
qualified and have the requisite practical experience 
to be able to perform the tasks of the Compliance 
function in view of the complexity of AGCS SE and the 
principle of proportionality. He must be able to 
identify and evaluate the compliance risks of AGCS SE 
and to monitor compliance with relevant internal and 
external legal requirements and regulations as well as 
the corresponding processes. Furthermore, he must 
be able to detect and manage changes in the 
regulatory environment in a timely fashion and he 
must have the following knowledge: 

 � Knowledge of applicable internal and external 
legal requirements and regulations.

 � Knowledge of insurance markets.

 � Knowledge of the business strategy and the 
business model of AGCS SE.

 � Knowledge of the internal operational and 
organizational setup of AGCS SE.

B.4.4. Resources of the Compliance function

The resources of the AGCS Compliance function are 
planned and used in such a manner that it can 
execute its tasks in an appropriate and risk-related 
fashion. The planning is done within the framework 
of the annual risk-related Compliance Plan.

In addition, reciprocal oversight is established in 
accordance with regulatory requirements between 
the key functions under the auspices of the ERIC 
Advisory Group. This oversight also considers the 
availability of appropriate resources for a function as 
part of the overall assessment.

B.4.5. Tasks of the Compliance function 

According to Solvency II, the Compliance function 
and the Governance functions have the following 
tasks:

 � Consulting activities, in particular advising top-
level management on questions relevant to 
compliance 

 � Risk monitoring

 � Early warning

 � Monitoring and reporting
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For the implementation of these tasks, the Global 
Compliance Officer has set up a governance 
management system at AGCS SE, coordinated with 
Group Compliance and within AGCS. The essential 
elements and processes are described in the AGCS 
Compliance Policy. 

This compliance and governance management 
system comprises the following elements: 

 � Promoting a culture of integrity and compliance

 � Providing training & communication

 � Advising top-level management and the 
operating units

 � Establishing and maintaining compliance 
principles and procedures

 � Reviewing reports from employees and 
investigating incidents of non-compliance

 � Interacting with regulatory authorities

 � Monitoring observation of compliance rules and 
reporting 

Essential processes of the compliance management 
system are:

 � Performance of risk assessments

The Compliance function regularly identifies and 
assesses the compliance risk associated with the 
business activities for the assigned/attributed risk 
areas. The results are documented and form the 
basis for the Compliance Plan. These assessments 
are coordinated with Risk Management in terms 
of methodology, timing and procedure.

 � Establishment, coordination and updating of the 
compliance plan

The Compliance department develops and 
implements an annual, risk-oriented Compliance 
Plan. This plan outlines the planned compliance 
control activities for the individual relevant risk 
areas including underlying time frames and takes 
into account the activities of the Allianz Group 
compliance plan. The annual Compliance Plan is 
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Within AGCS SE, Internal Audit has the primary audit 
responsibility for AGCS SE and all other insurance 
undertakings of the AGCS Group. At the same time, it 
is part of the worldwide Audit function of Allianz 
Group, which is functionally controlled by the Group 
Audit unit of Allianz SE. As the top-level group audit 
body, Group Audit monitors and oversees the audit 
activities of AGCS SE.

Internal Audit works for the Board of Management 
and reports directly to it. The head of Internal Audit 
has direct, unrestricted access to the Chairman of the 
Board of Management and the Supervisory Board, 
particularly to the Chairman of the Supervisory Board. 
The head of Internal Audit can also be asked to 
participate in the meetings of the Supervisory Board. 
The Chairman of the Supervisory Board can directly 
request information from the head of Internal Audit. 
Beyond that, Group Audit as the top-level corporate 
audit function has a professional surveillance and 
supervisory role.

In the first half of each fiscal year, the Board of 
Management receives an activity report that covers 
the entire AGCS Group for the past year. In addition, 
the Head of Internal Audit, as part of this annual 
reporting, confirms to the Board of Management and 
the Supervisory Board the organizational 
independence of Internal Audit.

The work of Internal Audit is based on a 
comprehensive, annually updated Audit Plan that 
covers all essential activities and business units (audit 
objects) of AGCS SE and the AGCS Group. As part of 
the annual planning process of Internal audit, a risk 
oriented assessment of the audit objects is made. 
Thereafter, an operating plan, derived from annual 
planning, is established. On top of this, each audit 
goes through the phases of audit preparation, 
execution, reporting and follow-up measures.

The preparation of the audit includes the analysis of 
the audit subject, appropriate risk assessment, 
familiarization with the subject of the audit, detailed 
planning of the audit process and gathering of 
information. 

The audit phase itself comprises the following 
activities: opening interview, audit activities (field 
work), documentation of audit activities, 
determination of audit results, post-audit / final 
interview. The activities required for the audit are 

determined and documented in an Audit-internal 
document – the Audit Plan.

For each audit, Internal Audit immediately establishes 
an audit report as part of the reporting requirement. 
This report serves as a targeted, short and concise 
information about the subject of the audit and the 
audit results to the Board of Management, the 
executive management level in charge of the area 
audited and the audited units.

After having circulated the audit report, Internal Audit 
monitors the timely implementation of the measures 
agreed upon to remedy the observations made by the 
responsible units defined in the audit report (follow-
up). In monitoring the progress of the 
implementation, Internal Audit follows up on all 
observations, independent of their risk content.

AGCS SE has an obligation to issue company-internal 
guidelines as part of its business organization. For this 
purpose, binding guidelines were issued (AGCS Audit 
Policy).

The AGCS Audit Policy for the Internal Audit is a 
company-internal guideline. On principle, it is 
reviewed annually as well as on special occasions. For 
this purpose, a central process has been established, 
which is coordinated by the Risk Controlling function. 
In this process, the unit responsible for the subject 
area first of all examines the guideline with respect to 
possibly required adaptations. The revised version is 
discussed with Risk Controlling and submitted to the 
Risk Committee for approval. In addition, essential 
changes are submitted for approval to the Board of 
Management and subsequently announced within 
the company.

The organization and proper implementation of the 
Internal Audit as a key function is executed in 
accordance with the AGCS Audit Policy approved by 
the Board of Management, taking into account the 
VAG supervisory requirements as well as the 
requirements of Group Audit. This guideline describes 
the organizational structure and position of the 
Internal Audit in the company as well as the principles 
of the audit activity, its tasks, its responsibilities, its 
essential processes as well as the reporting lines and 
information rights. The AGCS Audit Policy is based on 
the provisions of Group Audit Policy.

The AGCS Audit Manual supplements and specifies 
the AGCS Audit Policy and is reviewed and published 
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by the head of Internal Audit annually or on special 
occasions.

Internal Audit has an obligation to immediately report 
essential observations from its area of responsibility 
to Group Audit.

Internal Audit performs its tasks autonomously and 
independently. The Board of Management – within 
the framework of the AGCS Audit Policy approved by 
it – guarantees Internal Audit its professional 
independence in order to protect the functioning of 
the company’s business organization (including 
information and audit rights). In addition, this 
independence is insured by the position of Internal 
Audit within the organizational structure; it is 
independent of the First and Second Line of Defense 
functions.

In conducting its audits and in its reporting as well as 
the evaluation of the audit results, the Internal Audit 
is not subject to any instructions or other influences. 
In the framework of its management rights, the Board 
of Management can order additional reviews, which 
in no way abrogate the autonomy and independence 
of the Internal Audit.

Internal auditors perform a balanced evaluation of all 
relevant circumstances and do not let their own 
interests or those of others influence their judgment. 
As a basic rule, employees working in Internal Audit 
may not take on any assignments that are not 
commensurate or appear to not be commensurate 
with the audit activity.

Internal Audit performs its audits with the required 
expertise and appropriate professional diligence. The 
members of the Internal Audit staff apply a maximum 
of expert objectivity in the collection, evaluation and 
transmission of information about the audited 
activities or business processes. Findings of the audit 
must be based on fact and backed up by sufficient 
proof.

Internal Audit can be asked for its evaluation of 
subjects that concern the internal control system. In 
this respect, Internal Audit must preserve its 
necessary independence and may not be involved in 
any decisive manner in the development, 
implementation and execution of processes and work 
instructions. In addition, this advisory activity should 
not be designed in such a way that it endangers the 

fulfillment of the core tasks of Internal Audit and the 
audit plan.

The resources of the AGCS Internal Audit  function are 
planned and used in such a manner that it can 
execute its tasks in an appropriate and risk-related 
fashion. The planning is done within the framework 
of the annual Audit Plan.

In addition, reciprocal oversight is established in 
accordance with regulatory requirements between 
the key functions in the ERIC Advisory Group. As a 
rule, this oversight also considers the availability of 
appropriate resources for a function as part of the 
overall assessment.

B.6 Actuarial Function

The a.5 350.0787 t0 1a9cVMF)t is mb.mpded in the 
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The scope of application of the AGCS Procurement & 
Outsourcing Policy is:

1.  AGCS SE including all its operating units

2.  All legally independent companies subject to 
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Important outsourcing agreements of AGCS SE

Service provider to AGCS SE Country Description

AIM SE Germany Cash & Asset Management 
Services 

PIMCO Deutschland GmbH Germany Asset Management Services 

Allianz Technology SE1 Germany Data Center Services 

Allianz Technology SE1 Germany Network Services 

Allianz Technology SE1 Germany Key Application Services 

1. In the previous reporting period, Allianz Technology SE was still opera-
ting as Allianz Managed Operations & Services SE (AMOS).

B.8 Any Other Information 

All material information about the government 
system has already been described in sections B.1 to 
B.7.

