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Executive summary 

Background

MetLife EU Holding Company Limited (the Company) is an Irish incorporated entity domiciled in Ireland 
and its principal activity is to serve as a holding company for European domiciled subsidiaries of MetLife, 
Inc. 

On 1 January 2016, a new European wide regulatory regime for insurance companies (Solvency II) came 
into force, requiring the Company for the first time to report on a consolidated Solvency II basis on behalf 
of itself and its subsidiaries (the Group). The Group operates its insurance business through its major 
subsidiaries MetLife Europe d.a.c. (MetLife Europe), MetLife Europe Insurance d.a.c. (MetLife Europe 
Insurance), MetLife Life Insurance S.A. (MetLife Greece) and MetLife Towarzystwo Ubiezpieczen na 
Zycie i Reasekuracji S.A. (MetLife Poland). This report should be read in conjunction with the Solvency 
and Financial Condition Reports (SFCR) of these major subsidiaries all of which are attached as 
appendices to this report.

The purpose of this report is to satisfy the public disclosure requirements of the Group pursuant to the  
Commission Delegated Regulation (EU) 2015/35 (The Delegated Acts), the European Insurance and  
Occupational Pensions Authority (EIOPA) Final Report on Public Consultation No. 14/047, and the 
Delegated Acts supplement Directive 2009/138/EC as implemented in Ireland by the European Union 
(Insurance and Reinsurance) Regulations 2015. 
 
The SFCR is an annual public document and is available on the Company's website.

Content

The following summarises the information included in the SFCR by section and notes any material changes 
during the year.  

A - Business and performance

Significant business events

The Company paid a dividend of €241m to its parent, MetLife Global Holding Company II GmbH (MGHC 
II). The directors were satisfied that there was sufficient solvency cover to support the payment of the 
dividend. 

The Company purchased the 4% minority shareholding from American Life Insurance Company and 
International Technology and Advisory Services Limited, to become the sole owner of MetLife Europe. 

The Company sold its 40% share in the joint venture UBB-MetLife Zhivotozastrahovatelno Drujestvo A.D. 
(Bulgaria joint venture). The agreement to sell was signed on 29 December 2017 and the sale closed on 
15 March 2018.

In January 2017, MetLife Europe announced the closure of the agency distribution channel in its Spanish 
branch and the merger of the executive management teams of the Czech and Slovakian branches. 

In July 2017, MetLife Europe closed its UK Wealth Management unit linked business to new business 
and refocused its strategy within the UK to drive the growth of its group life and individual protection 
businesses. 
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The Boards of the major subsidiaries reviewed their strategies in 2016, in line with a strategic refresh 
carried out by the ultimate parent MetLife Inc. To execute its strategy MetLife Inc. has identified "enablers" 
such as leveraging digital to help drive transformation and combat customer confusion and hidden costs 
by focusing on simplifying operations and products. The Group is evaluating processes in each of its 
major subsidiaries with the view of simplifying or automating where possible to ensure it can continually 
adapt to the environment it operates in. 

The Solvency II regulatory framework was implemented on 1 January 2016. In July 2017 the Group made 
its first submission of the annual Quantitative Reporting Templates (QRTs), the Solvency Financial 
Condition Report and the Regular Supervisory Report (RSR).

Business performance

US GAAP is the common accounting basis used for all the subsidiaries of the Group and therefore the 
financial performance values reported are reported under US GAAP. The Company does not prepare 
consolidated financial statements as it has availed of the exemption from the obligation to prepare group 
accounts under Section 300 of the Companies Act 2014 whereby the Company and its subsidiaries are 
included in the consolidated accounts for a larger group drawn up by its ultimate parent entity, MetLife, 
Inc.

The USGAAP financial result remained relatively stable year on year, recording a small decrease of €3m 
to €158m (2016: €161m). 

B - Systems of governance

Governance structure and roles

The key organs of the system of governance are the Board of Directors, Executive Management and the 
various committees (when established). There has been no material changes to the systems of 
governance over the reporting period. 

The Board’s key purpose is to ensure the Company’s prosperity by directing the Company’s affairs, acting 
in the best interest of the shareholder and recognising Company obligations to third parties. In particular, 
the Board provides effective, prudent and ethical oversight of the Company and its subsidiaries.

The Board is responsible for, among other things, where relevant, reviewing and/or setting and overseeing:
• Business strategy and management
• Structure and capital
• Financial reporting and controls 
• Internal controls
• Contracts
• Board membership and other appointments
• Remuneration
• Delegation of authority
• Corporate governance
• Policies and compliance

The Corporate Governance Structure defines the key areas of authority and responsibility and establishes 
the appropriate lines of reporting. It enables an effective risk management and allows the Group entities 
to carry out their activities so as to achieve their objectives. Executive Management is responsible for 
the day-to-day running of the Group entities and is led by the Chief Executive Officer (CEO). 
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Some members of the Company Board are also directors of the Group's major subsidiaries MetLife 
Europe, MetLife Europe Insurance, MetLife Greece and MetLife Poland, and there is appropriate 
interaction with the Boards of Directors of all entities within the Group, proactively requesting information 
and challenging the decisions in the matters that may affect the Group. The Board of Directors is 
responsible for the effectiveness of the Group's risk management system.

Fit and proper requirements

The Company’s Fitness and Probity Policy (the Policy) sets out the minimum standards, in compliance 
with the relevant standards and legislation, to ensure that a person who is a Responsible Person, has 
the necessary qualities and competence in order to allow them to perform the duties and carry out the 
responsibilities of their position within the Company and its subsidiaries. The qualities and competence 
relate to the integrity demonstrated by a Responsible Person in personal behaviour and business conduct, 
soundness of judgement, a sufficient degree of knowledge and experience and appropriate professional 
qualifications.

Risk management and internal controls

The Risk Management Framework (the Framework) sets out the approaches to risk management and 
structure to be followed by all associates in the Group in their capacity as executives, management and 
staff.

The key objectives of the Framework are to:
• Promote a strong risk culture across the Group;
• Ensure consistent, systematic management of risks across all businesses, operations and risk 

types; and
• Enable decision makers to direct  resources efficiently to attractive business opportunities that 

are within the Board’s risk appetite.

A key element of risk management is the Own Risk and Solvency Assessment (ORSA). The Group ORSA 
process is based on the preparation of individual ORSAs for each insurance subsidiary, and captures all 
the material risks that each subsidiary faces or may face in the future in the execution of its business 
plans. The Group ORSA process is run in its entirety at least annually and without delay following any 
significant change in the risk profile of any of the subsidiaries, and is reviewed and approved by the Board 
following the recommendations of the subsidiaries' executive members. The ORSA is integrated into the 
management processes and decision making process at the Group level. 

The Company’s control framework promotes the importance of having appropriate internal controls and 
ensuring that all associates are aware of their role in the internal control system. The control framework 
sets out clear standards for the design, operation, validation and oversight of the system of internal control. 
It defines how effective internal control is achieved through joined responsibilities of the general managers 
and the Heads of Functions.

C - Risk profile

The Group is exposed to underwriting, market, credit, liquidity and operational risk. Overall the risk profile 
remained relatively stable over the year with risk exposures moving in line with business mix and volumes 
and changes in reinsurance treaties. The closure of the UK Wealth Management unit linked business to 
new business in 2017 has not resulted in any significant change in the current risk profile of the Group. 
However, over time the run off of this business will result in a reduction in risk exposures, in particular 
market risk. All subsidiaries also continue to manage their inforce blocks of business to reduce the 
exposure to market and credit risk, in line with MetLife Inc. strategy.

The Group is exposed to underwriting risks in its businesses, including mortality risk, longevity risk, 
morbidity risk, policyholder-behaviour risk, and expense risk due to the nature of its subsidiaries. These 
risks are identified and assessed as part of the product development process, in which appropriate 
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underwriting conditions are defined for all underwriting risks associated with the insurance policies over 
their whole life cycle on an entity level. Underwriting risks are primarily mitigated through diversification 
and single-exposure limits for different components such as mortality and invalidity. Risks in excess of 
such limits can be accepted but must be reinsured. Catastrophe reinsurance is used to limit the total loss 
that can be incurred as the result of single events, and to manage risk concentrations.

The Group is exposed to market risks, including interest rates due to timing differences of asset and 
liability cash flows and basis differences between valuation rates, different currencies, credit spreads, 
and, indirectly, equity markets through revenues that depend on the value of investments covering unit-
linked policies and positions held to facilitate policyholder transactions. These risks coming from the 
separate subsidiaries and are identified and assessed as part of the Asset Liability Matching (ALM) 
process, in which all balance sheet values are mapped to their relevant market drivers. Market risks are 
primarily mitigated through managing and monitoring risks on an entity level. Alignment of assets and 
liabilities, in particular in terms of timing of cash flows and currencies is taking place while exposure to 
changes in credit spreads are mitigated by investing in a diversified and high-quality investment portfolio. 
Equity exposures from the book of unit-linked policies are managed through product design and selection 
of suitable investment funds.

The Group is exposed to credit risks (i.e. the risk of a value decrease of assets or increase of liabilities 
due to the default of third parties, or the increase of the probability of such a default and/or the associated 
loss). Exposure to credit risk comes from the investment portfolio of each subsidiary. Credit risks are 
primarily mitigated through asset allocation, diversification and single-exposure limits. For counterparty 
exposures, the Company may require the placement of collateral.

The Group is exposed to liquidity risks where it is obliged to settle liabilities at short notice and assets 
cannot be liquidated at all or only with very significant haircuts. Given the long-term nature of its business, 
there are only very few areas in which liquidity risk can arise. These risks are identified and assessed as 
part of every subsidiary’s ALM process. The exposures to market risks have been stable over the course 
of the reporting period. Liquidity risks are primarily mitigated through asset allocation, diversification and 
single-exposure limits, and by avoiding entering obligations to provide liquidity to counterparties.

The Group is exposed to operational risk consistent with other financial institutions, including the impact 
of changes in the regulatory and legal environments, the dependency on multiple internal and external 
operators for investment activities as an example, and complex modelling for financial reporting and 
solvency reporting. Operational risks are identified and assessed with regards to their frequency and 
potential impact as part of the risk management process, in which risks and controls are documented by 
risk owners and validated by the risk management function. Operational risk is derived both by the 
Subsidiaries and Group operating processes.

D - Valuation for solvency purposes 

Assets

Assets are valued at fair value for Solvency II. This represents the amounts for which the assets could 
be exchanged between knowledgeable willing parties in an arm’s length transaction. As already noted 
in Section A, the Company has availed of an exemption under Section 300 of the Companies Act 2014 
to produce consolidated financial statements and therefore the Company's IFRS financial statements 
are prepared on an unconsolidated basis. As a result this section describes the accounting policies applied 
for Group Solvency II reporting purposes.

Technical Provisions

The technical provisions correspond to the current amount the Group would have to pay if it were to 
transfer its insurance obligations immediately to another Undertaking.  The value of technical provisions 
are equal to the sum of a best estimate liability and a risk margin. The best estimate corresponds to the 
probability weighted average of future cash-flows taking account of the time value of money. The cash-
flow projections reflect the expected realistic future demographic, legal, medical, technological, social 
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and economic developments over the lifetime of the insurance and reinsurance obligations. The risk 
margin is an adjustment that captures the cost of holding the non-hedgeable part of the Solvency Capital 
Requirement (SCR) over the lifetime of the policies in force. 

The calculation of amounts recoverable from reinsurance contracts follow the same principles and 
methodology as presented above for the calculation of other parts of the technical provisions.

Gross technical provisions decreased by €478m from €12.65b in 2016 to €12.17b in 2017. The change 
in gross technical provisions is driven principally by “organic” changes in relation to new business, actual 
experience and market movements (e.g. interest rates, foreign, exchange rates), and roll-forward of the 
technical provisions on the in-force business (release of cash flows and risk margin, unwind of discount 
rate). These decreases were partially offset by an increase in provisions due to modelling, methodology 
and assumption updates.

E - Capital management 

Capital Management Policy

Capital planning is carried out quarterly. Dividends are paid from subsidiaries to the Company in line with 
the capital plan as appropriate, taking into account any local legal or regulatory restrictions. Once paid 
into the Company the current practice is to release these dividends to the parent company.

There has been no material changes to capital management policy over the reporting period. 

Own funds and Solvency Capital Requirement

The Solvency Capital Requirement (SCR) is calculated using the standard formula approach. This method 
is on a modular approach consisting of a core of life, non-life, market, health and counterparty default 
risks with associated sub-modules. These are aggregated using correlation matrices, both at the sub-
module and the main module level. The capital charges use stresses for each of the individual risks as 
calibrated by EIOPA. EIOPA also provides the standard correlation matrices for the purpose of 
aggregation. The operational risk component and adjustments for the risk absorbing effect of future profit 
sharing and deferred taxes are then allowed for, to give the overall SCR.
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The own funds, SCR, solvency ratio and Minimum Capital Requirement (MCR) are as follows:

2017 2016 Movement
€'m €'m €'m

Total Own Funds 1,829 1,978 (149)

Less Restrictions:
Deferred Tax Assets 67 63 4
Minority Interest 3 25 (22)

Total Eligible Own Funds for SCR 1,759 1,890 (131)

SCR 987 955 32

Solvency Ratio 178% 198% (20)%

Total Eligible Own Funds for MCR 1,738 1,864 (126)

MCR 381 394 (13)

Eligible Own funds decreased by €131m from €1,890m in 2016 to €1,759m in 2017. This is primarily due 
to the dividend payment (€241m) and buyout of minority interest for MetLife Europe (€42m) partially offset 
by the impact of business growth, capital markets and assumption updates mainly in MetLife Europe. 

The SCR increased by €32m from €955m in 2016 to €987m in 2017. This is primarily driven by an increase 
in MetLife Europe's SCR. The key drivers of this were changes in the business and capital market 
movements throughout the year, offset by the introduction of catastrophe reinsurance treaties (in UK and 
France) and assumption updates. Partially offsetting the increase to the Group SCR was the dividend 
payment to the Company's parent (MGHC II), which reduced the Currency, Spread and Counterparty 
Default risk. As a result, the solvency ratio decreased by 20% from 198% in 2016 to 178% in 2017.

The Group has had own funds in excess of both the SCR and MCR requirements over the reporting 
period.

Appendix

This includes all public Quantitative Reporting Templates (QRTs).

Approval

The SFCR has been approved by the Board of Directors on 12 June 2018.
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A   Business and performance 

A.1   Business 

A.1.1   Overview 

As noted in the Executive summary, MetLife EU Holding Company Limited (the Company) is an Irish 
incorporated entity domiciled in Ireland and its principal activity is to serve as a holding company for 
European domiciled subsidiaries of MetLife, Inc. The Group is regulated by:

Central Bank of Ireland (CBI)
New Wapping Street,
North Wall Quay,
Dublin 1

The Group operates its insurance business through its major subsidiaries MetLife Europe, MetLife Europe 
Insurance, MetLife Greece and MetLife Poland, details of which are outlined in the next Section 1.2 Group 
structure. MetLife Europe and MetLife Europe Insurance's regulatory supervisor is the CBI. MetLife 
Greece's regulatory supervisor is the Bank of Greece (BOG) and MetLife Poland's regulatory supervisor 
is the Komisja Nadzoru Finansowego (KNF).

The Group's external auditor is Deloitte, whose address is:

Deloitte Ireland LLP
Chartered Accountants and Statutory Audit Firm
Deloitte House
Earlsfort Terrace
Dublin 2

The underwriting performance for the Group's significant lines of business in its material insurance 
subsidiaries are noted in section A2.
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A.1.2   Group structure 

The Company is wholly owned by its immediate parent company MetLife Global Holding Company II 
GmbH ("MGHC II"), a company incorporated in Switzerland and its ultimate parent company is MetLife, 
Inc., a company domiciled in the United States of America.

The major insurance subsidiaries of the Group are depicted in the simplified structure as follows:

MetLife Europe 

MetLife Europe is an Irish incorporated entity domiciled in Ireland and is authorised by the CBI to transact 
life assurance business in life classes I, III, IV and VI and non-life classes 1 and 2 under the European 
Union (Insurance and Reinsurance) Regulations 2015. MetLife Europe has branches in the United 
Kingdom, Italy, Spain, Portugal, France, Czech Republic, Slovakia, Romania, Hungary, Cyprus and 
Bulgaria. It operates via Freedom of Service (FOS) in Poland, Greece, Norway, Germany, Austria, and 
the Netherlands. It also has a wholly owned subsidiary in the UK, MetLife Pension Trustees Limited.

MetLife Greece 

MetLife Greece is a Greek incorporated entity domiciled in Greece and is authorised by the BOG to 
underwrite life assurance business in life classes I, III, VII and non-life classes 1 and 2 under national 
legislation. MetLife Greece owns 90% of the outstanding issued share capital of MetLife Mutual Fund 
Management Company S.A., a company that is also incorporated in Greece. 

MetLife Poland 

MetLife Poland is a Polish incorporated entity domiciled in Poland and is authorised by the KNF to 
underwrite life assurance business in life classes I, II and III under national legislation. It also operates 
via Freedom of Services (FOS) in Latvia and Lithuania. MetLife Poland wholly owns three subsidiaries 
MetLife Services Sp. z.o.o. (Poland), MetLife Towarzystwo Funduszy Inwestycyjnych S.A. (Poland) and 
MetLife Powszechne Towarzystwo Emerytalne S.A. (Poland). 

MetLife Europe Insurance 
 
MetLife Europe Insurance is an Irish incorporated entity domiciled in Ireland and is authorised by the CBI 
to transact non-life insurance businesses in non-life classes 1, 2, 8, 9, 16 and 18 under the European 
Union (Insurance and Reinsurance) Regulations 2015. It has branches across Europe in Spain, Portugal, 
Italy, France, Slovakia, Czech Republic and Romania. It also provides insurance and reinsurance services 
in Germany, Austria, Greece, Poland, Russia and the UK.
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Non insurance entities and joint ventures

The Group also consists of a number of non insurance subsidiaries which include pension funds, service 
entities and one joint venture, Hellenic Alico Life Insurance Company Limited (Cyprus joint venture). 
Further details on these entities can be seen in the detailed structure as follows: 

Detailed structure
 

Group consolidation

For Solvency II reporting purposes the Group is consolidated under Method 1 accounting consolidation-
based method, using risk-free rates with no volatility adjuster or transitional measures. Full consolidation 
is applied to all wholly-owned subsidiaries of the Company. The joint venture is valued using the adjusted 
equity method. Full diversification of risk is allowed for MetLife Europe, MetLife Europe Insurance, MetLife 
Poland and MetLife Greece, but not the smaller entities as this is not deemed material.

The Company does not prepare consolidated financial statements as it has availed of the exemption from 
the obligation to prepare group accounts under Section 300 of the Companies Act 2014 whereby the 
Company and its subsidiaries are included in the consolidated accounts for a larger group drawn up by 
its ultimate parent entity, MetLife, Inc. The accounts of MetLife, Inc. are prepared in accordance with US 
GAAP and have been prepared in a manner equivalent to consolidated accounts in accordance with the 
provisions of the Seventh Directive (83/349 EEC). 

As such the material differences between the Group results reported for Solvency II and the Company's 
financial statements are due to consolidation adjustments and the inclusion of the subsidiaries assets 
and liabilities. 
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A.1.3   Significant business and external events 

The Solvency II regulatory framework was implemented on 1 January 2016. In July 2017 the Group made 
its first submission of the annual Quantitative Reporting Templates (QRTs), the Solvency Financial 
Condition Report and the Regular Supervisory Report (RSR). In addition, throughout 2017 the Group 
continued to submit all required reporting to the CBI.

In January 2017, MetLife Europe announced the closure of the agency distribution channel in its Spanish 
branch and the merger of the executive management teams of the Czech and Slovakian branches. 

In July 2017, MetLife Europe closed its UK Wealth Management unit linked business to new business 
and refocused its strategy within the UK to drive the growth of its group life and individual protection 
businesses.

In December 2017, the Company purchased the 4% minority shareholding from American Life Insurance 
Company and International Technology and Advisory Services Limited, to become the sole owner of 
MetLife Europe. 

Also in December 2017, the Company paid a dividend of €241m to its parent, MetLife Global Holding 
Company II GmbH (MGHC II). The directors are satisfied that there was sufficient solvency cover to 
support the payment of the dividend. 

On 29 December 2017, the Company agreed to sell its 40% share in the joint venture UBB-MetLife 
Zhivotozastrahovatelno Drujestvo A.D. (Bulgaria joint venture). The sale closed on 15 March 2018.
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 A.1.4   Total performance 

US GAAP is the common accounting basis used for all the subsidiaries of the Group and therefore the 
the financial performance values reported throughout Section A of this document are reported under US 
GAAP.

As mentioned previously in section A1.2, the Company has an exemption from preparing consolidated 
financial statements. The following sets out quantitative information on the Group's total performance for 
the year with a comparative to 31 December 2016. 

Adjusted earnings is defined as adjusted income less adjusted expenses, both net of income tax. It 
excludes the impact of market volatility, which could distort trends, and income and costs related to non-
core products and divested businesses and certain entities required to be consolidated under USGAAP. 
Adjusted income also excludes net investment gains (losses) and net derivative gains (losses).  Analysis 
is provided in the following sections:

Total performance
Section 
reference 2017 2016

USGAAP €'m €'m
Adjusted
Underwriting result A.2.1 295 270
Investment income A.3.1 192 203
Other income A.4 75 72
Expenses A.4 (306) (313)
Tax A.4 (47) (42)
Total adjusted earnings 209 190

Non-adjusted
Investment income A.3.1 526 756
Interest credited to policyholder account balances A.4 (515) (725)
Guaranteed fees net of reinsurance A.4 (3) (10)
Foreign exchange (loss)/gain A.4 (12) 6
Expenses A.4 (41) (29)
Tax A.4 (6) (27)
Total non-adjusted earnings (51) (29)

Profit for the financial year 158 161
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A.2   Underwriting performance 

A.2.1   Underwriting performance against prior year by line of business 

The following is quantitative information on the Group's underwriting performance at an aggregate level 
and by Solvency II line of business: 

Health 
Insurance

Insurance 
with profit 

participation

Index 
linked and 
unit linked

Other life 
insurance

Non-life 
insurance Total

USGAAP 2017 €'m €'m €'m €'m €'m €'m

Net earned premium 348 124 — 481 78 1,031
Fee income 2 24 139 1 — 166
Total premium and fee 
income

350 148 139 482 78 1,197

Benefits and claims
incurred (129) (315) — (325) (29) (798)
Change in technical
provisions 27 108 (16) 114 — 233
Total policyholder 
benefits

(102) (207) (16) (211) (29) (565)

Commission (81) (6) (49) (105) (20) (261)
Other variable expenses (27) (11) (1) (60) (3) (102)

Total variable expenses (108) (17) (50) (165) (23) (363)

Deferred acquisition costs (9) 10 24 (2) 3 26

Underwriting result 131 (66) 97 104 29 295
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A.2.1 Underwriting performance against prior year by line of business (continued)

Health 
Insurance

Insurance 
with profit 

participation

Index 
linked and 
unit linked

Other life 
insurance

Non-life 
insurance Total

USGAAP 2016 €'m €'m €'m €'m €'m €'m

Net earned premium 287 197 — 447 77 1,008
Fee income 4 21 147 1 — 173
Total premium and fee 
income 291 218 147 448 77 1,181

Benefits and claims
incurred (65) (336) — (292) (29) (722)
Change in technical
provisions 1 71 (15) 103 1 161
Total policyholder 
benefits (64) (265) (15) (189) (28) (561)

Commission (83) (28) (49) (94) (19) (273)
Other variable expenses (25) (12) (1) (56) (2) (96)

Total variable expenses (108) (40) (50) (150) (21) (369)

Deferred acquisition costs 2 5 10 4 (2) 19

Underwriting result 121 (82) 92 113 26 270

The 2017 underwriting profit of €295m increased by €25m from €270m in the prior year. Primarily driven 
by favourable underwriting in accident and health in MetLife Greece, favourable claims experience in 
Poland and growth in group and individual protection in MetLife Europe.

The insurance with profit participation line of business is largely in run off. The negative underwriting 
result is due to the cost of meeting the significant levels of investment guarantees historically associated 
with this business. The offsetting investment income is not reported in the underwriting result. As the line 
of business is largely in run-off, the relative contribution to the Group's results is expected to fall over 
time.

For more detail by solo entity see section A2.2.



      16

A.2.2   Underwriting performance against prior year by solo entity 

The Group operates its insurance business through its major insurance subsidiaries. The underwriting 
performance of these entities is set out in the table below:

MetLife Europe MetLife Poland MetLife Greece
MetLife Europe 

Insurance

2017 2016 2017 2016 2017 2016 2017 2016
USGAAP €'m €'m €'m €'m €'m €'m €'m €'m

Premium and fee
income 875 817 189 220 114 111 19 18
Benefits and claims
incurred (382) (348) (105) (121) (77) (85) (1) (1)
Variable expenses (303) (266) (29) (68) (25) (23) (7) (6)
Deferred acquisition
costs 62 45 (38) (29) 2 2 — 2
Underwriting result 252 248 17 2 14 5 11 13

The underwriting results are primarily driven by:

• MetLife Europe increase in premiums across its branches, particularly in the UK through group 
and individual protection business as well as in Italy and Spain.

• MetLife Poland favourable claims experience and reduction in commissions due to lower sales 
offset by decrease in premiums due to termination of contracts with two significant business 
partners.

• MetLife Greece increase in premiums primarily in Individual Accident and Health but also in the 
Group business and favourable underwriting in Accident and Health in line with new business 
strategy.
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A.3   Investment performance 

A.3.1   Investment return 

2017 2016
USGAAP €'m €'m
Adjusted investment income

Non unit-linked fixed interest securities
Net interest income 194 207
Investment management expenses (5) (6)

Other
Mortgage loan income 3 2
Total adjusted investment income 192 203

Non-adjusted investment income

Unit-linked assets
Dividend income 138 102
Net interest income 8 12
Realised gains 281 208
Unrealised gains 103 445
Investment management expenses (4) (5)

Non unit-linked fixed interest securities
Realised gains — 16

Other
Net gain/(losses) from derivatives — (22)
Total non-adjusted investment income 526 756
Total investment return 718 959

The 2017 investment return of €718m decreased by €241m from prior year. This is mainly driven by the 
non-adjusted investment income decrease of €230m which was primarily due to compressed UK equity 
markets reducing the level of unrealised gains. 

A.3.2   Gains recognised in equity 

2017 2016
USGAAP €'m €'m
Investment gains recognised directly in equity 527 597

The gains reflect the accumulation of the movements from amortised cost to fair value on available for 
sale financial assets. They are disclosed in equity in USGAAP. 
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A.3.3   Investments in securitisations

The Group has no investments in securitisations.

A.4   Performance of other activities 

The other income and expenses of the Group for the year are set out below:

2017 2016
USGAAP €'m €'m
Performance of other activities
Adjusted
Other income 75 72
Expenses (306) (313)
Tax (47) (42)
Total adjusted Other Activities (278) (283)

Non-adjusted
Foreign exchange gain/(loss) (12) 6
Guaranteed fees net of reinsurance (3) (10)
Interest credited to policyholder account balances (515) (725)
Expenses (41) (29)
Tax (6) (27)
Total non-adjusted Other Activities (577) (785)
Net results from Other Activities (855) (1,068)

Net results from Other Activities have decreased by €213m from €1,068m to €855m mainly driven by: 

• Interest credited to policyholder account balances decreased by €210m due to decrease in 
unrealised gains on unit linked assets (see section A.3.1);

• Non-adjusted tax decreased by €21m in 2017 mainly due to lower policyholder tax on the UK 
unit-linked business. This tax offsets against the related unit linked investment income and the 
‘interest credited to policyholder account balances’; 

• Offset against increase in non-adjusted expenses due to restructuring costs mainly in the UK.
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A.5   Any other information 

A.5.1   Material transactions during the year 

All intra-group operations and transactions are at arm’s length as it would be if the operations and 
transactions were with a third party.

Materiality for significant transactions is at least 5% of the lowest solo SCR directly or indirectly involved 
in the transaction.

Material intra-group costs during the year

Internal cost sharing between the Group entities is primarily managed through MetLife Europe Services 
Limited (MESL) and the MetLife Services European Economic Interest Group (MetLife EEIG). MetLife 
EEIG is the administrative entity responsible for recharging the costs. The costs recharged relate to 
Solvency II, actuarial support, information technology and investment management services. The MetLife 
EEIG is only applicable to EU resident operations.

The table below provides a list of significant intra-group transactions entered into by the Group entities 
during 2017. The transactions are aggregated at an entity level.

Intra-Group transactions during 2017
To: From: €'m
MetLife Europe d.a.c. MetLife Europe Services Limited 65
MetLife Europe d.a.c. MetLife EEIG 29
MetLife Europe d.a.c. MetLife EEIG 25

MetLife EEIG 6
MetLife Europe d.a.c. MetLife Europe Services Limited 4
MetLife Europe d.a.c. MetLife Europe Services Limited 4
MetLife Europe d.a.c. MetLife EEIG 4
MetLife Europe Insurance d.a.c. MetLife EEIG 2

Material capital transactions during the year

The table below provides a list of significant intra-group capital transactions entered into by Group entities 
during 2017. It details the significant dividend payments made between group entities during the year 
and other significant transactions.

Dividends paid within the Group
To: From: €'m

MetLife EU Holding Company Limited MetLife Europe d.a.c. 222

MetLife EU Holding Company Limited 32
MetLife Powszechne Towarzystwo
Emerytalne S.A. 9

Payables within the Group - related to share purchase agreement and mergers
To: From: €'m
MetLife Europe d.a.c. MetLife EU Holding Company Limited 50



A.5.2   Leases 

The Group does not hold any material leases.

A.5.3   Events after reporting

On 15 March 2018, the sale of the Company's 40% share in the joint venture UBB-MetLife 
Zhivotozastrahovatelno Drujestvo A.D. (Bulgaria joint venture) closed.

On 26 March 2018, the Company converted a €50.4m intercompany payable with MetLife Europe to an 
interest bearing ten year loan.
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B   System of governance 

B.1   General information on the system of governance 

B.1.1   Governance structure 

A consistent governance structure is in place across the Group supporting clear decision making, roles 
and responsibilities. The Company Directors’ Handbook (the Handbook) describes the structure and role 
of the Company's Board and Executive. The Handbook ensures that there is a common understanding 
of the following:

• Key organs (i.e. the Board, Executive Management and committees) and their roles;
• The membership of the Board, its role, the frequency of meetings and the process for making 

changes to Board membership; 
• Where applicable, the membership of each Board committee, each committee’s role, the 

frequency of meetings and how changes to membership are effected; 
• Who is empowered to act on behalf of the Company and in what capacity and to what extent; 

and 
• How certain key individuals are appointed and resign or are removed. 

The governance structure defines the key areas of authority and responsibility and establishes the 
appropriate lines of reporting. It enables an effective risk management and allows the Group entities to 
carry out their activities so as to achieve their objectives.

Executive Management is responsible for the day-to-day running of the Group entities and is led by the 
Chief Executive Officer (CEO). The following chart indicates the positions of key function holders within 
the Board and Executive team and how they are led by and report to the CEO.

Figure: Executive management organisational structure
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B.1.2   Role of the Board 

The Board’s key purpose is to ensure the Company’s prosperity by directing the Company’s affairs, acting 
in the best interest of the shareholder and recognising Company obligations to third parties.  In particular, 
the Board shall provide effective, prudent and ethical oversight of the Company and its subsidiaries.

The Board is responsible for, among other things, reviewing and/or setting and overseeing:

• Business strategy and management
• Structure and capital
• Financial reporting and controls 
• Internal controls
• Contracts
• Board membership and other appointments
• Remuneration
• Delegation of authority
• Corporate governance
• Policies and compliance

Some members of the Company Board are also directors of the Groups major subsidiaries MetLife Europe, 
MetLife Europe Insurance, MetLife Greece and MetLife Poland, and there is appropriate interaction with 
the Boards of Directors of all entities within the Group, proactively requesting information and challenging 
the decisions in the matters that may affect the Group. The Board of Directors is responsible for the 
effectiveness of the risk management system of the Group. 

Delegation to management

The Board may delegate certain matters by board resolution, by terms of reference to committees of the 
Board or by power of attorney to specific individuals to act on behalf of the Board in respect of certain 
matters. Where the Board delegates authority it monitors the exercise of this delegated authority. 

Meetings of the Board, Board working sessions and Board training sessions

The Board endeavours to meet at least four times a year, with members attending in person where 
possible. All Board meetings are arranged through the company secretary and the Chairman. Minuting 
of all Board meetings follows an established Board/Committee minute review process.

B.1.3   Role of Directors 

The role of the director shall include the following:

• participate actively in constructively challenging and developing strategies proposed by the 
executive team;

• participate actively in the Board’s decision making process; and
• exercise appropriate oversight over execution of agreed goals and objectives and monitor 

reporting of performance.
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B.1.4   Matters reserved for the Board 

Strategy and management

• Responsibility for the overall management of the Company. 
• Approval of the Company’s strategy and commercial objectives.
• Approval of the Company’s business plans and any deviations to them.
• Oversight of the Company’s operations ensuring:

– Competent and prudent management;
– Sound planning;
– An adequate system of internal control;
– Adequate accounting and other records; and
– Compliance with statutory and regulatory obligations.

• Review of the performance of the Company in the light of the Company’s strategy, commercial 
objectives and business plans and ensuring that any necessary corrective action is taken.

• Extension of the Company’s activities into new businesses or geographic areas.
• Any decision to cease to operate all or any material part of the Company’s businesses.
• Any decision regarding funding of subsidiaries.

Structure and capital

• Changes to the Company’s corporate structure.
• Changes to the Company’s management and control structure.
• Changes relating to the Company’s capital structure, including share issuances and reduction in 

capital.

Financial reporting and controls

• Approval of the annual report and accounts.
• Approval of the dividend policy.
• Declaration of any interim dividend and recommendation of any final dividend.
• Approval of any significant changes in accounting policies or practices.
• Approval of regulatory returns.
• Approval of any external auditor fees.

Internal controls

• Ensuring maintenance of a sound system of internal control and risk management including:
– Approving an appropriate statement for inclusion in the annual report; and
– Approval of any internal audit plan.

• Reviewing the effectiveness of the Company’s risk and control processes.
• Approval of the Risk Management Framework.

Non-insurance contracts

• Material capital expenditures by nature or amount (materiality to be determined by the Head of Legal). 
Note: Material includes, but is not limited to, total consideration in excess of €7,500,000.

• Material contracts by nature or amount entered into by the Company (materiality to be determined 
by the Head of Legal). Note: Material includes, but is not limited to, total consideration in excess of 
€7,500,000.
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Board membership and other appointments

• Changes to the structure, size and composition of the Board.
• Ensuring adequate succession planning for the Board and senior management.
• Appointments to, and removals from, the Board (including non-executive directors).
• Selection and removal of the Chairman of the Board and the Chief Executive Officer.
• Membership and chairmanship of Board committees (when established).
• Continuation in office of any director at any time, including the suspension or termination of service 

of an executive director as an employee of the Company, subject to the law and their service contract.
• Appointment or removal of the Company Secretary.
• Appointment, reappointment or removal of any external auditor.

Remuneration

• Determining the Compensation Policy for independent non-executive directors, if any.

Delegation of authority

• The division of responsibilities between the Chairman, the Chief Executive Officer and other executive 
directors, which should be in writing.

• Approval of terms of reference of Board committees (when established).
• Receiving reports from Board committees on their activities (when established).
• Approval of the Company’s authorised signatories.
• Authorising individuals to grant powers of attorney.

Corporate governance

• Determining the independence of directors.
• Considering the balance of interests between shareholders, employees and customers.

Compliance

• Approval of policies where they differ from policies of the MetLife, Inc. Group.

Other

• The making of political donations.
• Prosecution, defense or settlement of litigation material by nature or in excess of €7,500,000 per 

matter (materiality to be determined by the Head of Legal).
• Approval of schedule of matters reserved for the Board.

B.1.5   Role of Chief Executive Officer (CEO) 

The Board shall appoint a Chief Executive Officer who is the most senior executive officer and has ultimate 
executive responsibility for the Company’s operations, compliance and performance.  The Chief Executive 
Officer is the main link between the executive management team and the Board and is a director of the 
Company.

B.1.6   Board committee structure 

At present there are no committees of the Board.
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B.1.7   Main roles and responsibilities of key functions 

Chief Risk Officer (CRO)

The CRO is a member of executive management and reports to the CEO. The CRO's primary responsibility 
is to the Board. The CRO shall report to the Board periodically and shall have direct access to the 
Chairman.  

The CRO is the senior executive officer with responsibility for the risk management function and for 
maintaining and monitoring the effectiveness of the Group’s risk management system. The CROs of the 
operating subsidiaries report to the Company's CRO, and chair such subsidiaries' risk committees.

Head of Compliance

The Head of Compliance is a member of executive management and reports to the CEO, with primary 
responsibility for ensuring that all entities in the Group remain compliant with applicable laws, requirements 
and regulations and with the Group’s compliance policies, procedures and programmes. The Heads of 
Compliance of the operating subsidiaries report to the Company's Head of Compliance.  

Head of Internal Audit

The Head of Internal Audit reports to the Chairman of the Board. Responsibilities include: providing input 
and challenge to management regarding the effectiveness of risk management and internal control 
processes across all entities in the Group; evaluating the design and operating effectiveness of the policies 
and processes; developing, presenting and executing appropriate risk-based audit plans in accordance 
with MetLife, Inc. global audit methodology; presenting quarterly plans for review and approval by the 
respective board or Audit Committee of the Group entities and assisting the Audit Committees' in meeting 
their fiduciary responsibilities. 

Finance and actuarial functions

The finance and actuarial functions of the Group entities report to the Chief Finance Officer (CFO), who 
is a director of the Company. These functions deliver financial planning and analysis, reporting, and 
actuarial services to the Company and its subsidiaries. Their responsibilities include general management 
input and statutory duties set out in legislation (subject also to regulation and professional guidance).

In particular, shared reporting and actuarial services supporting the CFO determine the bases, methods 
and assumptions used at group level for the valuation of assets and liabilities for solvency purposes.

B.1.8   Material changes 

Over the reporting period, there have been no material changes in the system of governance.

B.1.9   Remuneration 

The Group adopts the remuneration policy and practices determined by MetLife, Inc. The Company Board 
and the Companys' subsidiary Boards are responsible for ensuring that in adopting the policy that it is in 
line with the risk strategies of the Group and that it is consistent with and promotes sound and effective 
risk management.  The subsidiary Boards provide oversight of the remuneration policy and practices and 
ensures that these do not promote excessive risk taking. 
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Remuneration policy

MetLife, Inc.'s compensation program is designed to:

• provide competitive total compensation opportunities that will attract, retain and motivate high-
performing employees;

• align compensation plans with its short-term and long-term business strategies;
• align the financial interests of the executives with those of its shareholders through stock-based 

incentives and stock ownership requirements; and 
• reinforce the pay for performance culture by making a meaningful portion of total compensation 

variable, and differentiating awards based on company and individual performance.

MetLife, Inc. uses a competitive total compensation structure that consists of base salary, annual incentive 
awards and stock-based long-term incentive award opportunities.