In the reporting period, there were no material 
changes of the governance system. There were also 
no material transactions with shareholders, persons 
having a decisive influence on the company or 
members of the Board of Management or the 
Supervisory Board.
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C. Risk Profile

The risk profile of AGCS SE is essentially determined 
by underwriting and market risks. For the evaluation 
of risks, the internal model of Allianz Group is used. In 
addition, Top Risk Assessments establishes a complete 
risk inventory and evaluates risks that are not mapped 
out by the internal model.

In the following chapter, the risks for each risk 
category are described and evaluated. In addition, risk 
concentrations and risk mitigation techniques are 
presented to the extent that this is feasible.

C.1 Underwriting Risk

C.1.1.   Risk exposure

Underwriting risks refer to risks that are inherent in 
insurance techniques, i.e. risks related to the 
development of insurance premiums, claims 
expenses and technical costs.

The most important technical insurance risk is the 
underwriting risk, which primarily refers to claims 
development. A distinction is made between 
premium risk, i.e., the risk that – due to unexpected 
future claims63 38s(develoeD 42willpped)be sufficiinsu risk, 
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Risk concentration

The concentration risk of AGCS SE is on the one hand 
driven by man-made catastrophe whose loss 
potential and probability of occurrence are analyzed 
by a special work group headed by the risk 
management function, and on the other hand by 
natural catastrophes, among which storm and 
earthquake risks are the main drivers of the overall 
risk of AGCS SE. 

At present, we see no risk concentration in the 
underwriting risk that could significantly influence 
the solvency ratio. We cover the risk of natural 
catastrophes and man-made catastrophes with 
appropriate reinsurance contracts.

Risk sensitivity

AGCS SE determines changes in the solvency ratio on 
the basis of sensitivity analyses. The essential stress 
defined for underwriting risks considers a combined 
loss of premium, reserve, business and operational 
risks with a return frequency of 1 to 5 years. If such as 
stress had occurred at the end of 2017, it would have 
caused a decrease of AGCS SE’s solvency ratio from 
174% to 159%. An adjustment of the risk capital after 
stress is not taken into account in this scenario

Scenario in � thou Own funds Risk capital Solvency ratio

Base 2 851 944 1 635 934 174%

Stress 2 607 503 1 635 934 159%

C.1.1.1 Premium risk

Premium risk is subdivided into natural catastrophe 
risk, terror risk and non-catastrophe risk , whereby the 
latter presents the greatest premium risk by far.

The sum of the premium risks of AGCS SE at 
December 31, 2017, amounted to �900 885 thou 
before diversification. Compared to the prior year, this 
was an increase of �28 126 thou (3 percent). This 
changes is due to the update of the underlying 
portfolio and the corresponding reinsurance in 
connection with the updated model parameters. 
Catastrophe and non-catastrophe risk contributed to 
this increase to an equal extent, while terror risk 
declined slightly.

Premium risk is calculated on the basis of actuarial 
models that are used to derive loss distributions. 
Premium risk is actively managed by AGCS SE by 
means of risk assessments and underwriting limits 
that are part of the underwriting process and through 
reinsurance coverage that is commensurate with our 
risk appetite. Risk assessment as part of the 
underwriting process is a key element of our risk 
management.

C.1.1.2 
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decline of new business. Business risks are calculated 
in a simple model that directly takes into account 
assumptions concerning lapse behavior, new 
business and cost development.

C.1.1.4 Longevity risk

At December 31, 2017, the longevity risk of AGCS SE 
amounted to �11 738 thou. Compared to the prior 
year, this is a decrease of �1 415 thou (11 percent), 
which is due to the use of a changed yield curve for 
discounting pension liabilities. 

The longevity risk exclusively results from the 
modeling of the pension liabilities risk.

C.1.2. Management of underwriting risk and 

risk mitigation

Natural disasters such as earthquakes, storms, and 
floods represent a significant challenge for risk 
management due to their accumulation potential 
and occurrence volatility. In order to measure such 
risks and better estimate the potential effects of 
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credit spread risk. After diversification, the total risk 
capital for market risks amounted to �900 359 (866 
148) thou.

Market risk
31/12/2017

� thou
31/12/2016

� thou
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Sensitivity

At December 31, 2017, sensitivity analyses indicated 
that an increase of the interest rate by 100 basis 
points would result in an increase of the solvency 
ratio from 174 percent to 175 percent. On the other 
hand, a decrease of the interest rate by 100 basis 
points would lower the solvency ratio from 174 
percent to 173 percent.
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Sensitivity

At the end of the reporting year, sensitivity analyses 
showed that an increase of inflation by 100 basis 
points would result in a reduction of the solvency 
ratio from 174 percent to 169 percent.

Inflation +100 bp in � thou Own funds Risk capitalSolvency ratio

Base 2 851 944 1 635 934 174%

Stress 2 771 397 1 636 114 169%

C.2.1.5 Currency risk

At the end of 2017, the currency risk of AGCS SE 
amounted to �578 437 (629 466) thou, a decrease 
from the prior year by �51 029 thou (8 percent). The 
main reason was the revaluation of the EUR and the 
corresponding decline of the market value of the 
strategic participation in AGR US. 

As an insurance company with global activities, AGCS 
has assets and liabilities in many different currencies. 
AGCS SE has implemented a comprehensive process 
to identify and control foreign currency risks.

The local own funds of AGCS SE‘s subsidiaries in 
Singapore and Hong Kong are invested in the local 
functional currencies, Singapore dollar (SGD) and 
Hong Kong Dollar (HKD).

Risk concentration

The main contributor to the currency risk was the US 
Dollar with a share of 75 percent.

Sensitivity

Sensitivity analyses at December 31, 2017 confirm 
that a 10% devaluation of foreign currencies with 
respect to the EUR result in a decrease of the solvency 
ratio from 174 percent to 162 percent.

Currency -10% in � thou Own funds Risk capitalSolvency ratio

Base 2 851 944 1 635 934 174%

Stress 2 564 092 1 581 077 162%

C.2.1.6 Real estate risk

The real estate risk of AGCS SE at December 31 of the 
reporting year amounted to �90 184 thou – an 
increase by �8 727 thou (11percent) over 2016, 
which is attributable to a new investments and higher 
valuations.

AGSC considers real estate to be a valuable addition 
to the investment portfolio because it offers long-
term stable and predictable cash flows. This and the 
good diversification characteristics outweighs the 
risks from a decline in the real estate market.

Risk concentration

In real estate, AGCS SE pursues an investment 
strategy focused on broad diversification. Therefore, 
there is no material concentration of the real estate 
risk.

Sensitivity

At December 31, 2017, sensitivity analyses showed 
that a decline of market prices by 20% would result in 
a reduction of the solvency ratio from 174 percent to 
171 percent.

Real estate -20% in � thou Own funds Risk capitalSolvency ratio

Base 2 851 944 1 635 934 174%

Stress 2 790 604 1 628 263 171%

C.2.2. Market risk management

The Risk Management function of AGCS SE defines 
the framework conditions for the management of 
market risk. These comprise the internal guidelines 
for managing the portfolio as well as the preservation 
and continued development of market risk methods 
and models, the limit system and the corresponding 
reporting system. In addition, the responsibilities for 
market risk management are defined in detail in the 
Allianz standards. The corresponding reporting 
system is designed to provide internal decision 
makers (Board members or other executive 
management levels within AGCS SE) and external 
interested parties with relevant information about the 
current risk situation.
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AGCS SE regularly establishes reports on the 
development of market risk and related indicators.

The Prudent Person Principle is the guiding principle 
for the management of the investment risk of AGCS 
SE (section 124 VAG).
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Credit risk consists of the following partial risks:

 � Counterparty risk, which consists of default and 
migration risks. It arises from loans and structured 
transactions like asset backed securities (ABS), 
over the counter (OTC) derivatives and, in 
reinsurance, financial guarantees and receivables 
from agents or other debtors.

 � Concentration risk, which arises from the 
accumulation of credit risks with respect to a 
counterparty. The corresponding accumulations 
result in a higher amount of risk capital, contrary 
to the case that the same item was spread over 
different counterparties.

 � Country risk, which consists of the transfer and 
foreign exchange risk. Transfer risk refers to the 
risk that a counterparty will not be able to meet its 
cross-border payment obligations because capital 
transfer is prohibited or restricted by currency 
moratoria. Foreign exchange risk refers to the risk 
that a counterparty will not be able to meet its 
payment obligations because currency 
conversion is prohibited or restricted.

The two following risks types are not included under 
credit risk at AGCS SE:

 �
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and pools, which for the most part have no ratings of 
their own, 90 percent of the reserves were ceded to 
reinsurers with at least an A rating.

The total of third-party receivables on December 31, 
2017 – with a due date of more than 90 days – 
amounted to �194 339 thou (without explicit write-
offs of receivables). The average default ratio for the 
last three years was 0.4 percent.

Risk concentration 

The following table shows the distribution of the 
credit risk at year end 2016 and 2017.

% share of risk capital 2016 2017

Investments 33% 44%

Reinsurance 60% 47%

Receivables 7% 9%

The share of credit risk capital from reinsurance 
decreased in 2017 because of a more precise 
assessment of the credit risk from reinsurance 
captives. This resulted in a decrease of the risks 
calculated. The sum of the ten biggest positions 
(measured in terms of their contribution to the credit 
risk) with respect to the counterparty risk from 
investments and reinsurance amounts to �91 948 
thou. This corresponds to 49% of the entire credit risk. 
The biggest counterparty is Allianz SE because of the 
group-internal reinsurance structure.  

Sensitivity

The following table shows the sensitivity of the credit 
risk on the assumption that the rating is lowered by 
two classes1.

Credit stress in � thou Own funds Risk capitalSolvency ratio

Base 2 851 944 1 635 934 174%

Stress 2 836 045 1 673 581 169%

The following table shows the sensitivity of the credit 
risk before diversification.