Variable remuneration for eligible MetLife associates is determined by a combination of grade/seniority, 
individual performance and MetLife, Inc. group performance.  Annual variable remuneration is set as a 
target of annual base salary, with targets ranging from 5% to 70% depending on seniority.  The long term 
incentives (payable over 3 years) are only available for senior management and range from 9.8% up 
to 90% of base salary.  Each year individual and corporate performance can result in variations in these 
amounts. These measures are in place to promote prudent and effective risk management and not to 
promote excessive risk taking.

The Company and its subsidiaries do not provide supplementary pension schemes (i.e. superior 
conditions for some individuals) or early retirement schemes for members of the Board or other key 
function holders.

B.1.10   Material transactions with related parties 

Material transactions with shareholder

The Company paid dividends of €241m to its parent, MetLife Global Holding Company II GmbH (MGHC 
II) during the year.

The Company purchased the 4% minority shareholding from American Life Insurance Company and 
International Technology and Advisory Services Limited, to become the sole owner of MetLife Europe. 

Other intra group balances and transactions are set out in Section A.5.1.

Material transactions with persons who exercise a significant influence

There were no material transactions with any persons who exercise a significant influence on the Group 
over the reporting period.

Material transactions with members of the Board

There were no material transactions with members of the Board over the reporting period.

B.1.11   Adequacy of system of governance 

The Board regularly reviews the adequacy of the system of governance, both as a whole and in selected 
areas, to confirm it remains adequate for the Group’s needs, and to prioritise areas of improvement.
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B.2   Fit and proper requirements 

B.2.1   Fit and proper policy 

The Fitness and Probity Policy (the Policy) sets out the minimum standards, in compliance with the 
relevant standards and legislation, to ensure that a person who is a Responsible Person, has the 
necessary qualities and competence in order to allow them to perform the duties and carry out the 
responsibilities of their position within the Company and its subsidiaries. The qualities and competence 
relate to the integrity demonstrated by a Responsible Person in personal behaviour and business conduct, 
soundness of judgement, a sufficient degree of knowledge and experience and appropriate professional 
qualifications.

Compliance with the Policy is mandatory for the Company. Specifically, the Policy sets out and describes 
the approach for assessing and monitoring individuals’ fitness and probity.

Assessment of fit and proper

The Company does not permit a person to perform a Controlled Function (CF) as defined by the CBI 
unless it is satisfied on reasonable grounds that the person complies with the required standards and 
has obtained confirmation from the person that he or she agrees to abide by the standards.

The required standards provide that a Responsible Person must be:

• Competent and capable;
• Honest, ethical and act with integrity; and
• Financially sound.

The Company has in place appropriate procedures to maintain a register of all Responsible Persons (the 
Register) and a record of all due diligence undertaken in respect of such Responsible Persons.

Notification is made to the relevant supervisors (to the extent required) following any change to the 
Register arising either from the appointment, resignation, retirement, removal or material change in the 
responsibilities of a Responsible Person’s role. The notification should be carried out by Compliance 
following the review of the fit and proper assessment and completion of an individual questionnaire, if 
required based upon the event in question.

Fitness criteria

In determining a Responsible Person’s competence and capability for performing their role, assessments 
may include, but will not be limited to:

• Whether the person satisfies the relevant training and competence requirements, which may be 
satisfied by evidence of qualifications (e.g. diplomas, degrees and professional memberships) 
and capability appropriate to the corresponding position description; and

• Whether the person has demonstrated by experience that they are able, or can reasonably be 
expected to be able, to perform the intended function.  Employment and reference checks may 
be used to establish such ability.

Probity criteria

In determining a Responsible Person’s honesty, integrity and reputation for performing his/her role, the 
following factors may be considered, among others:

• Has the person been convicted of any criminal offence, whether or not presently of record; 
particularly relevant being any offence involving dishonesty, fraud, financial crime or other 
offences under legislation relating to companies, building societies, industrial and provident 
societies, credit unions, friendly societies, banking and or other financial services, insolvency, 
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consumer credit companies, insurance, and consumer protection, money laundering, market 
manipulation or insider dealing;

• Has the person had any adverse finding against him/her or settlement in civil proceedings, 
particularly in connection with investment or other financial business, misconduct, fraud or the 
formation or management of a body corporate;

• Has the person had personal involvement in any investigation or disciplinary proceeding resulting 
in sanction or adverse finding with any requirements or standards of any supervisory bodies/
regulatory authorities, clearing houses and exchanges, professional bodies, or government 
bodies or agencies;

• Has the person been involved as a Responsible Person with a company, partnership or other 
organisation that has been refused registration, authorisation, membership or a licence to carry 
out a trade, business or profession, or has had that registration, authorisation, membership or 
licence revoked, withdrawn or terminated, or been expelled by the CBI or government body or 
agency or alternate regulator;

• Has the person been refused the right to carry on a trade, business or profession requiring a 
licence, registration or other authority as a result of the removal of the relevant licence or 
registration;

• Has the person served as a director, partner, or chief executive of a business that has gone into 
insolvency, liquidation or administration while personally connected with that organisation or 
within one year after that connection;

• Has the person been investigated, disciplined, censured, suspended or criticised by a supervisory 
body/regulatory authority, professional body, government body or agency, a court or tribunal, 
whether publicly or privately, with which such Responsible Person has been involved; and

• Has the person been dismissed or resigned, upon request, from employment or from a position 
of trust, fiduciary appointment or similar capacity while holding a position as a Responsible Person. 

The aforementioned criteria will be considered in relation to a person’s ability to perform the relevant CF. 
In addition, checks to ensure compliance with laws and regulations must include appropriate legal review.

Frequency of assessment

A person proposed to perform a CF will be assessed prior to appointment and before any contract is 
signed.

All Responsible Persons will be reassessed on an annual basis as set out in the Company’s procedure 
documents and in accordance with the relevant legislation. Notwithstanding the above, if a Responsible 
Person becomes aware of a material change in his/her circumstances that could affect his/her fit and 
proper assessment, he/she must notify the Head of Human Resources without delay.

B.3   Risk management system including the own risk and solvency 
assessment 

B.3.1   Risk management structure 

The Risk Management Framework (the Framework) sets out the approaches to risk management and 
structure to be followed by all associates in the Group in their capacity as executives, management and 
staff.

The key objectives of the Framework are to:

• Promote a strong risk culture across the Group;
• Ensure consistent, systematic management of risks across all businesses, operations and risk 

types; and
• Enable decision makers to direct resources efficiently to attractive business opportunities that 

are within the Board’s risk appetite.
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Scope and application

All business activity and decisions are made in the context of, and in compliance with, the Framework. 
Every associate is sufficiently familiar with the Framework as it is relevant to their role, and exercises 
sound judgement to act within the Framework in their daily work. It is the responsibility of management 
to ensure that they have the capability, resources and knowledge to operate within this Framework and 
exercise their duties under it.

Risk governance

In its mandate to support MetLife, Inc. Group's strategy in Europe, the Group subsidiaries are active in 
diverse segments, markets and products; decisions are made and implemented across borders; and 
business environments are the result of operating in multiple countries across the European Economic 
Area (EEA). The Framework is designed to facilitate, on an on-going basis, the systematic management 
of risks consistent with this specific situation, by integrating risk management into business practices and 
decision mechanisms at the appropriate levels of each legal entity. 

The Board owns risk appetite and strategy, and defines it in consideration of existing and potential 
opportunities to develop and grow the business, and each Group entity's capacity to absorb losses. As 
part of MetLife, Inc. Group, risk appetite takes strategic direction from MetLife’s ‘Enterprise Risk Appetite’, 
as defined by the MetLife, Inc. Board.

While ultimately the Board owns risk appetite and therefore controls the overall risk profile, this profile is 
the result of the actions taken by the entire organisation as mandated by the Board. The entities’ “three 
lines of defence” have independent reporting lines into the Board, and provide the Board with the 
assurance of strong governance and controls for every decision that impacts the risks the Company 
faces.

Each operating subsidiary, under the lead of the CRO, designs and operates appropriate risk management 
structures, including risk reporting, risk appetite, risk and control registers, and regular review by Executive 
Management.

Risk management function

The Risk Function operates an enterprise-wide, comprehensive system to identify, aggregate, measure 
and report risks across the Group, and assesses how the full range of risks and their interaction impact 
the Group’s aggregate solvency, liquidity, earnings, business and reputation.

The Risk Function leverages MetLife's Global Risk Management Function for challenge and support, and 
escalates risks and issues as required.

Structure of the Risk Function

Each insurance subsidiary within the Group has its own CRO, reporting to the Company's CRO, 
responsible for monitoring and reporting on all material risks.

B.3.2   Risk management strategies by category of risk 

Allocation of risk ownership

In the following section, ownership of a risk shall be read to include also ownership of any crystallisations 
of that risk as losses, issues or near misses.

While the Board ultimately owns the aggregate risk profile, executive managers are mandated to own 
certain risks. Operational risks and business risks are primarily managed within the Group subsidiaries. 
In contrast, credit risk, market risk / Asset Liability Matching (ALM) risk and liquidity risks are managed 
centrally at an aggregate level, with support from the entities in the identification and monitoring of 
particular product or transaction-linked exposures.
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Credit risk

Credit risk relates to unanticipated loss due to:

• Another party’s failure to perform its financial obligations to the Company, including failure to 
perform them in a timely manner (default risk); 

• Increasing doubts over another party’s ability to meet its financial obligations (migration risk); or 
• Increases in the discounts markets apply to the value of obligations with default risk (spread risk).

Credit risk of cash deposits, general-account investments, and derivative counterparties is managed by 
the Treasury and Investment Functions, and overseen by Group management. 

Market risk

Market risk relates to the potential loss or change in value arising from the impact of external market and 
economic factors on assets and liabilities. Market risk includes the direct impact of market prices on 
securities held, as well as other potential effects of financial market movements on the Group's business, 
such as losses on illiquid liabilities that take market prices as valuation inputs, or increased benefit costs 
on insurance products.

For management purposes, market risk is broken down into the following categories:

• Interest rate risk: Risk of loss caused by adverse movements in interest rates, credit spreads, or 
the level of observed and market implied interest rate volatility;

• Equity risk: Risk of loss caused by adverse movements in public, private, and real estate equity 
prices and equity index levels, or the level of observed and market implied equity market volatility; 
and

• Foreign exchange risk: Risk of loss caused by adverse movements in currency exchange rates 
or the level of observed and market implied volatility in currency markets. 

The Group seeks to incur only minimal market risk exposure as arises from its insurance business.

Liquidity risk

Liquidity risk relates to the risk of incurring punitive costs to make available sufficient cash to meet its 
financial obligations as they fall due.

Liquidity risk is managed by each Group entity's Treasury Function and overseen at the centralised level.

The Group seeks to incur only minimal liquidity risk exposure across all entities as arises from their 
insurance business, and maintain sufficient liquidity at all times to meet liabilities as they become due, 
in the short, medium and longer term, even in stress scenarios. Liquidity exposures can arise from the 
following:

• Actual experience differs from expected in the prediction of cash flows; 
• Policyholder optionality; 
• Catastrophic events;
• Non-marketability of assets; or 
• Funding of cash collateral for derivative positions.

The Group carries out regular liquidity stress testing, allowing for key liquidity risk exposures including 
the impact of policyholder surrenders and the requirement to post additional collateral on derivatives in 
stressed conditions, and quantitative limits are documented in the Risk Strategy and Appetite.
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Insurance risk

The Group is exposed to insurance risk through its insurance subsidiaries. Insurance risk relates to 
unanticipated fluctuations in the timing, frequency and severity of insured events relative to expectations, 
arising, for instance, from mortality, morbidity, longevity, or policyholders' exercise of options.

The insurance subsidiaries develop insurance products, and underwrite risks in line with approved 
standards. Each insurance class needs to be approved by the relevant insurance subsidiary's Board prior 
to any business being underwritten. The Board can delegate to management the authority to approve 
products that do not have the potential to materially change the risk profile. 

The insurance portfolio held by the Group is a well-diversified portfolio of life insurance risk for appropriate 
reward, and limits the exposure to single risks and catastrophic events. The diversification is achieved 
through the operation in multiple countries across the EEA and reinsurance. 

Operational and business risk

Operational risk arises from unexpected loss due to inadequate or failed internal processes, people and 
systems, or from external events (including legal risk). Specifically, conduct risk relates to losses, typically 
from supervisory intervention caused by misconduct in the insurance market, such as mis-selling or 
product design that is unsuitable for the intended client.

Business risk is the possibility a company will have lower than anticipated profits, influenced by numerous 
factors, including sales volume, lapses, sales and maintenance costs, competition and achievable 
margins.

Operational and business risk is intricately tied to the overall management of a business and is therefore 
the responsibility of each legal entity. Operational risk also arises in the Group, such as finance, actuarial, 
etc. Each function is responsible for the management of operational risk in their respective area.



      32

B.3.3   Own Risk and Solvency Assessment (ORSA) 

ORSA process

The ORSA process is a continuous cycle of assessment and is significantly dependent on the key 
interactions between business planning, capital management and stress testing, in order to obtain the 
results which provide senior management and the Board with comfort that adequate solvency levels are 
maintained. In line with the Group's strategy and business plans, the ORSA confirms that the risks and 
capital tied up in the legacy interest-rate sensitive blocks of business are tightly controlled, and that the 
new business produces a well diversified book of protection business, in which stable persistency and 
scale efficiencies are key elements in managing the volatility of solvency capital. Stress and scenario 
testing therefore includes shocks to the macro-economic environment and lapse events.

The Group ORSA process is based on the preparation of individual ORSAs for each insurance subsidiary, 
and captures all the material risks that each subsidiary faces or may face in the future in the execution 
of its business plans. The Group ORSA process is run in its entirety at least annually to deliver a report 
to the Board in the fourth quarter of each year and without delay following any significant change in the 
risk profile of any of the subsidiaries, as assessed by the Risk Function. Events that are likely to have a 
significant impact on the risk profile are closure or opening of a new major business line, acquisition or 
disposal of a book of business, or a significant change to the ALM / investment strategy. Each report is 
reviewed and approved by the Board following the recommendations of the subsidiaries' executive 
members. The ORSA is integrated into the management processes and decision making process in the 
Group level. In the last reporting period no interim ORSA took place. 

The process for performing and ongoing monitoring of the ORSA includes the following:

• Collaboration between the Company's Risk Function, MetLife Inc's Corporate Risk Management 
and subsidiary CROs, to develop proposed macro-economic assumptions and stresses for 
projections, which are to be reviewed and approved by the appropriate subsidiaries' risk 
committee;

• Identification of the specific risk profiles taking into account the approved risk tolerance limits 
and business strategy and external environment;  

• Assessment of the appropriateness of the standard formula;
• Forward-looking stress and scenario analysis over the business plan to provide an adequate 

basis for the assessment of the overall solvency needs; 
• Contingency plans to address material risks that could have a significant impact on the solvency 

position or viability of each subsidiary if they were to happen but which it is not appropriate to 
hold a capital buffer for; and

• Quarterly reports to the Company's board on the development of subsidiaries' solvency, analysis 
of underlying drivers and outlook.

The above process is undertaken by each insurance subsidiary and aggregated at the Group level to 
ensure that the capital management activities and the risk management system are interlinked and that 
all key decision making processes are aligned with the ORSA process.
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B.4   Internal control system 

B.4.1   Internal Controls 

The control framework promotes the importance of having appropriate internal controls, and ensuring 
that all associates are aware of their role in the internal control system. The control framework sets out 
clear standards for the design, operation, validation and oversight of the system of internal control. It 
defines how effective internal control is achieved through joined responsibilities of the subsidiaries' 
General Managers and the Heads of Functions.

The control framework defines control activities as the policies and procedures that mitigate both the 
Group’s and separate legal entities’ risks to the intended level. Control activities can be preventative, 
corrective, detective or directive, and include a range of activities as diverse as authorisations, segregation 
of duties and required approvals, verifications, reconciliations, reviews of operating performance, 
documentation, and safeguarding of assets.

All key controls are registered with the associated risks in each subsidiary’s Entity Risk Self-Assessment 
(‘ERSA’), and managed as part of that process to validate their effectiveness and address identified 
weaknesses. Ongoing monitoring occurs in the ordinary course of operations of each legal entity. Due 
to changing conditions, management regularly determine whether the internal control system continues 
to be relevant in its ability to address the Group’s risks.

ERSA assessments are also performed for the activities performed by finance and actuarial shared 
services as is relevant for the determination and reporting of group solvency and own funds, and the 
monitoring and management of intra-group transactions and risk concentrations.

B.4.2   Key procedures 

The Group’s control environment comprises an extensive catalogue of controls that are defined for each 
function, and include the following:

Control Name Description
Approval and
Authorisation

Confirmation or sanction of employee decisions, events or transactions 
based on a review by the appropriate supervisor

Business Resumption Controls that ensure that business operations can resume in the event of 
disaster or IT outage, including Business Continuity (BCP) and Disaster 
Recovery (DR) Planning and Testing, system back-up and data retention

Code of Accounts
Structure

Design of the general ledger or subledger account codes to assist in 
minimising errors and allow for effective data capture and reporting

Documentation Substantiation of decisions, exceptions, transactions, and other events, 
including confirmations, notices and/or disclosures that are required to be 
sent to clients

Hiring/Selection Due diligence and escalation process in connection with information 
received as a result of a background check conducted on candidates

Input Form Design, Edits,
and Validations

Controls that ensure the completeness, accuracy, and/or integrity of data 
input into information systems, including business rules built into the design 
of system interfaces to reduce the probability of data input errors, input data 
validation against known or expected values, or verifying the integrity and 
origin of data

Physical Safeguarding
Mechanisms

Controls that protect the Group's assets through direct measures such as 
locks, bars, use of safes to secure valuables
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Control Name Description
Policies and Procedures Define control standards for particular areas, and reference aids or 

resources to assist employees in performing their duties

Process Monitoring These controls include reviewing transaction error reports, reviewing 
compliance with applicable laws/regulations, conducting quality assurance 
reviews, financial statement reviews, etc.

Reconciliations/
Comparisons

Ensure that two or more data sets/elements match, for example reconciling 
bank accounts, comparisons of subledger totals to control accounts, 
comparisons of data transfer record counts, etc;

Segregation of Duties Reduce the risk of accidental errors, incomplete or inadequate performance 
of controls, and fraud

Strategic Monitoring and
Governance

Management of Lines of Business, including short and long-term planning, 
organisational design/staffing, key performance indicator reviews, risk 
management, data governance, knowledge management, etc;

System Access Approval
and Monitoring

Authorisation, identification and authentication of appropriate access to IT 
resources

System Change Control Ensure changes to IT systems meet the needs, perform as expected, and 
do not create security vulnerabilities

System Data Encryption Ensure sensitive data is encrypted in at-risk IT assets such as laptops, smart 
phones/blackberry's and back-up tapes

System Monitoring and
Response

Ensure the technology environment is monitored, and that appropriate 
actions are taken based on the results

System Security
Configurations

Security configurations at the software, infrastructure, hardware, or network 
layers that ensure the confidentiality of data

Third-Party Monitoring Ensure that third parties are operating in accordance with agreements and 
contracts and deviations are acted upon by management

Training/Communication Ensure that employees, at all levels, receive training to provide them with 
the competences required to perform their duties

Validity/Existence Tests Controls that validate the existence of assets. Examples include physical 
inventory counts to determine that quantities and descriptions of goods and/
or supplies on hand are accurate, fixed asset inventories to validate the 
existence of items represented in the accounts, and other similar processes

Independent control oversight 

The control functions oversee control activities performed by the ‘First Line of Defence’ which together 
ensure that the control environment is effective to ensure the Board’s required level of control.

B.4.3   Description of compliance function

The Compliance function is an important part of an effective internal control system and the three lines 
of defence model.  In this regard, the Group is committed to having in place an effective compliance risk 
management (‘CRM’) programme wherever it does business and is guided by its core values, appropriate 
rules, structures, processes, training, documentation and controls to help prevent, detect and remediate 
compliance breaches and deficiencies.  The aim of this programme is to help management be reasonably 
assured that effective processes are in place to ensure adherence to applicable laws and regulations.  It 
also ensures that any compliance issues uncovered by the programme are appropriately addressed and 
that ownership of the compliance risks and mitigating actions are assigned to business process owners.
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The CRM programme consists of the following key elements:

• Compliance Risk Identification and Prioritisation;
• Compliance Risk and Control Assessments;
• Monitoring and Testing Programme; and
• Policies and Procedures.

Each legal entity’s Board has overall responsibility for setting and overseeing that entity's compliance 
arrangements. Management has responsibility for maintaining compliance with all applicable laws and 
regulations and the commitment and support of management is an essential component of a successful 
compliance program. The core role of the Compliance Function is to provide assurance to the 
management, and ultimately to the regulator, that all entities are operating within the letter and the spirit 
of the legal and regulatory framework.  The subsidiaries’ Compliance Function reports to the group 
Compliance Office.

The Compliance function performs the following actions:

• In line with the CRM Programme, identification and assessment of compliance risk, including but 
not limited to, the completion of compliance monitoring and testing to ensure independent 
oversight and review of policies and procedures;

• Regulatory Development (in line with the Regulatory Development Policy): 
– Advising senior management, in conjunction with the Legal Function, on compliance with 

applicable laws and regulations;
– Assessing the possible impact of changes in the regulatory environment on the operations 

of the subsidiary;
• Supporting a robust training program to ensure all staff are fully up to date with and understand 

all aspects of compliance rules and regulations; 
• Reviewing compliance procedures and controls on a regular basis; and 
• In addition, the Head of Compliance is also responsible for providing compliance oversight of 

the activities in all branches of the subsidiary.

B.5   Internal audit function 

B.5.1   Internal audit 

Internal Audit is an independent assessment function within MetLife, Inc. providing services to MetLife, 
Inc. management and to the Board. It functions by examining and evaluating the adequacy and 
effectiveness of enterprise-wide controls with a risk-based focus. 

Its purpose is to provide on-going objective and independent evaluations of the effectiveness of the 
system of internal controls, and to perform special reviews and investigations.

Roles and responsibilities of internal audit

Internal Audit assists management in bringing a systematic and disciplined approach to ensuring the 
existence and operational effectiveness of the system of internal controls in each legal entity in the Group. 
This includes a number of responsibilities, as follows:

• Evaluating the adequacy of the system of internal controls for reasonable assurance that 
transactions are executed in accordance with management authorisation, that they are properly 
recorded, and that assets are effectively safeguarded;

• Determining if the financial reporting process used to prepare each subsidiary’s local GAAP and 
US GAAP financial statements and Solvency II reporting is operating effectively;

• Determining if the management reporting system provides reliable and timely information;
• Evaluating whether management control systems throughout the Group are operating as 

intended, and are effective;
• Reviewing compliance with policies and procedures;
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• Providing management with an objective review of operations, and to ensure management takes 
appropriate action to mitigate risk;

• Performing consulting and advisory services related to governance, risk management and control 
as appropriate for the organisation;

• Reviewing new key systems and procedures prior to implementation or when there is a major 
change in an existing system;

• Assisting the audit committee of the subsidiary Board in exercising their fiduciary responsibilities, 
and apprising the subsidiary Board, through the audit committee, of any significant developments 
warranting their consideration or action;

• Evaluating and investigating allegations and the possibilities of fraud, and other inappropriate 
transactions, in coordination with other departments;

• Having responsibility for subsidiary internal audit departments to ensure effective audit coverage 
and independence;

• Monitoring and evaluating the effectiveness of the Group's risk management processes; 
• Participating in management discussions that involve the development or modification of 

operating policies, or the system of internal controls;
• Maintaining liaisons with appropriate external professional organisations and keeping informed 

on new developments in the field of auditing; and
• Perform certain Sarbanes Oxley controls testing in coordination with other departments.

Internal audit process

The internal audit process is defined by the MetLife, Inc. Chief Auditor. Within the framework of these 
objectives, internal audit shall at least annually formally document their risk assessment methodology, 
prepare an audit plan, and prepare an expense budget for the relevant areas of the MetLife, Inc. Group. 
Such plans shall include:

• A risk assessment of all key business processes;
• A schedule of audits based upon the results of the risk assessment;
• A proposed budget which documents the level of resources and expenses that need to be 

committed to provide consistent and adequate audit coverage for the audit plan; and
• Flexibility to respond to special requests of senior management on a timely basis.

Internal audit shall maintain an effective working relationship with the external auditors.

Reporting structure

All entities’ Heads of Internal Audit report to the Group Head of Internal Audit. Results and conclusions 
of Internal Audit work will be reviewed with operating and financial management directly responsible for 
the activity being evaluated, and such other management as deemed appropriate. The purpose of 
reviewing results will be to reach agreement as to the facts presented by internal audit and to make 
management aware of internal audit issues before the report is released.

B.5.2   Independence 

In order to maintain independence and objectivity, internal audit will not prepare any accounting and 
related records or engage in any relevant activity requiring audit review, including the development or 
installation of new systems, policies or procedures. The review of new systems or procedures prior to 
implementation shall not be considered an impairment of independence and objectivity.
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B.6   Actuarial function 

B.6.1   Actuarial 

The actuarial function at the Group level provides guidance and monitoring tools across all legal entities. 
It is also responsible for overseeing policy in respect of product profitability and risk. 

The actuarial function for each of the major subsidiaries is detailed in Section B.6 of each of their SFCRs 
attached as appendices to this report.
 
B.7   Outsourcing 

B.7.1   Outsourcing policy 

The Group entities may outsource activities internally and externally, particularly in the areas of policy 
administration, IT and treasury services, in order to benefit from expertise and efficiencies not practically 
available in individual operations. Each outsourcing arrangement has a functional owner in the senior 
management team who is responsible for the management and first line oversight of the arrangement. 
For external outsourcing, the procurement function co-ordinates activities across functions.

All outsourcing is subject to the requirements of the outsourcing policy, which ensures that all outsourcing 
arrangements are subject to appropriate due diligence, approval, written agreements and on-going 
monitoring, and that the risks associated with entering outsourcing arrangements are effectively managed. 

B.8   Any other information 

All information has been disclosed in the preceding sections.
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C   Risk profile 

C.1   Underwriting risk 

C.1.1   Material exposures 

The Group is exposed to underwriting risks in its businesses, including mortality risk, longevity risk, 
morbidity risk, policyholder-behavior risk, and expense risk due to the nature of its subsidiaries. These 
risks are identified and assessed as part of the product development process, in which appropriate 
underwriting conditions are defined for all underwriting risks associated with the insurance policies over 
their whole life cycle on an entity level. The exposures to underwriting risks have been stable over the 
course of the reporting period.

C.1.2   Material risk concentrations 

Through its operations, the Group seeks to underwrite a highly diversified and balanced portfolio of 
underwriting risks. In certain business lines, material geographical risk concentrations can arise.

C.1.3   Material risk mitigation practices 

Underwriting risks are primarily mitigated through diversification and single-exposure limits for different 
components such as mortality and invalidity. Risks in excess of such limits can be accepted but must be 
reinsured. Catastrophe reinsurance is used to limit the total loss that can be incurred as the result of 
single events, and to manage risk concentrations.

C.1.4   Material risk sensitivities 

As required by the calculations to determine the SCR using the Solvency II Standard Formula (SF), the 
Group determines the impact of increases in expected loss rates, and pandemic events through the 
subsidiaries input.

Life underwriting risk
Net solvency capital 

requirement
€'m

Life mortality risk 89
Life longevity risk 56
Life disability - morbility risk 28
Life lapse risk 399
Risk of increase in lapse rates 234
Risk of decrease in lapse rates 320
Mass lapse risk 399
Life expense risk 201
Life catastrophe risk 85
Diversification within module (258)
Total life underwriting risk 600
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C.2   Market risk 

C.2.1   Material exposures 

The Group is exposed to market risks, including interest rates due to timing differences of asset and 
liability cash flows and basis differences between valuation rates, different currencies, credit spreads, 
and, indirectly, equity markets through revenues that depend on the value of investments covering unit-
linked policies and positions held to facilitate policyholder transactions. These risks coming from the 
separate subsidiaries are identified and assessed as part of the ALM process, in which all balance sheet 
values are mapped to their relevant market drivers. The exposures to market risks have been stable over 
the course of the reporting period.

C.2.2   Material risk concentrations 

Market risks are concentrated to the interest rates and investment markets of the Group’s major functional 
currencies, including Euro, Pound Sterling, Polish Zloty, and the Czech Koruna.

C.2.3   Material risk mitigation practices 

Market risks are primarily mitigated through managing and monitoring risks on a entity level. Alignment 
of assets and liabilities, in particular in terms of timing of cash flows and currencies is taking place while 
exposure to changes in credit spreads are mitigated by investing in a diversified and high-quality 
investment portfolio. Equity exposures from the book of unit-linked policies are managed through product 
design and selection of suitable investment funds.

C.2.4   Material risk sensitivities 

As required by the calculations to determine the SCR using the SF, the Group determines the impact of 
changes in interest rates, currency values against the Euro, equity levels, and credit spreads.

Net solvency capital 
requirement

€'m
Interest Rate Risk 78
Equity Risk 226
Property Risk 8
Spread Risk 228
Currency Risk 206
Diversification within module (176)
Total capital requirement for market risk 570

C.3   Credit risk 

C.3.1   Material exposures 

The Group is exposed to credit risks (i.e. the risk of a value decrease of assets or increase of liabilities 
due to the default of third parties, or the increase of the probability of such a default and/or the associated 
loss). Exposure to credit risk comes from the investment portfolio of each subsidiary.

These risks are identified and assessed as part of the ALM and reinsurance process, in which the 
creditworthiness of the obligor is monitored. The exposures to credit risks have been stable over the 
course of the reporting period for all the entities.
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C.3.2   Material risk concentrations 

In line with investment guidelines and the reinsurance risk policy, the Group maintains a highly diversified 
portfolio and limits the exposure to individual obliger's. 

C.3.3   Material risk mitigation practices 

Credit risks are primarily mitigated through asset allocation, diversification and single-exposure limits. 
For counterparty exposures, the Company may require the placement of collateral.

C.3.4   Material risk sensitivities 

As required by the calculations to determine the SCR using the SF, the Group determines the impact of 
changes in credit spreads and a potential extreme loss of counterparty exposures. The latter exposures  
relate almost entirely to significant financial banks and reinsurers, and contribute only marginally to the 
overall risk profile.

C.4   Liquidity risk 

C.4.1   Material exposures 

The Group is exposed to liquidity risks where it is obliged to settle liabilities at short notice and assets 
cannot be liquidated at all or only with very significant haircuts. Given the long-term nature of its business, 
there are only very few areas in which liquidity risk can arise. These risks are identified and assessed as 
part of every subsidiary’s ALM process. The exposures to market risks have been stable over the course 
of the reporting period.

Investments are typically highly liquid. In its assessment of liquidity, the operating cash flows derived by 
the everyday business are included.

C.4.2   Material risk concentrations 

In line with Investment Guidelines, a highly diversified portfolio is maintained at the Group Level.  
Concentrations can arise on a local level but overall concentrations are not considered material.

C.4.3   Material risk mitigation practices 

Liquidity risks are primarily mitigated through asset allocation, diversification and single-exposure limits, 
and by avoiding entering obligations to provide liquidity to counterparties.

C.4.4   Material risk sensitivities 

The Group performs regular stress tests of its liquidity position in adverse events, including significant 
and abrupt changes in financial markets and policyholder behaviour. These stress tests consider the 
timing of obligations and the ability to liquidate assets over different time horizons, as well as the impact 
of such liquidations on realised values.

C.5   Operational risk 

C.5.1   Material exposures 

The Group is exposed to operational risk consistent with other financial institutions, including the impact 
of changes in the regulatory and legal environments, the dependency on multiple internal and external 
operators, for investment activities as an example, and complex modelling for financial reporting and 
solvency reporting. Operational risks are identified and assessed with regards to their frequency and 
potential impact as part of the risk management process, in which risks and controls are documented by 
risk owners and validated by the Risk Management Function. Operational risk is derived both by the 
Subsidiaries and Group operating processes. 
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C.6   Other material risks 

All material risks have been described in the previous sections.

C.7   Any other information 

All information has been disclosed in the preceding sections.



      42

D   Valuation for Solvency purposes 

D.1   Assets 

The disclosures below describe the accounting policies/valuation techniques under Solvency II for the 
assets and liabilities of the Group.

Basis of valuation

The valuation of assets for Solvency II has been determined in line with the Solvency II Directive and 
related guidance. Unless expressly stated in the notes below, the Group has valued its assets at fair 
value. In order to establish the fair value of assets, the following guiding principle has been applied:

• Assets are valued at the amounts for which they could be exchanged between knowledgeable 
willing parties in an arm’s length transaction.

The determination of fair value of financial assets, which comprise substantially all of the assets of the 
Group, is set out below.

Fair value of financial assets with active market

When available, the  fair value of financial assets is based on quoted prices in active markets that are 
readily and regularly obtainable. These are the most liquid of the Group's financial assets, and valuation 
of these assets does not involve management's judgement.

Fair value of financial assets with no active market

When developing  fair values, where quoted prices are not available, the Group uses one of three broad 
valuation techniques or a combination thereof: (i) the market approach, (ii) the income approach, and (iii) 
the cost approach. The significant inputs to these valuation techniques are inputs that are observable in 
the market or can be derived principally from, or corroborated by, observable market data. When 
observable inputs are not available, inputs that are not observable in the market or cannot be derived 
principally from, or corroborated by, observable market data, are used. These unobservable inputs are 
based in large part on management's judgement or estimation, and cannot be supported by reference 
to the market activity. Even though these inputs are unobservable, management believes they are 
consistent with what other market participants would use when pricing such financial assets, and are 
considered appropriate given the circumstances. Actual results may differ materially from these estimates.

Such estimates are reviewed on an ongoing basis, and any difference recognised in the period in which 
the estimate is revised if the revision affects only that period, or in the period of the revision and future 
periods if the revision affects both current and future periods. For deposits within one year of the balance 
sheet date, the Group believes that the fair value is represented by the amounts realisable, on account 
of their short term nature.

Group valuation of assets

The following table shows the assets of the Group as reported in its Quantitative Reporting Templates 
(QRTs) under Solvency II.  As outlined in section A the Company has availed of an exemption under 
section 300 of the Companies Act 2014 to produce consolidated financial statements and as a result the  
Company's IFRS financial statements are prepared on an unconsolidated basis.  

As a result this section describes the accounting policies applied for Group Solvency II reporting purposes. 
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Assets of the Group as at December 31, 2017 

Assets Solvency II value
2017
€'m

Goodwill —
Deferred acquisition costs —
Intangible assets —
Deferred tax assets 88
Property, plant and equipment held for own use 49

Investments (other than assets held for index-linked and unit-linked funds) 5,763
   Property (other than for own use) 1
   Participations 4

           Government Bonds 3,025
           Corporate Bonds 2,389
           Structured Notes 5

   Collective Investments Undertakings 185
   Derivatives 112
     Deposits other than cash equivalents 42

Assets held for index-linked and unit-linked funds 7,990
Loans and mortgages to individuals 2
Other loans and mortgages 146
Loans on policies 49
Reinsurance recoverables 233
Insurance and intermediaries receivables 116
Reinsurance receivables 28
Receivables (trade, not insurance) 169
Cash and cash equivalents 296
Total Assets 14,928
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D.1.1   Intangible assets 

Under Solvency II, intangible assets are not recognised unless the Group is able to sell the asset for a 
price derived from an active market.  Thus the Group does not recognise intangible assets under Solvency 
II.  

D.1.2   Deferred tax assets 

Under Solvency II, deferred tax assets are recognised on the estimated future tax effects of temporary
differences, unused tax losses carried forward and unused tax credits carried forward. Deferred tax is 
only recognised where it is probable that it will be realised, i.e. that future taxable profits will be available 
against which deductible temporary differences can be utilised. Deferred tax is measured at the tax rates 
that are expected to apply in the period in which the liability is settled or the asset realised, based on the 
tax laws enacted or substantively enacted at the reporting date, on an undiscounted basis. When 
determining whether deferred tax assets can be realised, the Group considers projected future taxable 
profits in excess of those profits arising from the reversal of existing taxable temporary differences.

Deferred tax assets are not set off against deferred tax liabilities, unless such assets and liabilities have 
arisen in the same tax jurisdiction in line with local legislation and practice.

Separate deferred tax assets and liabilities are not recognised for the Group. The amount included in the 
balance sheet are an amalgamation of the deferred tax assets and liabilities of the subsidiaries. 

The following table shows the composition of the deferred tax balances:

Solvency II DTL DTA
Tier III available 
asset balance

€m €m €m
MetLife Europe 138 3 3
MetLife Europe Insurance — — —
MetLife Greece — 81 14
MetLife Poland 58 — —
Non Insurance Entities 1 4 4
Group 197 88 21

D.1.3   Property, plant and equipment held for own use 

Under Solvency II, property, plant and equipment held for own use is stated at fair value.  Certain equipment 
items may be held at depreciated value if not materially different to the fair value. 

D.1.4   Investments (other than assets held for index-linked and unit-linked contracts) 

Under Solvency II, investments are stated at fair value, except strategic participations, as set out below.  
Financial assets and liabilities are recognised when the Group becomes a party to the contractual 
provisions of the instrument. All financial instruments reported are measured based on an exit price.

The valuation techniques and source of pricing inputs used by the Group for significant categories of 
investments are produced below:

D.1.4.1   Property (other than for own use) 

Under Solvency II, property (other than own use) is stated at fair value. The valuation is based on market 
appraisals provided by a property appraiser annually.
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D.1.4.2   Holdings in related undertakings, including participations 

The Company has a number of wholly owned subsidiaries as depicted in section A.1.2 Group Structure. 
Full consolidation has been applied to all wholly owned subsidiaries of the parent company.

The Company has one indirect joint venture, Hellenic Alico Life Insurance Company Limited (Cyprus joint 
venture). Under Solvency II, joint ventures are valued using the adjusted equity method. The adjusted 
equity method requires valuing such investments based on the Company's share of the excess of assets 
over liabilities of the related undertaking, using the Solvency II (fair value) valuation principles.

D.1.4.3   Equities 

Equities listed on a recognised exchange are valued using the quoted prices for identical instruments.

Unlisted equities are valued using observable inputs where available, including quoted prices for listed 
equities in active markets for similar instruments, quoted prices for listed equities in markets that are not 
considered active, and to a lesser extent, matrix pricing, discounted cash flow methodologies or 
independent non-binding broker quotations. Such instruments are principally valued using the market 
approach.

D.1.4.4   Bonds 

Government bonds listed on a recognised exchange are valued using the quoted prices for identical 
instruments.

Government bonds which are not listed, are principally valued using the market approach. Valuations 
are based primarily on matrix pricing or other similar techniques using standard market observable inputs, 
including benchmark yields, issuer ratings, broker-dealer quotes, issuer spreads and reported trades of 
similar instruments, including those within the same sub-sector or with a similar maturity or credit rating.

Government bonds for which observable inputs are not available, are principally valued using the market 
approach. Valuations are based primarily on independent non-binding broker quotations and inputs, 
including quoted prices for identical or similar instruments that are less liquid and based on lower levels 
of trading activity. Certain valuations are based on matrix pricing that utilise inputs that are unobservable 
or cannot be derived principally from, or corroborated by, observable market data, including credit spreads.

Corporate bonds listed on a recognised exchange are valued using quoted prices or quoted prices for 
similar assets.