Increase of risk capital before diversification in � thou 31/12/2017

Devaluation by 1 rating class1 40 077

Devaluation by 2 rating classes 92 133

LGD2  increase by 10% 16 168

1. Rating class refers to the rating sub categories, e.g. “AA+“, “AA“, “AA-“ 
at Standard & Poor’s or “Aa1”, “Aa2”, “Aa3” at Moody’s.

2. Loss given default (LGD) designates the loss in case of a default on 
the claim. 

C.3.2. Credit risk management

The framework for credit risk management has two 
essential objectives:

 � Review and control of amounts receivables from 
individual counterparties – a way in which the 
company wants to reduce the risk of default of 
individual counterparties while at the same time 
ensuring adequate diversification across the 
entire portfolio.

 � The guarantee that the capital of AGCS SE is at 
any time sufficient to reliably bear the credit risk 
assumed.

These objectives are achieved by mean of the 
following measures:

 � Regular reporting on transparency and the 
management of the risks assumed

 � Setting of limits

 � Integration of the credit risk into business 
planning and capital management 

 � Taking into account credit risks in the rate 
calculation of insurance contracts

AGCS SE monitors and manages credit risk exposures 
and concentrations to ensure it is always able to meet 
policyholder obligations. This is also the purpose of 
the internal credit risk model and the CRisP limit 
system.

Due to the fact that credit risk is actively managed by 
means of credit limits and credit risk modeling, the 
company has a well-diversified credit portfolio. The 
long-term investment strategy – holding until 
maturity – ensures the stability of our portfolio even 
under unfavorable market conditions and enables us 
to generate planned excess yields throughout the 
entire holding period of the investment.
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1. LIR = Liquidity Intensity Ratio

C.3.3. Risk mitigation
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risk capital to AGCS companies were adjusted during 
the annual update of the technical provisions for the 
various business portfolios.

C.5.2. Management of operational risk

The risk management system for operational risks 
follows the Three-lines-of-defense model of Allianz 
Group. The employees of AGCS SE are basically aware 
of potential operational risks and they support the 
control and management of these risks by taking 
them into account in their daily business. In view of 
the positive risk and control culture, AGCS assumes 
that particularly the decision-makers are able to make 
transparent all identified weaknesses and risks so that 
the required countermeasures can be taken in due 
time. 

Operational risks are principally managed on a cost-
benefit basis, whereby the expected incremental 
value of loss reduction exceeds the associated costs 
of strengthening the controls. However, their may be 
exceptions to this cost-benefit approach, for example,  
when it comes to observing laws and regulations to 
protect the reputation of AGCS SE or in consideration 
of other strategic objectives.

For important risks, indicators and limits have been 
developed to determine the risk tolerance of AGCS.

The AGCS SE risk management system for operational 
risks was specifically developed to learn from past 
experience like operational incidents to avoid future 
surprises from operational risks for AGCS at a global 
level, i.e. to prevent the occurrence of operational 
risks outside the risk tolerance of AGCS SE.

First of all, one needs to gain an understanding of 
what could possibly go wrong. This is done in two 
ways:

 � In retrospective, operational risk events are 
continually analyzed and their causes are 
determined. This also takes into account external 
operational loss data made available by Allianz SE.

 � Looking forward – on an annual basis – concrete 
scenarios with potentially negative effects are 
analyzed.

With this structural approach, AGCS SE identifies, 
assesses and manages operational risks and controls 
weaknesses. Both views help to prioritize and focus 
efforts for effective operational risk management in 
order to make processes, systems, governance 

structures and procedures more robust and to 
proactively respond to anticipated internal or external 
changes. The objective is to prevent operational 
incidents or to reduce their negative impacts on 
AGCS SE. Since all relevant functions of AGCS SE 
participate in these analyses, they also help to identify 
possible structural weaknesses, which in certain cases 
might indicate a concentration of operational risks.

Even though operational incidents per definition 
often occur due to failures, the AGCS SE operational 
risk management framework does not focus on 
failures. Rather, it fosters a culture of operational risk 
transparency and considers failures to be 
opportunities for further improvement. AGCS SE 
strives to learn from adverse experiences and to 
identify potential weaknesses early on so as to avoid 
similar potential losses in the future. This mindset is a 
prerequisite for the effective management of 
operational risks.

Important activities supplement and support the risk 
management system of AGCS SE for operational risks. 
These are managed by functions other than the Risk 
Management function and include:

 � Compliance initiatives covering anti-fraud, anti-
corruption, anti-trust, economic sanctions, 
regulations for (non-admitted) cross-border 
business, insider trading, money laundering, sales 
compliance and data privacy protection.

 � The framework for all AGCS SE procurement 
activities, including outsourcing.

 � Information security initiatives.

C.5.3. Risk mitigation

Operational risks are managed through the 
establishment of a set of adequate and effective 
mitigation measures (i.e. controls associated with 
these respective risks). Important controls are defined 
as “key controls” if the actual risk would be 
significantly higher in the absence of a key control.

Due to the importance of key controls, their quality is 
assessed in a structured manner, i.e. key controls are 
tested in order to ensure that (1) they are properly 
designed to mitigate the intended risks and (2) they 
are effectively implemented. This is done within the 
framework of the Internal Control System of AGCS SE.
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C.6 Other Material Risks

Strategic risk

Strategic risk is the risk of an unexpected decrease in 
the company‘s value arising from the adverse effect 
of management decisions on business strategies and 
their implementation.

In the Top Risk Scoring process, this risk was 
estimated at up to �20 million with a probability of 
occurrence of less than 1 in 10 years. The analysis is 
based on a scenario in which the company is unable 
to react adequately to changed market conditions. 
The estimated extent therefore lies within the risk 
tolerance of AGCS SE.

To ensure proper implementation of strategic goals in 
the current business plan, strategic controls are 
carried out by monitoring respective business targets. 
The company constantly monitors market and 
competitive conditions, Capital Market requirements, 
regulatory conditions, etc. to decide if strategic 
adjustments are necessary. In addition, strategic 
decisions are discussed in various Board of 
Management-level committees (e.g. AGCS Risk 
Committee, Underwriting Committee, Reinsurance 
Committee). The Chief Risk Officer participates in all 
strategically relevant committees. The assessment of 
the associated risks is a fundamental element of 
these discussions.

Reputational risk

The perception of AGCS SE as a well-respected and 
conscientious provider of financial services is 
influenced by our behavior in a range of areas such as 
product quality, corporate governance, financial 
performance, customer service, innovation strength, 
employee management, intellectual property and 
corporate responsibility. Reputational risk is the risk of 
a possible decline of the reputation of AGCS SE, which 
could lead to an unexpected drop in the value of the 
Allianz SE share price or a decline of future business 
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provided over a longer period and no market 
transactions can be observed. If transactions 
demonstrably result exclusively from forced trades, 
involuntary liquidation or distress sales, this is also an 
indication of a no longer active market.

For the valuation of assets, the valuation hierarchy 
according to article 10 Solvency II CDR is used.

 � AGCS SE values assets on the basis of market 
prices quoted in active markets for identical 
assets and liabilities.

 � If this is not possible, AGCS SE values the assets on 
the basis of market prices quoted in active 
markets for similar assets and liabilities.

 � If no quoted market prices in active markets are 
available, AGCS SE uses alternative valuation 
methods.

For assets that are valued at amortized cost under 
IFRS and for which the difference between market 
value and amortized cost is immaterial, the amount 
stated under IFRS was used.  

Material changes with respect to the prior reporting 
period

Compared to the prior reporting period, there were 
neither changes in the methods used nor in the 
valuation principles or estimates in the area of assets.

Intangible assets

Intangible assets are identifiable non-monetary assets 
without physical substance. If intangible assets can be 
sold separately and the insurance undertaking can 
prove that a fair market exists for these or 
comparable assets, they can be recognized at market 
value in the Solvency II Overview. Otherwise, 
intangible assets must be valued at 0 under Solvency 
II according to article 12 (2) Solvency II CDR.

Under HGB, intangible assets are valued at the cost of 
acquisition or production, less depreciation permitted 
by commercial law.

This balance sheet item essentially comprises the 
capitalized expenses for the system integration of 
third-party software (HGB 2017: �148 037 thou; 
2016: �106 106 thou) related to the long-term 
distribution agreement with Standard Chartered Bank 
(HGB 2017: �61 389 thou; 2016: �0 thou as well as 
the acquisition cost of the insurance portfolios 

acquired within the Group, less scheduled 
depreciation (HGB 2017: �250 thou; 2016: �583 
thou). Their market value cannot be determined 
because no transactions involving comparable assets 
are observable in the market, and they cannot be sold 
separately. In accordance with article 12 of Solvency II 
CDR, they are therefore not recognized under 
Solvency II.

Deferred tax assets

Deferred tax assets are assets that can be used to 
reduce income tax expense in future periods. 
Deferred taxes are not discounted. 

They result from deductible temporary differences 
between Solvency II and the tax base, the carry-
forward of unused tax losses or unused tax credits 
(article 15 Solvency II CDR). Deferred tax assets – 
except deferred tax assets arising from the carry-
forward of unused tax losses or unused tax credits – 
are valued on the basis of the temporary difference 
between the Solvency II Solvency Overview and the 
tax base. The temporary differences between the 
Solvency II value of the assets and liabilities as well as 
the corresponding tax values are determined 
according to IAS 12 on a single-asset or liability basis. 
In the calculation of deferred tax assets, the 
respective applicable national tax rates for certain 
assets and liabilities are taken into account. Deferred 
tax assets are valued using the tax rates and tax laws 
that are applicable at the balance sheet date or will be 
applicable shortly thereafter. The amount of the 
material difference between the market value 
balance sheet and the corresponding tax base result 
from the balance sheet item Shares in Special Funds 
and Bonds as well as Claims Reserves (technical 
provisions), which each result in deferred tax assets. 
In addition, deferred tax assets for tax loss carry-
forwards in the amount of �63 811 thou were 
constituted in the branch offices Hong Kong, France, 
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According to IAS 12.72, deferred tax assets and tax 
liabilities are netted before they are reported to the 
respective tax authorities. The foreign branch offices 
of AGCS SE reported both deferred tax assets as well 
as deferred tax liabilities.

Tax rate changes already adopted by December 31, 
2017, are taken into account. In 2017, France adopted 
a step-by-step reduction of the tax rate to 25.83 
percent beginning in 2022. In Belgium, a step-by-step 
reduction of the tax rate to 25 percent beginning in 
2021 was adopted. The impact of tax rate changes is 
taken into account in the deferred tax expenses of 
�139 thou.

The following table shows the origin of the 
recognition of deferred tax assets:

Deferted tax assets at 31/12/2017 � thou

Investments 134 625

Deferred policy acquisition costs 5 557

Other assets 28 027

Intangible assets 108

Tax losses carried forward 10 984

Technical provisions 17 147

Provisions for pensions and similar obligations 36 801

Other liabilities 100 882

Netting -246 077

Total after netting 88 053

No deferred taxes are constituted for the valuation 
differences in participations and shares in associated 
enterprises.

The AGCS SE closing process for deferred tax assets 
according to Solvency II is integrated, consistent and 
in line with the IFRS closing process. Deferred tax 
assets result from the amount of the deferred taxes 
recognized under IFRS and the deferred taxes on 
valuation differences of the individual balance sheet 
items between IFRS and Solvency II. The difference of 
deferred tax assets with respect to IFRS result from 
temporary differences due to the re-evaluation of 
assets and liabilities for the market value balance 
sheet. The differences are essentially due to the 
different valuation of technical provisions and 
intangible assets.

In accordance with section 274 (1) HGB, the company 
does not use its capitalization option to constitute a 
deferred tax asset on the temporary difference 
between the accounting valuation of assets, liabilities 
and deferred income / prepaid expenses and their 

tax-based valuation, if these differences will result in 
tax relief in the following years.

Pension benefit surplus

The pension benefit surplus is the net surplus related 
to the employee pension scheme, if there are 
offsettable plan assets that exceed the pension 
obligations for this plan. If that is not the case, one 
talks about pension reserves if the obligation exceeds 
the offsettable plan asset (see “Pension benefit 
obligations” in section D.3 of this report). Under 
Solvency II, this item is valued in line with IAS 19. The 
excess of the plan assets over the present value of the 
obligations is recognized at fair value. Securities to 
meet liabilities resulting from retirement provision 
commitments are valued at fair value in accordance 
with section 253 (1) HGB and offset against liabilities 
in accordance with section 246 (2) HGB. An asset 
overhang resulting under HGB does not exist in the 
valuation of this item under Solvency II.

For further explanations about the bases, methods 
and assumptions for the valuation of gross pension 
obligations according to supervisory law and HGB as 
well as an explanation of the valuation differences we 
refer to “Pension benefit obligations“ in section D.3 of 
this report. 

Property, plant and equipment held for own use

Under HGB, this item is carried at amortized cost.

According to article 9 (4) of Solvency II CDR, 
amortized cost is considered to be an appropriate 
estimate of the fair value.

Investments 

Real estate (except for own use) 

This balance sheet item (valuation difference �32 223 
thou) contains direct investment in six German 
buildings. The fair value of real estate assets was 
determined at December 31 of the fiscal year 
according to IAS 40 and/or art. 16 Solvency II CDR 
(fair value model / discounted-cash flow method).

Under HGB, real estate is recorded at cost less 
accumulated scheduled and unscheduled 
depreciation. Scheduled depreciation is measured 
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according to ordinary useful life. In case of probable 
permanent impairment, the values of these items are 
adjusted through unscheduled write-downs.

The Solvency II value takes into account the valuation 
reserves that concern for the most part real estate in 
Berlin and Munich. 

Shares in affiliated enterprises, including 
participations

This item (valuation difference �2 266 784 thou) is 
valued under Solvency II in accordance with article 13 
Solvency II CDR.

Under HGB, these are valued according to the 
moderate lower-value principle and carried at 
amortized cost or a lower long-term fair value. Write-
downs are made if the amortized cost of acquisition 
at the balance sheet date is higher than the market 
value or the long-term fair value.

In addition, this item also includes Special Funds of  
�2 739 206 thou under HGB, which according to 
Solvency II are reported under Collective Investment 
Undertakings.

Shares in affiliated enterprises and participations as 
defined in article 13 (20) of the Solvency II Directive 
(to the extent that a valuation with standard methods 
is not possible) are valued under Solvency II according 
to the adjusted equity method (article 13 (1b) 
Solvency II CDR). Participations are valued with AGCS 
SE’s share in the excess of the assets over the 
liabilities of the affiliated enterprise. If a valuation 
according to quoted market prices or by means of the 
adjusted equity method is not possible, the IFRS 
equity method (article 13 (5) Solvency II CDR) is used. 
In this approach, the pro-rated IFRS equity, reduced 
by possible goodwill as well as intangible assets is 
used as value. Enterprises, which according to article 
214 (2 a) of the Solvency II Directive are excluded 
from Group supervision or which according to article 
229 of the Solvency II Directive are deducted from 
own funds, are valued at 0.  

The following table shows essential shares in affiliated 
enterprises, including participations and their 
valuation differences at December 31, 2017:

� thou Solvency II HGB Difference

AGCS International Holding 
B.V., Amsterdam

1 958 061 1 618 609 339 452

Allianz Risk Transfer AG, 
Schaan 

1 958 061 1 618 609 106 660

Allianz Fire and Marine 
Insurance Japan Ltd., Tokyo

0 37 381 -37 381

Allianz Finance VIII S.A., 
Luxemburg

117 778 96 408 21 370

Others 265 914 2 962 800 -2 696 886

Total 2 522 910 4 789 694 2 266 784

In 2016, this item also included Special Funds. In the 
current report, these are reported under Collective 
Investment Undertakings. In addition to the different 
reporting of Special Funds, there are the following 
valuation differences:

� thou Solvency II HGB Difference

Special funds 3 244 965 2 739 206 505 759

Allianz GLR Fonds 1 507 495 1 199 734 307 761

Allianz GLU Fonds 595 384 503 942 91 442

Allianz GLRS Fonds 804 366 719 161 85 205

Allianz GRGB Fonds 337 720 316 369 21 351

Equity

This category comprises non-listed equity1; 
participations are excluded. Under Solvency II, non-
listed equity is recognized with price valuations 
provided by fund and portfolio managers; this 
alternative valuation method is described in chapter 
D.4. Under commercial law, stocks are – depending 
on their nature and the investment strategy (holding 
period) – valued either in accordance with the strict 
(current assets) lower-value principle or the 
moderate (fixed assets) lower-value principle and 
carried at amortized cost or a lower long-term fair 
value.

The difference between Solvency II and HGB is due to 
currently trending higher market values compared to 
amortized cost, which is the upper valuation limit 
under HGB.

1. Non-listed equity is that of private equity firms.
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Loans and mortgages

This balance sheet item (valuation difference �28 176 
thou) contains investments that arise when a lender 
makes available (secured or unsecured) funds to a 
borrower, for example a cash pool loan.

Under Solvency II, they are carried at fair value on the 
basis of valuations by independent data suppliers or 
according to the discounted cash flow method, using 
the effective interest rate of similar debt instruments.

Under HGB, loan and mortgages are valued at 
amortized cost according to section 253 (3, 3) HGB. 
According to section 341c HGB, the difference 
between acquisition cost and redemption amount is 
amortized over the remaining period based on the 
effective interest method. Write-downs are made if 
the amortized cost of acquisition at the balance sheet 
date exceeds the market value or the long-term fair 
value.

The valuation in the Solvency II balance sheet differs 
from the commercial balance sheet, which is due to 
the low-interest phase and the higher market values 
related to it. In addition, this balance sheet item 
contains cash pool receivables (�25 754) from Allianz 
SE, which under HGB are netted against other 
obligations of Allianz SE and recorded under Liabilities 
except liabilities to banks.

Reinsurance recoverables

For comments concerning this balance sheet item we 
refer to chapter D.2.

Deposits to cedants

Deposit to cedants are monetary guarantees that 
AGCS SE as reinsurer has made available to a cedant.

In application of the principle of materiality, these are 
carried at face value under Solvency II because the 
expected future interest payments essentially 
correspond to market interest.

The valuation at face value corresponds to the 
valuation according to section 341 (c) HGB.

Insurance and intermediaries receivables

This item includes due, not-yet-paid receivables from 
insurers, brokers and cedants, essentially from unpaid 
premiums.

Under Solvency II, these are valued at face value less 
repayments. In concrete cases with probable default 
risks, individual value adjustments are made. For 
receivables from the direct business, additional lump-
sum value adjustments are made to account for the 
general credit risk. This corresponds to the valuation 
in the commercial balance sheet.

The difference to the commercial balance sheet in 
the amount of �197 thou results from premiums 
already paid but not yet due, which are not yet 
recorded as future cash inflow in the calculation of 
the technical provisions.

Reinsurance receivables

This item includes receivables from reinsurance 
ceded, essentially for refunds of paid, insured losses 
by the reinsurer.