Corporate bonds which are not listed, are principally valued using the market and income approaches. 
Valuations are based primarily on quoted prices for similar listed instruments in active markets, quoted 
market prices for similar listed instruments in markets that are not considered active, or using matrix 
pricing or other similar techniques that use standard market observable inputs such as benchmark yields, 
spreads off benchmark yields, new issuances, issuer rating, duration, and trades of identical or comparable 
instruments. Privately-placed instruments are valued using matrix pricing methodologies using standard 
market observable inputs, and inputs derived from, or corroborated by, market observable data including 
market yield curve, duration, call provisions, observable prices and spreads for similar publicly traded or 
privately traded issues that incorporate the credit quality and industry sector of the issuer, and in certain 
cases, delta spread adjustments to reflect specific credit-related issues.

Corporate bonds for which observable inputs are not available, are principally valued using the market 
approach. Valuations are based primarily on matrix pricing or other similar techniques that utilise 
unobservable inputs or inputs that cannot be derived principally from, or corroborated by, observable 
market data, including illiquidity premium, delta spread adjustments to reflect specific credit-related issues, 
credit spreads, and inputs including quoted prices for similar instruments that are less liquid and based 
on lower levels of trading activity. Certain valuations are based on independent non-binding broker 
quotations.
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Structured notes are hybrid securities, combining a fixed income instrument with a series of derivative 
components. Excluded from this category are fixed income securities that are issued by sovereign 
governments. Included are securities that have embedded derivatives, with results tied primarily to the 
performance of equity indices or equity baskets.

The fair value of the fixed income instrument and the derivative component are measured separately. 
The fair value of the fixed income instrument is measured in the same way as for corporate bonds (see 
above). The fair value of the derivative component is measured in the same way as for stand-alone 
derivatives (see below).

D.1.4.5   Collective investments undertakings 

Collective investments undertakings listed on a recognised exchange are valued using the quoted prices 
provided by the investment managers, that are based on their respective net asset values.

Unlisted investment funds are principally valued based on prices from the investment managers, which 
are based on European Venture Capital Association Guidelines, including price/earnings ratio based 
valuation. The prices released by investment managers of the underlying funds are reviewed, and where 
appropriate, adjustments are made to reflect the impact of changes in market conditions between the 
date of the valuation and the end of the reporting period. The valuation of these investment funds is 
largely based on inputs that are not based on observable market data.

D.1.4.6   Derivatives 

Derivatives are initially recognised at fair value on the date on which a derivative contract is entered into 
and are subsequently re-measured at their fair value. Certain fair values are obtained from quoted market 
prices in active markets. When quoted prices are not available, other valuation techniques are applied. 
The valuation techniques incorporate all factors that market participants would consider and are based 
on observable market data, to the extent possible. All derivatives are carried as assets when the fair 
value is positive and as liabilities when the fair value is negative. Fair value is derived and recorded at 
the instrument’s exit value.

D.1.4.7   Deposits other than cash equivalents 

Deposits other than cash equivalents comprise of demand deposits. These are carried at fair value on 
the Solvency II Balance Sheet, which are based on the amounts due on demand.

D.1.5   Assets held for index-linked and unit-linked contracts 

Under Solvency II, assets held for index-linked and unit-linked contracts are stated at fair value.

Index-linked and unit-linked funds comprise of the various categories of investments and other assets 
described herein, principally investment funds. For disclosure of the valuation methodology used for these 
assets, please refer to the relevant notes in this section.

D.1.6   Loans and mortgages 

Policy loans are valued at amortised cost under Solvency II. This is not considered materially different 
to fair value.

Under Solvency II, commercial mortgage loans are stated at fair value. Certain individual mortgage loans 
may be held at unpaid principal value adjusted for any deferred fees, if not materially different to the fair 
value. 



      47

D.1.7   Reinsurance recoverables 

Under Solvency II, reinsurance recoverables are valued using the cash-flow projection model similar to 
that used to calculate the best estimate of liabilities.

The reinsurance recoverables are adjusted for expected defaults using internal assumptions. Further 
information on the best estimate of liabilities, its valuation methodology, basis and assumptions used can 
be found in section D2.  

D.1.8   Insurance and intermediaries receivables 

This relates to the amounts due from policyholders, insurance intermediaries and other insurers linked 
to inward reinsurance business. Under Solvency II, these are stated at fair value. 

D.1.9   Reinsurance receivables 

Reinsurance receivables relate to claims and commissions reported but not yet settled by reinsurers. 
Under Solvency II, these are stated at fair value. 

D.1.10   Receivables (trade, not insurance) 

Under Solvency II, these are stated at fair value. 

D.1.11   Cash and cash equivalents 

Cash and cash equivalents are carried at fair value on the Solvency II balance sheet, which is based on 
the amounts due on demand. Bank overdrafts are disclosed in debts owed to credit institutions. 

D.1.12   Any other information on assets 

All other information has been disclosed in the preceding sections.

D.1.13   Deferred acquisition Costs

Under Solvency II, deferred acquisition costs  do not represent a recognisable asset. Cash outflows on 
acquisition are expensed when incurred.
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D.2   Technical provisions 

The technical provisions correspond to the current amount the Group would have to pay if they were to 
transfer their insurance obligations immediately to another Undertaking.  The value of technical provisions 
are equal to the sum of a best estimate liability and a risk margin. The methodology employed in the 
calculation of the best estimate liability is covered in section D.2.3 and the risk margin is covered in 
section D.2.7.

The insurance obligations have been segmented into homogeneous risk groups when calculating the 
technical provisions. The approach to segmentation is covered in section D.2.1.

The best estimate liability is calculated gross, without deduction of the amounts recoverable from 
reinsurance contracts. Such recoverable amounts are calculated separately and are covered in section 
D.2.4.

D.2.1   Segmentation 

Under Solvency II, undertakings analyse the business into the lines of business specified in the guidelines. 
The primary segmentation distinguishes between life and non-life insurance obligations.  The distinction 
does not coincide  with the legal definition, but rather with how the contract is pursued on a similar technical 
basis, i.e. life insurance will be considered a life insurance obligation and likewise non-life will be 
considered a non-life obligation.

Life business is segmented into 17 lines of business. The non-life insurance obligations are segmented 
into 12 lines of business. In respect of the Group, the following are the main lines of business: 

• Other life insurance;
• Insurance with profit participation;
• Index-linked and unit-linked life insurance;
• SLT Health insurance;
• Non-SLT Health Insurance; and
• Other non-life insurance.
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D.2.2   Technical provisions split by line of business 

Technical provisions split by gross and net of reinsurance

The table below presents the breakdown of gross and net technical provisions by line of business: 

Line of Business
Gross of 

Reinsurance Reinsurance Relief Net of Reinsurance
€m €m €m

Index-linked and unit-linked
insurance 7,683 — 7,683

Other life insurance 4,298 (194) 4,104
Health insurance (direct
business) 76 (14) 62

Total Life 12,057 (208) 11,849

Medical expense insurance 10 (7) 3
Income protection
insurance 73 — 73
Workers' compensation
insurance 1 (1) —

Assistance — — —

Miscellaneous financial loss 29 (17) 12

Total Non-Life 113 (25) 88

Total Technical 
Provisions 12,170 (233) 11,937
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Gross technical provisions split by best estimate liability and risk margin

The table below presents the breakdown of gross technical provisions by lines of business into Best 
Estimate Liability ("BEL") and Risk Margin (methodology is covered in sections D.2.3 and D.2.7 
respectively)

2017 2016

Line of Business BEL Risk Margin

Gross
Technical
Provision BEL Risk Margin

Gross 
Technical 
Provision

€'m €'m €'m €'m €'m €'m
Index-linked and
unit-linked insurance 7,608 75 7,683 7,835 63 7,898

Other life insurance 4,067 231 4,298 4,382 176 4,558
Health insurance
(direct business) 59 17 76 52 21 73

Gross Total Life 11,734 323 12,057 12,269 260 12,529

Medical expense
insurance 9 1 10 2 — 2
Income protection
insurance 58 15 73 77 19 96
Workers'
compensation
insurance 1 — 1 — 2 2

Assistance — — — — 1 1
Miscellaneous
financial loss 25 4 29 13 5 18
Gross Total Non-
Life 93 20 113 92 27 119

Total Gross 
Technical 
Provisions 11,827 343 12,170 12,361 287 12,648

Gross technical provisions decreased by €478m from €12.65b in 2016 to €12.17b in 2017. The change 
in gross technical provisions is driven principally by “organic” changes in relation to new business, actual 
experience and market movements (e.g. interest rates, foreign, exchange rates), and roll-forward of the 
technical provisions on the in-force business (release of cash flows and risk margin, unwind of discount 
rate). These decreases were partially offset by an increase in provisions due to modelling, methodology 
and assumption updates.
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D.2.3   Best estimate 

D.2.3.1   Methodology for the calculation of the best estimate 

For all lines of business, the best estimate corresponds to the probability weighted average of future 
cash-flows taking account of the time value of money.

D.2.3.2   Cash-flow projections 

The cash-flow projections reflect the expected realistic future demographic, legal, medical, technological, 
social and economic developments over the lifetime of the insurance and reinsurance obligations.   Inflation 
is appropriately allowed for in the calculation of the best-estimate using the appropriate type of inflation. 
In addition, for cash-flows relating to health insurance business, full account of claims inflation and 
premium adjustment clauses is taken within the calculation of the best estimate.

D.2.3.3   Recognition and derecognition of insurance and reinsurance contracts for solvency purposes 

The Group observes the process of recognition and derecognition of its insurance obligations in line with 
the technical specifications, which states:

The calculation of the best estimate only includes future cash-flows associated with recognised obligations 
within the boundary of the contract.  No future business is taken into account for the calculation of technical 
provisions. 

An insurance obligation is initially recognised by insurance undertakings at whichever is the earlier of the 
date the Group becomes a party to the contract that gives rise to the obligation or the date the insurance 
cover begins.

A contract is derecognised as an existing contract only when the obligation specified in the contract is 
extinguished, discharged or cancelled or expires. 

D.2.3.4   Time horizon 

For all of the calculations of best estimate, a projection period of 50 years has been assumed. This reflects 
all material cash-flows in the portfolio. For the variable annuity portfolio, the liability projection software 
projects to the term plus 1 year for each individual model point.  
 
D.2.3.5   Gross cash-flows 

The cash-flow projection used in the calculation of the best estimate takes account of all the cash in- and 
out-flows required to settle the insurance obligations over the time horizon.

D.2.3.6   Gross cash in-flows 

The best estimate includes items such as future premiums, charges and other policyholder payments. 
Premiums which are due for payment by the valuation date are shown as a premium receivable on the 
balance sheet.

D.2.3.7   Gross cash out-flows 

The cash out-flows are calculated and include future benefits payable to the policyholders or beneficiaries, 
expenses that will be incurred in servicing insurance obligations, commissions, unit-linked benefits and 
tax payments.
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D.2.3.8   Life insurance obligations 

Cash-flow projections used in the calculation are made separately for each policy, except where policies 
share significantly similar characteristics, where grouping of model point files is used. Examples of where 
grouping is used are products in MetLife Poland that require asset liability interaction in projection 
(insurance with profit participation) and the following branches of MetLife Europe:

• Italy
• Romania
• Czech Republic
• France
• Spain
• Slovakia
• Cyprus

It should be noted that there are no significant differences in the nature and complexity of the risks 
underlying the policies that belong to the same grouping. The grouping of policies does not misrepresent 
the risk underlying the policies and does not misstate the expenses.

No explicit surrender value floor has been assumed for the market consistent value of liabilities for a 
contract.

D.2.3.9   Non-life insurance obligations

The non-life insurance business is small in relation to the life business of the Group.

D.2.3.10   Valuation of future discretionary benefits 

The calculation of the best estimate takes into account future discretionary benefits which are expected 
to be made. The value of future discretionary benefits is calculated separately.

The material future discretionary benefits which are expected to be made by the Group are in relation to 
the excess interest benefit payments on European participating business. This benefit is attached to a 
number of different blocks of endowment, pure endowment and whole of life business.

The excess interest benefit is a benefit uplift which is generally calculated as the excess of the declared 
yield over the guaranteed rate. The declared yield is based on the investment return of specific pools of 
assets.

D.2.4   Reinsurance recoverables 

The calculation of amounts recoverable from reinsurance contracts follow the same principles and 
methodology as presented above for the calculation of other parts of the technical provisions.

Where the timing of recoveries and that for direct payments markedly diverge this has been taken into 
account in the projection of cash-flows. Where the timing is sufficiently similar to that for direct payments 
the timing of direct payments has been used.

The amounts recoverable have been calculated consistently with the boundaries of the insurance 
contracts to which they relate.

The expenses incurred in relation to the management and administration of reinsurance contracts are 
allowed for in the calculation of the best estimate.

The amounts recoverable from reinsurance contracts are adjusted to take account of expected losses 
due to default of the counterparty. The adjustment is calculated separately and is based on an assessment 
of the probability of default of the counterparty and the average loss-given-default.
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D.2.5   Discounting 

Discounting is performed using the Solvency II risk-free rate methodology as published by EIOPA.

D.2.6   Calculation of technical provisions as a whole 

The calculation of technical provisions as a whole is not applicable to the Group.

D.2.7   Risk margin (RM)

The risk margin is calculated as part of technical provisions, in order to ensure that the value of the 
technical provisions is equivalent to the amount that insurance and reinsurance undertakings would be 
expected to require in order to take over and meet the insurance and reinsurance obligations, i.e. the 
risk margin is the future cost of capital (CoC) required by a third party takeover entity in order to cover 
the cost of holding the SCR for the future run off of the insurance liabilities.

For the purposes of calculating the RM, the SCR refers to non-hedgeable risks only (the implicit assumption 
being that a third party purchasing company will hedge or mitigate all avoidable risks).

The risk margin is calculated by line of business and is then added to the BEL in order to obtain the 
technical provisions by line of business. The risk margin is calculated by:

• Projecting the non-hedgeable SCR components at each future time period using risk drivers;
• Aggregating the projected non-hedgeable SCR components using the prescribed correlation 

matrices;
• Taking a charge of 6% per annum on the run-off of the SCR;
• Discounting those amounts at the risk-free rates.

As allowed in Article 58 of the Delegated act the Group uses a simplified method for calculation of the 
risk margin. The method uses approximations of the amounts denoted by the terms SCR(t) referred to 
in Article 37(1).

D.2.8   Approximation of technical provisions 

Technical provisions - un-modelled business

Due to modelling limitations on certain lines of business, the calculation of components of the BEL is not 
currently possible (for example, due to missing plancodes). Anything which is not modelled is included 
via unmodelled adjustments (UA). The basis for the UA will vary from item to item.

Technical provisions - paid-up option

The Group does not currently model the option to make policies paid up. There is no modelling of the 
“paid-up” decrement on the grounds of proportionality.

D.2.9   Level of uncertainty associated with technical provisions 

Levels of uncertainty associated with technical provisions

In the calculation of technical provisions, it is necessary to make judgements, estimates and assumptions 
about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The 
estimates and associated assumptions are based on historical experience and other factors that are 
considered relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on periodic basis.

The key assumptions concerning the future, and other key sources of estimation uncertainty at the 
reporting date, are discussed below.
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Key sources of estimation uncertainty

1. Unit-linked contracts

 Unit-linked account values: 
Liabilities for insurance and investment contracts include unit reserves at market value and 
unallocated premiums. The unit reserves are equal to the sum across unit funds of the numbers 
of policyholder units multiplied by the unit price (at bid price). Unallocated premiums are premiums 
that have been issued but not yet allocated to units. The value of the unit reserves are known 
and contain no uncertainty.

 Best estimate liability:
The best estimate liability represents the unit reserves plus the present value of future benefits, 
in excess of the unit reserves, to be paid to the policyholders or on behalf of the policyholders 
and related expenses less the present value of future charges deducted from the unit-linked 
account. The key assumptions concerning the future, and other key sources of estimation 
uncertainty at the reporting date that could impact the valuation of the best estimate liability, are 
discussed below.

2. Non unit-linked contracts

 Best estimate liability:
The liabilities represent the present value of future benefits to be paid to the policyholders or on 
behalf of the policyholders and related expenses less the present value of future premiums. The 
key assumptions concerning the future, and other key sources of estimation uncertainty at the 
reporting date that could impact the valuation of the best estimate liability, are discussed below.

Key assumptions used in calculating the best estimate liability include:

• Expected future economic conditions (including risk-free interest rates, inflation rates and 
reinvestment rates);

• Direct per policy maintenance expenses and associated inflation;
• Mortality rates based on selected published actuarial mortality tables; and
• Lapse rates based on expected surrender experience.

Such assumptions are captured in more detail in section D.2.3.

Expert judgement

Expert judgement is necessary in the calculation of the best estimate liability in a number of different 
ways:

• Selection of data to use, correcting errors and deciding on the treatment of outliers or extreme 
events;

• Selection of realistic assumptions and the period of data on which such assumptions are based;
• Selection of the valuation technique considering appropriate alternative methodologies;
• Incorporating appropriately in the calculations the environment under which the Group operates 

its business; and
• Adjusting the data to reflect current or future conditions and adjusting external data to reflect the 

portfolio.

D.2.10   Matching adjustment 

This is not applicable to the Group.
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D.2.11   Volatility adjustment 

This is not applicable to the Group. 

D.2.12   Transitional risk-free interest rate-term structure 

This is not applicable to the Group. 

D.2.13   Transitional deduction 

This is not applicable to the Group.

D.2.14   Information on actuarial methodologies and assumptions 

Principal assumptions used in the determination of technical provisions

Solvency II requires assumptions to be based on best estimate.  The assumptions are revised on a regular 
basis to adjust for recent experience and changes to market factors. The principal assumptions used in 
the determination of technical provisions are as follows: lapses, expenses, mortality, morbidity. 

General assumption notes

1. Demographic assumptions

Mortality and morbidity assumptions are generally based on published tables updated to allow for the 
results of the experience studies. The published tables are generally country specific, and may be product 
specific. In some cases the table will be provided by a reinsurer.

Lapse/surrender/persistency assumptions tend to be Group specific but may be influenced by market 
data. 

Whilst results on long term risk or annuity business may be relatively sensitive to demographic experience 
(mortality / morbidity), results tend to be more sensitive to policyholder behaviour due to the much higher 
absolute level and volatility of rates (e.g. lapse rates typically in the range 2% to 15%).

2. Expense assumptions

Expense assumptions are based on the results of the expense studies. They are entirely specific to each 
subsidiary of the Group, not only in the manner that they reflect the actual expense base of the subsidiary, 
but also in the way that the subsidiary allocates expenses between acquisition and maintenance and by 
line of business.

3. Economic assumptions

Solvency II prescribes future capital market economic assumptions to be “risk neutral”, with risk free 
interest rates published by EIOPA, economic assumptions are effectively limited to expense inflation.

There are also asset volatility assumptions used in the Economic Scenario Generators (ESGs). These 
too are constrained to the risk neutral framework, subject to certain discretionary calibration choices 
beyond the scope of the present document.  

Further details on the principal assumptions are below as follows:
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D.2.14.1   Mortality 

Mortality rates are set at a country and product level. Base mortality rates are taken from country specific 
standard industry tables, which vary by age and sex. Depending on the product, experience multipliers 
and selection factors may also be applied to bring the assumptions in line with our own experience. Where 
standard tables are not available in a certain country, alternatives have been used which best match the 
experience (e.g. Greece tables used as the base for Cyprus assumptions). 

For certain products, separate mortality rates are used for accidental death and death caused by disease 
and sickness.

D.2.14.2   Morbidity 

Morbidity incidence rates are set at a country, product and coverage level. The following split of coverages 
is used in the models:

• Child Protection Agreement
• Waiver of Premium
• Permanent Disability
• Temporary Disability
• Critical Illness
• Hospitalisation
• Accidental Death 

Base morbidity rates are taken from country specific standard industry tables which vary by age and sex. 
Depending on the product, experience multipliers and selection factors may also be applied to bring the 
assumptions in line with our own experience.

Where coverage specific standard tables are not available one of two approaches has been used to set 
the assumptions. The first approach is to look for similar standard tables in other countries. The second 
approach is to develop bespoke tables based on specific experience.

For products with undefined benefit amounts (e.g. hospital cash), average claim amounts are used in 
the projection.

D.2.14.3   Persistency 

Lapses

Lapse rates are set for each country within the Group and are defined at a product, premium type (regular 
or single), distribution channel and policy year level. Lapses for investment rider, child protection 
agreement and waiver of premium products depend on underlying products.

D.2.14.4   Expenses 

D.2.14.4a. Expense assumption

Expenses are split into initial and renewal expenses. Expenses can be modelled as fixed, as a percentage 
of premium, as a percentage of sum assured or as a percentage of mathematical reserve. Expenses can 
vary by country, currency, product, premium type and distribution channel. 

D.2.14.4b. Expense inflation assumption

Maintenance and overhead expenses are adjusted based on inflation assumptions. 
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D.2.14.4c. Commission assumption

Commissions are defined for each country within the Group and are split into initial and renewal 
commissions. Standard commission is calculated as % of premium. Depending on product, bonus 
commission and override commission may be included. Commission rates depend on product, premium 
payable year, policy year and distribution channel. All standard commission rates are calculated as a 
percentage of premium.

Commission is not generally an assumption subject to discretionary judgement, rather it is a well-defined 
parameter of the relevant product.

D.2.14.5   Premium Indexation 

For certain products, indexation is applied as a percentage increase in premiums over each projection
year.

D.2.14.6   Benefit escalation 

For certain products, escalation is applied as a percentage increase in benefits over each projection year.

D.2.14.7   Interest rate 

D.2.14.7a. Interest rate assumption

The yield curves are generated in line with the prescribed methodology. The risk free interest rate is 
primarily derived from the rates at which two parties are prepared to swap fixed and floating interest rate 
obligations. In the absence of financial swap markets, or where information of such transactions is not 
sufficiently reliable, the risk free interest rate is based on the government bond rates of the country.

The risk free interest rates are:

• Calculated for different time periods, reflecting that the liabilities of insurance and reinsurance 
undertakings stretch years and decades into the future;

• Calculated in respect of the most important currencies for the EU insurance market;
• Adjusted to reflect that a portion of the interest rate in a swap transaction (or a government bond) 

will reflect the risk of default of the counterparty and hence without adjustment would not be risk 
free; and

• Based on data available from financial markets. For those periods in the more distant future for 
which data are not available, the rate is extrapolated from the point at which data is available to 
a  macroeconomic long term equilibrium rate.

D.2.14.7b. Credited rate/Excess interest benefit (EIB)

Certain products contain an EIB feature where policyholder benefits may receive an uplift each year 
depending on the performance of a portfolio of assets allocated to that business. 

The future projected yield on these assets is calculated using risk neutral market consistent rates.

D.2.14.7c. Reversionary and terminal bonuses

This is not applicable to the Group.

D.2.14.8   Fund growth - Unit-linked 

The assumed growth rate of unit-linked funds is consistent with the relevant risk-free interest term 
structure. 
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D.2.14.9   Discount rate/Illiquidity premium

Discounting is performed using the Solvency II risk-free rate methodology as published by EIOPA. 

Illiquidity premium  is no longer relevant under Solvency II.

D.3   Other liabilities 

Liabilities of the Group as at December 31, 2017 

Liabilities Solvency II value
2017
€'m

  Gross Technical Provisions 12,170
Provisions other than technical provisions 18
Pension benefit obligations 3
Deposits from reinsurers 45
Deferred tax liabilities 197
Derivatives 52
Debts owed to credit institutions 20
Insurance and intermediaries payable 205
Reinsurance payables 61
Payables (trade, not insurance) 327

  Any other liabilities not elsewhere shown —
Total Liabilities 13,099

Excess of assets over liabilities 1,829

D.3.1   Provisions other than technical provisions 

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of 
a past event, it is probable that the Group will be required to settle the obligation, and a reliable estimate 
can be made of the amount of the obligation.

Under Solvency II, the amount recognised as a provision is the best estimate of the consideration required 
to settle the present obligation at the balance sheet date, taking into account the risks and uncertainties 
surrounding the obligation.  

D.3.2   Pension benefit obligations 

The present value of the defined benefit obligation is determined by discounting the estimated future 
cash outflows using interest rates of high quality corporate bonds or government bonds that are 
denominated in the currency in which the benefits will be paid and, which have terms to maturity 
approximating the terms of the related liability, or estimates of rates which take into account the risk and 
maturity of the related liabilities where a deep market in such bonds does not exist. 

D.3.3   Deposits from reinsurers 

Deposits from reinsurers refers to cash collateral provided by a reinsurer to cover insurance liabilities 
and funds withheld arrangements with reinsurers. 

Under Solvency II, deposits from reinsurers are stated at fair value on the Solvency II balance sheet.
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D.3.4   Deferred tax liabilities 

Under Solvency II, deferred tax liability is recognised for the estimated future tax effects of temporary 
differences. For further details, please refer to section D.1.2.

D.3.5   Derivatives 

Under Solvency II, derivative liabilities are measured at fair value. The valuation methodology for 
derivatives is set out in D.1.4.6   Derivatives.

D.3.6   Other financial liabilities 

Other financial liabilities comprise of insurance and intermediaries payables, reinsurance payables, and
payables (trade, not insurance). 

Under Solvency II, these are stated at fair value. 

D.3.7   Leasing 

The Group does not hold material leases. 

D.3.8   Employee benefits 

The Company does not employ any staff directly.

D.3.9   Risk management 

Information on risks relating to underwriting and reserving, asset-liability management, investment risk 
management and liquidity risk management is set out in section C.

D.3.10   Level of uncertainty associated with other liabilities 

Due to the short term nature of the other liabilities obligations, the timing of outflows of economic benefits 
is known with reasonable certainty. 

D.4   Alternative methods for valuation 

Information in relation to assets that are not valued using quoted prices is set out in Section D1.4.4. 

Additionally MetLife Greece, at a subsidiary level only, uses the volatility and the transitional interest rate 
adjustment reducing their SCR by €47m. Further details of which are included in the Metlife Greece SFCR 
Section D2.11, D2.12, D2.13 and E1.6.

D.5   Any other information 

All information has been disclosed in the preceding sections. 



      60

E   Capital management 

E.1   Own funds 

E.1.1   Capital management policy 

Capital management framework

Capital planning is carried out quarterly. Dividends are paid from subsidiaries to the Company in line with 
the capital plan as appropriate, taking into account any local legal or regulatory restrictions. Once paid 
into the Company the current practice is to release these dividends to the parent company. There has 
been no material changes to capital management policy over the reporting period. 

Roles and responsibilities

• The Board has ultimate responsibility for ensuring adequacy of capital for the Group. 
• The CEO is responsible for guiding strategy and overall corporate risk appetite and ensuring that 

the right people are overseeing each function involved in capital management.
• The CFO is responsible for overseeing capital reporting and financial functions, capital allocation, 

and to cascade the CEO’s strategy, including risk appetite, to all relevant financial divisions.  
• The CRO ensures the composition and level of the Group's capitalisation supports the Group's  

Risk Strategy and Appetite. The CRO is responsible for the systems and structures in place to 
manage and monitor risks. 

• The Finance Function has management responsibility for understanding capital consequences 
of investment strategies and decisions and coordination with relevant Treasury and Finance 
personnel to ensure that the capital considerations of investment decisions are properly vetted.

• Both the Risk Management Function and Finance Function ensure that adequate reporting is in 
place and capital requirement policies are followed correctly. 

Some members of the Company Board are also directors of the Groups major subsidiaries MetLife Europe, 
MetLife Europe Insurance, MetLife Greece and MetLife Poland, and there is appropriate interaction with 
the Boards of Directors of all entities within the Group, proactively requesting information and challenging 
the decisions in the matters that may affect the Group. The Board of Directors is responsible for the 
effectiveness of the risk management system of the Group. 

Risk appetite

The Group has developed key risk appetite statements which apply on an on-going basis. The Risk 
Management Function reviews the Group's actual risk exposure against the overall stated risk appetite 
on a regular basis, at least quarterly.

The Risk Appetite and Strategy identifies the agreed target solvency level and range for the Group. The 
appropriateness of the risk appetite is evaluated as part of the Risk Management Function’s on-going 
review and is subject to change over time.

Where deviations from the defined risk appetite measures occur, the Risk Management Function provides 
the Board with its opinion of the intensity of the deviation, along with a report on actions taken to address 
the deviation. Following this, the Board determines the materiality of deviations from the defined Risk 
Appetite measures, and whether such deviations are to be communicated to the regulator in accordance 
with CBI requirements.  

The CRO presents regularly to the Board, including strategic decisions and policies on risk management 
at a Group level; the definition of entities’ risk appetite and risk tolerance limits (as set out within the risk 
policies); the forward-looking assessment of solvency; and the identification, measurement, management, 
monitoring and reporting of risks at the group level. 
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The CRO ensures that the risk management framework and policies are implemented consistently across 
the Group. The Group have in place appropriate and effective tools, procedures and lines of responsibility 
and accountability, enabling it to oversee and steer the functioning of the risk management and internal 
control. 

Capital planning and dividend policy

The finance function develops and maintains the medium term capital plan considering the business and 
risk strategies. 

The capital planning process takes into account the following:

• The most recent business plan;
• Material new business;
• Any known management actions that are expected to materially affect the capital position;
• The planned dividend payments and any scheduled capital increases; and
• The outcome of the most recent Solvency II calculations and ORSA results. 

Proposed dividends are considered by the Board on a case by case basis taking into account the expected 
capital position over a 12 month time horizon and the risks to that capital position.

Capital and liquidity management

The finance function has the responsibility of managing the excess of assets over liabilities, per established 
guidelines. Investment of such capital is subject to the portfolio objective of meeting operating cash flow 
needs and generating a modest return enhancement above risk-free levels by taking moderate duration 
exposure and limited credit risk. Investments will generally be selected to minimise currency exposure 
relative to the relevant base currency, although the finance function may also consider capital investments 
in US dollar to manage currency risk.

Investment guidelines are in place that govern the investment options for all assets owned by the Group.
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E.1.2   Material differences between equity in the financial statements and Group excess 
of assets over liabilities under Solvency II 

The Group is consolidated under Method 1 accounting consolidation- based method, using risk-free rates. 

The Company does not prepare consolidated financial statements as it has availed of the exemption from 
the obligation to prepare and deliver group accounts under section 300 of the Companies Act 2014 as 
outlined in section A.1.2. As such the material differences between the Group results reported for Solvency 
II and the Companys' financial statements are due to consolidation adjustments and the inclusion of the 
subsidiaries assets and liabilities. 

The table summarises the differences at December 31, 2017: 

Section €m €m
Excess of assets over liabilities under Solvency II 1,829
Equity per the IFRS financial statements 2,726

(897)
Material differences between Solvency II and IFRS 
(unconsolidated):

Technical provisions under SII (net) D.2 (11,937)
Assets held for index-linked and unit-linked contracts under
SII 7,990
Invested assets (other than assets held for index-linked
and unit-linked contracts) under SII D.1.4 5,759
Participations (consolidation adjustment) D.1.4 (2,758)
Write off of deferred acquisition costs D.1.14 —
Write off of goodwill and intangible assets D.1.14 —
Increase in deferred tax liability under SII D.3.3 (109)
Other adjustments 109
Economic value adjustment to properties under SII D.1.3 49 (897)

The excess of assets over liabilities is primarily due to the assets and liabilities of the subsidiaries not 
included in the IFRS unconsolidated Financial Statements.
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E.1.3   Composition and quality of own funds 

The items reported are split into three categories depending on different factors such as quality, liquidity 
and timeline to availability when liabilities arise. Tier 1 own funds include ordinary share capital, non-
cumulative preference shares and relevant subordinated liabilities. Tier 2 own funds include cumulative 
preference shares and subordinated liabilities with a shorter duration. Tier 3 own funds include own funds 
which do not satisfy the Tier 1 or Tier 2 requirements.

All of the Group’s own funds are categorised as Tier 1 for Solvency II purposes with the exception of 
deferred tax assets which are categorised as Tier 3. These deferred tax assets are restricted by €67m 
(from €88m to €21m). MetLife Greece (€67m) deferred tax asset is restricted at a subsidiary level for 
eligibility of own funds to cover the Solvency Capital Requirement (SCR). The Group has restricted the 
deferred tax asset to the same extent.

The Group's available and eligible own funds are further restricted by €2.4m  to reflect the minority interest 
held by American Life Insurance Company in MetLife Europe Insurance of 6.999%.

The eligible own funds to cover the SCR and minimum consolidated Group SCR amount to €1,759m 
(2016 : €1,890m) and €1,738m (2016 : €1,864m) respectively. There are no items to report in the ancillary 
own funds.

E.1.4   Capital instruments in issue 

Instrument Ordinary share capital
Tier Tier One
Permanence Yes
Subordination Last upon winding
Redemption incentives None
Amount in Issue 265,153,527
Mandatory service costs None
Absence of encumbrance Yes

E.1.5   Movement in own funds 

2017 2016 Movement
€'m €'m €'m

Basic Own Funds
Tier One 1,738 1,864 (126)
Tier Two — — —
Tier Three 21 26 (5)
Total Basic Own Funds 1,759 1,890 (131)

Own funds decreased by €131m from €1,890m in 2016 to €1,759m in 2017. This is primarily due to the 
dividend payment (€241m) and buyout of the minority interest for MetLife Europe (€42m) partially offset 
by the impact of business growth, capital markets and assumption updates mainly in MetLife Europe. 

The Group has no ancillary own funds.
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E.1.6   Eligible amount of own funds to cover SCR and MCR 

2017 2016 Movement
€'m €'m €'m

Total Own Funds 1,829 1,978 (149)

Less Restrictions:
Deferred Tax Assets 67 63 4
Minority Interest 3 25 (22)

Total Eligible Own Funds for SCR 1,759 1,890 (131)

SCR 987 955 32

Solvency Ratio 178% 198% (20)%

Total Eligible Own Funds for MCR 1,738 1,864 (126)

MCR 381 394 (13)

The Group has no significant restrictions on eligible own funds. 

The Company manages capital in line with its Capital Management policy, and aims to maintain 
subsidiaries’ solvency at levels that remain sufficient through adverse cycles. While any excess is 
considered fungible, the capacity to transfer capital may be limited through statue by the level of earnings 
available for distribution. In particular, in Poland significant surplus capital is not immediately transferable 
(PLN 560m as at 31 December 2017).

Loss absorbency

The Group's Tier One own funds are immediately available to absorb losses. 

E.1.7   Reconciliation reserve - key elements 

Reserve item Amount
€'m

Excess of assets over liabilities 1,829
Own shares (included as assets on the balance sheet)
Foreseeable dividends, distributions and charges
Other basic own funds items 358
Adjustments for restricted own funds items of MAPs and RFFs —
Reconciliation reserve before deduction of participations 1,471

E.1.8   Transitional arrangements 

This is not applicable to the Group.
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E.1.9   Ancillary own funds 

The Group does not have ancillary own funds. 

E.1.10   Restrictions and deductions from own funds 

The Group's Deferred Tax Assets (DTA) and Minority Interests (MI) are restricted for the purposes of 
calculating the eligibility of own funds to cover the Solvency Capital Requirement (SCR). 

Deferred tax assets (DTA)

The total DTA for the Group is €88m with €67m not available to meet the SCR for Group reporting. The 
Group is satisfied that the current evidence is sufficient to allow it to recognise a deferred tax asset of 
€21m, the majority of which relates to net operating losses (NOL) in MetLife Greece. The deferred tax 
assets have been restricted (as they are Tier III assets) and the Group is satisfied it can gain value for 
these differences as it is probable that taxable profits will be available against which those deductible 
temporary differences can be utilised.

Please see the grid below for further details: 

Deferred Tax Assets (DTA)
Group Entity Total Tier III non-available Tier III Asset Balance
MetLife Europe 3 — 3
MetLife Europe Insurance — — —
MetLife Greece 81 67 14
MetLife Poland — — —
Non Insurance Entities 4 — 4
Group Total 88 67 21

Minority interest (MI)

The total MI for the Group is €3.7m with €2.4m not available to meet the SCR for Group reporting, this 
restriction represents the minority interest held by American Life Insurance Company in MetLife Europe 
Insurance of 6.999%.

Please see the grid below for further details: 

Minority Interest (MI)
Non-available Minority Interest 

(MI)
Group Entity Total Tier I Tier III Total Tier I Tier III
MetLife Europe
Insurance 4 4 — 2 2 —
Group Total 4 4 — 2 2 —

The total non-available own funds reported for the Group is €69m, represented by €67m DTA and €2m 
MI. 

E.1.11   Own funds - ring fenced funds (RFF) 

The Group does not have RFFs.
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E.2   Solvency Capital Requirement and Minimum Capital Requirement 

E.2.1   Group's approach to Solvency Capital Requirement and Minimum Capital 
Requirement  

Calibration of stresses

For the purpose of this section, the Group has adopted the SF approach. This method uses stresses for 
each of the individual risks as calibrated by EIOPA. EIOPA also provides the standard correlation matrices 
for the purpose of aggregation.

Undertaking Specific Parameters (USPs) have not been used by the Group.

Use of matching adjustments

This is not applicable to the Group.

E.2.2   Overview of SCR standard formula calculation 

This section details the capital requirements for the Group.

The assessment of the SCR using the SF approach is based on a modular approach consisting of a core 
of life, non-life, market, health and counterparty default risks with associated sub-modules. These are 
aggregated in the SF using correlation matrices, both at the sub-module and the main module level. An 
intangible asset module is then added (uncorrelated) to give the Basic Solvency Capital Requirement 
(BSCR). The operational risk component and adjustments for the risk absorbing effect of future profit 
sharing and deferred taxes are then allowed for, to give the overall SCR.

Hence, the SCR is calculated as follows:

SCR = BSCR - Adj + SCRop

Where

• SCR = The Overall Standard Formula Capital Charge;
• BSCR = Basic Solvency Capital Requirement;
• Adj = Adjustment for Risk Absorbing Effect of Future Profit Sharing and Deferred Taxes; and
• SCRop = The Capital Charge for Operational Risk.

The “delta-Net Asset Value” ( NAV) approach is used for capturing the impact of the underlying risk 
module. The expression NAV has a sign convention whereby positive values signify a loss. In order to 
calculate NAV, the base scenario as well as the stressed assets and liabilities are calculated. The 
cashflows for each of these scenarios is then discounted to determine the corresponding present value 
of assets and liabilities. The difference between the base and the stressed assets and liabilities is the 

NAV.

The NAV is based on the Solvency II balance sheet that excludes the risk margin component of the 
technical provisions (i.e. uses only the best estimate liability component of the technical provisions). 
Furthermore when calculating NAV the following need to be allowed for:

• Where risk mitigation techniques are used in the calculation of the SCR, the scenarios required 
for the calculation of the market risk module incorporate its effect. The impact of hedging 
instruments where a financial risk mitigation instrument has been utilised; 

• The revaluation of technical provisions allowing for any relevant adverse changes in the option 
take-up behaviour of policyholders in the scenario; and
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• For collective investment funds, a look through approach has been used to assess the risk 
applying to the underlying investment vehicle. Where a collective investment fund is not sufficiently 
transparent to allow for a reasonable best effort allocation, reference has been made to the 
investment mandate.