Under Solvency II and HGB, these receivables are 
carried at face value less repayments. In case of 
disputes concerning the amount of the reinsurance 
coverage or probable payment difficulties of the 
reinsurer, individual value adjustments are made.

The difference to the commercial balance sheet of 
�-12 thou is due to already paid, not-yet-due 
reinsurance receivables, which are still recorded as 
future cash flows in the calculation of reinsurance 
receivables.

Receivables (trade, not insurance)

Under Solvency II, these items (valuation difference 
�85 033 thou) are carried at face value less 
repayments, adjusted for the counterparty default 
probability.

Under HGB, these are carried at face value less 
repayments. 

Under Solvency II, this balance sheet item contains, 
among others, the decentral recognition of plan 
assets as a claim against Allianz SE. Under HGB, 
pensions are centrally recognized at Allianz SE.
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to the use of yield curves without volatility 
adjustment, this reduces the amount of technical 
provisions by �13 990 thou, thus increasing basic own 
funds by �10 952 � thou. This amount is fully eligible 
for meeting the solvency capital requirement. The 
solvency capital requirement itself is decreased by the 
use of the volatility adjustment by �35 094 thou. 

In parallel, eligible own funds to meet the minimum 
capital requirements increase by �12 859 thou and 
the minimum capital requirement is reduced by �1 
539 thou.

Risk margin

There is no observable value for technical provisions. 
Instead, an amount is estimated that would have to 
be paid for selling the liabilities to an independent 
“reference undertaking”. For this purpose, the 
discounted best estimate plus a risk or market value 
margin (MVM) is used. The MVM represents the cost 
of the capital the acquiring company would have to 
provide during run-off.

The starting point for the cost of capital used is the 
Solvency Capital Requirement (SCR) under Solvency 
II; however, this amount in each case only covers the 
capital requirement for a period of one year. 
Therefore, a time series of future SCRs must be 
estimated for the MVM. The cost of capital rate to be 
used is set at 6% according to article 39, Solvency II 
CDR, estimated as the cost of capital rate of the 
reference undertaking. Allianz Group has adopted the 
approach recommended by the CRO Forum, adapted 
it to its specifics and its model environment and 
made it available to its subsidiaries in the form of a 
directive and a calculation tool.

AGCS SE essentially follows this recommendation, but 
in deviation therefrom updates risk for each quarterly 
accounting period to account for current risk 
developments.

The MVM is first of all calculated for AGCS SE as a 
whole. Thereafter, it is allocated to the lines of 
business according to Solvency II, using as weights 
the respective sums of the discounted insurance risk 
timelines. Within the insurance lines, allocations are 
made to claims and premium provisions, using the 
corresponding undiscounted provisions as weights. In 
the last step, both parts are further allocated to 
reporting segments and regions, wherein the 

corresponding IFRS claims provisions are used as 
weights.

Overview of technical provisions

Since the internal calculations are made at the level of 
reserving segments, which are different from 
Solvency II segments, the latter are based on 
appropriate allocations. The following table shows 
technical provisions for the non-life segment under 
Solvency II as per December 31, 2017, in accordance 
with the Solvency II segmentation: 
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interest rates by 1.0 percentage point would result in 
an increase of currently stated claims provisions by 
approximately 3.4 percent, and of claims provisions 
by approximately 4.0 percent. Another reason for 
deviations from currently forecast expenses can be 
future management decisions, for example with 
respect to reinsurance.

Discussion of material differences between 
Solvency II and HGB in terms of the valuation of 
technical provisions and amounts recoverable 
from reinsurance contracts

While Solvency II and IFRS are based on the best-
estimate principle, they are subject to the principle of 
prudence under HGB. To determine a market value, 
future cash flows are discounted under Solvency II. 
The material differences between the valuation of 
technical provisions under Solvency II and HGB are 
described in the following section.

Premium provisions

In the determination of premium provisions, there 
are – other than the fact that these provisions are only 
discounted under Solvency II - two main differences 

between Solvency II and HGB: the different treatment 
of future claims payments not yet due and the 
different determination of provisions for future 
claims and costs. In both cases under HGB, the 
expected share of profit from the insurance contract 
that refers to the contractual period after the balance 
sheet date, is not realized but reported as part of 
premium provisions. Under Solvency II, only the 
effectively expected future cash flows are taken into 
account in the premium provisions.

Under HGB, a premium provision is constituted only 
for the part of expected future claims and costs from 
existing insurance contracts, for which premiums are 
already due at the balance sheet date. Therefore, 
expected future not-yet-due premium income (for 
example instalments) is also not yet reported in the 
HGB balance sheet. Under Solvency II, on the other 
hand, all expected future claims and costs that are 
part of AGCS SE’s payment obligations from existing 
insurance contracts at the balance sheet date are 
taken into account. In keeping with this valuation 
approach, expected contractually agreed future 
premiums payments less expected not-yet-due 
closing expenses are deducted from the premium 
provision.

Claims provisions

Gross total Net total Risk margin Technical reservesGross
Reinsurance 
recoverables Net

2 834 378 1 375 142 1 459 236 3 031 050 1 579 405  72 722 1 652 127

 694 895  414 890

 72 722
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The provisions for expected future claims and costs 
(except acquisition expenses) under Solvency II and 
HGB are based on unearned premiums, i.e. the part of 
the premiums that concerns insurance coverage after 
the balance sheet date. In general, premiums are 
spread out pro rata temporis over the corresponding 
coverage period. Under Solvency II, the Solvency II 
unearned premiums are multiplied with the expected 
loss ratio, the expected loss adjustment expense ratio 
and the expected administrative expense and cost of 
capital ratio. Under HGB, on the other hand, premium 
provisions are based on the full amount of unearned 
premiums. In comparison to IFRS, the only deduction 
made from unearned premiums is a large part of 
commissions paid for which the corresponding 
premium components may not be transferred (cost 
deduction of 85 percent for direct business and 92.5 
percent for business assumed).

Claims provisions

There are basically no differences between case 
provisions under IFRS/Solvency II and HGB. However, 
under Solvency II, reinstatement premium provisions 
for outstanding claims under excess loss contracts 
are recorded as negative case provisions, while under 
HGB they are recognized as reinsurance receivables 
or, in the case of reinsurance ceded, as reinsurance 
payables.

Due to the prudence principle, late claims provisions 
tend to be higher under HGB than under Solvency II. 
For the relevant lines of business, late claims 
provisions are calculated using reporting year data in 
order to separate a claim year‘s newly reported claims 
from the development of already known claims. 
Depending on the insurance line, the methods used 
are slightly different. Insurance lines for which, 
because of their limited size, no separate HGB late 
claims provisions are calculated, or if the HGB 
amounts calculated are lower than the corresponding 
IFRS amounts, the IFRS amounts are posted in the 
Solvency Overview. That is why HGB provisions per 
line of business and year are always as least as high as 
the corresponding IFRS amounts.

While HGB requires no discounting except for annuity 
provisions, the present-value principle applies under 
Solvency II, i.e. all future cash flows are discounted 
with the discount curves (including volatility 
adjustments) specified by EIOPA.

Counterpart default risk

Under HGB, the claims provisions contain an 
adjustment for possible defaults on reinsurance 
receivables from already known events, for example 
in case of a dispute about the extent of coverage. 

Under Solvency II, in addition to this provision for 
events already known, the adjustment for 
counterparty default risk for events that are not yet 
known is calculated using the simplified approach in 
article 61 Solvency II CDR.

Risk margin

Under Solvency II, the risk margin reflects the capital 
cost that will be incurred as part of the fair value in a 
theoretical transfer of obligations to a third party due 
to the uncertainty of the run-off of the technical 
provisions. Solvency II assumes capital costs of 6%.

HGB requires no risk margin beyond the safety 
margins implicitly contained in the technical 
provisions; this role is assigned to the claims 
equalization reserve. 

Special HGB requirements

The following HGB reserves are not used under 
Solvency II since they are not compatible with a 
market value balance sheet: 

 � The equalization reserve according to section 29 
RechVersV: this reserve is used to equalize 
fluctuation in claims expenses over the years. In 
good years, provisions are made for above-
average claims expenses in later years.

 � Reserves similar to the equalization reserve 
according to section 30 RechVersV: these reserves 
are used to cover potential future losses from 
certain major risks (e.g. nuclear power plants).
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As a general rule, the amounts shown in the Solvency 
Overview are those according to IFRS. The valuation 
of the gross obligations mentioned above essentially 
follows that of the pension obligations and uses the 
same parameters. The only difference is the actuarial 
interest rate of 1.40 percent due to the shorter 
duration.

For the valuation of gross obligations under 
commercial law, essentially the same bases, methods 
and assumptions are used as under supervisory law. 
The only difference is the discount rate of 2.81 
percent to be applied under HGB. According to 
commercial law, it is determined as a 7-year average 
for a flat residual maturity of 15 years.

For further explanations about the bases, methods 
and assumptions for the valuation of pension 
obligations according to supervisory law and HGB we 
refer to “Pension benefit obligations“. 

The valuation differences under commercial and 
supervisory law are due to different discount rates.

Provisions for share-based compensation

The valuation difference in the amount �10 842 thou 
essentially results from provisions for share-based 
compensation schemes, which are valued at fair value 
under Solvency II, while under HGB they are carried 
for the required settlement amount at the issue date.

Pension benefit obligations

Pension benefit obligations, hereafter called pension 
provisions, include the net obligations related to the 
employee pension scheme, i.e. the pension benefit 
obligations is offset against the offsettable plan assets 
if such assets exist. To the extent that the offsettable 
plan assets exceed the pension obligations, this does 
not result in a pension provision but an excess of 
pension benefits.

AGCS SE has made pension commitments for which 
pension provisions are constituted. A part of these 
pension commitments is secured by a Contractual 
Trust Arrangement (Methusalem Trust e.V.) and a 
difference is made between different pension plans. 
For some of them, there are offsettable plan assets is 
the form of reinsurance or a capitalization product at 
Allianz Lebensversicherungs-AG. 

In the Solvency Overview, the amounts according to 
IFRS are shown, whereby all existing pension benefit 
obligations are to be classified as Defined Benefit 
Plans according to IAS 19.

Pension benefit obligations under supervisory law are 
valued according to IAS 19 and, among others, the 
following actuarial parameters:

31/12/2017 
%

Pension trend 1.50

Assumed salary increase (incl. average career trend) 3.25

The interest rate under supervisory law is, in analogy 
to IFRS, the market rate for high quality corporate 
bonds (i.e. AA minimum rating) at the balance sheet 
date; for pension obligations it is 1.80 percent. In 
derogation of the above, some of the above pension 
plans are calculated with the guaranteed rate of 
pension increase of 1 percent per year. The biometric 
base for calculations are the current 2005G mortality 
tables of Dr. Klaus Heubeck, which have been 
adjusted to reflect company-specific circumstances. 
The retirement age applied is the contractual age or 
the legal age according to the RV-
Altersgrenzenanpassungsgesetz 2007. The trust 
assets, which constitute offsettable plan assets, are 
carried at the asset value/market value.

For the valuation of gross obligations under 
commercial law, essentially the same bases, methods 
and assumptions are used as under supervisory law. 
The only difference is the interest rate to be applied. 
For the discount rate under HGB, the simplification 
option set out in section 253 (2, 2) HGB (remaining 
duration of 15 years) is used. 

Due to a change of Law in 2016, the discount rate has 
since been calculated on the basis of a 10-year 
average, instead of the 7-year average used 
previously.

This change only applies to the valuation of pension 
obligations. At the balance sheet date, a forecast flat 
interest rate of 3.86 percent was applied.

As opposed to the above rates, part of the pension 
promises are calculated with the guaranteed interest 
rate of 2.75% p.a. and – as in supervisory law – the 
guaranteed pension increase rate of 1% p.a. of these 
pension commitments. 
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insurance and intermediaries payables are generally 
recognized at their settlement amount – as under 
HGB.

Reinsurance payables

Under Solvency II, liabilities to reinsurers are also 
measured at fair value pursuant to IAS 39 and article 
14 Solvency II CDR, without taking into account 
changes in own default risk. Receivables and payables 
are netted where permitted by contract. Due to the 
short-term nature of the liabilities, discounting is 
generally not required, so that reinsurance payables 
are generally recognized at their settlement amount 
– as under HGB.

While provisions for reinstatement premiums under 
Solvency II are recognized as future payables in the 
technical provisions, they are recognized as liabilities 
to reinsurers under HGB. This results in a difference of 
�16 480 thou.

Payables (trade, not insurance)

Under Solvency II, they are measured at fair value 
pursuant to IAS 39 and article 14 Solvency II CDR, 
without taking into account changes in own default 
risk. Receivables and payables are netted where 
permitted by contract.

Under HGB, they are recoded at repayment amount.

Any other liabilities, not elsewhere shown

Other liabilities include all liabilities not shown 
elsewhere and not included in other balance sheet 
items., particularly liabilities from profit transfers and 
tax apportionments.

Under Solvency II, they are generally measured at fair 
value or at nominal value, adjusted for the probability 
of counterparty default, not talking into account the 
adjustment of the own default risk.

Under commercial law, other liabilities are recognized 
at their settlement amount.

Material changes with respect to the prior 
reporting period

Compared to the prior reporting period, there were 
neither changes in the methods used nor in the 
valuation principles or estimates in the area of other 
liabilities’.

D.4 Alternative Valuation Methods

The fair value of an asset or liability is defined as the 
price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between 
market participants at the measurement date. The 
degree of judgment used in measuring the fair value 
of financial instruments closely correlates with the 
level of non-market observable inputs. AGCS SE 
maximizes the use of observable inputs and 
minimizes the use of unobservable inputs when 
measuring fair value. Observability of input 
parameters is influenced by various factors such as 
the type of the financial instrument, whether a 
market is established for the particular instrument, 
specific transaction characteristics, liquidity as well as 
general market conditions.

Estimates and assumptions are particularly significant 
when determining the fair value of financial assets 
and liabilities for which at least one significant input is 
not based on observable market data. The availability 
of market information is determined by the relative 
trading levels of identical or similar instruments in the 
market, with emphasis placed on information that 
represents actual market activity or binding 
quotations from brokers or dealers. If no sufficient 
market information is available, management’s best 
estimate of a particular input is used to determine the 
value. For its assets and liabilities valued at fair value, 
which are not quoted in active markets, AGCS SE uses 
standard valuation methods, which correspond to the 
three methods listed in Solvency II CDR:

Market approach: Prices and other relevant 
information generated by market transactions 
involving identical or comparable assets or liabilities.

Income approach: Conversion of future amounts 
such as cash flows or income to a single current 
amount (present value technique). The fair value 
reflects current market expectations. The income 
approach includes, for example, the cash value 
method and option price models.
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Cost approach: Amount that would currently be 
required to replace the service capacity of an asset 
(replacement cost).

The appropriateness of the alternative valuation 
methods was examined.

The fair values of the following AGCS SE balance 
sheet items are determined by means of valuation 
models:

The fair value of real estate used by third parties is 
determined by means of the income approach 
because experience has shown that this is the most 
suitable method. The valuation is based on the 
discounted cash flow model.

The essential influencing factors are the leasing 
situation, contractual rent levels, operating costs as 
well as the applicable property interest rate. Valuation 
uncertainties are related to the determination of 
future cash flows, which are based on estimates of 
certain parameters such as the leasing situation and 
locally conditioned rent price changes.

In general, affiliated enterprises are valued at market 
prices for identical assets in active markets. Since 
there are no available market price quotes for the 
shares in affiliated companies including 
participations of AGCS SE, these are valued using the 
adjusted equity method, the equity method or the 
book value deduction method in accordance with 
article 13 Solvency II CDR.

In the adjusted equity method, the market price 
results from the company’s share of the excess of 
assets over liabilities in the affiliated enterprises. For 
fully consolidated companies for which a 
corresponding balance sheet is available, this is a very 
precise method that is well established in the market.

For affiliated enterprises that are not insurance or 
reinsurance undertakings, it is also possible to use the 
equity method if the adjusted equity method is not 
feasible. In this case, the intangible assets as well as 
the goodwill must be deducted from the value of the 
affiliated enterprise.

For participations that are not fully consolidated units 
and for which a valuation with quoted market prices 
or by means of the adjusted equity method is not 
possible, one of the abovementioned alternative 
valuation methods is used. In general, this is the 
income approach. 

Accordingly, the value of the participation is based on 
the two main assumptions for the expected excess 
cash flows as well as the discount rate.

If, when using the adjusted equity method, book 
values within the participations are in turn valued by 
means of models, there are uncertainties that are 
generally present in valuation models. If the 
participation is valued by means of the income 
approach, there are uncertainties in determining 
excess cash flow as well as the discount rate.

For the valuation of non-listed equity, price 
valuations provided by fund and portfolio managers 
are used. There may be valuation uncertainties due to 
inactive markets.

For the valuation of exchange-listed Government 
bonds, corporate bonds and collateralized 
securities, price quotes provided by independent 
merchants banks are used. There may be valuation 
uncertainties due to inactive markets.
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be valued by means of models, there will be valuation 
uncertainties  that are generally observed when using 
valuation models.

For the valuation of loans and mortgages, the 
income approach is used because experience has 
shown that this is the most suitable method. 
Therefore, the market value is based on the following 
assumptions: yield curves, issuer-specific spread and 
cash flow. There are valuation uncertainties due to 
inactive markets.

The fair value of derivatives is determined by means 
of the income approach, using cash value methods 
and the Black-Scholes-Merton model. The most 
important inputs for the valuation are volatilities 
generally observable in the market, yield curves 
generally observable in the market and risk premiums 
observable in the market. 

There are valuation uncertainties in the 
determination of future cash flows. In addition, the 
use of yield curves has an impact on the calculation of 
the market value.

The calculation parameters for the carrying value of 
pension benefit obligations are essentially the 
actuarial interest rate, the pension trend, the salary 
trend and biometric actuarial principles as long-term 
assumptions whose validity is regularly reviewed. The 
calculation assumptions are documented by the 
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E. Capital Management

E.1 Own Funds

Objectives, policies and processes

The capital base of AGCS SE is a central resource for 
sustainable business activity and corporate 
management. For this reason and in view of legal 
requirements, AGCS SE has set itself the objective of 
ensuring at al times an adequate capital base for the 
company and its branches. At the same time, the 
company aims for an optimally efficient capital base 
for optimizing profit in relation to the capital 
employed.

To reach these objectives, the company manages its 
capital by means of the risk tolerance defined in the 
risk strategy and the objectives, management 
principles and processes defined in the AGCS Global 
Capital Management Policy. The capital management 
processes are in turn an integral component of the 
ORSA process (see chapter B.3.6).

AGCS SE defines its risk tolerance with respect to its 
capital base in terms of a target capitalization and a 
minimum capitalization. As a component of the 
capital and dividend plan, both are reviewed in the 
annual planning process, redefined if necessary and 
approved by the Board of Management as a 
component of the risk strategy. The business plan is 
established by taking into account its impact on the 
capital base. The objective is to maintain the target 
capitalization across the planning horizon in order to 
ensure an adequate capital base, even in case of the 
occurrence of defined stress scenarios. The minimum 
capitalization is a company-internal minimum 
requirement that exceeds the legal requirements. If 
the capital base falls below the minimum 
capitalization, this regularly leads to the consideration 
of measures to bring the capital base back to the level 
of the target capitalization.