The Group has calculated the non-life risk SCR module for its existing business and its expected new 
business over the next year. Premium risk under the non-life insurance and non-SLT health insurance 
business are based on expected premiums for the next twelve months. The stress scenarios for 
underwriting risks in life insurance and SLT health insurance are instantaneous and do not allow for future 
new business.

E.2.3   SCR and MCR results 

SCR

The following table gives the amounts of the SCR components:

  2017 2016
€'m €'m

Market Risk 576 514
Counterparty default risk 54 68
Life underwriting risk 601 567
Health underwriting risk 85 105
Non-life underwriting risk 14 17
Diversification (348) (348)

Basic SCR 982 923

Operational risk SCR 88 95
Adjustment for the loss absorbing capacity of
technical provisions (4) (2)
Adjustment for the loss absorbing capacity of
deferred taxation (90) (72)

Non-controlled participations 1 1

Credit institutions 10 10
SCR 987 955

The SCR increased by €32m from €955m in 2016 to €987m in 2017. This is primarily driven by an increase 
in MetLife Europe's SCR. The key drivers of this were changes in the business and capital market 
movements throughout the year, offset by the introduction of catastrophe reinsurance treaties (in UK and 
France) and assumption updates. Further details of which are included the MetLife Europe SFCR section 
E.2.3. Partially offsetting the increase to the Group SCR was the dividend payment to the Company's 
parent (MGHC II), which reduced the Currency, Spread and Counterparty Default risk.

MCR

2017 2016
€'m €'m

MCR 381 394
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There is a slight decrease in the MCR which is primarily driven by the decrease in technical provisions
(net of reinsurance). The movement in technical provisions is discussed in section D.2.2. The calculated 
MCR was between the regulatory cap and floor in both 2016 and 2017 and therefore was unadjusted.

Capital add-ons

The Group is not subject to any capital add-on based on instructions from the supervisor.

E.2.4   Treatment of participating business 

The Group does not have any lines of business with material discretionary benefits. 

The EIB business does provide “participating” benefits linked to investment returns where such returns 
exceed the level guaranteed at issue, however these excess benefits are not subject to material discretion. 
The EIB portfolios are not treated as Ring Fenced Funds (RFF), on the grounds that the technical 
provisions cover the entire expected future cost of benefits. Full account of changes in credited rates for 
EIB business is allowed for in the market stresses.

E.2.5   Risk mitigation techniques and future management actions 

Treatment of risk mitigation techniques

Risk mitigation techniques for the Group relate principally to reinsurance evaluated within the technical 
provisions, in the SCR stresses, and in particular also in the Counterparty Default Risk module of the 
SCR, with due allowance for counterparty credit rating and loss-given-default.

Treatment of future management actions

MetLife Europe has two approved future management actions:

• An expense reduction of 20% is allowed for under the 40% Mass Lapse SCR stress. The 
assumption has been appropriately documented and approved by the Board. This action affects 
the SCR.

• Over 2017, a second and distinct action was approved by the Board in relation to the management 
of future overhead expenses on the significant UK unit-linked business following the decision to 
close this to new business. The point of the action is to recognize that the overhead costs do not 
run off as quickly as the policies run off, hence to identify how management expects to reduce 
such overheads over the lifetime of the portfolio. This action affects the technical provisions with 
second order consequences for the SCR.

All other subsidiaries have not allowed for future management actions in the SCR calculation.
 

E.3   Use of the duration-based equity risk sub-module in the calculation of the 
SCR 

This is not applicable to the Group.

E.4   Differences between the standard formula and any internal model used 

This is not applicable to the Group.

E.5   Non-compliance with the MCR and non-compliance with the SCR 

The Group has had own funds in excess of both the SCR and MCR requirements over the reporting year.
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E.6   Any other information 

All information has been disclosed in the preceding sections.
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Glossary of terms 
The Company MetLife EU Holding Company Limited (Holding Company)

The Group
MetLife EU Holding Company Limited and its subsidiaries
(Solvency II)

Board
The Board of Directors of the Company, or another Group entity as
relevant

MetLife Europe MetLife Europe d.a.c.
MetLife Europe Insurance MetLife Europe Insurance d.a.c.

MetLife Poland MetLife Towarzystwo Ubiezpieczen na Zycie i Reasekuracji S.A.

MetLife Greece MetLife Life Insurance Company S.A.

Solvency II
European Commission Directive 2009/138/EC on the taking-up and
pursuit of the business of Insurance and Reinsurance

A&H Accident and Health
ALM Asset Liability Matching
BCP Business Continuity Plan
BEC Branch Executive Committee
BEL Best Estimate Liability
BOG Bank of Greece
BRC Board Risk Committee
BSCR Basic Solvency Capital Requirement
CAT Catastrophe Risk
CBI Central Bank of Ireland (the Irish Regulatory Authority)
CEO Chief Executive Officer
CF Controlled Function
CFO Chief Finance Officer
CoC Cost of Capital
CPPI Constant Proportion Portfolio Insurance
CRM Compliance Risk Management
CRO Chief Risk Officer
CSA Credit Support Annexes
DAC Deferred Acquisition Costs
DR Disaster Recovery
DTA Deferred Tax Assets
DtC Direct to Consumer
DTL Deferred Tax Liabilities
EB Employee Benefits
EEA European Economic Area
EIB Excess Interest Benefit

EIOPA
European Insurance and Occupational Pensions Authority (the
European Regulatory Authority)

EMEA Europe, Middle East and Africa
ERC Executive Risk Committee
ERSA Enterprise Risk Self Assessment
ESG Economic Scenario Generator
EV Expected Value
FOS Freedom of Service



      71

F2F Face to Face
GAAP Generally Accepted Accounting Principles
GBP Great British Pound
GMAB Guaranteed Minimum Accumulation Benefit
GMDB Guaranteed Minimum Death Benefit
GMWB Guaranteed Minimum Withdrawal Benefit
HO Head Office
HR Human Resources
IFRS International Financial Reporting Standards
ILOE Involuntary Loss of Employment
ISDA International Swaps and Derivatives Association
ISEP International Subsidiary Exposure Program
IT Information Technology
KNF Komisja Nadzoru Finansowego
MAP Matching Adjustment Portfolio
MCR Minimum Capital Requirement
ME Middle East
MGHC II MetLife Global Holding Company II GmbH (Swiss)
NAV Net Asset Value
ORSA Own Risk Solvency Assessment Process
OTC Over the Counter
PAD Provision for Adverse Deviations
PCF Pre-Approval Controlled Function
PGAAP Purchase GAAP
PMC Product Management Committee
PV Present Value
QRT Quantitative Reporting Template
RACC Risk, Audit and Compliance Committee
RAG Red, Amber or Green
RC Reserving Committee
RFF Ring-fenced Fund
RM Risk Margin
RSR Regular Supervisory Report
SCR Solvency Capital Requirement
SF Solvency II Standard Formula
SFCR Solvency and Financial Condition Report
SLT Similar to Life Techniques
TCF Treating Customers Fairly
TP Technical Provisions
TTCB Transforming the Cost Base
UA Unmodelled Adjustments
USD United States Dollar
USPs Undertaking Specific Parameters

US GAAP
Accounting Principles Generally Accepted in the United States of
America

VA Variable Annuity
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VOBA Value of Business Acquired
VUL Variable Universal Life
WCE Western and Central Europe
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Solvency II


C0010


Assets


Intangible assets R0030 0


Deferred tax assets R0040 88,396,843


Pension benefit surplus R0050 0


Property, plant and equipment held for own use R0060 49,287,073


Investments (other than assets held for index-linked and unit-linked contracts) R0070 5,762,326,431


Property (other than for own use) R0080 630,697


Holdings in related undertakings, including participations R0090 3,599,492


Equities R0100 33,543


Equities - listed R0110 0


Equities - unlisted R0120 33,543


Bonds R0130 5,418,891,190


Government Bonds R0140 3,025,450,045


Corporate Bonds R0150 2,388,570,567


Structured Notes R0160 4,870,578


Collateralised Securities R0170 0


Collective Investments Undertakings R0180 185,498,811


Derivatives R0190 111,824,705


Deposits other than cash equivalents R0200 41,847,993


Other investments R0210 -0


Assets held for index-linked and unit-linked contracts R0220 7,990,020,614


Loans and mortgages R0230 196,865,438


Loans on policies R0240 48,721,776


Loans and mortgages to individuals R0250 2,183,903


Other loans and mortgages R0260 145,959,759


Reinsurance recoverables R0270 232,595,598


Non-life and health similar to non-life R0280 24,437,526


Non-Life excluding Health R0290 16,901,865


Health similar to Non-Life R0300 7,535,661


Life and health similar to life, excluding health, index-linked and unit-linked R0310 208,221,908


Health similar to Life R0320 14,032,403


Life excluding Health and index-linked and unit-linked R0330 194,189,505


Life index-linked and unit-linked R0340 -63,837


Deposits to cedants R0350 0


Insurance and intermediaries receivables R0360 115,716,412


Reinsurance receivables R0370 27,738,776


Receivables (trade, not insurance) R0380 169,178,109


Own Shares R0390 0


Amounts due in respect of own funds or initial fund called up but not paid in R0400 0


Cash and cash equivalents R0410 295,518,357


Any other assets, not elsewhere shown R0420 60,132


Total Assets R0500 14,927,703,782
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Balance sheet 







Solvency II


C0010


Liabilities


Technical Provisions - Non-life R0510 112,686,818


Technical Provisions - Non-Life (excluding Health) R0520 28,604,570


TP calculated as a whole R0530 0


Best Estimate R0540 24,804,003


Risk Margin R0550 3,800,567


Technical Provisions - Health (similar to Non-Life) R0560 84,082,248


TP calculated as a whole R0570 0


Best Estimate R0580 67,957,296


Risk Margin R0590 16,124,952


Technical provisions - Life (excluding index-linked and unit-linked) R0600 4,373,843,402


Technical Provisions - Health (similar to Life) R0610 76,134,253


TP calculated as a whole R0620 0


Best Estimate R0630 58,909,509


Risk Margin R0640 17,224,744


Technical Provisions - Life (excl Health, index linked and unit-linked) R0650 4,297,709,149


TP calculated as a whole R0660 0


Best Estimate R0670 4,066,582,752


Risk Margin R0680 231,126,397


Technical provisions - index-linked and unit-linked R0690 7,683,422,080


TP calculated as a whole R0700 0


Best Estimate R0710 7,608,819,578


Risk Margin R0720 74,602,502


Contingent liabilities R0740 0


Provisions other than technical provisions R0750 17,782,871


Pension benefit obligations R0760 3,181,751


Deposits from reinsurers R0770 44,649,178


Deferred tax liabilities R0780 197,434,245


Derivatives R0790 52,278,745


Debts owed to credit institutions R0800 20,499,762


Financial liabilities other than debts owed to credit institutions R0810 0


Insurance and intermediaries payable R0820 205,157,890


Reinsurance payables R0830 61,195,959


Payables (trade, not insurance) R0840 326,892,034


Subordinated liabilities R0850 0


Subordinated liabilities not in BOF R0860 0


Subordinated liabilities in BOF R0870 0


Any other liabilities not elsewhere shown R0880 166,822


Total Liabilities R0900 13,099,191,559


Excess of assets over liabilities R1000 1,828,512,224
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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 Legal expenses insurance Assistance Miscellaneous financial loss


Non-proportional health 


reinsurance


Non-proportional casualty 


reinsurance


Non-proportional marine, 


aviation and transport 


reinsurance


Non-proportional property 


reinsurance


 C0010  C0020  C0030  C0040  C0050  C0060  C0070  C0080  C0090  C0100  C0110  C0120  C0130  C0140  C0150  C0160  C0200


Premiums written


Gross - Direct business R0110 30,707,185 33,843,498 1,198,322 0 0 0 0 0 0 0 3,290,465 53,966,864 123,006,333


Gross - Proportional reinsurance accepted R0120 309,662 0 0 0 0 0 0 0 0 0 0 472,276 781,938


Gross - Non-proportional reinsurance accepted R0130 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0


Reinsurer's share R0140 2,755,912 812,250 1,156,902 0 0 0 0 0 0 0 0 39,841,853 0 0 0 0 44,566,918


Net R0200 28,260,935 33,031,248 41,419 0 0 0 0 0 0 0 3,290,465 14,597,286 0 0 0 0 79,221,353


Premiums earned


Gross - Direct business R0210 28,530,340 33,868,621 1,198,322 0 0 0 0 0 0 0 3,290,465 68,296,654 135,184,402


Gross - Proportional reinsurance accepted R0220 309,662 0 0 0 0 0 0 0 0 0 0 472,276 781,938


Gross - Non-proportional reinsurance accepted R0230 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0


Reinsurer's share R0240 2,807,671 812,250 1,156,902 0 0 0 0 0 0 0 0 52,940,591 0 0 0 0 57,717,415


Net R0300 26,032,331 33,056,371 41,419 0 0 0 0 0 0 0 3,290,465 15,828,339 0 0 0 0 78,248,924


Claims incurred


Gross - Direct business R0310 15,989,637 13,024,805 803,869 0 0 0 0 0 0 0 175,614 5,143,441 35,137,367


Gross - Proportional reinsurance accepted R0320 150,381 78,675 0 0 0 0 0 0 0 0 0 129,805 358,861


Gross - Non-proportional reinsurance accepted R0330 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0


Reinsurer's share R0340 1,376,416 465,810 596,410 0 0 0 0 0 0 0 0 4,093,045 0 0 0 0 6,531,682


Net R0400 14,763,602 12,637,670 207,459 0 0 0 0 0 0 0 175,614 1,180,201 0 0 0 0 28,964,546


Changes in other technical provisions


Gross - Direct business R0410 -289,566 824,880 50,647 0 0 0 0 0 0 0 12,636 5,496 604,093


Gross - Proportional reinsurance accepted R0420 0 0 0 0 0 0 0 0 0 0 0 0 0


Gross - Non-proportional reinsurance accepted R0430 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0


Reinsurer's share R0440 -4,832 -706 3,566 0 0 0 0 0 0 0 0 404,655 0 0 0 0 402,683


Net R0500 -284,734 825,586 47,080 0 0 0 0 0 0 0 12,636 -399,160 0 0 0 0 201,410


Expenses incurred R0550 5,650,067 12,702,218 36,194 0 0 0 0 0 0 0 11,169 8,070,527 0 0 0 0 26,470,176


Other expenses R1200 0


Total expenses R1300 26,470,176
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Non-Life insurance


Line of Business for Non-Life obligations Line of Business for accepted non-proportional reinsurance


Scenario 
Year 
Period 
Rep Type 
Currency 


: Actual 
: 2016 
: Annual 
: SII 
: EUR 


MetLife EU Holding Company Ltd 


  S.05.01.02 


Premiums, claims and expenses by Line of Business 







Health insurance
Insurance with 


profit participation


Index-linked and unit-


linked insurance


Other life 


insurance


Annuities stemming from non-


Life insurance contracts 


related to health


Annuities stemming from 


non-life insurance contracts 


other than health


Health reinsurance Accepted reinsurance


 C0210  C0220  C0230  C0240  C0250  C0260  C0270  C0280  C0300


Premiums written


Gross R1410 315,762,316 284,439,274 652,021,199 644,323,163 0 0 5,910,240 18,579,000 1,921,035,193


Reinsurer's share R1420 5,397,612 4,079,774 379,479 167,928,583 0 0 0 0 177,785,449


Net R1500 310,364,704 280,359,501 651,641,719 476,394,580 0 0 5,910,240 18,579,000 1,743,249,744


Premiums earned


Gross R1510 391,246,412 284,453,423 652,021,199 628,945,942 0 0 5,910,240 18,579,000 1,981,156,216


Reinsurer's share R1520 48,738,098 4,160,279 379,479 161,572,199 0 0 0 0 214,850,055


Net R1600 342,508,314 280,293,144 651,641,719 467,373,742 0 0 5,910,240 18,579,000 1,766,306,160


Claims incurred


Gross R1610 127,609,969 451,077,233 1,047,729,059 366,960,652 0 0 1,100,021 1,274,566 1,995,751,500


Reinsurer's share R1620 6,374,544 871,474 171,476 56,306,908 0 0 0 0 63,724,402


Net R1700 121,235,425 450,205,759 1,047,557,583 310,653,745 0 0 1,100,021 1,274,566 1,932,027,098


Changes in other technical provisions


Gross R1710 -15,369,975 -103,755,182 518,246,435 -98,987,805 0 0 0 0 300,133,473


Reinsurer's share R1720 -36,304 -4,551,050 0 5,498,839 0 0 0 0 911,484


Net R1800 -15,333,670 -99,204,131 518,246,435 -104,486,645 0 0 0 0 299,221,988


Expenses incurred R1900 162,489,059 72,132,665 154,879,970 252,978,682 0 0 4,555,106 11,812,348 658,847,830


Other expenses R2500 1,119,814


Total expenses R2600 659,967,643
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Line of Business for Life obligations Line of Business for Life reinsurance obligations


Life insurance







Home country Total Top 5 and home country


 C0010  C0020  C0030  C0040  C0050  C0060  C0070


R0010  IE ES SK IT CY CZ


 C0080  C0090  C0100  C0110  C0120  C0130  C0140


Premiums written


Gross - Direct business R0110 4,490,335 22,245,068 26,080,984 26,607,338 17,822,303 12,370,041 109,616,069


Gross - Proportional reinsurance accepted R0120 188,887 312,248 0 0 280,803 0 781,938


Gross - Non-proportional reinsurance accepted R0130 0 0 0 0 0 0 0


Reinsurer's share R0140 918,088 21,411,709 1,099,084 15,237,344 27,680 373,644 39,067,548


Net R0200 3,761,134 1,145,607 24,981,900 11,369,995 18,075,426 11,996,397 71,330,458


Premiums earned


Gross - Direct business R0210 4,620,892 21,402,452 26,063,214 42,352,869 17,702,850 12,393,746 124,536,022


Gross - Proportional reinsurance accepted R0220 188,887 312,248 0 0 280,803 0 781,938


Gross - Non-proportional reinsurance accepted R0230 0 0 0 0 0 0 0


Reinsurer's share R0240 918,088 21,395,808 1,099,084 30,770,062 21,964 373,644 54,578,650


Net R0300 3,891,690 318,892 24,964,130 11,582,807 17,961,689 12,020,102 70,739,310


Claims incurred


Gross - Direct business R0310 659,464 1,108,951 4,470,797 4,855,843 13,540,878 8,320,246 32,956,179


Gross - Proportional reinsurance accepted R0320 126,412 147 0 0 153,627 78,675 358,861


Gross - Non-proportional reinsurance accepted R0330 0 0 0 0 0 0 0


Reinsurer's share R0340 541,424 1,053,293 272,875 4,102,507 91,328 324,303 6,385,730


Net R0400 244,451 55,805 4,197,922 753,336 13,603,178 8,074,618 26,929,310


Changes in other technical provisions


Gross - Direct business R0410 0 -254 -12,636 -37,030 0 -824,880 -874,801


Gross - Proportional reinsurance accepted R0420 0 0 0 0 0 0 0


Gross - Non-proportional reinsurance accepted R0430 0 0 0 0 0 0 0


Reinsurer's share R0440 0 -30,639 -1,558 -372,751 0 2,264 -402,683


Net R0500 0 30,384 -11,078 335,721 0 -827,144 -472,118


Expenses incurred R0550 2,635,306 -153,337 12,805,269 5,494,221 1,881,351 6,068,289 28,731,098


Other expenses R1200 0


Total expenses R1300 2,635,306 -153,337 12,805,269 5,494,221 1,881,351 6,068,289 28,731,098
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Top 5 countries (by amount of gross premiums written) - non-life obligations


Scenario 
Year 
Period 
Rep Type 
Currency 


MetLife EU Holding Company Ltd 


  S.05.02.01 


Premiums, claims and expenses by country 







Home country Total Top 5 and home country


 C0150  C0160  C0170  C0180  C0190  C0200  C0210


R1400  IE GB GR IT PL FR


 C0220  C0230  C0240  C0250  C0260  C0270  C0280


Premiums written


Gross


R1410


13,689,383 600,520,243 244,012,578 210,208,652 190,935,699 180,113,804 1,439,480,359


Reinsurer's share R1420 58,954 30,932,269 7,368,137 111,924,968 -16,580,474 12,402,559 146,106,415


Net R1500 13,630,429 569,587,974 236,644,441 98,283,684 207,516,173 167,711,244 1,293,373,945


Premiums earned


Gross R1510 14,790,130 590,496,406 243,862,524 167,255,295 303,863,355 180,120,728 1,500,388,439


Reinsurer's share R1520 58,595 29,948,475 7,391,376 88,372,826 45,468,502 12,402,559 183,642,334


Net R1600 14,731,535 560,547,930 236,471,148 78,882,469 258,394,853 167,718,169 1,316,746,105


Claims incurred


Gross R1610 53,117,505 927,371,715 178,274,314 68,668,653 336,224,344 56,772,546 1,620,429,076


Reinsurer's share R1620 76,343 17,762,028 4,588,749 28,137,772 5,941,290 1,564,772 58,070,953


Net R1700 53,041,162 909,609,687 173,685,565 40,530,881 330,283,054 55,207,774 1,562,358,123


Changes in other technical provisions


Gross R1710 -24,326,628 -315,795,972 24,881,254 -5,583,771 21,141,195 -6,984,857 -306,668,780


Reinsurer's share R1720 0 0 28,898 -1,428,672 -45,960 771,961 -673,774


Net R1800 -24,326,628 -315,795,972 24,852,356 -4,155,099 21,187,155 -7,756,818 -305,995,006


Expenses incurred R1900 34,967,326 114,678,161 48,108,886 49,636,975 108,298,302 91,691,738 447,381,388


Other expenses R2500 1,013,332


Total expenses R2600 448,394,720
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Top 5 countries (by amount of gross premiums written) - life obligations







Total Tier 1 - unrestricted Tier 1 - restricted Tier 2 Tier 3
C0010


C0020 C0030 C0040 C0050


Ordinary share capital (gross of own shares) R0010 947 947 0


Non-available called but not paid ordinary share capital at group level R0020 0 0 0


Share premium related to ordinary share capital R0030 265,153,527 265,153,527 0


Initial funds, members' contributions R0040 0 0 0


Subordinated mutual member accounts R0050 0 0 0 0


Non-available subordinated mutual member accounts at group level R0060 0 0 0 0


Surplus funds R0070 0 0


Non-available surplus funds at group level R0080 0 0


Preference shares R0090 0 0 0 0


Non-available preference shares at group level R0100 0 0 0 0


Share premium related to preference shares R0110 0 0 0 0


Non-available share premium related to preference shares at group level R0120 0 0 0 0


Reconciliation reserve before deduction for participations R0130 1,471,285,537 1,471,285,537


Subordinated liabilities R0140 0 0 0 0


Non-available subordinated liabilities at group level R0150 0 0 0 0


An amount equal to the value of net deferred tax assets R0160 88,396,843 88,396,843


The amount equal to the value of net deferred tax assets not available at groupR0170 67,486,132 67,486,132


Other items approved by supervisory authority as basic own funds - Group R0180 0 0 0 0 0


Non available other own funds items approved by supervisory authority R0190 0 0 0 0 0


Minority interests (if not reported as part of another own fund item) R0200 3,675,370 3,674,421 0 0 949


Non-available minority interests R0210 2,352,886 2,352,279 0 0 607


Own funds not represented by the reconciliation reserve R0220 0


Deductions not included in the reconciliation reserve


Participations credit institutions, investment firms and financial institutions R0230 0 0 0 0


whereof deducted according to art 228 of the Directive 2009/138/EC R0240 0 0 0 0


Participations where there is non-availability of information R0250 0 0 0 0 0


Participations when using D&A or combination of methods R0260 0 0 0 0 0


Total of non-available own fund items R0270 69,839,018 2,352,279 0 0 67,486,739


Total deductions R0280 69,839,018 2,352,279 0 0 67,486,739


Total basic own funds after adjustments R0290 1,758,673,206 1,737,762,153 0 0 20,911,053


Ancillary Own Funds


Unpaid and uncalled ordinary share capital R0300 0 0


Unpaid and uncalled initial funds R0310 0 0


Unpaid and uncalled preference share capital R0320 0 0 0


Commitment to subscribe and pay for subordinated liabilities R0330 0 0 0


Letters of credit and guarantees under Article 96(2) R0340 0 0


Letters of credit and guarantees other than under Article 96(2) R0350 0 0 0


Supplementary members calls under Article 96(3) R0360 0 0


Supplementary members calls other than under Article 96(3) R0370 0 0 0


Non-available ancillary own funds R0380 0 0 0


Other ancillary own funds R0390 0 0 0


Total ancillary own funds R0400 0 0 0


Total own funds of other financial sectors


Investment firms and financial institutions R0410 0 0 0 0


Institutions for occupational retirement provision R0420 0 0 0 0 0


Non-regulated entities carrying out financial activities R0430 0 0 0 0


Total own funds of other financial sectors R0440 0 0 0 0


Own funds when using the D&A, exclusively or in combination of method 1


Own funds aggregated using D&A and combination of method R0450 0 0 0 0 0


Own funds aggregated using D&A and combination of method without IGT R0460 0 0 0 0 0


Total available own funds to meet the SCR (group) R0520 1,758,673,206 1,737,762,153 0 0 20,911,053


Total available own funds to meet the minimum group SCR R0530 1,737,762,153 1,737,762,153 0 0


Total eligible own funds to meet the SCR R0560 1,758,673,206 1,737,762,153 0 0 20,911,053


Total eligible own funds to meet the minimum group SCR R0570 1,737,762,153 1,737,762,153 0 0


Consolidated Group SCR R0590 986,714,811


Minimum consolidated Group SCR (Article 230) R0610 380,511,604


Ratio of Eligible own funds to SCR (excluding other financial sectors) R0630 1.8013


Ratio of Eligible own funds to Minimum Group SCR R0650 4.5669


Total eligible own funds to meet the group SCR (inc other fin sector and D&A) R0660 1,758,673,206 1,737,762,153 0 0 20,911,053


SCR for entities included with D&A method R0670 0


Group SCR R0680 986,714,811


Ratio of Eligible own funds to SCR including other financial sectors R0690 1.7824


Reconciliation reserve C0060


Excess of assets over liabilities R0700 1,828,512,224


Own shares (held directly and indirectly) R0710 0


Forseeable dividends, distributions and charges R0720 0


Other basic own funds items R0730 357,226,687


Adjustment for restricted own fund items of MAPs and RFFs R0740 0


Other non available own funds R0750 0


Reconciliation reserve before deduction for participations R0760 1,471,285,537


Expected profits


Expected profits included in future premiums (EPIFP) - Life business R0770 756,696,382


Expected profits included in future premiums (EPIFP) - Non-Life business R0780 8,580,332


Total Expected profits included in future premiums (EPIFP) R0790 765,276,714
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Scenario 
Year 
Period 
Rep Type 
Currency 


: Actual 
: 2016 
: Annual 
: SII 
: EUR 


MetLife EU Holding Company Ltd 


  S.23.01.04 


Own Funds 







Gross solvency capital requirement USP Simplifications


C0040 C0090 C0010


Market risk R0010 576,015,454


Counterparty default risk R0020 54,124,309


Life underwriting risk R0030 600,516,761 None None


Health underwriting risk R0040 84,757,166 None None


Non-life underwriting risk R0050 14,410,436 None None


Diversification R0060 -347,677,611


Intangible asset risk R0070 0


Basic Solvency Capital Requirement R0100 982,146,516


Calculation of Solvency Capital Requirement C0100


Operational risk R0130 88,366,089


Loss-absorbing capacity of technical provisions R0140 -4,913,788


Loss absorbing capacity of deferred taxes R0150 -90,063,351


Capital requirement in accordance with Art 4 of Directive 2003/41/EC R0160 0


Solvency capital requirement excluding capital add-on R0200 975,535,466


Capital add-ons already set R0210 0


Solvency capital requirement R0220 986,714,811


Other information on SCR


Capital requirement for duration-based equity risk sub-module R0400 0


Notional Solvency Capital Requirements for remaining part R0410 0


Notional Solvency Capital Requirement for ring fenced funds R0420 0


Notional Solvency Capital Requirements for matching adjustment portfolios R0430 0


Diversification effects due to RFF nSCR aggregation for article 304 R0440 0


Minimum consolidated group solvency capital requirement R0470 380,511,604


Information on other entities


Capital requirement for other financial sectors (Non-insurance capital requirements) R0500 10,387,458


Capital requirement for other financial sectors (Non-insurance capital requirements) - Credit  institutions, 


investment firms and financial institutions, alternative investment funds managers, UCITS management companies 
R0510 10,387,458


Capital requirement for other financial sectors (Non-insurance capital requirements) - Institutions for occupational 


retirement provisions
R0520 0


Capital requirement for other financial sectors (Non-insurance capital requirements) - Capital requirement for non- 


regulated entities carrying out financial activities
R0530 0


Capital requirement for non-controlled participation requirements R0540 791,888


Capital requirement for residual undertakings R0550 0


Overall SCR


SCR for undertakings included via D and A R0560 0


Solvency capital requirement R0570 986,714,811
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Scenario 
Year 
Period 
Rep Type 
Rep Unit 
Currency 


: Actual 
: 2016 
: Annual 
: SII 
: [None] 
: EUR  


MetLife EU Holding Company Ltd 


  S.25.01.22 


Solvency Capital Requirement - for undertakings on Standard Formula 







Country
Identification code and type of code of the 


undertaking
Legal Name of the undertaking Type of undertaking Legal form Category (mutual/non mutual) Supervisory Authority Supervisory Authority


C0010 C0020 C0040 C0050 C0060 C0070 C0080 C0080


GB LEI/635400NHEHNLNOOCON25 MetLife Pension Trustees Limited
Credit institutions, investment firms and financial 


institutions
incorporated companies limited by shares Non-mutual Financial Conduct Authority Not Required


IE LEI/549300D366WPHJ4OJ240 MetLife Europe d.a.c. Composite insurer incorporated companies limited by shares Non-mutual Central Bank of Ireland Financial Conduct Authority


IE LEI/635400NKTDCRIP8MW721 MetLife Europe Services Limited
Ancillary services undertaking as defined in Article 1 (53) 


of Delegated Regulation (EU) 2015/35
incorporated companies limited by shares Non-mutual Not Required Central Bank of Ireland


IE LEI/635400UXRXZZHNPISH82 MetLife Europe Insurance d.a.c. Non-life insurer incorporated companies limited by shares Non-mutual Central Bank of Ireland Not Required


IE LEI/635400CHXE7WQ4KORZ69 MetLife Services EEIG
Ancillary services undertaking as defined in Article 1 (53) 


of Delegated Regulation (EU) 2015/35
Unlimited Non-mutual Not Required Central Bank of Ireland


PL LEI/259400B0G3LJVFVZS942
MetLife Towarzystwo Ubezpieczeń na Życie i 


Reasekuracji Spółka Akcyjna
Life insurer Spolka Akcyjna Non-mutual Komisja Nadzoru Finansowego Not Required


PL LEI/635400ZQXFFERFINH330
MetLife Powszechne Towarzystwo Emerytalne 


S.A.


Credit institutions, investment firms and financial 


institutions
Spolka Akcyjna Non-mutual Komisja Nadzoru Finansowego


Komisja Nadzoru 


Finansowego


PL LEI/635400GH2ZGTVF346I21 MetLife Services Sp z.o.o
Ancillary services undertaking as defined in Article 1 (53) 


of Delegated Regulation (EU) 2015/35
'spólka z ograniczona odpowiedzialnoscia Non-mutual Not Required


Komisja Nadzoru 


Finansowego


PL LEI/635400TDD6OUGVL3EI20
MetLife Towarzystwo Funduszky 


Inwestycyjnych S.A.


Credit institutions, investment firms and financial 


institutions
Spolka Akcyjna Non-mutual Komisja Nadzoru Finansowego Not Required


CY LEI/213800UIDP74TSEDWO97 Hellenic Alico Life Insurance Company Ltd Life insurer εταιρεία περιορισμένης ευθύνης με μετοχές Non-mutual
Insurance Companies Control 


Svc


Komisja Nadzoru 


Finansowego


CY LEI/635400CGNSC556VFPB57 MetLife Services Cyprus Limited
Ancillary services undertaking as defined in Article 1 (53) 


of Delegated Regulation (EU) 2015/35
εταιρεία περιορισμένης ευθύνης με μετοχές Non-mutual Not Required


Insurance Companies 


Control Svc


GR LEI/213800MM677CWPSYWJ83 METLIFE LIFE INSURANCE S.A. Composite insurer ανώνυμη εταιρία’ Non-mutual National Bank of Greece Not Required


GR LEI/213800MM677CWPSYWJ83/GR/36321 MetLife Mutual Fund Management Company
Credit institutions, investment firms and financial 


institutions
Ανώνυμη Εταιρία Non-mutual


Hellenic Capital Market 


Commission
National Bank of Greece


HU LEI/635400JBCECJBZXQ8486 Elso Amerikai-Magyar Biztosítási Ügynök Kft.
Ancillary services undertaking as defined in Article 1 (53) 


of Delegated Regulation (EU) 2015/35
incorporated companies limited by shares Non-mutual Not Required


Hellenic Capital Market 


Commission


RO LEI/635400BZJFKMRZMKBB72/RO/36351 Metropolitan Life SAFPAP S.A.
Credit institutions, investment firms and financial 


institutions
Societate pe actiuni Non-mutual


Autoritatea de Supraveghere 


Financiara
Not Required


SK LEI/635400PSUHC4N8DXDH26 MetLife Slovakia s.r.o.
Ancillary services undertaking as defined in Article 1 (53) 


of Delegated Regulation (EU) 2015/35
incorporated companies limited by shares Non-mutual Not Required


Autoritatea de Supraveghere 


Financiara


BG LEI/635400BZJFKMRZMKBB72/BG/36370 MetLife Services EOOD
Ancillary services undertaking as defined in Article 1 (53) 


of Delegated Regulation (EU) 2015/35
Еднолично дружество сограничена отговорност Non-mutual Not Required National Bank of Slovakia


IT LEI/635400TW2BMPPHFLE121 Agenvita S.r.l.
Ancillary services undertaking as defined in Article 1 (53) 


of Delegated Regulation (EU) 2015/35
S.r.L Non-mutual Not Required Not Required


FR LEI/635400XE43DKKBISHK71 MetLife Solutions S.A.S.
Ancillary services undertaking as defined in Article 1 (53) 


of Delegated Regulation (EU) 2015/35
Société par Actions Simplifiée Non-mutual Not Required Not Required


IE LEI/635400BZJFKMRZMKBB72 MetLife EU Holding Company Limited
Insurance holding company as defined in Art. 212Â§ [f] of 


Directive 2009/138/EC
incorporated companies limited by shares Non-mutual Not Required Not Required


ES LEI/635400BZJFKMRZMKBB72/ES/36484 MetLife Services Sociedad Limitada
Ancillary services undertaking as defined in Article 1 (53) 


of Delegated Regulation (EU) 2015/35
incorporated companies limited by shares Non-mutual Not Required Not Required
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Scenario 
Year 
Period 
Rep Type 
Rep Unit 
Currency 


: Actual 
: 2016 
: Annual 
: SII 
: [None] 
: EUR  


MetLife EU Holding Company Ltd 


  S.32.01.04 


Undertakings in the scope of the group 







Group solvency calculation


Capital share
Used for the establishment of 


accountingconsolidated accounts
Voting rights Other criteria Level of influence


Proportional Share used for group 


solvency calculation
Inclusion in the scope of Group supervision Date of decision if art. 214 is applied


Method chosen and under method 1, 


treatment of the undertaking


C0180 C0190 C0200 C0210 C0220 C0230 C0240 C0250 C0260


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Sectoral rules


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


93.00% 100.00% including 7.00% of minority interests 93.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Sectoral rules


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Sectoral rules


27.5% 27.5% 27.5% Significant 0.00% Included into scope of group supervision Method 1: Adjusted equity method


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Sectoral rules


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Sectoral rules


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation


100.00% 100.00% 100.00% Dominant 100.00% Included into scope of group supervision Method 1: Full consolidation
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Criteria of influence Inclusion in the scope of Group supervision


MetLife EU Holding Company Ltd 


  S.32.01.04 


Undertakings in the scope of the group 
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Executive summary 


Background
MetLife Europe d.a.c. (the Undertaking) is an Irish incorporated entity domiciled in Ireland and is authorised 
by the Central Bank of Ireland (CBI) to transact life assurance business in Life Classes I, III, IV and VI and 
Non-Life Classes 1 and 2 under the European Union (EU) (Insurance and Reinsurance) Regulations 2015 
(S.I. No 485 of 2015).


The Undertaking’s immediate parent company is MetLife EU Holding Company Limited (MetLife EU) and its 
ultimate parent company is MetLife Inc., a company domiciled in the United States of America (USA).


The Undertaking has branches in the United Kingdom (UK), Italy, Spain, Portugal, France, Bulgaria, Slovakia, 
Czech Republic, Hungary, Cyprus and Romania. The Undertaking also operates via Freedom of Service (FOS) 
in Poland, Greece, Norway, Germany, Austria, and the Netherlands. The Undertaking reinsures business from 
Russia and Indonesia.


The Undertaking is required to submit the 2017 Solvency and Financial Condition Report (SFCR) to the Central 
Bank of Ireland (CBI) as part of the 2017 annual Solvency II returns. The SFCR is prepared pursuant to the 
Commission Delegated Regulation (EU) 2015/35 (The Delegated Acts) and the European Insurance and 
Occupational Pensions Authority (EIOPA) Final Report on Public Consultation No. 14/047. The Delegated 
Acts supplement Directive 2009/138/EC as implemented in Ireland by the EU (Insurance and Reinsurance) 
Regulations 2015.


The SFCR is an annual public document and is available on the Undertaking's website.


Content
The following summarises the information included in the SFCR by section and notes any material changes 
during the year.  


A - Business and Performance


Significant business events
The Undertaking paid a dividend of €222m to MetLife EU. The directors were satisfied that there was sufficient 
solvency cover, based on the Own Risk and Solvency Assessment (ORSA), to support the payment of the 
dividend. In addition, there were sufficient International Financial Reporting Standards (IFRS) distributable 
reserves based on the Companies Acts 2014 requirements.


MetLife EU purchased the 4% minority shareholding from American Life Insurance Company and International 
Technology and Advisory Services Limited, to become the sole shareholder in the Undertaking.


The Board reviewed its strategy in 2016, in line with a strategic refresh carried out by the ultimate parent 
MetLife Inc. To execute its strategy MetLife Inc., has identified "enablers" such as leveraging digital to help 
drive transformation and combat customer confusion and hidden costs by focusing on simplifying operations 
and products. The Undertaking is evaluating processes with the  view of simplifying or automating where 
possible to ensure it can continually adapt to the environment it operates in.


The Solvency II regulatory framework was implemented on 1 January 2016. In May 2017, the Undertaking 
made its first submission of the annual Quantitative Reporting Templates (QRTs), the SFCR and the Regular 
Supervisory Report (RSR).


In January 2017, the Undertaking announced the closure of the agency distribution channel in its Spanish 
branch and the merger of the executive management teams of the Czech and Slovakian branches.