The integrated capital management approach of the 
parent company Allianz SE calls for the transfer of 
excess capital to Allianz SE, which then manages the 
own funds centrally to maximize their utilization and 
fungibility.

The capital base of AGCS SE is regularly reviewed and 
valued at least once a quarter. The valuation is made 
on the basis of identified drivers of the deviation of 

the capital base from the target capitalization and/or 
the plan. It takes into account the expected impact of 
developments and measures that might influence the 
future capitalization. All results, valuations and capital 
control measures are first reported to the Chief 
Financial Officer of AGCS SE as part of the Top Risk 
Assessment process (see section B.3.6). Thereafter, 
the Board of Management is regularly informed and, 
if necessary, capital control measures are submitted 
to the Board for approval.

During the reporting period, there were no changes 
in the methods or objectives of the capital 
management of AGCS SE.

Reconciliation of the excess of assets over liabilities 
between HGB and market value balance sheets 

The excess of assets over liabilities in the market value 
balance sheet totals �2 851 895 thou, while the 
excess of assets over liabilities in the HGB balance 
sheet (shareholders’ equity) amounts to �1 144 237 
thou. The differences between the excess of assets 
over liabilities under Solvency II (basic own funds) 
compared to HGB shareholders’ equity are due to the 
differing recognition and valuation requirements 
under the two approaches. Detailed explanations of 
the main differences in valuations of individual 
balance sheet items can be found in chapters D of 
this report. The following overview shows the main 
items for which the valuation requirements differ 
under HGB accounting and Solvency II. The table 
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Basic own funds and available own funds

Own funds in the amount of �2 851 895 thou were 
exclusively composed of basic own funds. The basic 
own funds were identical with the excess of assets 
over liabilities from the market value balance sheet. 
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underlying own funds of AGR US were impacted by 
the currency fluctuations between the US Dollar and 
the Euro and constituted the main reason for the 
reduction compared to the prior year. At the same 
time, the own funds of AGR US were affected by a 
capital repayment as well as a loss-intensive fiscal 
year.

In addition to a decrease of the participation values, 
the creation of a provision for the transfer of profit to 
Allianz SE was also responsible for the decline of own 
funds. The amount to be transferred, which was 
based on the HGB result, was �43 385 thou higher 
than the IFRS amount. This was mainly due to 
exchange rate gains, which are only realized under 
HGB.

At the same time, intangible assets were increased in 
the reporting year by the purchase of distribution 
rights in the amount of �61 389 thou and an 
additional software activation in the amount of �41 
931. According to Solvency II, these are not taken into 
account in the market value balance sheet, which 
resulted in a further decline of own funds in 2017.

Deferred taxes increased by �56 689 thou. This was 
mainly do to the different valuations in the tax 
balance sheet and the market value balance sheet, in 
particular with respect to special funds and bonds.

The asset liability management of AGCS SE enables 
matching coverage of all underwriting liabilities with 
assets to the greatest extent. In view of their duration 
and currency structure, this reduces possible 
fluctuations in the reconciliation reserve. Detailed 
explanations about the management of market risks 
are provided in chapter C.2 of this report. The 
potential volatility, which can impact the 
reconciliation reserve, stems for the most part from 
exchange rate fluctuations in the strategic 
participations of the company. 

E.2 Solvency Capital Requirements and 
Minimum Capital Requirements

Solvency capital requirements at year end 2017

For the calculation of the Solvency Capital 
Requirements, AGCS SE uses the internal model of 
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E.4 Differences between the Standard 
Formula and Any Internal Model 
Used

The internal model is used for various purposes, in 
particular for the quantification and comparison of 
different risk categories and segments. It is a 
fundamental element for risk-based, forward-looking 
control. In addition, the calculated risk capital better 
reflects the underlying business when using the 
internal model and is more suitable in comparison to 
the standard formula approach of Solvency II.

This section first describes the scope of the internal 
model and the underlying methodology, followed by 
the methods used for the aggregation of risk 
categories as well as an overview of the differences 
between the internal model and the standard 
formula.

Our internal risk capital model is based on a Value-at 
Risk (VaR) approach using a Monte Carlo simulation. 
Risk calculation begins with the market value balance 
sheet, attributing each item to relevant risk drivers 
and associated risk categories. A bond, for example, 
will be attributed to the respective market risk 
category such as interest rate risk, credit spread risk or 
currency risk as well as the credit risk category.

Risk capital is defined as the change in economic net 
fair value of assets and liabilities over the projected 
time, based on the underlying distribution 
assumptions for each risk factor. Whenever possible, 
distributions are calibrated to market data or our own 
internal historical data for, e.g., setting actuarial 
assumptions. In addition, we consider 
recommendations from the insurance industry, 

supervisory authorities and actuarial associations.

Following this approach, we determine the maximum 
loss in the portfolio value of our businesses in the 
scope of the model in a specified timeframe (holding 
period) and probability of occurrence (confidence 
level). Risk capital is computed as the 99.5 Value-at-
Risk from the profit and loss distribution for a holding 
period of one year, where in each scenario the change 
in economic value is derived from the simultaneous 
realization of all risk factors. This 200-year event is 
modeled as immediate loss shock for all balance 
sheet items.

The internal model contains a range of risk categories, 
which in turn can be subdivided into risk types. For 
each of those levels, the internal model provides risk 
figures on a stand-alone basis – i.e. before 
diversification to other risk types or categories – but 
also at an aggregated level, taking into account said 
diversification (see chapter C on aggregation). A 
more detailed description of each risk category can 
be found in chapter C. Risk Profile.

The first of the following figures shows the risk 
categories contained in the internal model. For the 
sake of comparison, the structure of the standard 
formula for all essential risk categories of AGCS SE is 
also presented in the second figure.
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For the aggregation of risks we use an industry-
standard approach based on a Gaussian copula. A 
correlation matrix defines the interdependencies 
between the risks of the copula. Wherever possible, 
we derive correlation parameters for each pair of 
market risks through statistical analysis of historical 
market data, considering quarterly observations over 
several years. In case historical market data or other 
portfolio-specific observations are insufficient or not 
available, correlations are set according to a well-
defined group-wide process. This is done by a 
dedicated internal committee, the Correlation 
Settings Committee, which combines the expertise of 
risk and business experts. We usually define 
correlation parameters such as they will represent the 
joint movement of risks under adverse conditions.

To determine our diversified risk capital, the change in 
economic value is computed for the 200-year event, 
based on the joint realization of risks, using the 
methodology described in the previous section.

A fundamental difference between the standard 
formula and the internal model is that the standard 
formula uses factor-based shock scenarios while the 
internal model derives the risk capital by simulating 
each risk driver (and its corresponding economic P&L 
impact) based on its assumed distribution and 
dependence on other risk drivers.

The following table gives an overview of the 
differences between the standard formula and the 
internal model by risk module.
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With regard to market risk, besides the differences 
listed in the table above, there is a structural 
difference between the internal model and the 
standard formula in the way they reflect volatility risk: 
while the internal model explicitly accounts for 
interest rate volatility risk and equity volatility risk, the 
standard formula accounts for this type of risk only 
implicitly in the calibration of the shock.

For non-life underwriting risk, the difference with 
respect to the risk covered by the internal model 
compared to the standard formula is very limited. The 
main categories are reflected in both models and 
there is no major risk that is covered by the standard 
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List of abbreviations

ABS                 Asset Backed Securities

AEI Allianz Equity Incentives

AG Aktiengesellschaft (Share Corporation)

AGCS                    AGCS SE and all its subsidiaries

AGCS SE              Allianz Global Corporate & Specialty SE

AGR US Allianz Global Risks US Insurance Company 

ART AG Allianz Risk Transfer Aktiengesellschaft 

BaFin                     Bundesanstalt für Finanzdienstleistungsaufsicht (German Federal Financial 
Supervisory Authority)

BoS Board of Supervisors

BSCR Basic Solvency Capital Requirement

CRisP Credit Risk Platform

CRO Chief Risk Officer

DBO Defined Benefit Obligation

ERIC Enterprise-wide Risk-based Integrated Control 

EStG Einkommensteuergesetz (German Income Tax Law)

EU European Union

FDB Future Discretionary Benefits

FX Foreign Exchange

HGB                 Handelsgesetzbuch (German Commercial Code)

HR Human Resources

IAS International Accounting Standards

IFRS                International Financial Reporting Standards

IMPC Investment Management Property/Casualty

LIR Liquidity Intensity Ratio 

MBS               Mortgage Backed Securities

MCR Minimum Capital Requirement

MVM Market Value Margin

Net operating expenses 
(in the narrow sense) 

Net operating expenses for the insurance business in the narrow sense (i.e. not 
including investment management expenses)

Net operating expenses 
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RechVersV Verordnung über die Rechnungslegung von Versicherungsunternehmen 
(German Ordinance on the Financial Reporting of Insurance Undertakings)

RoRC Return on Risk Capital

SAA Strategic Asset Allocation

SCR Solvency Capital Requirement

SE Societas Europaea (European Share Corporation)

SFCR Solvency Financial Condition Report

Solvency II CDR Commission Delegated Regulation (EU) 2015/35 of 10 October 2014 
supplementing Directive 2009/138/EC of the European Parliament and of the 
Council on the taking-up and pursuit of the business of Insurance and 
Reinsurance (Solvency II) including the corrections in Delegated Regulations 
(EU) 2016/467 of 30 September 2015,  2016/2283 of 22 August 2016 and 
2017/1542 of 8  June 2017