In July 2017, the Undertaking closed its UK Wealth Management unit linked business to new business and 
refocused its strategy within the UK to drive the growth of its group life and individual protection businesses.
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Business performance
The financial statements are prepared under International Financial Reporting Standards (IFRS). There is a 
decrease in IFRS profit of €12m from €106m in 2016 to €94m in 2017. This is mainly due to higher non-
operating restructuring costs partially offset by an improved underwriting result arising from business growth. 
There are no material changes by line of business or by geographical segment over the reporting period.


B - Systems of Governance


Governance structure and roles
The key organs of the system of governance are the Board of Directors, Executive Management and the 
various committees. There have been no material changes to the systems of governance over the reporting 
period. 


The Board directs the Undertaking's affairs to ensure its prosperity, whilst meeting the appropriate interests 
of its shareholders and third parties, such as customers and regulators. In particular, the Board provides 
effective, prudent and ethical oversight of the Undertaking.


The Board is responsible for, among other things, where relevant, reviewing and/or setting and overseeing:


• The business strategy;
• The amounts, types and distribution of capital adequate to cover the risks of the Undertaking;
• The strategy for the ongoing management of material risks;
• A robust and transparent organisational structure with effective communication and reporting  


channels;
•  A remuneration framework that is in line with the risk strategy of the Undertaking; and
•  An adequate and effective internal control framework, that includes well-functioning risk  management, 


compliance and internal audit functions as well as an appropriate financial reporting and accounting 
framework.


The Corporate Governance Structure is supported by the Executive Management organisational structure, 
which defines key areas of authority and responsibility and establishes the appropriate lines of reporting. The 
Executive Management is responsible for the day to day running of the Undertaking and is led by the Chief 
Executive Officer (CEO).


The committees of the Board are:


• Audit Committee;
• Risk Committee;
• Investment Committee; and
• Nomination Committee.


Fit and proper requirements
The Undertaking's Fitness and Probity Policy sets out the minimum standards, in compliance with the CBI 
Fitness and Probity Standards and relevant legislation. It is there to ensure that a person, who is known as a 
'Responsible Person', has the necessary qualities and competencies in order to allow him/her to perform the 
duties and carry out the responsibilities of his/her position within the Undertaking. The qualities and 
competencies relate to the integrity demonstrated by a Responsible Person in personal behaviour and business 
conduct, soundness of judgement, a sufficient degree of knowledge and experience and appropriate 
professional qualifications.


Risk management and internal controls
The Risk Management Framework (the Framework) sets out the approaches to risk management and structure 
to be followed by all associates in their capacity as executives, management and staff. The key objectives of 
the Framework are to:


• Promote a strong risk culture in the Undertaking, rooted in the Undertaking’s purpose and values, in 
particular customer protection;


• Ensure consistent, systematic management of risks across all businesses, operations and risk types; 
and


• Enable decision makers to efficiently direct the Undertaking’s resources to appropriate business 
opportunities that are within the Board’s risk appetite.
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A key element of risk management is the ORSA. The ORSA is a bespoke strategic analysis which links together 
all pillars of Solvency II and all areas of the Undertaking. It enables the Board to understand the risks faced, 
and how they translate into capital needs or alternatively require mitigating actions. The ORSA process is an 
ongoing and continuous process, of which the annual report is a complete board-level roundup at a point in 
time providing a meaningful and useful report to the Board. The results of the ORSA process and the insights 
gained in the process provide input into risk management, long-term capital management, business planning 
and product development and design.


The Undertaking’s Control Framework promotes the importance of having appropriate internal controls and 
ensuring that all associates are aware of their role in the internal control system. The Control Framework sets 
out clear standards for the design, operation, validation and oversight of the system of Internal Control. It 
defines how effective internal control is achieved through joint responsibilities of the general managers and 
the Heads of Functions.


C - Risk Profile
The Undertaking is exposed to underwriting, market, credit, liquidity and operational risk. Overall the risk profile 
remained relatively stable over the year with risk exposures moving in line with business mix and volumes 
and changes in reinsurance treaties. The closure of the UK unit linked business to new business during 2017 
has not resulted in any significant change in the current risk profile of the Undertaking. However, over time 
the run off of this business will result in a reduction in risk exposures, in particular market risk.


Underwriting risk includes mortality risk, longevity risk, morbidity risk, policyholder-behaviour risk, and expense 
risk. Underwriting risks are primarily mitigated through diversification and single-exposure limits for different 
components such as mortality and morbidity. Risks in excess of such limits can be accepted but must be 
reinsured. Catastrophe reinsurance is used to limit the total loss that can be incurred as the result of single 
events and to manage risk concentrations. 


The Undertaking is exposed to market risks, including interest rates due to timing differences of asset and 
liability cash flows and basis differences between valuation rates, different currencies and equity markets, 
either indirectly through revenues that depend on the value of investments covering unit-linked policies or 
directly through positions held to facilitate policyholder transactions or guarantees provided to policyholders. 
Market risks are primarily mitigated through aligning assets and liabilities, in particular in terms of currencies 
and timing of cash flows. The risks relating to investment guarantees on the UK unit linked variable annuity 
(VA) business are reinsured. Equity exposures from the book of unit linked policies are managed through 
product design and selection of suitable investment funds.


The Undertaking is exposed to credit risks (i.e. the risk of a value decrease of assets or increase of liabilities 
due to the default of third parties, or the increase of the probability of such a default and/or the associated 
loss). Exposure to credit risk comes primarily from the investment portfolio and from a number of counterparties 
related to risk mitigation. Credit risks are primarily mitigated through asset allocation, diversification and single-
exposure limits. For counterparty exposures, the Undertaking may require the placement of collateral.


The Undertaking is exposed to liquidity risks where it is obliged to settle liabilities at short notice and assets 
cannot be liquidated at all or only with very significant haircuts. Given the long-term nature of its business, 
there are only very few areas in which liquidity risk can arise. Liquidity risks are primarily mitigated through 
asset allocation, diversification and single-exposure limits, and by avoiding entering obligations to provide 
liquidity to counterparties.


The Undertaking is exposed to operational risk consistent with other financial institutions, including the impact 
of changes in the regulatory and legal environments, the dependency on multiple internal and external operators 
(for investment activities as an example) and complex modelling for financial reporting and solvency reporting. 
Operational risks are primarily mitigated through functional controls, which are integral elements of the 
Undertaking’s Risk Framework, independently validated by Risk, Compliance (where applicable) and Internal 
Audit functions.


In addition to the risks covered above, the Undertaking may in the future also be exposed to emerging risks. 
The Undertaking currently considers geopolitical risk, disruptive technology (including transformative 
technology for insurance distribution (‘InsurTech’) and cybersecurity issues) and regulatory changes on data 
protection and business conduct that can transform the insurance industry, as key emerging risks.
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The decision of the UK to leave the EU (‘Brexit’) may have implications for the Undertaking's business in the 
UK and its legal structure. At this time, there are still a number of possible outcomes, ranging from a scenario 
where the business could operate uninterrupted, to a scenario where the Undertaking would no longer be able 
to operate in the UK except through a subsidiary. The Undertaking is monitoring the withdrawal process and 
assessing the impact for the UK business.


The Undertaking reviews its risk exposures regularly and considers potential actions to align exposure to risk 
appetite.


D - Valuation for solvency purposes 


Assets
Assets are valued at fair value for Solvency II. This represents the amounts for which the assets could be 
exchanged between knowledgeable willing parties in an arm’s length transaction. The main valuation 
differences between Solvency II and IFRS relate to deferred acquisition costs and intangible assets, which 
are not recognised under Solvency II. In addition property, plant and equipment is measured at cost less 
accumulated depreciation for IFRS as against fair value for Solvency II. Commercial mortgage loans are stated 
at unpaid principal balance, adjusted for any deferred fees for IFRS compared to fair value for Solvency II. 


Technical Provisions
The technical provisions correspond to the current amount the Undertaking would have to pay if they were to 
transfer their insurance obligations immediately to another Undertaking. The value of technical provisions are 
equal to the sum of a best estimate liability (BEL) and a risk margin. The best estimate corresponds to the 
probability weighted average of future cash-flows taking account of the time value of money. The cash-flow 
projections reflect the expected realistic future demographic, legal, medical, technological, social and economic 
developments over the lifetime of the insurance and reinsurance obligations. The risk margin is a fair value 
adjustment that captures the cost of holding the unhedgeable part of the Solvency Capital Requirement (SCR) 
over the lifetime of the policies in force. 


The calculation of amounts recoverable from reinsurance contracts follow the same principles and methodology 
as presented above for the calculation of other parts of the technical provisions.


Solvency II and IFRS have different rules for classifying/grouping insurance contracts, and these rules affect 
the valuation of the liabilities. Solvency II capitalises all future profits, subject to contract boundaries, whereas 
IFRS generally does not. Solvency II determines a risk margin, whereas this concept does not generally apply 
to IFRS. 


Solvency II requires assumptions to be based on best estimate whereas IFRS may apply Provisions for Adverse 
deviations to the assumptions used to value the reserves. The Solvency II assumptions are revised on a 
regular basis to adjust for recent experience and changes to market factors. The principal assumptions used 
in the determination of technical provisions relate to lapses, expenses, mortality and morbidity.


Net technical provisions have decreased by €543m from €9,831m in 2016 to €9,288m in 2017. This is mainly 
due to organic changes in relation to new business, actual experience and market movements (e.g. interest 
rates, foreign exchange), and roll-forward of the technical provisions on the in-force business (release of cash 
flows and risk margin, unwind of discount rate). This is partially offset by a net €16m increase in provisions 
due to modelling, methodology and assumption updates. 


E - Capital Management 


Capital Management Policy
The strategic objectives of capital management for the Undertaking are:


• Regulatory compliance: to ensure compliance with the Undertaking's regulatory capital requirements.
• Efficient allocation: to manage and allocate capital efficiently to achieve sustainable returns and 


facilitate growth objectives.
• Financial strength: to ensure access to capital markets on competitive terms, so that the Undertaking’s 


overall cost of capital is minimised.


Taken together, these strategic goals strengthen the Undertaking's ability to withstand losses from adverse 
business and market conditions, enhance its financial flexibility and serve the interests of stakeholders.
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The Undertaking's capital is monitored through the capital management process and within the Undertaking's 
stated risk appetite limits. Any breaches of these limits is escalated in accordance with and as defined by any 
relevant regulatory or internal policies. The Undertaking's risk appetite recognises the regulatory minimum 
standard, as it applies to technical provisions, own funds and capital under Solvency II, and sets the target 
ongoing solvency level in order to enable the Undertaking to withstand the financial implications of adverse 
experience.


There has been no material changes to capital management policy over the reporting period. 


Own funds and SCR
The SCR is calculated using the standard formula approach. This method uses stresses for each of the 
individual risks as calibrated by EIOPA. EIOPA also provides the standard correlation matrices for the purpose 
of aggregation. It is based on a modular approach consisting of a core of life, non-life, market, health and 
counterparty default risks with associated sub-modules. These are aggregated using correlation matrices, 
both at the sub-module and the main module level. The operational risk component and adjustments for the 
risk absorbing effect of future profit sharing and deferred taxes are then allowed for, to give the overall SCR.


The own funds, SCR, solvency ratio and Minimum Capital Requirement (MCR) are as follows:


31-Dec-17 31-Dec-16 Movement
€'m €'m €'m


Own Funds
Tier One 1,202 1,340 (138)
Tier Two — — —
Tier Three 3 3 —
Eligible own funds for SCR 1,205 1,343 (138)


SCR 813 781 32
Solvency Ratio 148% 172% (24)%


Eligible own funds for MCR 1,202 1,340 (138)
MCR 309 318 (9)


Own funds decreased by €138m from €1,343m in 2016 to €1,205m in 2017. This is primarily due to the dividend 
payment and technical provision modelling updates. This is partially offset by the impact of business growth, 
capital markets and technical provision assumption and methodology updates. The SCR increased by €32m 
from €781m in 2016 to €813m in 2017. This is primarily due to business and capital market movements and 
modelling updates partially offset by the impact of new catastrophe reinsurance. As a result, the solvency ratio 
decreased by 24% from 172% in 2016 to 148% in 2017.


The Undertaking has had own funds in excess of both the SCR and MCR requirements over the reporting 
period. The ORSA assessments to date indicate that the Undertaking is adequately capitalised.


Appendix
This includes all public QRTs.


Approval
The SFCR was approved by the Board of Directors on 25th April 2018.
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A   Business and performance 


A.1   Business 


A.1.1   Overview 


The Undertaking is an Irish incorporated entity domiciled in Ireland and is authorised by the Central Bank 
of Ireland (CBI) to transact life assurance business in Life Classes I, III, IV and VI and Non Life Classes 
1 and 2 under the EU (Insurance and Reinsurance) Regulations 2015 (S.I. No. 485 of 2015).


The Undertaking’s immediate parent company is MetLife EU Holding Company Limited (MetLife EU) and 
its ultimate parent company is MetLife Inc., a company domiciled in the USA. See section  A.1.3 for details 
on the Group entity structure.


The Undertaking has branches in the UK, Italy, Spain, Portugal, France, Bulgaria, Slovakia, Czech 
Republic, Hungary, Cyprus and Romania.  The Undertaking also operates via Freedom of Service (FOS) 
in Poland, Greece, Norway, Germany, Austria, and the Netherlands. The Undertaking reinsures business 
from Russia and Indonesia. 


The Undertaking's regulatory supervisor is the CBI, whose address is:


Central Bank of Ireland
New Wapping Street,
North Wall Quay,
Dublin 1


The Undertaking's external auditor is Deloitte, whose address is:


Deloitte
Chartered Accountants and Statutory Audit Firm
Deloitte & Touche House
Earlsfort Terrace
Dublin 2


See section A.2 for a description of the Undertaking's underwriting performance by material lines of 
business and geographical areas.


A.1.2   Significant business and other events 


MetLife Inc. operates within Europe through various subsidiaries. Over the past number of years the 
Undertaking participated in a significant restructuring of MetLife Inc.’s European operations to leverage 
the options provided by the European Insurance Directives to "passport" throughout the EU from a single 
base. This restructuring programme 'Project Evolution' also aligned to the Solvency II implementation 
strategy. This restructuring was completed in 2016.


The Undertaking established a branch in the UK in 2006. Between 2012 and 2016, as part of the Project 
Evolution programme, it established branches in Italy, Spain, Portugal, France, Czech Republic, Slovakia 
Hungary, Romania, Bulgaria and Cyprus.


The Solvency II regulatory framework was implemented on 1 January 2016. In May 2017 the Undertaking 
submitted annual QRTs for the first time, the SFCR and the RSR.


In addition, throughout 2017 the Undertaking continued submitting quarterly QRTs, quarterly and bi-
annual National Specific Templates (NSTs) and the ORSA to the CBI.
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On 4 December 2017, MetLife EU purchased the 4% minority shareholding from American Life Insurance 
Company and International Technology and Advisory Services Limited, to become the sole owner of the 
Undertaking. See section A.1.3 for details.


On 7 December 2017, the Undertaking paid a dividend of €222m to MetLife EU. The directors were 
satisfied that there was sufficient solvency cover, based on the Own Risk and Solvency Assessment 
(ORSA), to support the payment of the dividend. In addition, there were sufficient IFRS distributable 
reserves based on Companies Acts 2014 requirements.


In January 2017, the Undertaking announced the closure of the agency distribution channel in its Spanish 
branch and the merger of the executive management teams of the Czech and Slovakian branches.


On 28 July 2017, the Undertaking closed its UK unit linked business to new business and refocused its 
strategy within the UK to drive the growth of its group life and individual protection businesses.


A.1.3   Entity structure 


The Undertaking's immediate parent company is MetLife EU and its ultimate parent company is MetLife 
Inc. The Undertaking's parent is subject to group regulatory supervision by the CBI. 


The Undertaking has authorised share capital of 100,000,000 shares of €1 each. At 31 December 2017, 
the Undertaking had issued €4,379,124 (2016: €4,379,124) in share capital. The qualifying holdings, 
number of shares and voting rights of the issued shares are:


31 December 2017 31 December 2016
Holdings Shares Holdings Shares


MetLife EU Holding Company Limited 100.00% 4,379,124 96.00% 4,204,097
American Life Insurance Company 0.00% — 4.00% 175,023
International Technology and Advisory 
Services Limited 0.00% — 0.00% 4


The Undertaking has a 100% owned subsidiary in the UK, MetLife Pension Trustees Limited. This 
subsidiary is trustee and administrator of personal pension schemes. 
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A.1.4   Total performance 


Total performance Section 2017 2016
reference €'m €'m


Operating
Underwriting result        A2.1 259 249
Investment income        A3.1 101 105
Other income        A4 21 24
Expenses        A4 (220) (220)
Tax        A4 (36) (27)


Total operating 125 131


Non-operating
Investment income       A3.1 492 730
Net fees        A4 (3) (10)
Foreign exchange gain/(loss)       A4 (1) (4)
Interest credited to policyholder account balances       A4 (473) (689)
Expenses       A4 (40) (28)
Tax       A4 (6) (24)


Total non-operating (31) (25)


Profit for the financial year 94 106


The financial values are per the Undertaking's IFRS financial statements.


Analysis is provided in the sections referenced above.
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A.2   Underwriting performance 


A.2.1   Underwriting performance by line of business 


The tables below set out the analysis of 2017 underwriting performance against the prior year.  


Health 
Insurance


Insurance 
with profit 


participation


Index 
linked 


and unit 
linked


Other life 
insurance


Non-life 
insurance Total


2017 2017 2017 2017 2017 2017
€'m €'m €'m €'m €'m €'m


Net earned premium 185 72 — 420 59 736
Fee income — 13 105 5 — 123
Total premium and fee 
income 185 85 105 425 59 859


Claims incurred (55) (163) — (276) (26) (520)
Change in technical provisions 1 54 (9) 99 (2) 143
Total policyholder benefits (54) (109) (9) (177) (28) (377)


Commission (55) (2) (44) (107) (13) (221)
Other variable expenses (20) (7) (57) (2) (86)
Total variable expenses (75) (9) (44) (164) (15) (307)


Deferred acquisition costs 17 10 45 9 3 84


Underwriting result 73 (23) 97 93 19 259
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Health 
Insurance


Insurance 
with profit 


participation


Index 
linked and 
unit linked


Other life 
insurance


Non-life 
insurance Total


2016 2016 2016 2016 2016 2016
€'m €'m €'m €'m €'m €'m


Net earned premium 153 73 — 640 59 925
Fee income — 12 151 4 — 167
Total premium and fee 
income 153 85 151 644 59 1,092


Claims incurred (37) (156) — (235) (24) (452)
Change in technical provisions (5) 28 (7) (157) — (141)
Total policyholder benefits (42) (128) (7) (392) (24) (593)


Commission (42) (3) (44) (91) (14) (194)
Other variable expenses (17) (7) — (61) (1) (86)
Total variable expenses (59) (10) (44) (152) (15) (280)


Deferred acquisition costs 14 21 (11) 6 — 30


Underwriting result 66 (32) 89 106 20 249


The underwriting profit increased by €10m from €249m in 2016 to €259m in 2017. This was mainly driven 
by:


• Business growth across the branches, particularly in the UK through the group and individual 
protection business as well as in Italy and Spain. 


• The Romania branch was established in May 2016, resulting in favourable impact of 2017 full 
year profit (+€6m)


• There are offsetting variances in relation to the recapture of the UK fixed term annuity (‘Other 
life insurance’) business reinsured with MetLife Bermuda, which took place on 1 January 2016. 
The Undertaking received an amount equal to the net reinsured liabilities of €254m in 
consideration for the recapture. This has resulted in higher net premium in 2016 mainly offset by 
higher policyholder benefits due to the release of the reinsured reserves.


• There are also mainly offsetting variances on fees and deferred acquisition cost (DAC) arising 
from the impact of amortisation and the annual assumption unlocking update on unit linked 
business. 


• For the insurance with profit participation line of business, the underwriting result is depressed 
due to the cost of meeting the significant levels of investment guarantees historically associated 
with this business. This impacts the results by increasing the change in technical provisions net 
of releases on claims. Such cost is offset by investment income not counted in the underwriting 
result. This line of business is largely in run-off so the relative contribution to Undertaking results 
is expected to fall over time.
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A.2.2   Underwriting performance by geographical segment 


The Undertaking performance, split by material geographic performance is set out in the table below: 


UK and Ireland Western Europe Central Europe Total
2017 2016 2017 2016 2017 2016 2017 2016
€'m €'m €'m €'m €'m €'m €'m €'m


Premium and fee 
income 217 499 392 361 250 232 859 1,092


Policyholder 
benefits (111) (339) (124) (111) (142) (143) (377) (593)


Variable 
expenses (46) (42) (175) (164) (86) (74) (307) (280)


Deferred 
acquisition costs 21 (38) 28 32 35 36 84 30


Underwriting 
result 81 80 121 118 57 51 259 249


See section A.2.1 which sets out the main drivers of the increase in underwriting profit by branch.
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A.3   Investment performance 


A.3.1   Investment return 


2017 2016
€'m €'m


Operating investment income


Non unit-linked fixed interest securities
Net interest income 101 106
Investment management expenses (3) (3)


Other
Mortgage loan income 3 2


Total operating investment income 101 105


Non-operating investment income


Unit-linked assets
Dividend income 136 101
Net interest income 5 3
Realised gains/(losses) 248 198
Unrealised gains/(losses) 102 423
Investment management expenses (1) (3)


Non unit-linked fixed interest securities
Realised gains/(losses) — 5


Other
Net gain/(losses) from derivatives 2 3


Total non-operating investment income 492 730


Total investment return 593 835


Total investment return decreased by €242m from €835m in 2016 to €593m in 2017. This is mainly driven 
by:


• Non-operating investment income decreased by €238m. This is primarily driven by compressed 
UK equity markets, reducing the level of unrealised gains. 
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A.3.2   Gains/losses recognised directly in equity 


2017 2016
€'m €'m


Investment gains/(losses) recognised directly in equity 280 352


The gains reflect the accumulation of the movements from amortised cost to fair value on available for 
sale financial assets. These are disclosed in equity in the IFRS financial statements. 


The investment gains have decreased by €72m from €352m in 2016 to €280m in 2017. This is due to:


• A roll-off in investments, combined with slightly higher market yields which have driven down the
investment revaluation reserve.


A.3.3   Investments in securitisations 


The Undertaking has no investments in securitisations. 
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A.4   Performance of other activities 


The other income and expenses of the Undertaking for the year are set out below:


2017 2016
€'m €'m


Performance of other activities
Operating
Other income 21 24
Expenses (220) (220)
Tax (36) (27)


Total operating (235) (223)


Non-operating
Expenses (40) (28)
Guaranteed fees net of reinsurance (3) (10)
Interest credited to policyholder account balances (473) (689)
Foreign exchange gain/(loss) (1) (4)
Tax (6) (24)


Total non-operating (523) (755)


Net results from other activities (758) (978)


Net costs from other activities have decreased by €220m from €978m in 2016 to €758m in 2017. This is 
mainly driven by:


• Interest credited to policyholder account balances has decreased by €216m. This is driven by 
the decrease in unit linked investment income (see section A.3.1).


• Non-operating tax has reduced by €18m mainly due to lower policyholder tax on the UK unit-
linked business. This tax offsets against the related unit linked investment income and the ‘interest 
credited to policyholder account balances’.


• Non-operating expenses have increased by €12m due to restructuring costs mainly in the UK.
• Operating expenses have remained stable. Savings arising from the closure of the UK unit-linked 


business have been offset by additional spend on regulatory data costs.
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A.5   Any other information 


Intra-group transactions
Intra-group operations and transactions are mainly related to the Undertaking’s reinsurance and 
operational arrangements. 


All intra-group operations and transactions are at arm’s length as it would be if the operations and 
transactions were with a third party.


A.5.1 Outstanding balances at year end
The Undertaking has intra-group balances with the following companies that are subsidiaries of its ultimate 
parent, MetLife Inc.:


2017 2016
€'000 €'000


MetLife EU 50,375 50,375
Alico US 6,293 2,423
Delaware Life Insurance 4,131 3,780
MetLife Solutions SAS 1,098 575
Alico United Arab Emirates 922 133
Metropolitan Life Insurance Company 192 (109)
MetLife Ireland Treasury d.a.c. 50 1
MetLife USA International Reinsurance 39 (78)
Metropolitan Life Training and Consulting s.r.l. 6 4
MetLife Services Spain 1 7
MetLife Insurance Company of Connecticut — (316)
WEE HO Expense Allocation — 405
MetLife Inc. (5) —
Metropolitan Asigurari Romania (10) —
MetLife Services Sp z.o.o (20) (6)
MetLife Investments Limited (136) (177)
MetLife Greece (183) (215)
MetLife Pension Trustees Limited (225) 1
Agenvita s.r.l. (290) (1,053)
MetLife Europe Insurance d.a.c. (830) 2,516
MetLife Services Cyprus Limited (1,441) (687)
MetLife International Holdings Inc. (1,642) (2,321)
MetLife Slovakia s.r.o. (3,133) (3,474)
MetLife Services EEIG (9,238) (5,441)
MetLife Europe Services Limited (19,228) (5,265)
MetLife Reinsurance Company of Bermuda Limited (102,400) (82,669)


A.5.2 Material transactions during the year
On 7 December 2017, the Undertaking paid a dividend of €222m to MetLife EU.
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A.5.3 Leases
The Undertaking does not hold material leases.


A.5.4 Events after the year end
On 25 March 2018, the Undertaking converted a €50.4m intercompany receivable owing from MetLife 
EU to an interest bearing ten year loan.
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B   System of governance 


B.1   General information on the system of governance 


B.1.1   Governance structure 


A consistent governance structure is in place across MetLife's European Economic Area (EEA) group of 
entities, supporting clear decision making, roles and responsibilities. The Corporate Governance Manual 
(the Manual) describes the corporate governance within the Undertaking. The Manual ensures that there 
is a common understanding of the following: 


• key organs of the Undertaking (i.e. the Board of Directors (the Board), Executive Management 
and the various committees) and their roles;


• the membership of the Board, its role, the frequency of meetings and the process for making 
changes to Board membership; 


• the membership of each of the Undertaking’s committees, each committee’s role, the 
frequency of meetings and how changes to membership are effected; 


• who is empowered to act on behalf of the Undertaking and in what capacity and to what 
extent; and 


• how certain key individuals are appointed, resign or are removed. 


The Manual also provides a central record of the current membership of the Board, the various committees, 
and a list of all Pre-Approval Controlled Functions, i.e. roles for which CBI prior approval is required. 


The governance structure defines the key areas of authority and responsibility and establishes the 
appropriate lines of reporting. The Undertaking is structured so as to achieve its objectives and to enable 
effective risk management and to carry out its activities in a manner reflective of its size and requirements.


Figure: Undertaking’s Corporate Governance Structure 


The Corporate Governance Structure is supported by the Executive Management organisational 
structure, which defines key areas of authority and responsibility and establishes the appropriate lines 
of reporting. The Executive Management is responsible for the day to day running of the Undertaking 
and is led by the Chief Executive Officer (CEO).


In Ireland, there is an established fitness and probity regime and the list of ‘key functions’ is naturally and 
conclusively defined by all those who are subject to fit and proper requirements under the CBI's guidance. 
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The list of those persons is detailed within section B.2. The following chart indicates the positions of key 
function holders within the Executive Management team and their reporting lines.


Figure: Executive Management Organisational Structure


B.1.2   Role of the Board 


The Board directs the Undertaking's affairs to ensure its prosperity, whilst meeting the appropriate interests 
of its shareholders and third parties, such as customers and regulators. In particular, the Board provides 
effective, prudent and ethical oversight of the Undertaking.


The Board is responsible for, among other things, where relevant, reviewing and/or setting and overseeing:
• the business strategy;
• the amounts, types and distribution of capital adequate to cover the risks of the Undertaking;
• the strategy for the ongoing management of material risks;
• a robust and transparent organisational structure with effective communication and reporting 


channels;
• a remuneration framework that is in line with the risk strategy of the Undertaking; and
• an adequate and effective internal control framework, that includes well-functioning risk 


management, compliance and internal audit functions as well as an appropriate financial reporting 
and accounting framework.


The Board focuses on the following key areas:


Vision and values
• Guide and set the pace for the Undertaking's current operations and future development.
• Promote appropriate values throughout the Undertaking (e.g. values on compliance through the 


compliance statement).
• Determine policies and ensure they are consistent with, and promote the vision and values, of 


the Undertaking.


Strategy and structure
• Review present and future opportunities, threats and risks in the external environment and strengths, 


weaknesses and risks relating to the Undertaking.
• Review strategic options, decide on those to be pursued and the means to implement and support 


them.
• Determine and review the Undertaking's goals.
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• Ensure that the Undertaking's organisational structure and capability are appropriate for implementing 
the chosen strategies and manage risk and compliance effectively in the Undertaking.


• Ensure that risk and compliance are managed effectively throughout the Undertaking.
• Oversee remuneration practices and shall ensure that the Undertaking has remuneration policies and 


practices that are consistent with and promote sound and effective risk management.


Delegation to management
The Board delegates certain matters by board resolution, by terms of reference for committees of the 
Board or by power of attorney to specific individuals to act on behalf of the Board in respect of certain 
matters. Where the Board delegates authority it shall monitor the exercise of this delegated authority. 
The Board cannot abrogate its responsibility for delegated authority.  


Meetings of the Board, Board working sessions and Board training sessions
The Board meets at least six times per calendar year and at least three times in every six month period.


All directors attend Board meetings in person unless they are unable to do so due to circumstances 
beyond their control (e.g. illness). However, where physical presence is not possible, directors may attend 
by teleconference or video-conference.  In the event of the absence of the Chairman, an independent 
non-executive director chairs Board meetings.


Board working sessions and Board training sessions are scheduled regularly to discuss key 
developments, projects and initiatives. The aim of these sessions is to provide the Board with the 
opportunity to explore, at an early stage, topics which will be presented at a future Board meeting for 
consideration.  


All Board meetings are arranged through the Company Secretary and the Chairman. Minuting of all Board 
meetings follow the Board/Committee minute review process in line with the Manual. 


B.1.3   Role of directors 


The role of the independent non-executive director
As an integral component of the Board, independent non-executive directors represent a key layer of 
oversight. It is essential for independent non-executive directors to bring an independent viewpoint to 
the deliberations of the Board that is objective and independent of the activities of the executives.


The role of the executive director
The role of the executive director includes to propose strategies to the Board and, following Board scrutiny, 
to execute the agreed strategies to the highest possible standards.


Responsibilities of all directors 
All directors are responsible for the following:


• ensuring that there is an effective executive team in place;
• participating actively in constructively challenging and developing strategies proposed by the 


executive team;
• participating actively in the Board’s decision making process;
• participating actively in committees of the Board; and
• exercising appropriate oversight over execution by the executive team of the agreed strategies, 


goals and objectives and to monitor reporting of performance.


B.1.4   Matters reserved for the Board 


Strategy and Management
• Responsibility for overseeing the management of the Undertaking.
• Approval of the Undertaking’s long term objectives and business strategy; and review of 


performance in light of strategy.
• Approval of all relevant Undertaking policies and MetLife Group policies where they apply to the 


Undertaking.
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• Decisions to extend the Undertaking’s activities into new business or geographic areas.
• Decisions to cease to operate all or any material part of the Undertaking’s business.
• Decisions to vary the Undertaking’s strategy for meeting the policyholder liabilities.


Structure and Capital
• Reviewing and approving the Undertaking’s financial plans.
• Approval of changes relating to the Undertaking’s capital structure, including share issues, 


reduction in capital, loan capital and gifts of capital.


Financial Reporting and Controls
• Approval of the annual report and accounts.
• Approval of the annual regulatory return to the CBI.
• Approval of significant changes in accounting policies and practices.
• Approval of dividends.
• Approval of the external auditor’s fees.


Internal Controls
• Responsibility for setting and overseeing the establishment of an adequate and effective internal 


control and risk management systems, including approval of the internal audit plan.
• Receiving reports from the audit and risk committees on, and reviewing effectiveness of, the 


Undertaking’s risk and control processes.
• Approval of the Risk Management Framework.
• Approval of the ORSA process.


Non-insurance Contracts
• Approval of capital projects.
• Approval of acquisitions, mergers or disposals.
• Approval of material contracts by nature or amount entered into by the Undertaking in the ordinary 


course of business (e.g., acquisitions or disposals of fixed assets).  Note:  Material includes, but 
is not limited to, consideration over €7,500,000 (or €5,000,000 net of reinsurance, per matter).


• Approval of new bank borrowing facilities.
• Approval of all investment transactions reserved for the Board in the investment policy.


Board Membership and other Appointments
• Other than where the shareholder exercises the right, appointment and removal of directors.
• Approval of changes to Board structure, size and composition.
• Appointment and removal of the Chairman.
• Appointment and removal of the Company Secretary.
• Appointment, reappointment and removal of the external auditor.
• Appointment and removal of Chairmen and members of committees of the Board.
• Appointment and removal from office of the CEO or the Head of a Controlled Function.


Remuneration
• Review the remuneration structure for employees of the Undertaking in line with the risk strategies 


of the Undertaking.


Delegation of Authority
• Maintain oversight of all committees of the Board including approval of the terms of reference.
• Review information from committees of the Board on their activities.
• Approval of Undertaking’s authorised signatories.
• Authorising individuals to grant powers of attorney.


Corporate Governance
• Review and approval of the Undertaking’s overall corporate governance arrangements.
• Consider balance of interests between shareholders, employees and customers.
• Undertake a formal annual review of its own performance, that of its committees and that of 


individual directors.
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Compliance 
• Approval of the compliance monitoring programme.
• Responsibility for review and monitoring of Treating Customers Fairly (TCF) across the business.


Other
• Approval and settlement of material litigation matters.
• Approval of schedule of matters reserved to the Board.
• Any decision likely to have a material impact on the Undertaking from any perspective, including, 


but not limited to, financial, operational, strategic or reputational.


B.1.5   Role of CEO 


The Board appoints a CEO.  


The CEO is the most senior executive officer and has ultimate executive responsibility for the Undertaking's 
operations, compliance and performance. The CEO is a director of the Undertaking. The CEO is the main 
link between the executive and the Board. The CEO has certain authorities delegated to him by the Board. 


In conjunction with the Chairman of the Board, the CEO is responsible for agreeing the remuneration of 
the independent non-executive directors.


The Executive Management is responsible for the day to day running of the Undertaking and is led by 
the CEO. 


B.1.6   Board committee structure 


The purpose of a committee of the Board is to provide more detailed oversight of particular areas of the 
Undertaking’s activities.


The Board has oversight of all committees of the Board and ensures and documents that all members 
of any committees of the Board have the necessary skills, knowledge, expertise and time to fulfil that 
role.  Minutes of all committees of the Board are distributed to the Board either at a Board meeting or via 
Board Vantage. The Board documents and provides any necessary training to those members to ensure 
they have, and maintain, the necessary skills and experience.  


The current committees of the Board are:
• Audit Committee;
• Risk Committee;
• Investment Committee; and
• Nomination Committee.


The Audit Committee
The purpose of the Audit Committee includes to assist the Board in fulfilling its statutory and fiduciary 
responsibilities relating to the external reporting of financial information, internal controls and the 
independence and effectiveness of internal and external audit.


The role of the Audit Committee, its membership, frequency of meetings and reporting requirements are 
set out in the Terms of Reference of the Audit Committee as approved by the Board.


The Board Risk Committee
The purpose of the Board Risk Committee (BRC) includes the responsibility for oversight and advice to 
the Board on the current risk exposures of the Undertaking and its future risk strategy.  The BRC advises 
and makes recommendations to the Board on the following:


• risk appetite and tolerance for future strategy (taking into account  the Board’s overall risk 
appetite), the current financial position of the Undertaking and, drawing on the work of the Audit 
Committee and the external auditor, the capacity of the Undertaking to manage and control risks 
within the agreed strategy;
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• the system and programme of risk management with the aim of identifying, measuring, controlling 
and reporting risks;


• the alignment of strategy with the Board’s risk appetite; and
• promoting and embedding a risk awareness culture within the Undertaking.


The BRC also oversees the risk management function.


The role of the BRC, its membership, frequency of meetings and reporting requirements are set out in 
the Terms of Reference as approved by the Board.


The Investment Committee
The purpose of the Investment Committee includes to assist the Board in fulfilling its statutory and fiduciary 
responsibilities relating to the oversight of investment management for the Undertaking.


The role of the Investment Committee, its membership, frequency of meetings and reporting requirements 
are set out in the Terms of Reference of the Investment Committee as approved by the Board.


The Nomination Committee
The purpose of the Nomination Committee includes to:
• Make recommendations to the Board on all new appointments of both executive and non-executive 


directors; and
• Be involved in succession planning for the Board, bearing in mind the future demands on the 


Undertaking and the existing level of skills and expertise.


The role of the Nomination Committee, its membership, frequency of meetings and reporting requirements 
are set out in the Terms of Reference of the Nomination Committee as approved by the Board.


B.1.7   Main roles and responsibilities of key functions 


This section details the roles and responsibilities of the four mandatory 'key functions' of Internal Audit, 
Compliance, Risk Management and the Actuarial function. 


The role of Head of Internal Audit 
The Head of Internal Audit reports to the Chairman of the Audit Committee. The Head of Internal Audit 
is responsible for:


• leading the performance of all audit activities across the Undertaking;
• providing input and challenge to management regarding the effectiveness of risk management 


and internal control processes across the Undertaking;
• evaluating the design and operating effectiveness of the Undertaking’s policies and processes;
• performing consulting and advisory services related to governance, risk management and control 


processes;
• developing, presenting and executing appropriate risk-based audit plans in accordance with 


MetLife’s global audit methodology, including presenting quarterly plans for review and approval 
by the Audit Committee;


• providing timely reports to the Audit Committee regarding the outputs of planned audit activities, 
including progress against agreed management action plans;


• attending, presenting at, and issuing reports to the appropriate governing bodies, including the 
Audit Committee, the BRC and other committees as appropriate;


• providing the Audit Committee and the broader management team with an understanding of 
Internal Audit’s methodology and approach;


• ensuring that the Internal Audit team is appropriately resourced in terms of skills and experience 
to undertake planned audit activities;


• assisting the Audit Committee in meeting its fiduciary responsibilities;
• maintaining open, constructive and cooperative working relationships with regulators, including 


the CBI; and
• developing and maintaining an effective working relationship with the external auditors. 
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The role of Head of Compliance
The Head of Compliance is a member of the Undertaking’s Executive Management and reports to the 
CEO.  The Head of Compliance is the executive officer with primary responsibility for ensuring that the 
Undertaking remains compliant with applicable laws, requirements and regulations and with the 
Undertaking’s Compliance Policies, Procedures and Programmes.


The role of Chief Risk Officer (CRO)
The CRO is a member of the Undertaking’s Executive Management and reports to the CEO. The CRO 
is a director of the Undertaking.  The CRO’s primary responsibility is to the Board. The CRO reports to 
the Board periodically and has direct access to the Chairman.  The CRO reports to the BRC on a regular 
basis.  The CRO chairs the Executive Risk Committee.


The CRO is the senior executive officer with responsibility for the risk management function and for 
maintaining and monitoring the effectiveness of the Undertaking’s risk management system.  


The role of the Head of Actuarial Function
The Head of Actuarial Function is a member of the Undertaking’s Executive Management and reports to 
the Chief Finance Officer (CFO). The role relates to the delivery of actuarial services to the Undertaking 
and comprises responsibilities for general management input to the Undertaking, administration of the 
actuarial function, and statutory duties set out in legislation (subject also to regulation and professional 
guidance).


Actuarial services generally relate to the determination of technical provisions (for all accounting bases) 
and required capital, and the provision of advice in relation to capital management, underwriting, 
reinsurance and investment. 


B.1.8   Material changes 


In March 2017, the Investment Forum sub-committee of the Investment Committee was merged into the 
Unit-Linked Sub Committee.


There were no further material changes to the system of governance of the Undertaking over the reporting 
period.


B.1.9   Remuneration 


The Undertaking adopts the remuneration policy and practices determined by MetLife Inc. The 
Undertaking's Board is responsible for ensuring that in adopting the policy that it is in line with the risk 
strategies of the Undertaking and that it is consistent with and promotes sound and effective risk 
management. The Undertaking’s Board provides oversight of the remuneration policy and practices and 
ensures that these do not promote excessive risk taking.  


Remuneration Policy
MetLife’s compensation program is designed to:


• provide competitive total compensation opportunities that will attract, retain and motivate high-
performing employees;


• align compensation plans with its short-term and long-term business strategies;
• align the financial interests of the executives with those of its shareholders through stock-based 


incentives and stock ownership requirements; and 
• reinforce the pay for performance culture by making a meaningful portion of total compensation 


variable, and differentiating awards based on company and individual performance.


MetLife uses a competitive total compensation structure that consists of base salary, annual incentive 
awards and stock-based long-term incentive award opportunities. 
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Variable remuneration for eligible MetLife associates is determined by a combination of grade/seniority, 
individual performance and Group performance. There are appropriate measures in place to promote 
prudent and effective risk management and avoid promoting excessive risk taking.


The Undertaking does not provide supplementary pension schemes (i.e. superior conditions for some 
individuals) or early retirement schemes for members of the Board or other key function holders. 


B.1.10   Material transactions with related parties 


Material transactions with shareholder
On 7 December 2017, the Undertaking paid a dividend of €222m to its immediate parent, MetLife EU 
Holding Company Limited.


Other intra group balances and transactions are set out in sections A.5.1 and A.5.2.


As disclosed in section A.5.4, subsequent to the year end, on 25 March 2018, the Undertaking converted 
a €50.4m intercompany receivable owing from MetLife EU to an interest bearing ten year loan.


Material transactions with persons who exercise a significant influence on the Undertaking
There were no material transactions with any persons who exercise a significant influence on the 
Undertaking over the reporting period.


Material transactions with members of the Board
There were no material transactions with members of the Board over the reporting period.


B.1.11   Adequacy of system of governance 


The Executive Management and the Board regularly review the adequacy of the system of governance 
as a whole and in selected areas, to confirm it remains adequate for the Undertaking’s needs, and to 
prioritise areas of improvement. Aside from the changes described above in section B1.8, there were no 
major changes required to the system of governance during 2017 as a result of these reviews.
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B.2   Fit and proper requirements 


B.2.1   Fit and proper policy 


The Undertaking's Fitness and Probity Policy (the Policy) sets out the minimum standards, in compliance 
with the CBI Fitness and Probity Standards and relevant legislation. It is there to ensure that a person, 
who is known as a 'Responsible Person', has the necessary qualities and competencies in order to allow 
him/her to perform the duties and carry out the responsibilities of his/her position within the Undertaking. 
The qualities and competencies relate to the integrity demonstrated by a Responsible Person in personal 
behaviour and business conduct, soundness of judgement, a sufficient degree of knowledge and 
experience and appropriate professional qualifications.


Compliance with the Policy is mandatory for the Undertaking and its branches. Specifically, the Policy 
sets out and describes the approach for assessing and monitoring individuals’ fitness and probity.


Definitions
• Pre-Approval Controlled Functions (PCFs): The specific Controlled Functions (CFs) are set out 


in Schedule 2 of the Regulations. Persons appointed to a PCF must be approved in writing by 
the CBI, prior to their appointment.


• CFs: Specific functions as set out in the Regulations. Persons performing these functions include 
the persons who exercise a significant influence in the affairs of the Undertaking, monitor 
compliance or perform functions in a customer facing role. In determining whether an individual 
is performing a CF, the Undertaking assesses the role and responsibilities of the person in line 
with the relevant regulatory requirements.


• Regulations: Central Bank Reform Act 2010 (Sections 20 and 22) Regulations 2011 as amended.
• Responsible Person: Any person performing one or more CF role.


Assessment of fit and proper 
The Undertaking does not permit a person to perform a CF unless it is satisfied on reasonable grounds 
that the person complies with the standards described below and has obtained confirmation from the 
person that he/she agrees to abide by the standards. 


The standards provide that a Responsible Person must be: 
• Competent and capable;
• Honest, ethical and act with integrity; and
• Financially sound.


The Undertaking has in place appropriate procedures to maintain a register of all Responsible Persons 
(the Register) and a record of all due diligence undertaken in respect of such Responsible Persons. 


Notification is made to the CBI (to the extent required) following any change to the Register arising either 
from the appointment, resignation, retirement, removal or material change in the responsibilities of a 
Responsible Person’s role.   


The notification to the CBI is carried out by Compliance following a review of the fit and proper assessment 
and completion of an individual questionnaire, if required based upon the event in question.  
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Fitness criteria
In determining a Responsible Person’s competence and capability for performing their role, assessments 
may include, but will not be limited to:


• Whether the person satisfies the relevant training and competence requirements, which may be 
satisfied by evidence of qualifications (e.g. diplomas, degrees and professional memberships) 
and capability appropriate to the corresponding position description.


• Whether the person has demonstrated by experience that they are able, or can reasonably be 
expected to be able, to perform the intended function.  Employment and reference checks may 
be used to establish such ability.


Probity criteria
In determining a Responsible Person’s honesty, integrity and reputation for performing his/her role, the 
following factors may be considered, among others:


• Has the person been convicted of any criminal offence, whether or not presently of record; 
(particularly relevant being any offence involving dishonesty, fraud, financial crime or other 
offences under legislation relating to companies, building societies, industrial and provident 
societies, credit unions, friendly societies, banking and or other financial services, insolvency, 
consumer credit companies, insurance, and consumer protection, money laundering, market 
manipulation or insider dealing)?


• Has the person had any adverse finding against him/her or settlement in civil proceedings, 
particularly in connection with investment or other financial business, misconduct, fraud or the 
formation or management of a body corporate?


• Has the person had personal involvement in any investigation or disciplinary proceeding resulting 
in sanction or adverse finding with any requirements or standards of any supervisory bodies/
regulatory authorities, clearing houses and exchanges, professional bodies, or government 
bodies or agencies?


• Has the person been involved as a Responsible Person with a company, partnership or other 
organisation that has been refused registration, authorisation, membership or a licence to carry 
out a trade, business or profession, or has had that registration, authorisation, membership or 
licence revoked, withdrawn or terminated, or has been expelled by the CBI  or government body 
or agency?


• Has the person been refused the right to carry on a trade, business or profession requiring a 
licence, registration or other authority as a result of the removal of the relevant licence or 
registration?


• Has the person served as a director, partner, or chief executive of a business that has gone into 
insolvency, liquidation or administration while personally connected with that organisation or 
within one year after that connection?


• Has the person been investigated, disciplined, censured, suspended or criticised by a supervisory 
body/regulatory authority, professional body, government body or agency, a court or tribunal, 
whether publicly or privately, with which such Responsible Person has been involved?


• Has the person been dismissed or resigned, upon request, from employment or from a position 
of trust, fiduciary appointment or similar capacity while holding a position as a Responsible 
Person.?


The aforementioned criterion will be considered in relation to a person’s ability to perform the relevant 
CF. In addition, checks to ensure compliance with laws and regulations must include appropriate legal 
review.
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Frequency of Assessment
A person proposed to perform a CF will be assessed prior to appointment and before any contract is 
signed.


All Responsible Persons will be reassessed on an annual basis as set out in the Undertaking's Human 
Resources (HR) procedure documents and in accordance with the relevant legislation. Notwithstanding 
the above, if a Responsible Person becomes aware of a material change in his/her circumstances that 
could affect his/her fit and proper assessment, he/she is required to notify the Head of HR without delay. 
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B.3   Risk management system including the Own Risk and Solvency 
Assessment (ORSA) 


B.3.1   Risk management structure 


The Risk Management Framework (the Framework) sets out the approaches to risk management and 
structure to be followed by all associates in their capacity as executives, management and staff.


The key objectives of the Framework are to:


• Promote a strong risk culture in the Undertaking, rooted in the Undertaking’s purpose and values, 
in particular customer protection;


• Ensure consistent, systematic management of risks across all businesses, operations and risk 
types; and


• Enable decision makers to direct the Undertaking’s resources to attractive business opportunities 
that are within the Board’s risk appetite.


Scope and application
All business activity and decisions are made in the context of, and in compliance with, the Framework, 
which should also be read in the context of the Undertaking’s Risk Strategy and Appetite and associated 
policies. Every associate is sufficiently familiar with the Framework as is relevant to their role, and exercises 
sound judgement to act within the Framework in their daily work. It is the responsibility of management 
to ensure that they have the capability, resources and knowledge to operate within this Framework and 
exercise their duties under it.


Risk governance
In its mandate to support MetLife Group's strategy in Europe, the Undertaking is active in diverse 
segments, markets and products. Decisions are made and implemented across borders; and business 
environments are the result of, for instance, different histories as the Undertaking has integrated other 
entities. The Framework is designed to facilitate, on an ongoing basis, the systematic management of 
risks consistent with this specific situation, by integrating risk management into business practices and 
decision mechanisms at the appropriate levels of the Undertaking.
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Figure: The Elements of the Undertaking’s Risk Management Framework


The Board owns the Undertaking’s Risk Appetite and Strategy. In defining this, consideration is given to 
the existing and potential opportunities to develop and grow the business, and the Undertaking’s capacity 
to absorb losses. In addition, as part of MetLife Group, the Undertaking’s risk appetite takes strategic 
direction from MetLife’s ‘Enterprise Risk Appetite’, as defined by the MetLife Inc. board, and cannot go 
beyond it in any dimension.


The Undertaking adopts the ‘three lines of defence’ governance model to ensure that the overall risk 
profile of the Undertaking remains within the risk appetite as mandated by the Board. The Undertaking’s 
“three lines of defence” have independent reporting lines into the Board, and provide the Board with the 
assurance of strong governance and controls for every decision that impacts the risks the Undertaking 
faces.


The first line of defence
The managers of all business and operations areas, as the first line of defence, are responsible as risk 
owners for ensuring that all risks in their respective areas and any relevant interfaces with other areas 
are justified by business goals, and that all risks are appropriately managed and controlled within the 
Framework. In particular, it is the responsibility of the relevant department manager to identify, measure, 
manage, monitor and report all risks in an area according to the Framework and the Risk Appetite and 
Strategy. 


The Finance Function is key to risk measurement. It measures and monitors financial valuations, flows 
and projections; ensures appropriate accounting procedures and authorities; and regularly reports to the 
Board. The Head of Actuarial Function regularly reports independently on valuation assumptions and 
uncertainties.


The second line of defence
The Risk Management, Compliance and IT Risk and Security Functions fulfil the second line of defence, 
advised by the Legal Function, by providing the enterprise-wide, comprehensive and consistent systems, 
techniques and processes to aggregate, assess and limit the risks the Undertaking faces across different 
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areas. In particular, the Risk Function utilises risk quantification models such as Economic Capital, 
recommends risk appetite and limits, and provides support in the management of key risks.


The third line of defence
Internal Audit provides independent assurance over the strengths of controls as the third line of defence. 
Internal Audit examines and evaluates the adequacy and effectiveness of controls with a risk-based focus, 
and performs special reviews and investigations as directed by the Audit Committee and Executive 
Management.


Dialogue, escalation and resolution
A number of interacting committees provide the structure for the dialogue regarding risk exposures. This 
includes escalation of risks that cannot be managed within a confined area of the organisation and 
resolution of conflicts between different decision makers, in particular where questions of risk appetite 
are concerned.


At an executive level, the Undertaking has established the following committees: the Executive 
Management Committee (EMC), the Executive Risk Committee (ERC) and the Product Management 
Committee (PMC); and in each branch, there is a Branch Executive Committee (BEC) and a Risk, Audit 
and Compliance Committee (RACC). There are also RACCs specifically for the FOS Business (FOS 
RACC) and the Head Office functions (HO RACC).


Executive Risk Committee (ERC)
The ERC reports regularly to the BRC and is chaired by the CRO. The ERC monitors and reports to the 
BRC the current overall risk profile, key risks and risk metrics, including the solvency position of the 
Undertaking, and its dynamics, against the Board’s stated risk appetite. It steers the operation of the Risk 
Management Framework and monitors, reviews and makes recommendations to management relating 
to risk issues facing the Undertaking. The ERC also makes recommendations to the BRC regarding risk 
appetite, policies etc. and also sets technical limits in line with the approved risk appetite.


Risk, Audit and Compliance Committees (RACCs)
RACCs report into the ERC and are established for each branch, the FOS business, and the HO functions, 
to review and approve the identification and assessment of all risks, losses, issues and near misses 
within its remit; approve the relevant controls and action plans, for existing and new businesses, product 
and distribution arrangements; and to provide general oversight to risk management within its area. The 
RACCs also monitor and review the metrics assigned to them for monitoring by the ERC. RACC meetings 
are scheduled to ensure timely information flow between the RACCs and the ERC.


One of the branch/FOS RACCs’ primary responsibilities is to identify, monitor, assess and manage 
Operational and Conduct Risks, where the RACC ensures that these can be suitably integrated into the 
Undertaking-wide risk management programme. For Insurance Risks, Credit Risk, Market/Asset Liability 
Management (ALM) Risks and Liquidity Risk, the branch RACC supports the identification and monitoring 
in particular of exposures linked to products and distribution arrangements.


The branch general managers have a leading role in each RACC (and the Head of Operations in the HO 
RACC) in ensuring high-quality meetings through their example and authority. The RACC should be 
chaired by a person nominated by the CRO.


Other Committees


Reserving Committee
The Reserving Committee is a sub-committee of the Audit Committee and reviews the basis of Solvency 
II reserving, including assumptions and methodology. The CRO chairs the Reserving Committee.


Product Management Committee (PMC)
The PMC assists the executive function of the Undertaking in relation to the creation and ongoing review 
of the Undertaking’s products and reinsurance programmes. While not a ‘Risk’ committee, the PMC plays 
an important ‘first-line’ role in the approval of products, oversight and governance of the suite of products 
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and the management of product related risks, in particular insurance risk but also credit and market/ALM 
risks originating from product features.


The CRO is a member of the PMC.


Reinsurance Committee
The Reinsurance Committee is a sub-committee of the PMC. The purpose of the Reinsurance Committee  
is to maintain oversight of the Undertaking's reinsurance operations and to assist the PMC in relation to 
any reinsurance arrangements to be entered into (including any amendments) or terminated by, or on 
behalf of, the Undertaking. 


Executive Management Committee (EMC)
The CRO is a member of the Undertaking’s EMC, where the Undertaking’s strategic direction is decided, 
and its implementation is monitored.


Branch Executive Committee (BEC)
Each branch has a BEC which is chaired by the branch general manager, and together with the RACC 
forms part of the primary governance structure for each branch. Other working or steering groups may 
be established, however these should be concentrated on operational matters, with key decisions in 
terms of governance being referred to the BEC and RACC, as appropriate.


The branch risk manager is a member of and/or attends the BEC, which is responsible for ensuring that 
the branch establishes and maintains such systems and controls as are appropriate to its business. In 
particular, the BEC, together with the RACC, ensures the effective implementation of risk and compliance 
management within the branch. Under specific circumstances, the CRO can temporarily approve an 
alternative branch executive to represent risk management in the BEC.


Risk Management Function
The Risk Function operates an enterprise-wide, comprehensive system to identify, aggregate, measure 
and report risks across the Undertaking, and assesses how the full range of risks and their interaction 
impact the Undertaking’s aggregate solvency, liquidity, earnings, business, customers and reputation.


The Risk Function leverages MetLife’s Group Risk Management Function for the challenge and support, 
and escalates risks and issues as required.


Activities of the Risk Function
The Risk Function carries out the following key activities:


• Risk Monitoring and Analytics.
• Risk Governance and Reporting.
• Embedding of the Risk Management Framework in the business units (branches and FOS 


business).
• Operational risk management processes, e.g. management of the risk register.
• Leading the ORSA process, analysis and reporting. 


Risk policies and methodologies
The Board approves policies and other documents providing binding direction and guidance used in the 
Undertaking to regulate risk exposures. All business activity and decisions in which an element of risk is 
present must be taken in the context of, and in compliance with, the Risk Strategy and Appetite document 
and such further policies.


It is the responsibility of all relevant individuals to be familiar with the contents of the policies, where 
appropriate, and to exercise sound judgement to act within the policies in their daily work.


The policies are to be adhered to in all circumstances. Implementation of the policies and monitoring of 
ongoing compliance is primarily the responsibility of the Heads of Function and is overseen by the relevant 
committee. In particular, policy breaches should be reported to the ERC, and as appropriate to the BRC 
and Board.
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Risk Management policies are developed where necessary to regulate the management of specific risks 
and provide a consistent Framework for the management of risk in line with Risk Strategy and Appetite, 
and should be read and reviewed in the context of Risk Strategy and Appetite. They establish minimum 
standards, allocate responsibilities to ensure that these standards are upheld, and articulate the 
Undertaking's approach to risk management for a risk type, the key risk management processes, detailed 
limits, the governance approach, and reporting requirements.


The Board reviews the risk policies at least annually, amending them to reflect current best practice and 
changes in regulatory requirements. In the annual review process, each policy is reviewed with and by 
the Undertaking, with the appropriate challenge from the Risk Function. Any material change is not 
effective until approved by the Board either directly or via the BRC.


Following approval, the Risk Function circulates the Risk policies and communicates changes with the 
business. The Risk Function intranet page is a central location from which all Business Functions, including 
branches, can access the Risk policies. Approved policies are presented to the RACCs for noting and 
implementation. On a quarterly basis, the RACCs monitor and challenge the implementation of appropriate 
Risk policies within the Undertaking to ensure ongoing compliance.


B.3.2   Risk strategy and appetite 


The Undertaking’s risk appetite is set in the context of both its overall business objectives and its risk 
strategy. The Undertaking takes certain financial and insurance risks as a strategic objective, but as a 
consequence of its activities is also exposed to operational and other risks. The Board is responsible for 
the Undertaking’s overall risk profile, and in particular sets the risk appetite. 


The Risk Appetite is operationalised through quantitative limits set out in the appendices of the Risk 
Strategy and Appetite policy. These limits define both the medium-term risk appetite, and the range for 
permissible deviations over the short term. Further risk limits and guidelines on how to comply with risk 
appetite in each class are set out in the respective individual risk policies (Credit, Market, Liquidity, 
Insurance and Operational). 


Management is responsible for defining the metrics in line with the business and the risk appetite set out 
in the Risk Strategy and Appetite. The ERC is responsible for approving any changes in the metrics that 
are proposed in between scheduled reviews. Any such approved changes are notified to the BRC and 
the Board. Additional limits can be set by agreement between the respective risk owners and the CRO.


Risk management strategies by category of risk
The material risks to which the Undertaking are exposed are insurance risk, credit risk, market/ALM risk, 
liquidity risk, operational and business risk and strategic risk. 


Credit risk
The Undertaking is exposed to credit risk, i.e.:


• Another party’s failure to perform its financial obligations to the Undertaking, including failure to 
perform them in a timely manner (default risk); 


• Increasing doubts over another party’s ability to meet its financial obligations (migration risk); or 
• Increases in the discounts markets apply to the value of obligations with default risk (spread risk).


Credit risk of the Undertaking’s cash deposits, general-account investments, and derivative counterparties 
is managed by the Undertaking’s Treasury and Investment Functions, and overseen by the Investment 
Committee. The credit risk of reinsurance counterparties and where product design creates credit 
exposure on separate-account assets is managed by the Finance Function and overseen by the 
Reinsurance Committee and PMC. The credit risk of other counterparties, such as distributors, large 
clients etc. is the responsibility of the respective business unit and where material to the Undertaking's 
risk profile is overseen by the appropriate Risk Committee on an exception basis.
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Market risk
The Undertaking is exposed to market risk, including interest rates due to timing differences of asset and 
liability cash flows, and basis differences between valuation rates, different currencies, credit spreads, 
and equity markets on unit-linked books, either indirectly through revenues that depend on the value of 
investments covering unit-linked policies, or directly through positions held to facilitate policyholder 
transactions or guarantees provided to policyholders. These risks are identified and assessed as part of 
the ALM process, in which all balance sheet values are mapped to their relevant market drivers. The 
Investment Committee oversees the ALM process.


Market risks are primarily mitigated through aligning assets and liabilities, in particular in terms of timing 
of cash flows and currencies. Exposure to changes in credit spreads is mitigated by investing in a 
diversified and high-quality investment portfolio.  Equity exposures from the book of unit-linked policies 
are managed through product design and the selection of suitable investment funds, hedging, and re-
insurance. The Investment Committee and PMC oversee the management of the Undertaking's market 
risks.


Liquidity risk
The Undertaking is exposed to liquidity risks where it is obliged to settle liabilities at short notice, and is 
unable to liquidate assets or only with very significant haircuts. Given the long-term nature of its business, 
there are only very few areas in which liquidity risk can arise. These risks are mitigated by investing in a 
diversified, high-quality, liquid investment portfolio and a strong forecasting process. This process  
identifies liquidity needs in both stressed and non-stressed market conditions.


Liquidity risk management is managed by Treasury and overseen by the Investment Committee.


Insurance risk
The Undertaking is exposed to unanticipated fluctuations in the timing, frequency and severity of insured 
events relative to expectations, arising, for instance, from mortality, morbidity, longevity, or policyholders’ 
exercise of options.


These are identified and assessed as part of the product development process, in which appropriate 
underwriting, sales and administrative conditions are defined for all risks associated with the insurance 
policies over their whole life cycle.


The branches develop insurance products and underwrite risks in line with approved standards. Each 
insurance class needs to be approved by the Board prior to any business being underwritten. The Board 
can delegate its authority to approve products to management if they do not have the potential to change 
the Undertaking’s risk profile materially. The Undertaking’s aggregate insurance risk is overseen by the 
PMC.


Operational and business risk
Operational risk arises from unexpected loss due to inadequate or failed internal processes, people and 
systems, or from external events (including legal risk). Specifically, conduct risk relates to losses, typically 
from supervisory intervention, caused by misconduct in the insurance market, such as mis-selling or 
product design that is unsuitable for the intended client.


Business risk is the possibility a company will have lower than anticipated profits, influenced by numerous 
factors, including sales volume, lapses, sales and maintenance costs, competition and achievable 
margins.


Operational and business risk is intricately tied to the overall management of a business and is therefore 
the responsibility of each business unit. Operational risk also arises in the Undertaking’s HO functions, 
such as Finance, Actuarial, etc. Each function is responsible for the management of operational risk in 
their respective area. The Risk Management Function provide oversight as part of the Enterprise Risk 
Self Assessment (ERSA) process.
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Strategy Risk 
Strategy Risk is defined as failure of elements of a chosen strategy, leading to financial loss or foregone 
expected profits. A particular aspect of Strategy Risk is a withdrawal of capital and liquidity sources that 
the Undertaking relies upon in the execution of its strategy. Strategy risk is primarily owned in each 
business unit, and the Undertaking’s Executive Team owns the risk of the Undertaking’s overall strategy.


B.3.3   ORSA 


ORSA Process
The ORSA is a bespoke strategic analysis which links together all pillars of Solvency II and all areas of 
the Undertaking. It enables the Board to understand the risks faced, and how they translate into capital 
needs or alternatively require mitigation actions. 


The ORSA process is an ongoing and continuous process, of which the annual report is a complete 
board-level roundup at a point in time providing a meaningful and useful report to the Board. The results 
of the ORSA process and the insights gained in the process provide input into risk management, long-
term capital management, business planning and product development and design and allow the 
Undertaking to:


• Assess the link between the Undertaking’s Risk Management Framework, business plan, risk 
profile, and capital planning, including dividend payments.


• Understand the level at which the Risk Management Framework influences the decision making 
process. 


• Establish the ORSA as a tool that allows the identification, measurement, management, 
monitoring and reporting of risk, which is embedded in the Undertaking’s management processes, 
under the direction of the Board.


• Provide insight into the development of the balance sheet and the drivers of volatility.
• Confirm appropriate risk appetite limits, including the normal operating range for capital. 
• Inform commercial decisions and assess key projects and solutions to meet customer needs.
• Describe the approach by which the Undertaking meets all relevant regulatory requirements in 


relation to stress testing and scenario analysis.
• Assess the Undertaking's overall solvency needs prospectively, providing analysis of the 


Undertaking's ability to remain a going concern.
• Monitor compliance with regulatory capital requirements on a continuous basis, allowing for 


changes in risk profile and stressed conditions, and the quality and loss absorbing capacity of 
own funds.


• Produce results that are integrated into long term capital planning, own funds allocation, business 
planning, product development and design, and governance.


• Describe the approach by which the Undertaking incorporates all key results and findings from 
stress testing and scenario analysis into the capital management and planning approach and 
business decision making approaches.


The ORSA process is a continuous cycle of assessment and is significantly dependent on the key 
interactions between the processes (i.e. business planning and stress testing) in order to obtain the results 
which provide senior management and the Board with comfort that there are adequate solvency levels,  
i.e. the regulatory capital requirements are achieved and within the risk tolerance limits.


The Board are heavily engaged with the ORSA process at all stages. Key stages of the Board’s involvement 
in the ORSA process are as follows:


• Early in the year, the Board reviews the ORSA Board engagement plan for the year and agrees 
the stress and scenario tests;


• Over the course of several meetings during the year, the Board reviews the overall solvency 
needs output, including information on the risk profile, the draft solvency projections, the 
assessment of the appropriateness of the standard formula and the own view of capital. During 
these sessions, the Board engages in active challenge of the results, which may include 
requesting further analysis, stress tests and scenarios, investigation of management actions or 
specific information to be added to the ORSA report;
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• Towards the end of the year, the Board reviews the final ORSA report for approval. At the end of 
each ORSA cycle a “lessons learned” exercise takes place to identify any potential improvements 
to be applied to future ORSA cycles.


The ORSA Steering Committee, which is chaired by the CEO and includes the CRO and CFO as members, 
directs the ORSA process. The quantitative output is prepared by the ORSA Process Delivery Team, 
which includes representatives from multiple teams across Finance, Actuarial and Risk. Various other 
functions and Subject Matter Experts across the organization also provide inputs to the ORSA process.


The ORSA process captures all the material risks that the Undertaking faces or may face in the future 
that may impact meeting its obligations. The business planning process feeds directly into the ORSA. 
The business plan links to capital management and solvency is stressed to ensure robustness over a 
five year horizon.


Material risks identified within the ORSA process for which it is not considered appropriate to hold a 
capital buffer are addressed by identifying contingency plans.


Risk Appetite forms a key part of the ORSA providing a link between the capital and risk management 
processes. It underpins the management and monitoring of key risks and helps shape management 
information and executive decision making. The Undertaking's overall solvency needs are assessed 
taking into account the Undertaking’s specific risk profile, approved risk tolerance limits and business 
strategy. This assessment represents the Undertaking’s own view of its risk profile and capital needs and 
other means needed to appropriately address these risks. 


The ORSA process is conducted in its entirety at least annually and without delay following any significant 
change in the risk profile of the Undertaking and this is reviewed and approved by the Board following 
the recommendations of the BRC. However, there will be certain events that may require the process to 
be run on an ad hoc basis. Such events may follow from internal decisions and external factors. 


The Undertaking has processes in place to ensure that the required documentation is produced to an 
appropriate standard. For each ORSA, the ORSA guidelines require three reports - a record of the ORSA 
process, an ORSA internal report and an ORSA supervisory report are produced. A single report may be 
produced to meet the requirements of the three reports. Supplementary documentation may be produced 
to support the official record and  provide additional information to internal stakeholders. 


In the last reporting period, the Undertaking did not perform any ad hoc ORSAs.


Own Solvency Needs 
The Undertaking determines overall solvency needs taking into account the Undertaking’s specific risk 
profile, approved risk tolerance limits and business strategy. This assessment represents the 
Undertaking’s own view of its risk profile and capital needs and other means needed to appropriately 
address these risks.


The Undertaking expresses the overall solvency needs in quantitative terms and complements the 
quantification by a qualitative description of the risks. Within this process, the Undertaking carries out 
the following:


• Identifies the Undertaking's specific risk profile taking into account the approved risk tolerance 
limits and business strategy and external environment.  


• Performs an assessment of the appropriateness of the Standard Formula (SF).
• Subjects the balance sheet and the identified risks to a range of stress test/scenario analyses 


to provide an adequate basis for the assessment of the overall solvency needs. This assessment 
is forward-looking and covers separately each year of the business planning period. The scope 
of the stress tests, reverse stress-tests and scenario analyses is compatible with the principle of 
proportionality, having regard to the nature, scale and complexity of the Undertaking’s business.


• Prepares contingency plans to address material risks that if they were to happen could have a 
significant impact on the solvency position or viability of the Undertaking. 
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The above process undertaken ensures that the capital management activities and the risk management 
system are interlinked and that all key decision making processes are aligned with the ORSA process. 


The ORSA assessments to date indicate that the Undertaking is adequately capitalised. 
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B.4   Internal control system 


B.4.1   Internal controls 


The Undertaking’s Control Framework promotes the importance of having appropriate internal controls 
and ensuring that all associates are aware of their role in the internal control system. The Control 
Framework sets out clear standards for the design, operation, validation and oversight of the system of 
Internal Control. It defines how effective internal control is achieved through joint responsibilities of the 
general managers and the Heads of Functions.


The Control Framework defines control activities as the policies and procedures that mitigate the 
Undertaking’s risks to the expected level. Control activities can be preventative, corrective, detective or 
directive, and include a range of activities as diverse as authorisations, segregation of duties and required 
approvals, verifications, reconciliations, reviews of operating performance, documentation, and security 
of assets. 


All key controls are registered with the associated risks in the Undertaking’s risk register, and managed 
as part of that process to validate their effectiveness and address identified weaknesses. Ongoing 
monitoring occurs in the ordinary course of operations. 


Both the Heads of Functions and the branch general managers have visibility of the control effectiveness 
and any deficiencies in their areas. The scope and frequency of independent validation depends primarily 
on an assessment of risks and the effectiveness of ongoing monitoring procedures. Internal control 
deficiencies including loss events and near misses are reported, with material incidents escalated to the 
relevant Risk Committee.


B.4.2   Key procedures 


The Undertaking’s control environment comprises an extensive catalogue of controls that are defined for 
each function, and include the following:


Control Name Description
Approval and
Authorisation


Approval/authorisation is the confirmation or sanction of employee 
decisions, events or transactions based on a review by the appropriate 
management personnel.


Business Resumption Controls that ensure that business operations can resume in the event of 
disaster or IT outage.  These controls include Business Continuity (BCP) 
and Disaster Recovery (DR) Planning, BCP/DR Testing, system back-up 
and data retention.


Code of Accounts
Structure


Controls to ensure that the design of the general ledger or subledger account 
codes assists in minimising errors and allow for effective data capture and 
reporting.


Documentation Controls are in place ensuring decisions, exceptions, transactions, and 
other events are substantiated through documentation. This control 
includes confirmations, notices and/or disclosures that are required to be 
sent to clients on a periodic or annual basis.


Hiring/Selection The hiring and selection process includes a due diligence and escalation 
process in connection with information received as a result of a background 
check conducted on an individual candidate who is seeking registration, 
appointment or a license with the Undertaking.


Input Form Design, Edits,
and Validations


Controls that ensure the completeness, accuracy, and/or integrity of data 
input into information systems.  These controls include business rules built 
into the design of system interfaces to reduce the probability of data input 
errors, (e.g. required fields, acceptable values, etc.), input data validation 
against known or expected values (e.g. tolerances etc.), or verifying the 
integrity and origin of data (e.g. digital signatures, hard-copy signatures 
etc.)
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Control Name Description
Physical Safeguarding
Mechanisms


Controls that protect the Undertaking's assets through direct measures such 
as locks on doors, bars on windows, use of safes to secure valuables, and 
other similar techniques. 


Policies & Procedures There are policies and procedures describing the Undertaking's policies for 
operation and the procedures necessary to fulfill the policies. There are also 
reference aids or resources available which employees can refer to assist 
them in fulfilling their job responsibilities.


Process Monitoring Management monitoring controls that ensure business processes within 
the Lines of Business meet their business objectives. These controls may 
include reviewing transaction error reports, reviewing compliance with 
applicable laws/regulations (e.g., monitoring the status of claims to ensure 
turnaround times comply with regulatory time standards), conducting quality 
assurance reviews, rejecting duplicate transactions, financial statement 
reviews, etc.


Reconciliations/
Comparisons


Control techniques that ensure that two or more data sets/elements match, 
for example reconciling bank accounts, comparisons of subledger totals to 
control accounts, comparisons of data transfer record counts, etc.


Segregation of Duties Controls segregating tasks or processes to reduce the risk of accidental 
errors and/or fraud.


Strategic Monitoring and
Governance


Management monitoring controls that ensure Lines of Business meet their 
strategic objectives. These controls include short and long-term range 
planning, organisational design/staffing, key performance indicator reviews, 
risk management, enterprise architecture, data governance, knowledge 
management, etc.


System Access Approval
and Monitoring


Controls are in place over the authorisation, identification and authentication 
of associate access to IT Resources. Minimally, access to systems or data 
is formally approved and access is periodically reviewed for 
appropriateness.


System Change Control Controls are in place to ensure changes to IT systems are reviewed to 
ensure they meet the needs of the Undertaking, perform as expected, and 
do not create security vulnerabilities. These controls could include unit 
testing, performance testing, user acceptance testing, vulnerability testing, 
etc.


System Data Encryption Controls are in place to ensure sensitive data is encrypted in Undertaking 
systems.  Encryption controls and other methods of safeguarding data are 
used in at-risk IT assets such as laptops, smart phones/blackberry's and 
back-up tapes to prevent unauthorised data access and/or disclosure of 
confidential  or sensitive information.


System Monitoring and
Response


Controls that ensure the technology environment is monitored for security 
incidents, processing abends, system outages, etc. and that appropriate 
actions are taken based on the results.


System Security
Configurations


Security configurations at the software, infrastructure, hardware, or network 
layers that ensure the confidentiality of data.


Third-Party Monitoring Controls that ensure that third-parties are operating in accordance with 
agreements and contracts and deviations are acted upon by management.


Training/Communication Controls are in place to ensure that employees, at all levels, are provided 
with training activities that comply with regulatory requirements regarding 
training on products, services, procedures, rules and standards, as 
applicable. The organisation has communicated its values and standards 
to employees, suppliers, customers and other relevant stakeholders. There 
is a process to update and communicate these standards and related 
training regularly.


Validity/Existence Tests Controls that validate the existence of assets. Examples include physical 
inventory counts to determine that quantities and descriptions of goods and/
or supplies on hand are accurate, fixed asset inventories to validate the 
existence of items represented in the accounts, and other similar processes.
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B.4.3   Description of Compliance Function


The Compliance Function is an important part of an effective internal control system and the three lines 
of defence model.  In this regard, the Undertaking is committed to having in place an effective compliance 
risk management programme (MetLife Compliance Risk Management (CRM) Programme) wherever it 
does business and is guided by its core values, appropriate rules, structures, processes, training, 
documentation and controls to help prevent, detect and remediate compliance breaches and deficiencies.  
The aim of the CRM programme is to help management be reasonably assured that effective processes 
are in place to ensure adherence to applicable laws and regulations.  It also ensures that any compliance 
issues uncovered by the programme are appropriately addressed and that ownership of the compliance 
risks and mitigating actions are assigned to business process owners.  


The CRM Programme consists of the following key elements:
• Compliance Risk Identification and Prioritisation;
• Compliance Risk and Control Assessments;
• Monitoring and Testing Programme; and
• Policies and Procedures.


The Board has overall responsibility for setting and overseeing compliance arrangements in the 
Undertaking. Management has responsibility for maintaining compliance with all applicable laws and 
regulations and the commitment and support of management is an essential component of a successful 
compliance programme. The core role of the Compliance Function is to standardise, document and 
provide assurance to the management of the Undertaking, and ultimately to the relevant regulators, that 
the Undertaking is operating within the letter and the spirit of the legal and regulatory framework. The 
Compliance Function reports to the Undertaking's Executive Committee/BRC and ultimately to the Board. 


The Compliance Function performs the following actions on an annual basis: 
• In line with the CRM Programme, identification and assessment of compliance risk, including but 


not limited to, the completion of compliance monitoring and testing to ensure independent 
oversight and review of policies and procedures.


• Regulatory Development (in line with the Regulatory Development Policy): 
 Advising senior management, in conjunction with the Legal Function, on compliance with 


applicable laws and regulations;
 Assessing the possible impact of changes in the regulatory environment on the operations 


of the Undertaking.
• Providing an Annual Compliance Plan, including a Testing and Monitoring Plan for approval from 


the Board. 
• Supporting a robust training programme to ensure all staff are fully up to date with and understand 


all aspects of compliance rules and regulations. 
• Reviewing compliance procedures and controls on a regular basis. 
• In addition, the Head of Compliance is also responsible for providing compliance oversight of 


the Compliance Function in all branches of the Undertaking.
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B.5   Internal Audit Function 


B.5.1   Internal Audit 


Internal Audit is an independent assessment group established within MetLife Group as a service to 
management and to the Audit Committee of the Board. Its mission is to protect and enhance organisational 
value by providing risk-based assurance, advice and insight.


Internal Audit’s purpose is to provide on-going objective and independent evaluations of the adequacy 
and effectiveness of internal controls. It may also perform consulting advisory services and special reviews 
as directed by the Audit Committee and Executive Management.


Roles and Responsibilities of Internal Audit
Internal Audit assists management in bringing a systematic and disciplined approach to ensuring the 
existence and operational effectiveness of internal controls. The scope of Internal Audit includes activities 
that provide reasonable assurance on:


• Whether internal controls throughout the Undertaking are operating as intended and are effective, 
including whether controls provide reasonable assurance that transactions are executed in 
accordance with management authorisation, that they are properly recorded, and that assets are 
effectively safeguarded.


• If the financial reporting process used to prepare the Undertaking’s statutory and GAAP financial 
statements is operating effectively.


• Whether the management reporting system provides reliable and timely information.
• Compliance with Undertaking policies and procedures.
• The effectiveness of the organisation’s risk management processes.
• New key systems and procedures prior to implementation or when there is a major change in an 


existing key system.
• The risk exposures relating to the organisation’s governance, operations, and information 


systems regarding the achievement of the organisation’s strategic objectives.


Internal Audit is also involved in:


• Performing consulting and advisory services related to governance, risk management and control 
as appropriate for the organisation.


• Reviewing new key systems and procedures prior to implementation or when there is a major 
change in an existing system.


• Assisting the Audit Committee of the Board in exercising their fiduciary responsibilities, and 
apprising the Board, through the Audit Committee, of any significant developments warranting 
their consideration or action.


• Evaluating and investigating allegations and the possibilities of fraud, and other inappropriate 
transactions, in coordination with other departments.