Solvency II Directive     Directive 2009/138/EC of the European Parliament and of the Council of 25 
November 2009 on the taking-up and pursuit of the business of Insurance and 
Reinsurance (Solvency II) in the version of 28 April 2015

SPV Special Purpose Vehicle

SVT Security Vetting Team

Technical Implementation 
Standards for Regular 
Solvency II Reporting

Commission Implementing Regulation (EU) 2015/2450 of 2 December 2015 
laying down implementing technical standards with regard to the templates for 
the submission of information to the supervisory authorities according to 
Directive 2009/138/EC of the European Parliament and of the Council including 
the corrections in the Official Journal of the European Union, L 347 of 31 
December 2015 as well as the amendments and corrections in Implementing 
Regulation (EU) 2016/1868 of 20 October 2016 and (EU)  2017/2189 of 24 
November 2017

Technical Implementation 
Standards for the SFCR                                       

Commission Implementing Regulation (EU) 2015/2452 of 2 December 2015 
laying down implementing technical standards with regard to the procedures, 
formats and templates of the solvency and financial condition report in 
accordance with Directive 2009/138/EC of the European Parliament and of the 
Council including the corrections in the Official Journal of the European Union, L 
347 of 31 December 2015 as well as the amendments and corrections in 
Implementing Regulation (EU) 2016/1868 of 20 October 2016 and (EU)  
2017/2189 of 24 November 2017

Thou Thousand

VAG Versicherungsaufsichtsgesetz  (German Law on the Supervision of Insurance 
Undertakings )

VaR Value at Risk
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Appendices

Appendix 1: Reporting Template SE.02.01.b compressed (in � thou)

Balance sheet

Solvency II value

C0010 
� thou

Assets  

Goodwill R0010 0

Deferred acquisition costs R0020 0

Intangible assets R0030 0

Deferred tax assets R0040 88 053

Pension benefit surplus R0050 0

Property, plant & equipment held for own use R0060 22 291

Investments (other than assets held for index-linked and unit-linked contracts) R0070 8 350 494

Property (other than for own use) R0080 108 603
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Solvency II value

C0010 
� thou

Liabilities

Technical provisions – non-life R0510 9 265 582

Technical provisions – non-life (excluding health) R0520 9 237 974

TP calculated as a whole R0530 0

Best Estimate R0540 9 060 837

Risk margin R0550 177 136
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Appendix 2: Reporting Template S.05.01.b (in � thou)

Premiums, claims and expenses by line of business
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Appendix 2: Reporting Template S.05.01.b (in � thou)

Premiums, claims and expenses by line of business

Line of Business for: non-life insurance and reinsurance obligations 
(direct business and accepted proportional reinsurance)

Line of Business for: non-life insurance and reinsurance obligations 
(direct business and accepted proportional reinsurance)

Medical expense 
insurance

Income protection 
insurance

Workers‘ compensation 
insurance

Motor vehicle
liability insurance

Other motor 
insurance

Marine, aviation and 
transport insurance

Fire and other damage 
to property insurance

General liability 
insurance

Credit and suretyship 
insurance

C0010 C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090

Premiums written

Gross - Direct Business R0110  5 554  3 490 0  14 494  13 861  407 508  571 474  803 551 0

Gross - Proportional reinsurance accepted R0120  5 388  1 918 0 0 0  340 358  616 953  499 123 0

Gross - Non-proportional reinsurance accepted R0130

Reinsurers' share R0140  3 340  3 884 0  14 477  13 862  562 016  817 636  789 692 0

Net R0200  7 602  1 524 0  17 -1  185 850  370 791  512 982 0

Premiums earned

Gross - Direct Business R0210  6 002  3 536 0  14 823  14 003  415 922  558 915  799 239 0

Gross - Proportional reinsurance accepted R0220  6 066  2 002 0 -12 0  351 100  625 576  463 295 0

Gross - Non-proportional reinsurance accepted R0230

Reinsurers' share R0240
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Line of Business for: non-life insurance and reinsurance obligations 
(direct business and accepted proportional reinsurance) Line of business for: accepted non-proportional reinsurance

Total

Legal expenses 
insurance

Assistance Miscellaneous 
financial loss

Health Casualty Marine, aviation, 
transport

Property

C0100 C0110 C0120 C0130 C0140 C0150 C0160 C0200

Premiums written

Gross - Direct Business R0110  1  199  138 662  1 958 794 

Gross - Proportional reinsurance accepted R0120 0   0  178 884  1 642 624 

Gross - Non-proportional reinsurance accepted R0130 0  75 705  66 023  292 032  433,760 

Reinsurers' share R0140  0    199  214 059 0  65 617  58 842  229 144  2 772 768 

Net R0200  1  0  103 487 0  10 088  7 181  62 888  1 262 410 

Premiums earned

Gross - Direct Business R0210  1  159  123 614  1 936 214 

Gross - Proportional reinsurance accepted R0220 0   0  168 644  1 616 671 

Gross - Non-proportional reinsurance accepted R0230 0  73 712  61 996  296 418  432 126 

Reinsurers' share R0240 0    167  195 928 0  64 814  55 608  234 903  2 765 285 

Net R0300  1 -8  96 330 0  8 898  6 389  
/A
ETi-15 

 
/A
1.389 7 ( ) 
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Line of Business for: life obligations
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Line of Business for: life obligations Line of Business for: life obligations Life reinsurance obligations Total

Health insurance Insurance with profit 
participation

Index-linked and unit-
linked insurance

Other life insurance Annuities stemming 
from non-life insu-

rance contracts and 
relating to health 

-
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Appendix 3: Reporting Template S.05.02.b (in � thou)

Premiums, claims and expenses by country
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Appendix 4: Reporting Template S.12.01.b

Technical reserves in life insurance and health insurance pursued similar to life insurance

This reporting template is not relevant for AGCS SE.



105Allianz Global Corporate & Specialty SE
Solvency and Financial Condition Report 2017





107Allianz Global Corporate & Specialty SE
Solvency and Financial Condition Report 2017

Appendix 5: Reporting Template S.17.01.b (in � thou)

Technical reserves – non-life insurance

Direct business and accepted proportional reinsurance Direct business and accepted proportional reinsurance

Medical expense 
insurance

Income protection 
insurance

Workers‘ compensation 
insurance

Motor vehicle
liability insurance

Other motor 
insurance

Marine, aviation and 
transport insurance

Fire and other damage 
to property insurance

General liability 
insurance

Credit and suretyship 
insurance

C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100

Technical provisions calculated as a whole R0010 0 0 0 0 0 0 0 0 0

Total Recoverables from reinsurance/SPV and Finite Re 
after the adjustment for expected losses due to 
counterparty default associated to TP as a whole

R0050 0 0 0 0 0 0 0 0 0

Technical provisions calculated as a sum of BE and RM

Best Estimate

Premium provisions

Gross - Total R0060 9 179 1 020 0 4 116 3 861 96 242 438 398 326 498 0

Total recoverable from reinsurance/SPV and Finite Re 
after the adjustment for expected losses due to 
counterparty default

R0140 1 613 246 0 3 805 3 578 59 222 230 612 158 823 0

Net Best Estimate of Premium Provisions R0150 7 566 774 0 311 283 37 020 207 786 167 675 0

Claims provisions

Gross - Total R0160 11 293 5 108 0 7 357 11 401 1 460 316 1 261 973 4 038 498 0

Total recoverable from reinsurance/SPV and Finite Re 
after the adjustment for expected losses due to 
counterparty default

R0240 1 739 3 674 0 8 680 8 814 1 010 418 848 296 2 229 493 0

Net Best Estimate of Claims Provisions R0250 9 554 1 434 0 -1 323 2 587 449 898 413 677 1 809 005 0

Total Best estimate - gross R0260 20 472 6 128 0 11 473 15 262 1 556 558 1 700 371 4 364 996

Total Best estimate - net R0270 17 120 2 208 0 -1 012 2 870 486 918 621 463 1 976 680 0

Risk margin R0280

413 677
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Direct business and accepted proportional2 0insuranceAccepted non-proportional2 0insuranceTotal2Non-Life obligationLegal2expenses insu-ranceAssistanceMiscellaneous financial2lossNon-proportional health2 0insuranceNon-proportional casualty2 0insuranceNon-proportional marine, aviation and transport2 0insurance Non-proportional property2 0insuranceC0110C0120C0130C0140
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Gross undiscounted Best Estimate Claims Provisions - (absolute amount)

Development year

Year 0 1 2 3 4 5 6 7 8 9 10 & +

C0200 C0210 C0220 C0230 C0240 C0250 C0260 C0270 C0280 C0290 C0300

Prior R0010 585 587

N-9 R0160 1 327 857 1 032 815 823 496 652 788 375 573 236 163 173 726 181 939 141 789 120 983

N-8 R0170 1 311 052 1 301 670 950 716 721 006 529 739 420 028 253 092 185 438 135 604

N-7 R0180 2 048 990 1 293 565 965 983 718 055 423 712 317 067 260 467 160 497

N-6 R0190 2 111 238 1 457 529 955 500 676 107 478 284 323 185 247 220

N-5 R0200 2 203 773 1 381 746 977 191 700 216 488 762 338 733

N-4 R0210 1 731 246 1 323 285 942 764 661 299 427 742

N-3 R0220 2 255 122 1 730 650 904 957 602 996

N-2 R0230 2 295 642 1 687 327 1 118 636

N-1 R0240 2 393 913 1 674 636

N R0250 2 913 861

Year end  
(discounted data)

C0360

R0100 574 058

R0160 115 186

R0170 130 889

R0180 154 160

R0190 236 809

R0200 323 112

R0210 411 963

R0220 579 939

R0230 1 