• Recommending the appointment and evaluating the performance of the Undertaking’s external 
auditor, negotiating the fees to be paid, securing the Audit Committee’s pre-approval in 
accordance with established policy, and maintaining oversight and coordination on the scope 
and scheduling of the Undertaking's external audits.


• Monitoring and evaluating the effectiveness of the Undertaking's risk management processes. 
• Participating in management discussions that involve the development or modification of 


operating policies, or the system of internal controls.
• Maintaining liaisons with appropriate external professional organisations and keeping informed 


on new developments in the field of auditing.
• Performing certain Sarbanes Oxley controls testing in coordination with other departments.
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Internal Audit process
The Internal Audit process is defined by the MetLife Inc. Chief Auditor. Within the framework of these 
objectives, Internal Audit shall, at least annually, formally document their risk assessment methodology, 
prepare an audit plan, and prepare an expense budget. Such plans include:


• A risk assessment of all key business processes
• A schedule of audits based upon the results of the risk assessment
• A proposed budget which documents the level of resources and expenses that need to be 


committed to provide adequate audit coverage for the audit plan
• Flexibility to respond to special requests of senior management on a timely basis


Internal Audit maintains an effective working relationship with the Undertaking's external auditors. External 
auditors are engaged to perform work required to express an independent accountant's opinion on the 
Undertaking's financial statements, internal controls, and other work as may be specifically requested. 
Internal Audit actively coordinate its efforts with the external auditors to optimise overall audit coverage 
and minimise costs, where appropriate. The external auditors have access to work papers and reports 
produced by Internal Audit, as needed.


Reporting Structure
Results and conclusions of Internal Audit work are reviewed with management directly responsible for 
the activity being evaluated, and such other management as deemed appropriate. The purpose of 
reviewing results is to reach agreement as to the facts presented by Internal Audit and to make 
management aware of Internal Audit issues before the report is released.


B.5.2   Independence 


In order to maintain independence and objectivity, Internal Audit does not prepare any accounting and 
related records or engage in any relevant activity requiring audit review, including the development or 
installation of new systems, policies or procedures. The review of new systems or procedures prior to 
implementation is not considered an impairment of independence and objectivity.


B.5.3   Authority 


Internal Audit shall have full and unrestricted authorisation to access all records, personnel, and physical 
property relevant to the performance of their assignment in any functional area of the Undertaking and, 
where contractually authorised, its contractors or suppliers. All employees are requested to assist Internal 
Audit in fulfilling its roles and responsibilities. Documents and information given to the Internal Audit 
Department shall be handled in the same prudent and confidential manner as by those employees normally 
accountable for them.


B.5.4   Performance 


Internal Audit shall exercise due professional care in the performance of audits and other work. The 
Institute of Internal Auditors (IIA) has established standards (the Standards) for the professional practice 
of Internal Auditing. The Standards apply to individual internal auditors and to internal audit activities. All 
internal auditors are accountable for conforming with the Standards related to individual objectivity, 
proficiency, and due professional care. In addition, internal auditors are accountable for conforming with 
the Standards that are relevant to the performance of their job responsibilities. The Chief Auditor is 
responsible for ensuring that audit work conforms with those Standards. The IIA has also established a 
Code of Ethics. Each auditor is responsible to conduct him or herself so that their good faith and integrity 
are not open to question.
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B.6   Actuarial Function 


The Actuarial Function is responsible for the following key deliverables within the Undertaking:


• Production of the (External) Annual “Actuarial Function Report” covering the following matters 
(alternatively some of these may be provided separately):
 Report on the technical provisions;
 Opinion on the technical provisions;
 Opinion on underwriting;
 Opinion on reinsurance;
 Description of the activities of the Actuarial Function over the year.


• (Internal) Quarterly memo to management providing analysis of the Solvency II balance sheet, and 
support for sign-off (and supporting the ORSA stipulation for continuous compliance with the 
requirements for technical provisions);


• (Internal) Annual report to the Board on the actuarial assumptions;
• (Internal) Contributions to risk management notably the ORSA, including inputs to the choice of 


stresses and scenarios, and documented quality control over the projections themselves; and
• (External) Actuarial opinion on the ORSA.


Note that the prefix “Internal” / “External” refers to whether the documentary outputs correspond directly 
to external requirements or are internal ways to support the external requirements. For example, the 
assumptions report is not required separately by external requirements, but, given that the assumptions 
are clearly a key element of the technical provisions, there needs to be suitable supporting documentation.


The Actuarial Function consists of the Actuarial Analysis team (as outlined in the above chart). The 
Actuarial Production team produces valuation results which are subsequently passed to the Actuarial 
Analysis team for analysis and review before final sign off by the Head of Actuarial Function. Beyond its 
Solvency II duties as Actuarial Function, the Actuarial Analysis team also contributes to a range of financial 
reporting and management activities.  
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B.7   Outsourcing 


B.7.1   Outsourcing policy 


The Undertaking outsources a range of activities in the countries it is active in, particularly in the areas 
of policy administration, IT, and treasury services, in order to benefit from expertise and efficiencies not 
practically available internally. Each outsourcing arrangement has a functional owner in the senior team 
who is responsible for the management and first line oversight of the arrangement. The Procurement 
function co-ordinates all activities across functions.


All outsourcing is subject to the requirements of the Outsourcing Policy, which ensures that all outsourcing 
arrangements are subject to appropriate due diligence, approval, written agreements and ongoing 
monitoring, and that the risks associated with entering outsourcing arrangements are effectively managed. 
The Outsourcing Policy applies to all outsourcing agreements and covers the requirements for both 
external outsourcing and Intra-group outsourcing.


B.7.2   Details of outsourcing (including critical or important outsourcing) 


The Undertaking operates on a partially outsourced model, which means that certain services (including  
certain critical or important activities of the actuarial, compliance, risk management, IT services and 
internal audit functions) are provided by the following MetLife group service companies:


• MetLife Europe Services Limited for UK jurisdiction
• MetLife Services EEIG and MetLife Innovation Centre Limited for Ireland jurisdiction


In addition, the Undertaking benefits from group services such as investment services from MetLife 
companies based in the UK and USA, and IT services from MetLife companies based in the USA.


In addition, the Undertaking externally outsources the following critical or important functions / activities:


Critical or important
outsourced function / activity Jurisdiction


Complaint handling
Multiple jurisdictions (Ireland, France, Netherlands, Norway, UK,
Poland, Germany, Portugal, Italy and France)


Storage of policyholder data and
policy servicing


Multiple jurisdictions (Ireland, France, Netherlands, Norway, UK,
Spain, Cyprus, Poland, Germany, Portugal, Romania, Italy and
France)


Claim handling


Multiple jurisdictions (Ireland, France, Netherlands, Norway, UK,
Spain, Poland, Germany, Portugal, Slovakia, Romania, Italy and
France)


Storage of data Multiple jurisdictions (All Undertaking branches)
Investments Services (Securities
and Derivatives) Multiple jurisdictions (HO and all branches)
Micro-CPPI Allocation Services Multiple jurisdictions (HO and UK branch)
Macro-CPPI Allocation Services Multiple jurisdictions (HO and UK branch)


B.8   Any other information 


The information provided in the sections above provide a comprehensive and complete description of 
the Undertaking’s system of governance and its continuing adequacy for the Undertaking.
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C   Risk profile 


C.1   Underwriting risk 


C.1.1   Material exposures 


The Undertaking is exposed to underwriting risks in its businesses, including mortality risk, longevity risk, 
morbidity risk, policyholder-behaviour risk, and expense risk. These risks are identified and assessed as 
part of the product development process, in which appropriate underwriting conditions are defined for all 
underwriting risks associated with the insurance policies over their whole life cycle. 


The exposures to underwriting risks have increased slightly, in line with business volumes over the course 
of the reporting period. This is expected to continue going forwards as the Undertaking focuses on sales 
of protection business. 


C.1.2   Material risk concentrations 


Through its operations, the Undertaking seeks to underwrite a highly diversified and balanced portfolio 
of underwriting risks. In certain business lines, material geographical risk concentrations can arise. These 
are monitored and managed as appropriate with catastrophe reinsurance.


C.1.3   Material risk mitigation practices 


Underwriting risks are primarily mitigated through diversification and single-exposure limits for different 
components such as mortality and invalidity. Risks in excess of such limits can be accepted but must be 
reinsured. Catastrophe reinsurance is used to limit the total loss that can be incurred as the result of 
single events, and to manage risk concentrations as mentioned above. 


C.1.4   Material risk sensitivities 


As required by the calculations to determine the SCR using the SF, the Undertaking determines the 
impact of increases in expected loss rates, and pandemic events.  The impacts are set out in the following 
table and explained further below. The following table shows the sensitivity in the Undertaking's capital 
requirements if a 1 in 200 year event (as measured by the SF) happened for each risk category. 


31-Dec-17
€'m


Mortality risk 84
Longevity risk 40
Disability risk 48
Lapse risk 380
Expense risk 187
Catastrophe risk 119


Mortality risk (including catastrophe) predominantly arises on Group Life business in the UK and individual 
term life business in France. Additional exposures to mortality arises in the credit life and individual life 
businesses across the branches. 


Exposure to longevity risk arises predominantly in the UK wealth management and excess interest benefit 
(EIB) businesses. 


Exposure to disability risk arises in the credit life, group income protection (primarily UK) and accident 
and health businesses.







47


Lapse risk affects the business in different ways depending on the future expected profitability: the 
Undertaking is  generally exposed to the risk of higher lapses (long term trend or mass lapse) on more 
profitable business and lower lapses on less profitable business. In particular a significant proportion of  
the in-force business offers guarantees (VA and EIB) that are currently valuable and generate exposures 
to lower lapses on such business.


Exposure to expense risk relates to an increase in the level of and inflation on future maintenance expenses 
in relation to the existing business. This affects all business broadly according to the size of each portfolio.


Underwriting risk exposures are mitigated as described above.
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C.2   Market risk 


C.2.1   Material exposures 


The Undertaking is exposed to market risks, including interest rates due to timing differences of asset 
and liability cash flows  and basis differences between valuation rates, different currencies and equity 
markets, either indirectly through revenues that depend on the value of investments covering unit-linked 
policies or directly through positions held to facilitate policyholder transactions or guarantees provided 
to policyholders. These risks are identified and assessed as part of the Undertaking's ALM process, in 
which all balance sheet values are mapped to their relevant market drivers. The exposures to market 
risks have increased slightly, in line with business volumes and market movements over the course of 
the reporting period. The closure of the UK wealth management business to new business during 2017 
has not resulted in any significant change in the current risk profile of the Undertaking. However, over 
time the run off of this business will result in a reduction in market risk exposures.


C.2.2   Material risk concentrations 


Market risks are concentrated to the interest rates and investment markets of the Undertaking’s major 
functional currencies, including Euro, Pound Sterling and the Czech Koruna.


C.2.3   Material risk mitigation practices 


Market risks are primarily mitigated through aligning assets and liabilities, in particular in terms of 
currencies and timing of cash flows. The risks relating to investment guarantees on the VA business are 
reinsured. Equity exposures from the book of unit-linked policies are managed through product design 
and selection of suitable investment funds.


C.2.4   Material risk sensitivities 


As required by the calculations to determine the SCR using the SF, the Undertaking determines the 
impact of changes in interest rates, equity levels and currency values (against the Euro) which are set 
out in the following table and explained further below. The Undertaking is not exposed to any material 
property risk. The following table shows the sensitivity in the Undertaking's capital requirements if a 1 in 
200 year event (as measured by the SF) happened for each risk category. 


31-Dec-17
€'m


Interest rate risk 78
Equity risk 182
Currency risk 118


Interest-rate risk is the risk of loss arising from changes in the level of real or nominal interest rate prices 
or market implied interest rate volatility levels. The Undertaking is in particular exposed to a drop in interest 
rates at the long end, as there are not sufficient assets to cover the long-dated liability cash flows. 


Equity risk arises from changes in equity prices (including equity index prices), or market implied equity 
market volatility levels. As the Undertaking’s exposure to equity options and guarantees is reinsured, the 
Undertaking’s retained exposure to equity risk relates to the loss of fee income on the VA and unit-linked 
business resulting from a fall in unit fund prices following a severe downturn in equity markets. 


Currency risk is the risk of loss arising from changes in foreign exchange rates or market implied foreign 
exchange volatility levels. As the Undertaking is a multi-currency business, foreign exchange exposures 
depend on the performance of liabilities in different currencies and the assets covering them. The key 
exposures to the Undertaking are the extent to which own funds are exposed to exchange rate movements 
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against the Euro, and the potential loss of fee income on the UK VA business resulting from a fall in unit 
fund prices (due to movements in exchange rates). 


Market risk exposures are mitigated as described above.
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C.3   Credit risk 


C.3.1   Material exposures 


The Undertaking is exposed to credit risks (i.e. the risk of a value decrease of assets or increase of 
liabilities due to the default of third parties, or the increase of the probability of such a default and/or the 
associated loss). Exposure to credit risk comes primarily from the investment portfolio and from a number 
of counterparties related to risk mitigation.


These risks are identified and assessed as part of the ALM and reinsurance processes, in which the 
creditworthiness of the obligers is monitored. The exposure to investment credit risk has decreased 
slightly over the reporting period, primarily due to the payment of a dividend in Q4 2017.


C.3.2   Loan portfolio 


The Undertaking invests in mortgage loans which are principally collateralised by commercial real estate 
properties. The credit risk exposure in commercial real estate loans stems from various factors, including 
the supply and demand of leasable commercial space, creditworthiness of tenants and partners, capital 
markets volatility and interest rate fluctuations. The exposure is limited by the Investment guidelines.


In addition, on a limited number of products, loans can be extended to policyholders as long as they are 
fully covered by the cash value of the policy.


C.3.3   Material risk concentrations 


The Undertaking  maintains a highly diversified, well rated investment portfolio and routinely monitors 
and limits credit exposures at counterparty and aggregate level. Concentrations can arise where the 
Undertaking’s requirements of quality, duration, currency etc. limit the choice of obligors, in particular the 
Undertaking has a relatively large exposure to government bonds in the Czech Republic, Romania and 
Hungary for currency matching reasons. These holdings are within risk appetite limits and expected to 
reduce over time as the excess interest benefit business in those countries runs off.


There is a material reinsurance counterparty exposure to MetLife Bermuda in relation to the reinsurance 
of the guarantees on the VA business. This exposure has grown over 2017 due to an additional reinsurance 
arrangement which was put in place early in the year. However, this counterparty risk is mitigated by a 
robust collateral arrangement with the reinsurer, which is monitored on an ongoing basis.


C.3.4   Material risk mitigation practices 


Credit risks are primarily mitigated through asset allocation, diversification and single-exposure limits. 
For counterparty exposures, the Undertaking may require the placement of collateral.


Credit risk, including concentration risk as outlined in the above section, is mitigated through credit rating, 
funds withheld arrangement and the placement of collateral.  


Although MetLife Bermuda does not have a rating, an indicative Insurer Financial Strength Rating of MA1 
was assigned by MetLife’s Corporate Risk Management Credit team. The most material exposure to 
MetLife Bermuda is for the VA book of business and, in the event of a default, the Undertaking’s Exposure 
at Default would be the gross liability for the VA guarantees, less the value of the hedging portfolio held 
on the Undertaking’s balance sheet in funds withheld; this difference is expected to be limited even in 
adverse market scenarios. Finally, the Undertaking holds very substantial collateral from MetLife 
Bermuda, from which the Undertaking can recover unmet obligations, and reduces any loss given default 
further. Overall in light of these protections, the counterparty credit risk is considered to be appropriately 
mitigated.


Exposure to changes in credit spreads is mitigated by investing in a diversified and high-quality investment 
portfolio.
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C.3.5   Material risk sensitivities 


As required by the calculations to determine the SCR using the SF, the Undertaking determines the 
impact of changes in credit spreads and a potential extreme loss of counterparty exposures which are 
set out in the following table and explained further below. The following table shows the sensitivity in the 
Undertaking's capital requirements if a 1 in 200 year event happened for each risk category. 


 


31-Dec-17
€'m


Spread risk 185
Counterparty default risk 50


The investment portfolio is exposed to credit spread movements, whilst counterparty default risk 
exposures arise primarily from reinsurance arrangements and third party receivables. All credit risk 
exposures are mitigated as described above.
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C.4   Liquidity risk 


C.4.1   Material exposures 


The Undertaking is exposed to liquidity risks where it is obliged to settle liabilities at short notice and 
assets cannot be liquidated at all or only with very significant haircuts. Given the long-term nature of its 
business, there are only very few areas in which liquidity risk can arise. These risks are identified and 
assessed as part of the ALM process. The exposures to liquidity risks have been stable over the course 
of the reporting period.


The Undertaking’s investments are typically highly liquid. In its assessment of liquidity, the Undertaking 
can also take into account the cash inflows and outflows from its insurance business. The total amount 
of the expected profit included in future premiums (EPIFP) as calculated in accordance with Article 260(2) 
was €671m as at 31 December 2017.


C.4.2   Material risk concentrations 


In line with Investment Guidelines, the Undertaking maintains a highly diversified portfolio and limits the 
exposure to individual obligors. Concentrations can arise where the Undertaking’s liquidity needs are 
triggered by individual events. Liquidity stress testing is carried out to ensure that sufficient liquidity would 
be available in such events.


C.4.3   Material risk mitigation practices 


Liquidity risks are primarily mitigated through asset allocation, diversification and single-exposure limits, 
and by avoiding entering obligations to provide liquidity to counterparties.


C.4.4   Material risk sensitivities 


The Undertaking performs regular stress tests of its liquidity position in adverse events, including 
significant and abrupt changes in financial markets and policyholder behaviour. These stress tests 
consider the timing of obligations and the ability to liquidate assets over different time horizons, as well 
as the impact of such liquidations on realised values. The results of the liquidity stress tests over the 
reporting period showed that the Undertaking had sufficient liquidity even in extreme events. 
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C.5   Operational risk 


C.5.1   Material exposures 


The Undertaking is exposed to operational risk consistent with other financial institutions, including  the 
impact of changes in the regulatory and legal environments, the dependency on multiple internal and 
external operators (for investment activities as an example) and complex modelling for financial reporting 
and solvency reporting. Operational risks are identified and assessed with regards to their frequency and 
potential impact as part of the risk management process, in which risks and controls are documented by 
risk owners and validated by the Risk Management Function. As the Undertaking continues to evolve 
operationally, it aims to maintain a stable operational risk environment over the plan horizon. 


C.5.2   Material risk concentrations 


The Undertaking prefers to concentrate activities in focused and tightly-controlled operations and ensures 
that operations have independent review, alternative back-up sites, and business continuity plans.


C.5.3   Material risk mitigation practices 


Operational risks are primarily mitigated through functional controls, which are integral elements of the 
Undertaking’s Risk Framework, independently validated by Risk, Compliance (where applicable) and 
Internal Audit functions.


C.5.4   Material risk sensitivities 


Each operational risk is rated regarding frequency and potential impact on an inherent basis (i.e. before 
effective control) and on a residual basis (i.e. taking into account effective controls) to create a current  
risk heat map. Control remediation action plans are put in place as and when required.


C.6   Other material risks 


In addition to the risks covered above, the Undertaking may in the future also be exposed to emerging 
risks. The Undertaking currently considers geopolitical risk, disruptive technology (including 
transformative technology for insurance distribution (‘InsurTech’) and cybersecurity issues) and regulatory 
changes on data protection and business conduct that can transform the insurance industry, as key 
emerging risks.


In particular, the decision of the UK to leave the EU (‘Brexit’) may have implications for the Undertaking's 
business in the UK and its legal structure. At this time, there are still a number of possible outcomes, 
ranging from a scenario where the business could operate uninterrupted, to a scenario where the 
Undertaking would no longer be able to operate in the UK except through a subsidiary. The Undertaking 
is monitoring the withdrawal process and assessing the impact for the UK business.


C.7   Any other information 


The material elements of the Undertaking's risk profile are all covered above. The Undertaking reviews 
its risk exposures regularly and considers potential actions to align exposure to risk appetite. 







54


D   Valuation for solvency purposes 


D.1   Assets 


Basis of valuation


The valuation of assets for Solvency II has been determined in line with the Solvency II Directive 2009/138/
EC and related guidance.


Unless expressly stated in the notes below, the Undertaking has valued its assets at fair value. In order 
to establish the fair value of assets, the following guiding principle has been applied:


• Assets are valued at the amounts for which they could be exchanged between knowledgeable 
willing parties in an arm’s length transaction.


The determination of fair value of financial assets, which comprise substantially all of the assets of the 
Undertaking, is set out below.


Fair value of financial assets with active market


When available, the  fair value of financial assets is based on quoted prices in active markets that are 
readily and regularly obtainable. These are the most liquid of the Undertaking's financial assets and 
valuation of these assets does not involve management's judgement.


Fair value of financial assets with no active market


When developing  fair values, where quoted prices are not available, the Undertaking uses one of three 
broad valuation techniques or a combination thereof: (i) the market approach, (ii) the income approach, 
and (iii) the cost approach.


The significant inputs to these valuation techniques are inputs that are observable in the market or can 
be derived principally from, or corroborated by, observable market data. When observable inputs are not 
available, inputs that are not observable in the market or cannot be derived principally from, or corroborated 
by, observable market data, are used. These unobservable inputs are based in large part on 
management's judgement or estimation, and cannot be supported by reference to the market activity. 
Even though these inputs are unobservable, management believes they are consistent with what other 
market participants would use when pricing such financial assets and are considered appropriate given 
the circumstances. Actual results may differ materially from these estimates.


Such estimates are reviewed on an ongoing basis, and any difference recognised in the period in which 
the estimate is revised if the revision affects only that period, or in the period of the revision and future 
periods if the revision affects both current and future periods.


For deposits within one year of the balance sheet date, the Undertaking believes that the fair value is 
represented by the amounts realisable, on account of their short term nature.


The following table shows the assets of the Undertaking as reported in the Balance Sheet QRT SE.
02.01.16 under Solvency II, and comprises figures produced under both Solvency II and in the 
Undertaking's financial statements. The financial statements have been prepared in accordance with 
IFRS. 
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Assets of the Undertaking as at 31 December 2017 


Assets
Solvency II 


value
Reclassification 


differences
Valuation 


differences IFRS value


€'m €'m €'m €'m
Deferred acquisition costs — — 603 603
Intangible assets — — 10 10
Deferred tax assets 3 — 1 4
Property, plant and equipment held for 
own use 26 1 (11) 16
Property (other than for own use) 1 (1) — —
Participations and related undertakings 2 — — 2
Government Bonds 1,514 (34) — 1,480
Corporate Bonds 1,686 (26) — 1,660
Structured Notes 5 (5) — —
Collective Investments Undertakings 117 (1) — 116
Derivative Assets 112 (1) — 111
Deposits other than cash equivalents 9 — — 9


Assets held for index-linked and unit-
linked funds 7,075 (64) — 7,011
Loans on policies 22 (1) — 21
Other loans and mortgages 145 — (5) 140
Reinsurance recoverables 208 (32) 103 279
Insurance and intermediaries 
receivables 83 (1) — 82
Reinsurance receivables 16 32 — 48
Receivables (trade, not insurance) 160 72 69 301
Cash and cash equivalents 197 57 — 254
Total Assets 11,381 (4) 770 12,147


The Solvency II liabilities are compared to the IFRS liabilities in section D3. The valuation differences 
between the Solvency II and IFRS excess of assets over liabilities is set out in section E.1.2.  


The items on Solvency II and IFRS balance sheets may be disclosed in different categories. The 
‘reclassification’ column above includes such amounts where there is a different classification between 
Solvency II and IFRS. There is no net bottom line reclassification difference between the assets in this 
section and the liabilities in section D3.  
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D.1.1   Deferred acquisition costs 


Under Solvency II, deferred acquisition costs (DAC)  do not represent a recognisable asset. Cash outflows 
on acquisition are expensed when incurred.


Under IFRS, such costs are deferred to the extent that they are expected to be recoverable. Direct 
response marketing costs relating to the acquisition of life and personal accident business are deferred 
to the extent that they are expected to be recoverable. Other acquisition costs incurred during the financial 
year that are directly attributable to the successful acquisition of new business, are deferred to the extent 
that they are expected to be recoverable. All other costs are recognised as an expense when incurred.  
Accordingly, the two amounts differ on account of the different accounting policies applied.  


A portion of the DAC asset is allocated to an Unearned Commission Asset (UCA) to reflect clawback 
arrangements in place for associated commission payments. As commission is earned, it is moved to 
DAC. The UCA is disclosed in other assets in IFRS but is not recognised under Solvency II.


Prepaid commission, relating to prepaid renewal commission on the UK Individual Protection business, 
is also disclosed in other assets in IFRS but is not recognised under Solvency II.  


D.1.2   Intangible assets 


Intangible assets include those payments made to third party distributors for exclusive distribution rights 
obtained by the Undertaking.  


Under Solvency II, intangible assets are not recognised unless the Undertaking is able to sell the asset 
for a price derived from an active market.  Thus the Undertaking does not recognise intangible assets 
under Solvency II.  


Under IFRS, intangible assets are stated at cost less accumulated depreciation. Intangible assets are 
recognised if the undiscounted future cash flows exceed the initial cost of the asset. Intangible assets 
are amortised over its useful life and amortisation methods are either proportional to expected profits or 
expected premiums.  Accordingly, the two amounts differ on account of the different accounting policies 
applied.  


D.1.3   Deferred tax assets 


Under Solvency II, deferred tax assets are recognised on the estimated future tax effects of temporary 
differences, unused tax losses carried forward and unused tax credits carried forward. Deferred tax is 
only recognised where it is probable that it will be realised, i.e. that future taxable profits will be available 
against which deductible temporary differences can be utilised. Deferred tax is measured at the tax rates 
that are expected to apply in the period in which the liability is settled or the asset realised, based on the 
tax laws enacted or substantively enacted at the reporting date, on an undiscounted basis. When 
determining whether deferred tax assets can be realised, the Undertaking considers projected future 
taxable profits in excess of those profits arising from the reversal of existing taxable temporary differences.


Deferred tax assets are not set off against deferred tax liabilities, unless such assets and liabilities have 
arisen in the same tax jurisdiction, in line with local legislation and practice.


The principles under which deferred tax assets and liabilities are recognised under Solvency II are broadly 
similar to those under IFRS.


However, there are differences in the carrying value of underlying assets and liabilities, which give rise 
to temporary differences between carrying value and tax base. Accordingly, the two amounts differ on 
the balance sheets.
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The following table sets out the composition of the deferred tax balances under Solvency II, as at the 
reporting date, and a comparison against the deferred tax balances under IFRS:


Solvency II IFRS
2017 2017
€'m €'m


Commission fees allowable in future years 3 3
Other local deferred items (59) (59)
Premium reserves for claims for non-life insurance 
contracts (9) (23)


Losses carried forward 3 3
Property, plant and equipment 4 4
Policyholder assets/liabilities 212 241
Deferred acquisition costs — (123)
Investments (144) (146)
Differences between Solvency II and IFRS balance 
sheet (145) —


Net deferred tax balance (135) (100)


The following table sets out the changes in income tax rates since the previous reporting date which have 
impacted the deferred tax balance:


Current tax rate Previous tax rate


France 25.00% 29.30%


The local tax rate in France is reducing to 25.00% by 2022 (current tax remains 34.43% for 2017). In 
order to reflect the different rates that the temporary differences will reverse at in the accounts, a composite 
rate of 27.40% has been used in the calculation of deferred tax in both IFRS and Solvency II.


All branches are profitable under estimated local tax base. The following branches have deferred tax 
assets on the balance sheet relating to historical net operating losses:


2017 2016
€'m €'m


Spain 3 3


Total 3 3


D.1.4   Property, plant and equipment held for own use 


Under Solvency II, property, plant and equipment held for own use is stated at fair value.  Certain equipment 
items may be held at depreciated value if not materially different to the fair value. 


Under IFRS, all  property, plant and equipment is measured at cost less accumulated depreciation. 
Accordingly, the two amounts differ on account of the different accounting policies applied.
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D.1.5   Investments (other than assets held for index-linked and unit-linked contracts) 


Under Solvency II, investments are stated at fair value except for strategic participations as set out below.   
Financial assets and liabilities are recognised when the Undertaking becomes a party to the contractual 
provisions of the instrument.  All financial instruments reported at fair value are measured based on an 
exit price. 


The valuation techniques and source of pricing inputs used by the Undertaking for significant categories 
of investments are produced below:


D.1.5.1   Property (other than for own use) 


Under Solvency II, property (other than own use) is stated at fair value. The valuation is based on market 
appraisals provided by a property appraiser annually.


Under IFRS, property (other than own use) is measured at cost less accumulated depreciation. 
Accordingly, the two amounts differ on account of the different accounting policies applied.


D.1.5.2   Holdings in related undertakings, including participations 


The Undertaking has a 100% owned subsidiary in the UK, MetLife Pension Trustees Limited. This 
subsidiary is trustee and administrator of personal pension schemes.  Under Solvency II, the adjusted 
equity method is applied to determine its fair value.  This requires valuing such investments based on 
the Undertaking's share of the excess of assets over liabilities of the related undertaking, using the 
Solvency II valuation principles. 


Under IFRS, the Undertaking's subsidiary is stated at historic cost.  Accordingly, the two amounts differ 
on account of the different accounting policies applied.


D.1.5.3   Equities 


Equities listed on a recognised exchange are valued using the quoted prices for identical instruments.


Unlisted equities are valued using observable inputs where available, including quoted prices for listed 
equities in active markets for similar instruments, quoted prices for listed equities in markets that are not 
considered active, and to a lesser extent, matrix pricing, discounted cash flow methodologies or 
independent non-binding broker quotations. Such instruments are principally valued using the market 
approach.


Under IFRS, equities are stated at fair value.  Accordingly, there are no differences between Solvency II 
and IFRS. 


D.1.5.4   Bonds 


Government bonds listed on a recognised exchange are valued using the quoted prices for identical 
instruments.


Government bonds which are not listed, are principally valued using the market approach. Valuations 
are based primarily on matrix pricing or other similar techniques using standard market observable inputs 
including benchmark yields, issuer ratings, broker-dealer quotes, issuer spreads and reported trades of 
similar instruments, including those within the same sub-sector or with a similar maturity or credit rating.


Government bonds for which observable inputs are not available, are principally valued using the market 
approach. Valuations are based primarily on independent non-binding broker quotations and inputs 
including quoted prices for identical or similar instruments that are less liquid and based on lower levels 
of trading activity. Certain valuations are based on matrix pricing that utilise inputs that are unobservable 
or cannot be derived principally from, or corroborated by, observable market data, including credit spreads.
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Corporate bonds listed on a recognised exchange are valued using quoted prices or quoted prices for 
similar assets.


Corporate bonds which are not listed, are principally valued using the market and income approaches. 
Valuations are based primarily on quoted prices for similar listed instruments in active markets, quoted 
market prices for similar listed instruments in markets that are not considered active, or using matrix 
pricing or other similar techniques that use standard market observable inputs such as benchmark yields, 
spreads off benchmark yields, new issuances, issuer rating, duration, and trades of identical or comparable 
instruments. Privately-placed instruments are valued using matrix pricing methodologies using standard 
market observable inputs and inputs derived from, or corroborated by, market observable data including 
market yield curve, duration, call provisions, observable prices and spreads for similar publicly traded or 
privately traded issues that incorporate the credit quality and industry sector of the issuer, and in certain 
cases, delta spread adjustments to reflect specific credit-related issues.


Corporate bonds for which observable inputs are not available, are principally valued using the market 
approach. Valuations are based primarily on matrix pricing or other similar techniques that utilise 
unobservable inputs or inputs that cannot be derived principally from, or corroborated by, observable 
market data, including illiquidity premium, delta spread adjustments to reflect specific credit-related issues, 
credit spreads, and inputs including quoted prices for similar instruments that are less liquid and based 
on lower levels of trading activity. Certain valuations are based on independent non-binding broker 
quotations.


Structured notes are hybrid securities, combining a fixed income instrument with a series of derivative 
components. Excluded from this category are fixed income securities that are issued by sovereign 
governments. Included are securities that have embedded derivatives, with results tied primarily to the 
performance of equity indices or equity baskets.


The fair value of the fixed income instrument and the derivative component are measured separately. 
The fair value of the fixed income instrument is measured in the same way as for corporate bonds (see 
above). The fair value of the derivative component is measured in the same way as for stand-alone 
derivatives (see below).


Under IFRS, bonds are stated at fair value.  Accordingly, there are no differences between Solvency II 
and IFRS. 


D.1.5.5   Collective investments undertakings 


Collective investments undertakings are valued using the prices provided by the investment managers, 
that are based on their respective net asset values.


Under IFRS, collective investments undertakings are stated at fair value. Accordingly, there are no 
differences between Solvency II and IFRS. 


D.1.5.6   Derivatives 


Derivatives are initially recognised at fair value on the date on which a derivative contract is entered into 
and are subsequently re-measured at their fair value. Certain fair values are obtained from quoted market 
prices in active markets. When quoted prices are not available, other valuation techniques are applied. 
The valuation techniques incorporate all factors that market participants would consider and are based 
on observable market data, to the extent possible.
All derivatives are carried as assets when the fair value is positive and as liabilities when the fair value 
is negative. Fair value is derived and recorded at the instrument’s exit value.


Asset and liability derivatives are shown separately on the balance sheet, unless the right of offsetting 
exists, in which case the derivatives with a single counterparty are shown net on the balance sheet.
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D.1.5.7   Deposits other than cash equivalents 


Deposits other than cash equivalents comprise of demand deposits. These are carried at fair value on 
the Solvency II balance sheet, which are based on the amounts due on demand.


Under IFRS, demand deposits are stated at carrying value which approximates to fair value. Accordingly, 
there is no difference between the two amounts. 


D.1.6   Assets held for index-linked and unit-linked contracts 


Under Solvency II, assets held for index-linked and unit-linked contracts are stated at fair value.


Index-linked and unit-linked funds comprise of the various categories of investments and other assets 
described herein, principally investment funds. For disclosure of the valuation methodology used for these 
assets, please refer to the relevant notes in this section.


Under IFRS, assets held for index-linked and unit-linked contracts are stated at fair value. Accordingly, 
there is no difference between the two amounts.


D.1.7   Loans and mortgages 


Policy loans are valued at amortised cost under Solvency II and IFRS. This is not considered materially 
different to fair value.


Under Solvency II, commercial mortgage loans are stated at fair value. Certain individual mortgage loans 
may be held at unpaid principal value adjusted for any deferred fees, if not materially different to the fair 
value. 


Under IFRS, mortgage loans held-for-investment are stated at unpaid principal balance, adjusted for any 
deferred fees. Accordingly, there are differences in the valuations of loans and mortgages on the two 
balance sheets.


D.1.8   Reinsurance recoverables 


Under Solvency II, reinsurance recoverables are valued using the cash-flow projection model similar to 
that used to calculate the best estimate of liabilities.


The reinsurance recoverables are adjusted for expected defaults using internal assumptions. Further 
information on the best estimate of liabilities, its valuation methodology, basis and assumptions used can 
be found in section D.2.


Under IFRS reinsurance recoverables are valued using the same methods used to calculate technical 
provisions.  Accordingly, there are differences between the value of reinsurance recoverables on the two 
balance sheets.


D.1.9   Insurance and intermediaries receivables 


This relates to the amounts due from policyholders, insurance intermediaries and other insurers linked 
to inward reinsurance business. 


Under Solvency II, these are stated at fair value. 


Under IFRS, receivables and other assets are recorded at cost less any irrecoverable amounts and are 
an approximation of the fair value of these assets.  Accordingly, there are no differences between Solvency 
II and IFRS. 
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D.1.10   Reinsurance receivables 


Reinsurance receivables relate to claims and commissions settled but not yet paid by reinsurers. 


Under Solvency II, these are stated at fair value. 


Under IFRS, receivables and other assets are recorded at cost less any irrecoverable amounts and are 
an approximation of the fair value of these assets.  Accordingly, there are no differences between Solvency 
II and IFRS. 


D.1.11   Receivables (trade, not insurance) 


Under Solvency II, these are stated at fair value. 


Under IFRS, trade receivables are recorded at cost less any irrecoverable amounts and are an 
approximation of the fair value of these assets. Accordingly, there are no differences between Solvency 
II and IFRS in relation to trade receivables. 
 
See section D.1.1 for details of UCA which is disclosed in other assets in IFRS but is not recognised 
under Solvency II. 


D.1.12   Cash and cash equivalents 


Cash and cash equivalents are carried at fair value on the Solvency II balance sheet, which is based on 
the amounts due on demand. 


Under IFRS, cash and cash equivalents are stated at carrying value which approximates to fair value.   
Accordingly, there is no difference between the two amounts.


Bank overdrafts are disclosed in debts owed to credit institutions in IFRS and Solvency II. 


D.1.13   Any other information on assets 


Estimation uncertainty
The key source of estimation uncertainty arises in deferred tax assets (section D.1.3) and derivatives 
(section D.1.5.6).


Asset levelling
The following table provides an analysis of financial assets that are measured subsequent to initial 
recognition at fair value, grouped into Levels 1 to 4 on the degree to which the fair value is observable.


• Level 1: quoted prices in active markets for identical assets;
• Level 2: quoted prices in active markets for similar assets;
• Level 3: inputs other than quoted prices in active markets for identical or similar assets that are 


observable for the asset directly (i.e. as prices) or indirectly (i.e. derived from prices); and
• Level 4: inputs not based on observable market data.
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Asset Category Level 1 Level 2 Level 3 Level 4


Total 
Solvency 


II
2017 2017 2017 2017 2017
€'m €'m €'m €'m €'m


Assets held for index-linked and unit-linked 
funds (excluding outstanding trades) 6,881 147 — 34 7,062
Cash and cash equivalents 197 — — — 197
Corporate Bonds — 1,606 1 79 1,686
Deposits other than cash equivalents 9 — — — 9
Derivatives 1 19 90 2 112
Government Bonds 81 1,433 — — 1,514
Investment funds 116 — — 1 117
Loans on policies — — — 22 22
Other loans & mortgages — — — 145 145
Participations — — — 2 2
Property (other than for own use) — — — 1 1
Property, plant & equipment held for own
use — — — 26 26
Structured notes — — — 5 5
Grand Total 7,285 3,205 91 317 10,898


All other information has been disclosed in the preceding sections. 
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D.2   Technical provisions 


The technical provisions correspond to the current amount the Undertaking would have to pay if they 
were to transfer their insurance obligations immediately to another Undertaking. The value of technical 
provisions are equal to the sum of a best estimate liability and a risk margin. The methodology employed 
in the calculation of the best estimate liability is covered in section D.2.3 and the risk margin is covered 
in section D.2.7.


The insurance obligations have been segmented into homogeneous risk groups (HRGs) when calculating 
the technical provisions. The approach to segmentation is covered in section D.2.1.


The best estimate liability is calculated gross, without deduction of the amounts recoverable from 
reinsurance contracts. Such recoverable amounts are calculated separately and are covered in section
D.2.4.


D.2.1   Segmentation 


Under Solvency II, undertakings should properly segment the business into the lines of business specified 
in the guidelines. The primary segmentation distinguishes between life and non-life insurance obligations.  
The distinction does not coincide with the legal definition, but rather with how the contract is pursued on 
a similar technical basis. 


Life business is segmented into seventeen lines of business. The non-life insurance obligations are further 
segmented into twelve lines of business.  In respect of the Undertaking, the following are the main lines 
of business:


• Other life insurance;
• Insurance with profit participation;
• Index-linked and unit-linked life insurance;
• Similar to Life Techniques (SLT) Health insurance;
• Non-SLT Health insurance; and
• Other non-life insurance.
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D.2.2   Technical provisions split by line of business 


Technical provisions split by gross and net of reinsurance
Illustrated below is breakdown of gross and net technical provisions by line of business:


Line of business


Gross of 
Reinsurance


Reinsurance 
Relief


Net of 
Reinsurance


Gross of 
Reinsurance


Reinsurance 
Relief


Net of 
Reinsurance


2017 2017 2017 2016 2016 2016


€'m €'m €'m €'m €'m €'m


Insurance with profit 
participation 1,838 — 1,838 1,932 (2) 1,930


Index-linked and 
unit-linked insurance 6,822 — 6,822 7,123 — 7,123


Other life insurance 674 (190) 484 793 (185) 608


Accepted 
reinsurance 1 — 1 1 — 1


Health insurance 
(direct business) 77 (10) 67 83 (12) 71
Total Life 9,412 (200) 9,212 9,932 (199) 9,733


Medical expense 
insurance 10 (7) 3 2 (1) 1


Income protection 
insurance 73 — 73 96 — 96
Workers' 
compensation 
insurance 1 (1) — 2 (1) 1
 Total Non-Life 84 (8) 76 100 (2) 98


Total Technical 
Provisions 9,496 (208) 9,288 10,032 (201) 9,831







65


Gross technical provisions split by Best Estimate Liability and Risk Margin
The table below presents the breakdown of gross technical provisions by lines of business into Best 
Estimate Liability (BEL) and risk margin (methodology is covered in sections D.2.3 and D.2.7 respectively).


Line of business
BEL


Risk 
Margin


Gross 
Technical 
Provision 


under 
Solvency II BEL Risk Margin


Gross 
Technical 
Provision 


under 
Solvency II


2017 2017 2017 2016 2016 2016


€'m €'m €'m €'m €'m €'m
Insurance with 
profit participation 1,802 36 1,838 1,904 28 1,932
Index-linked and 
unit-linked 
insurance 6,752 70 6,822 7,065 58 7,123
Other life 
insurance 523 151 674 684 109 793


Accepted 
reinsurance 1 — 1 1 — 1


Health insurance 
(direct business) 67 10 77 71 12 83
Gross Total Life 9,145 267 9,412 9,725 207 9,932


Medical expense 
insurance 9 1 10 2 — 2
Income protection 
insurance 58 15 73 77 19 96


Workers' 
compensation 
insurance 1 — 1 — 2 2
Gross Total 
Non-Life 68 16 84 79 21 100


Total Gross 
Technical 
Provisions 9,213 283 9,496 9,804 228 10,032


Gross technical provisions decreased by €536m from €10,032m in 2016 to €9,496m in 2017.  Net technical 
provisions decreased by €543m from €9,831m in 2016 to €9,288m in 2017. The change in net technical 
provisions is driven principally by the following:


• New business, experience & market movements: Impact (-€559m) due to “organic” changes in 
relation to new business, actual experience and market movements (e.g. interest rates, foreign 
exchange rates), and roll-forward of the technical provisions on the in-force business (release 
of cash flows and risk margin, unwind of discount rate). Much of this change relates to the net 
impact of the UK unit-linked portfolio, with falling GBP exchange rates and significant claims 
outgo reducing the technical provisions offset by new business on Horizon over the first half of 
2017 until the business was closed to new sales;


• Assumption changes (-€54m): Largely driven by mortality changes in France and Italy, expense 
updates in UK and expense inflation rates following a revision in the methodology;


• Other modelling updates (+€38m): Largest contributors include; update to the Horizon Economic 
Scenario Generator (ESG), update to UK Group Income Protection (GIP) calculation from scheme 
level data to member level data and correction to Cyprus pensions data;
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• Methodology changes (+€32m): Mainly relates to UK unit-linked risk driver adjustment to risk 
margin and also France and Czech IBNR methodology change.


D.2.3   Best estimate 


D.2.3.1   Methodology for the calculation of the best estimate 


For all lines of business, the best estimate corresponds to the probability weighted average of future 
cash-flows taking account of the time value of money.


D.2.3.2   Cash-flow projections 


The cash-flow projections reflect the expected realistic future demographic, legal, medical, technological, 
social and economic developments over the lifetime of the insurance and reinsurance obligations.


D.2.3.3   Recognition and derecognition of insurance and reinsurance contracts for solvency 
purposes 


The Undertaking observes the process of recognition and derecognition of its insurance obligations in 
line with the technical specifications, which states:


The calculation of the best estimate only includes future cash-flows associated with recognised obligations 
within the boundary of the contract.  No future business is taken into account for the calculation of technical 
provisions.


An insurance obligation is initially recognised by insurance undertakings at whichever is the earlier of the 
date the Undertaking becomes a party to the contract that gives rise to the obligation or the date the 
insurance cover begins.


A contract is derecognised as an existing contract only when the obligation specified in the contract is 
extinguished, discharged, cancelled or expires.


D.2.3.4   Time horizon 


For all of the calculations of best estimate, a projection period of 50 years has been assumed. This 
adequately accounts for all material cash-flows in the portfolio. For the VA portfolio the liability projection 
software projects to the term plus 1 year for each individual model point.


D.2.3.5   Gross cash-flows 


The cash-flow projection used in the calculation of the best estimate takes account of all the cash in-and 
out-flows required to settle the insurance obligations over the time horizon.


D.2.3.6   Gross cash in-flows 


The best estimate includes items such as future premiums, charges and other policyholder payments. 
Premiums which are due for payment by the valuation date are shown as a premium receivable on the 
balance sheet.


D.2.3.7   Gross cash out-flows 


The cash out-flows are calculated and include future benefits payable to the policyholders or beneficiaries, 
expenses that will be incurred in servicing insurance obligations, commissions, unit-linked benefits and 
tax payments.
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D.2.3.8   Life insurance obligations 


Cash-flow projections used in the calculation are made separately for each policy, except where grouping 
of model point files is used. Material grouping is used in the following branches:


• Italy
• Romania
• Czech Republic
• France
• Spain
• Slovakia
• Cyprus


It should be noted that there are no significant differences in the nature and complexity of the risks 
underlying the policies that belong to the same grouping. The grouping of policies does not misrepresent 
the risk underlying the policies and does not misstate the expenses.


No explicit surrender value floor has been assumed for the market consistent value of liabilities for a 
contract.


D.2.3.9   Non-life insurance obligations


The  non-life insurance business is small in relation to the life business. 


D.2.3.10   Valuation of future discretionary benefits 


The calculation of the best estimate takes into account future discretionary benefits which are expected 
to be made. The value of future discretionary benefits is calculated separately.


The material future discretionary benefits which are expected to be made by the Undertaking are in 
relation to the excess interest benefit payments on European participating business. This benefit is 
attached to a number of different blocks of endowment, pure endowment and whole of life business.


The excess interest benefit is a benefit uplift which is generally calculated as the excess of the declared 
yield over the guaranteed rate. The declared yield is based on the investment return of specific pools of 
assets.


D.2.4   Reinsurance recoverables 


The calculation of amounts recoverable from reinsurance contracts follow the same principles and 
methodology as presented above for the calculation of other parts of the technical provisions.


Where the timing of recoveries and direct payments markedly diverge this has been taken into account 
in the projection of cash-flows. Where the timing is sufficiently similar to that for direct payments the timing 
of direct payments has been used.


The amounts recoverable have been calculated consistently with the boundaries of the insurance 
contracts to which they relate.


The expenses incurred in relation to the management and administration of reinsurance contracts are 
allowed for in the calculation of the best estimate.


The amounts recoverable from reinsurance contracts are adjusted to take account of expected losses 
due to default of the counterparty. This adjustment is calculated separately and is based on an assessment 
of the probability of default of the counterparty and the average loss-given-default.
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D.2.5   Discounting 


Illiquidity premium 


This is no longer relevant under Solvency II.


D.2.6   Calculation of technical provisions as a whole 


The calculation of technical provisions as a whole is not applicable to the Undertaking.


D.2.7   Risk margin 


The risk margin is a fair value adjustment that captures the cost of holding the unhedgeable part of the 
SCR over the lifetime of the policies in force. It is added to the BEL which together make the technical 
provisions. Market risks are deemed hedgeable and are therefore excluded from this calculation. 
Determination of the risk margin therefore entails a projection of the unhedgeable part of the SCR over 
the run-off of the in-force business. 


For the purposes of calculating the risk margin, the SCR refers to non-hedgeable risks only (the implicit 
assumption being that a third party purchasing company will hedge or mitigate all avoidable risks).


The following risks are considered key and cover over 80% of the risk margin: Mortality, Morbidity, Lapse, 
Expenses and Catastrophe.


D.2.8   Approximation of technical provisions 


Technical provisions - un-modelled business


Due to modelling or data limitations on certain lines of business, certain components of the BEL are 
allowed for via un-modelled adjustments (UA). The basis for the UA will vary from item to item.


Technical provisions - Paid-Up option


The Undertaking does not currently model the option to make policies paid up. There is no modelling of 
the “paid-up” decrement on the grounds of proportionality. It is complex to model and, in any case, is 
assumed to be broadly equivalent financially to the surrender of the contract.


D.2.9   Level of uncertainty associated with technical provisions 


Levels of uncertainty associated with technical provisions


In the calculation of technical provisions, it is necessary to make judgements, estimates and assumptions 
about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The 
estimates and associated assumptions are based on historical experience and other factors that are 
considered relevant. Actual results may differ from these estimates.


The estimates and underlying assumptions are reviewed on a periodic basis.


The key assumptions concerning the future, and other key sources of estimation uncertainty at the 
reporting date, are discussed below.


Key sources of estimation uncertainty


1. Unit-linked contracts


Unit-linked account values
Liabilities for insurance and investment contracts include unit reserves at market value and unallocated 
premiums. The unit reserves are equal to the sum across unit funds of the numbers of policyholder units 
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multiplied by the unit price (at bid price). Unallocated premiums are premiums that have been issued but 
not yet allocated to units. The value of the unit reserves are known and contain no uncertainty.


Best estimate liability
The best estimate liability represents the unit reserves plus the present value of future benefits, in excess 
of the unit reserves, to be paid to the policyholders or on behalf of the policyholders and related expenses 
less the present value of future charges deducted from the unit-linked account.


Key assumptions used in calculating the best estimate liability include:


• Expected future economic conditions (including risk-free interest rates, inflation rates and 
reinvestment rates);


• Maintenance expenses and associated inflation;
• Mortality / morbidity rates based on selected published actuarial mortality tables; and
• Lapse rates based on expected surrender experience.


2. Non unit-linked contracts


The liabilities represent the present value of future benefits to be paid to the policyholders or on behalf 
of the policyholders and related expenses less the present value of future premiums. The key assumptions 
concerning the future, and other key sources of estimation uncertainty at the reporting date that could 
impact the valuation of the best estimate liability, are discussed below.


Key assumptions used in calculating the best estimate liability include:


• Expected future economic conditions (including risk-free interest rates, inflation rates and 
reinvestment rates);


• Maintenance expenses and associated inflation;
• Mortality / morbidity rates based on selected published actuarial mortality tables; and
• Lapse rates based on expected surrender experience


Such assumptions are captured in more detail in section D.2.3.


Expert judgement
 
Expert judgement is necessary in the calculation of the best estimate liability for a number of reasons 
including the following:


• Selection of data to use, and adjustment to reflect current or future conditions, correcting errors 
and deciding on the treatment of outliers or extreme events;


• Selection of realistic assumptions, allowing appropriately for the environment in which the 
Undertaking operates;


• Selection of the valuation technique considering appropriate alternative methodologies. 


D.2.10   Matching adjustment 


This is not applicable to the Undertaking.


D.2.11   Volatility adjustment 


This is not applicable to the Undertaking.


D.2.12   Transitional risk-free interest rate-term structure 


This is not applicable to the Undertaking.
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D.2.13   Transitional deduction 


This is not applicable to the Undertaking.


D.2.14   Differences between Solvency II valuation and IFRS 


The table and the associated explanations below provide key differences between technical provisions 
under Solvency II and those presented in the Undertaking's financial statements:


Analysis of Differences


Other life 
insurance


Insurance with 
profit 


participation


Index-
linked and 


unit-
linked life 
insurance


SLT 
Health 


insurance


Non-SLT 
Health 


insurance Total
2017 2017 2017 2017 2017 2017
€'m €'m €'m €'m €'m €'m


Gross Technical Provisions 
under IFRS 764 1,757 7,198 18 19 9,756
Assumption and Methodology 
Differences (314) 24 (447) 6 44 (687)
RBNS reclassification 
differences 74 21 1 43 5 144
Items in Solvency II not in 
IFRS (Risk Margin) 151 36 70 10 16 283


Gross Technical Provisions 
under Solvency II 675 1,838 6,822 77 84 9,496


There are many significant differences between the technical provisions in the financial statements under 
IFRS and the technical provisions under Solvency II.


Assumption and Methodology Differences
Solvency II and IFRS have different rules for classifying/grouping insurance contracts, and these rules 
affect the valuation of the liabilities.


Solvency II capitalises all future profits, subject to contract boundaries, whereas IFRS generally does 
not. IFRS valuation of non-linked business adopts a net premium valuation methodology on regular 
premium business. For unit-linked type contracts, reserves typically equal the account values with no 
allowance for future profits. Exceptions exist for contracts with guarantees.


Solvency II assumptions are all best estimate whereas IFRS may apply Provisions for Adverse Deviations 
(PADs) to the assumptions used to value the reserves, according to classification rules.


Items in Solvency II but not in IFRS
Solvency II determines a risk margin based on the concept of the cost of capital (for risks that are not 
hedgeable), whereas this concept does not generally apply to IFRS (this might be considered as analogous 
to the PAD under IFRS).


Reclassification
Reported but not settled (RBNS) balances are disclosed in technical provisions in Solvency II but in 
payables in IFRS.
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D.2.15   Information on actuarial methodologies and assumptions 


Principal assumptions used in the determination of technical provisions


Solvency II requires assumptions to be based on best estimate. The assumptions are revised on a regular 
basis to adjust for recent experience and changes to market factors.


The principal assumptions used in the determination of technical provisions are ranked from the highest 
to the lowest as follows: lapses, expenses, mortality, morbidity. The primary lines of business contributing 
to these assumptions relate to the UK and France.


General Assumption Notes


1. Demographic Assumptions


Mortality and morbidity assumptions are generally based on published tables updated to allow for the 
results of the experience studies. The published tables are generally country specific, and may be product 
specific. In some cases the table will be provided by a reinsurer.
Lapse/surrender/persistency assumptions tend to be Undertaking specific but may be influenced by 
market data. 


Whilst results on long term risk or annuity business may be relatively sensitive to demographic experience 
(mortality / morbidity), results tend to be more sensitive to policyholder behaviour due to the much higher 
absolute level and volatility of rates (e.g. lapse rates typically in the range 2% to 15%).


2. Expense Assumptions


Expense assumptions are based on the results of the expense studies. They are entirely Undertaking 
specific, not only in the manner that they reflect the plan expense base of the Undertaking, but also in 
the way that the Undertaking allocates expenses between acquisition and maintenance and by line of 
business.


3. Economic Assumptions


Noting that Solvency II prescribes future capital market economic assumptions to be “risk neutral”, with 
risk free interest rates published by EIOPA, economic assumptions are effectively limited to expense 
inflation.


There are also asset volatility assumptions used ESGs. These too are constrained by the risk neutral 
framework, subject to certain discretionary calibration choices beyond the scope of the present document.


Further details on the principal assumptions are below:


D.2.15.1   Mortality 


Mortality rates are set at a country and product level. Base mortality rates are taken from country specific 
standard industry tables, which vary by age and sex. Depending on the product, experience multipliers 
and selection factors may also be applied to bring the assumptions in line with our own experience.


Where standard tables are not available in a certain country, alternatives have been used which best 
match the experience (e.g. Greece tables used as the base for Cyprus assumptions).


For certain products, separate morality rates are used for accidental death and death caused by disease 
and sickness.
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D.2.15.2   Morbidity 


Morbidity incidence rates are set at a country, product and coverage level. The following split of coverages 
is used in the models:


• Child Protection Agreement
• Waiver of Premium
• Permanent Disability
• Temporary Disability
• Critical Illness
• Hospitalization


Base morbidity rates are taken from country specific standard industry tables which vary by age and sex. 
Depending on the product, experience multipliers and selection factors may also be applied to bring the 
assumptions in line with our own experience.


Where coverage specific standard tables are not available one of two approaches has been used to set 
the assumptions. The first approach is to look for similar standard tables in other countries. The second 
approach is to develop bespoke tables based on specific experience.


For products with undefined benefit amounts (e.g. hospital cash), average claim amounts are used in 
the projection.


D.2.15.3   Persistency 


Lapses


Lapse rates are set for each country within the Undertaking and a defined at a product, premium type 
(regular or single), distribution channel and policy year level.


Lapses for investment rider, child protection agreement and waiver of premium products depend on 
underlying products.


D.2.15.4   Expenses 


D.2.15.4a. Expense assumption


Expenses are split into initial and renewal expenses. Expenses can be modelled as fixed, as a percentage 
of premium, as a percentage of sum assured or as a percentage of mathematical reserves. Expenses 
can vary by country, currency, product, premium type and distribution channel. 


D.2.15.4b. Expense inflation assumption


Maintenance and overhead expenses are adjusted based on inflation assumptions.


D.2.15.4c. Commission assumption


Commissions are defined for each country within the Undertaking and are split into initial and renewal 
commissions. Standard commission is calculated as a percentage of premium. Depending on the product, 
bonus commission and override commission may be included. Commission rates depend on product, 
premium payable year, policy year and distribution channel. All standard commission rates are calculated 
as a percentage of premium.


Commission is not generally an assumption subject to discretionary judgement, rather it is a well-defined 
parameter of the relevant product. 
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D.2.15.5   Premium Indexation 


For certain products, indexation is applied as a percentage increase in premiums over each projection
year.


D.2.15.6   Benefit Escalation 


For certain products, escalation is applied as a percentage increase in benefits over each projection year.


D.2.15.7   Interest Rate 


D.2.15.7a. Interest rate assumption


The yield curves are generated in line with the prescribed methodology. The risk free interest rate is 
primarily derived from the rates at which two parties are prepared to swap fixed and floating interest rate 
obligations. In the absence of financial swap markets, or where information on such transactions is not 
sufficiently reliable, the risk free interest rate is based on the government bond rates of the country.


The risk free interest rates are:
• Calculated for different time periods, reflecting that the liabilities of insurance and reinsurance 


undertakings stretch years and decades into the future.
• Calculated in respect of the most important currencies for the EU insurance market.
• Adjusted to reflect that a portion of the interest rate in a swap transaction (or a government bond) 


will reflect the risk of default of the counterparty and hence without adjustment would not be risk 
free.


• Based on data available from financial markets. For those periods in the more distant future for 
which data are not available, the rate is extrapolated from the point at which data is available to 
a  macroeconomic long term equilibrium rate.


D.2.15.7b. Credited rate/Excess interest benefit (EIB)


Certain products contain an EIB feature where policyholder benefits may receive an uplift each year 
depending on the performance of a portfolio of assets allocated to that business. 


The future projected yield on these assets is calculated using risk neutral market consistent rates.


D.2.15.7c. Reversionary and terminal bonuses


This is not applicable to the Undertaking.


D.2.15.8   Fund Growth - Unit Linked


The assumed growth rate of unit-linked funds is consistent with the relevant risk-free interest rate term 
structure. 


D.2.15.9   Discount Rate/Illiquidity Premium


This is consistent with section D.2.15.7. No illiquidity premiums are allowed for in any country.
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D.3   Other liabilities 


Liabilities of the Undertaking as at 31 December 2017 


Liabilities
Solvency II 


value
Reclassification 


differences
Valuation 


differences IFRS value
€'m €'m €'m €'m


Technical Provisions - Non-life 84 (5) (60) 19
Technical provisions - Life (excluding 
index-linked and unit-linked) 9,412 (139) 464 9,737
Provisions other than technical 
provisions 17 — — 17
Deposits from reinsurers 45 — — 45
Deferred tax liabilities 138 — (34) 104
Derivatives 52 — — 52
Debts owed to credit institutions 18 — — 18
Insurance and intermediaries payable 173 138 (3) 308
Reinsurance payables 43 — — 43
Payables (trade, not insurance) 194 2 — 196
Total Liabilities 10,176 (4) 367 10,539


Excess of assets over liabilities 1,205 — 403 1,608


The Solvency II assets are compared to the IFRS Liabilities in section D.1. The valuation differences 
between the Solvency and IFRS excess of assets over liabilities is set out in section E.1.2.  


D.3.1   Provisions other than technical provisions 


Provisions are recognised when the Undertaking has a present obligation (legal or constructive) as a 
result of a past event, it is probable that the Undertaking will be required to settle the obligation, and a 
reliable estimate can be made of the amount of the obligation.


Under Solvency II and IFRS, the amount recognised as a provision is the best estimate of the consideration 
required to settle the present obligation at the balance sheet date, taking into account the risks and 
uncertainties surrounding the obligation.  Accordingly, there are no differences between Solvency II and 
IFRS. 


D.3.2   Deposits from reinsurers 


Deposits from reinsurers refers to cash collateral provided by a reinsurer to cover insurance liabilities 
and funds withheld arrangements with reinsurers. 


Under Solvency II, deposits from reinsurers are stated at fair value on the Solvency II balance sheet


Under IFRS, deposits from reinsurers are recorded at cost and are an approximation of the fair value of 
these liabilities. Accordingly, there are no differences between Solvency II and IFRS. 


D.3.3   Deferred tax liabilities 


For further details, please refer to section D.1.3.
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D.3.4   Derivatives 


Under Solvency II, derivative liabilities are measured at fair value. The valuation methodology for
derivatives is set out in D.1.5.6.


There are no differences between the valuation under Solvency II and under IFRS.


D.3.5   Other financial liabilities 


Other financial liabilities comprise of insurance and intermediaries payables, reinsurance payables, and
payables (trade, not insurance). 


Under Solvency II, these are stated at fair value. 


Under IFRS, trade and other payables comprise short-term payables which are recorded at cost and are 
an approximation of the fair value of these liabilities. Accordingly, there are no differences between 
Solvency II and IFRS, other than those attributable to timing. 


D.3.6   Leasing 


The Undertaking does not hold material leases. 


D.3.7   Employee benefits 


A portion of pension costs are allocated from MetLife Services European Economic Interest Group (MetLife 
Services EEIG), MetLife Europe Services Limited (MESL) and MetLife Slovakia s.r.o (MetLife Services 
Slovakia) and are not directly paid for by the Undertaking. These allocations are recognised as an expense 
when incurred and any related accruals are included in intercompany payables. MetLife Services EEIG 
and MESL make payments at agreed rates of the employee’s gross salary for each individual’s pension 
fund, the assets of which are vested in independent trustees for the benefit of the employees and their 
dependents.


The Undertaking makes other payment directly towards pension plans for employees remunerated at 
branch level. Contributions towards these plans are recognised as an expense in the income statement 
as incurred. The Undertaking does not operate a defined benefit pension plan. 


D.3.8   Risk management 


Information on risks relating to underwriting and reserving, asset-liability management, investment risk 
management and liquidity risk management is set out in section C. 


D.3.9   Level of uncertainty associated with other liabilities 


Due to the short term nature of the other liabilities obligations, the timing of outflows of economic benefits 
is known with reasonable certainty. 


D.4   Alternative methods for valuation 
 
Information in relation to assets that are not valued using quoted prices is set out in Section D.1.5.4. 


D.5   Any other information 


All information has been disclosed in the preceding sections. 
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E   Capital management 


E.1   Own funds 


E.1.1   Capital Management Policy 


The strategic objectives of capital management for the Undertaking are:


• Regulatory compliance: to ensure compliance with the Undertaking's regulatory capital 
requirements; 


• Efficient allocation: to manage and allocate capital efficiently to achieve sustainable returns and 
facilitate growth objectives; and 


• Financial strength: to ensure access to capital markets on competitive terms, so that the 
Undertaking’s overall cost of capital is minimised.


Taken together, these strategic goals strengthen the Undertaking's ability to withstand losses from adverse 
business and market conditions, enhance its financial flexibility and serve the interests of stakeholders.


Roles and Responsibilities


• The Board has ultimate responsibility for ensuring adequacy of capital for the Undertaking. 
• The CEO is responsible for guiding strategy and overall corporate risk appetite and ensuring that 


the right people are overseeing each function involved in capital management.
• The CFO is responsible for overseeing capital reporting and financial functions, capital allocation, 


and to cascade the CEO’s strategy, including risk appetite, to all relevant financial divisions.  
• The CRO ensures the composition and level of the Undertaking's capitalisation supports the 


Undertaking's  Risk Strategy and Appetite. The CRO is responsible for the systems and structures 
in place to manage and monitor risks. 


• The Finance Function has management responsibility for understanding capital consequences 
of investment strategies and decisions and coordination with relevant Treasury and Finance 
personnel to ensure that the capital considerations of investment decisions are properly vetted.


• Both the Risk Management Function and Finance Function ensure that adequate reporting is in 
place and capital requirement policies are followed correctly. 


Capital Management Framework


The Board is ultimately responsible for the sourcing, deployment and adequacy of capital (i.e. assets 
held other than those designated to meet policyholder and other Undertaking liabilities) and places 
significant reliance on the advice of the CFO and CRO who bear specific professional duties in this regard.


The Undertaking's capital is monitored through the capital management process and within the 
Undertaking's stated risk appetite limits. Any breaches of these limits is escalated in accordance with 
and as defined by any relevant regulatory or internal policies.


The Undertaking's risk appetite recognises the regulatory minimum standard, as it applies to technical 
provisions, own funds and capital under Solvency II, and sets the target ongoing solvency level in order 
to enable the Undertaking to withstand the financial implications of adverse experience.


Risk appetite


The Undertaking has developed key risk appetite statements which apply on an ongoing basis. The Risk 
Management Function reviews the Undertaking's actual risk exposure against the overall stated risk 
appetite on a regular basis, at least quarterly.


The Risk Appetite and Strategy identifies the agreed target solvency level and range for the Undertaking. 
The appropriateness of the risk appetite is evaluated as part of the Undertaking's ORSA process each 
year and is subject to change over time.
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Where deviations from the defined risk appetite measures occur, the Risk Management Function provides 
the Board with its opinion of the intensity of the deviation, along with a report on actions taken to address 
the deviation. Following this, the Board determines the materiality of deviations from the defined Risk 
Appetite measures, and whether such deviations are to be communicated to the regulator in accordance 
with CBI requirements.  


Capital Planning and Dividend Policy


The Finance Function develops and maintains the medium term capital plan considering the business 
and risk strategies. 


The capital planning process takes into account the following:


• The most recent business plan;
• Material new business;
• Any known management actions that are expected to materially affect the capital position;
• The planned dividend payments and any scheduled capital increases; and
• The outcome of the most recent Solvency II calculations and ORSA results. 


Proposed dividends are considered by the Board on a case by case basis taking into account the output 
of the ORSA, including the expected capital position over a 12 month time horizon and the risks to that 
capital position, but in any case would not result in the Undertaking going below its overall target solvency 
level.  


Capital and Liquidity Management


The Finance Function has the responsibility of managing the excess of assets over liabilities, per 
established guidelines. Investment of such capital is subject to the portfolio objective of meeting operating 
cash flow needs and generating a modest return enhancement above risk-free levels by taking moderate 
duration exposure and limited credit risk. Investments will generally be selected to minimise currency 
exposure relative to the relevant base currency. 


Investment Guidelines are in place that govern the investment options for all assets owned by the 
Undertaking.
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E.1.2   Reconciliation of equity under IFRS to excess of assets over liabilities under 
Solvency II 


The Undertaking's excess of assets over liabilities (own funds) under Solvency II is different to the 
shareholders' equity in the financial statements prepared under IFRS. The table summarises the 
differences at 31 December 2017:


31-Dec-17 31-Dec-17
Section €'m €'m


Assets under IFRS valuation D.1 12,147
Liabilities under IFRS valuation D.3 (10,539)
Equity per the IFRS financial statements 1,608


·  Valuation differences on technical provisions (net) D.2 301
·  Write off of deferred acquisition costs D.1.1 (603)
·  Write off of intangible assets D.1.2 (10)
· Unearned commission asset and prepaid commission D.1.1 (69)
·  Net deferred tax D.1.3 (35)
·  Adjustment to Loans and Mortgages D.1.4 5
·  Economic value adjustment to properties D.1.4 11
·  Other adjustments (3)


(403)


Assets under Solvency II valuation D.1 11,381
Liabilities under Solvency II valuation D.3 (10,176)
Excess of assets over liabilities under Solvency II 1,205


Valuation differences occur due to different basis used for Solvency II reporting compared with IFRS. 
See the sections referenced above for details of the valuation differences.


E.1.3   Composition and quality of own funds 


The items reported in the own funds are split into three categories depending on different factors such
as quality, liquidity and timeline to availability when liabilities arise.


Tier one own funds include ordinary share capital, non-cumulative preference shares and relevant 
subordinated liabilities.  Tier two own funds include cumulative preference shares and subordinated 
liabilities under a shorter duration. Tier three own funds include own funds which do not satisfy the Tier 
one or Tier two requirements. 


Composition and quality of own funds


All of the Undertaking's own funds are categorised as Tier one (ordinary share capital and share premium 
related to ordinary share capital) for Solvency II purposes, with the exception of net deferred tax assets 
of €3m (2016: €3m), which are categorised as Tier three.
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E.1.4   Capital instruments in issue 


Instrument Ordinary share capital
Tier Tier One
Permanence Yes
Subordination Last upon winding
Redemption incentives None
Amount in Issue 4,379,124
Mandatory service costs None
Absence of encumbrance Yes


E.1.5   Movement in own funds 


31-Dec-17 31-Dec-16 Movement
€'m €'m €'m


Basic own funds
Tier One 1,202 1,340 (138)
Tier Two — — —
Tier Three 3 3 —
Total basic own 
funds 1,205 1,343 (138)


The Undertaking has no ancillary own funds. 


Own funds decreased by €138m from €1,343m to €1,205m. This is primarily due to:


• Dividend payment (-€222m);
• Technical provision movements as noted in section D.2.2:


 - Assumption changes (+€54m);
 - Modelling updates (-€38m);
 - Methodology changes (-€32m)


The balance of the movement (+€100m) is due to contributions from investment proceeds and unrealised 
gains, coupled with net cash flow generated by new business.
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E.1.6   Eligible amount of own funds to cover SCR and MCR 


31-Dec-17 31-Dec-16 Movement
€'m €'m €'m


Total own funds 1,205 1,343 (138)


Less:
   Restrictions — — —
   Deductions — — —


Total eligible own funds for SCR 1,205 1,343 (138)


SCR 813 781 32


Solvency Ratio 148% 172% (24)%


Total eligible own funds for MCR 1,202 1,340 (138)


MCR 309 318 (9)


The Undertaking has no restrictions on eligible own funds. 


Loss absorbency
The Undertaking's Tier One own funds are immediately available to absorb losses. They absorb losses 
if there is any non-compliance with the SCR. 


E.1.7   Reconciliation reserve - key elements 


Reserve item Amount
31-Dec-17


€'m
Excess of assets over liabilities 1,205
Own shares (included as assets on the balance sheet) —
Forseeable dividends, distributions and charges —
Other basic own funds items (1,220)
Adjustment for restricted own fund items of Matching Adjustment Portfolios 
(MAPs) and Ring Fenced Funds (RFFs) —
Reconciliation reserve before deduction for participations (15)


E.1.8   Transitional arrangements 


The Undertaking has not reported transitional arrangements. 


E.1.9   Ancillary own funds 


The Undertaking does not have ancillary own funds. 
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E.1.10   Restrictions and deductions from own funds 


The Undertaking has no restrictions or deductions from own funds. 


E.1.11   Own funds - RFFs 


The Undertaking does not have RFFs.


E.1.12   Own funds - Planning and management 


The Undertaking's capital projection does not include any repayment of its capital items over the current 
and projected planning horizon or any plan to raise additional own funds. 


E.1.13   Own funds - Forecast 


The Undertaking projects its capital requirements over the five year planning horizon used within the 
ORSA process. 
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E.2   Solvency Capital Requirement (SCR) and Minimum Capital Requirement 
(MCR) 


E.2.1   Approach to SCR and MCR 


Calibration of stresses
For the purpose of this section, the Undertaking has adopted the SF approach. This method uses stresses 
for each of the individual risks as calibrated by EIOPA. EIOPA also provides the standard correlation 
matrices for the purpose of aggregation.


Undertaking Specific Parameters (USPs) have not been used by the Undertaking.


Use of Matching Adjustments


This is not applicable to the Undertaking.


E.2.2   Overview of SCR SF calculation 


This section details the capital requirements for the Undertaking.


The assessment of the SCR using the SF approach is based on a modular approach consisting of a core 
of life; non-life; market; health and counterparty default risks with associated sub-modules. These are 
aggregated in the SF using correlation matrices, both at the sub-module and the main module level. An 
intangible asset module is then added (uncorrelated) to give the Basic Solvency Capital Requirement 
(BSCR). The operational risk component and adjustments for the risk absorbing effect of future profit 
sharing and deferred taxes are then allowed for, to give the overall SCR.


Hence, the SCR is calculated as follows:


SCR = BSCR - Adj + SCRop


Where


• SCR = The Overall Standard Formula Capital Charge;
• BSCR = Basic Solvency Capital Requirement;
• Adj = Adjustment for Risk Absorbing Effect of Future Profit Sharing and Deferred Taxes; and
• SCRop = The Capital Charge for Operational Risk.


Here, the “delta-Net Asset Value” ( NAV) approach is used for capturing the impact of the underlying risk 
module. Note that the expression NAV has a sign convention whereby positive values signify a loss.


In order to calculate NAV, the base scenario as well as the stressed assets and liabilities need to be 
calculated. The cashflows for each of these scenarios are then discounted to determine the corresponding 
present value of assets and liabilities. The difference between the base and the stressed assets and 
liabilities is the NAV.


The NAV is based on the Solvency II balance sheet that excludes the risk margin component of the 
technical provisions (i.e. uses only the best estimate liability component of the technical provisions). 
Furthermore when calculating NAV the following are allowed for:


• Risk Mitigation techniques
• Adverse changes in the option take-up behaviour of policyholders.
• For collective investment funds, a look through approach has been used to assess the risk 


applying to the underlying investment vehicle. Where a collective investment fund is not sufficiently 
transparent to allow for a reasonable best effort allocation, reference has been made to the 
investment mandate.
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The Undertaking has calculated the non-life risk SCR module for its existing business and its expected 
new business over the next year. Premium risk under the non-life insurance and non-SLT health insurance 
business are based on expected premiums for the next twelve months. The stress scenarios for 
underwriting risks in life insurance and SLT health insurance are instantaneous and do not allow for future 
new business.


E.2.3   SCR and MCR results 


SCR
The following table includes the SCR components: 


31-Dec-17 31-Dec-16
€'m €'m


SCR market risk 442 383
SCR health risk 66 84
SCR counterparty default risk 50 67
SCR life underwriting risk 548 513
Aggregation (diversification effect) (279) (279)
Basic SCR 827 768
Operational risk SCR 65 70
Adjustment for the loss absorbing capacity of 
future discretionary benefits (4) (2)
Adjustment for the loss absorbing capacity of 
deferred taxation (LACDT) (75) (55)
Diversified SCR, excluding capital add-on 813 781
Capital add-on — —
SCR 813 781


The figures above correspond to the sensitivities shown for each risk category in Section C, with additional 
allowance for diversification as per the Solvency II SF.
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SCR Movement in €'m 
2017


Item Amount €'m
Opening balance 781


Changes due to:


Scheduled management actions
CAT reinsurance (25)
Health CAT reinsurance (4)
Dividend payment (9)


Model or process updates
Methodology (3)
Other modelling updates 14
Assumption updates 14


Business and capital market movements 45


Closing balance 813


The SCR increased by €32m from €781m in 2016 to €813m in 2017. The key drivers of this change were 
the following:


CAT reinsurance
• Reinsurance treaties introduced for UK and France to decrease the CAT risk.


Dividend payment
• Payment of the €222m dividend released some spread risk and a capital charge in the 


counterparty default risk.


Methodology
• Centralising the premium inputs decreased the premium and reserve risk.


Other modelling updates
• Update to the calculation of equity risk on the liquidity funds.
• Reduction in counterparty default risk due to the reduction in receivables greater than 3 months. 
• Use of member level data rather than scheme level data for UK GIP business.


MCR


31-Dec-17 31-Dec-16
€'m €'m


MCR 309 318


There is a slight decrease in the MCR which is primarily driven by the decrease in technical provisions 
(net of reinsurance). The movement in technical provisions is discussed in section D.2.2. Note that neither 
the MCR cap nor floor was biting in either 2016 or 2017.
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Capital add-ons


The Undertaking is not currently subject to any capital add-on based on instructions from the supervisor.


E.2.4   Treatment of participating business 


The Undertaking does not have any lines of business with material discretionary benefits.


The EIB business does provide “participating” benefits linked to investment returns where such returns 
exceed the level guaranteed at issue, however these excess benefits are not subject to material discretion. 
The EIB portfolios are not treated as RFFs on the grounds that the technical provisions cover the entire 
expected future cost of benefits. Full account of changes in credited rates for EIB business is allowed for 
in the market stresses.


E.2.5   Risk mitigation techniques and future management actions 


Treatment of risk mitigation techniques


Risk mitigation techniques for the Undertaking relate principally to reinsurance evaluated within the 
technical provisions, in the SCR stresses, and in particular also in the Counterparty Default Risk module 
of the SCR, with due allowance for counterparty credit rating and loss-given-default.


Treatment of future management actions


The Undertaking has two approved future management actions:


• An expense reduction of 20% is allowed for under the 40% Mass Lapse SCR stress. The rationale 
being that were 40% of policyholders to lapse, the Undertaking would be able to reduce expenses 
by 20%. The assumption has been appropriately documented and approved by the Board. This 
action affects the SCR.


• Over 2017, a second and distinct action was approved by the Board in relation to the management 
of future overhead expenses on the significant UK unit-linked business following the Undertaking’s 
decision to close this to new business. The point of the action is to recognize that the overhead 
costs do not run off as quickly as the policies run off, hence to identify how management expects 
to reduce such overheads over the lifetime of the portfolio. This action affects the technical 
provisions with second order consequences for the SCR. 


E.3   Use of the duration-based equity risk sub-module in the calculation of the 
SCR 


This is not applicable to the Undertaking.


E.4   Differences between the SF and any internal model used 


This is not applicable to the Undertaking.


E.5   Non-compliance with the MCR and non-compliance with the SCR 


The Undertaking has had own funds in excess of both the SCR and MCR requirements over the reporting 
period. 


E.6   Any other information 


All information has been disclosed in the preceding sections.
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Glossary of terms 
Undertaking MetLife Europe d.a.c.
Board The Board of Directors of the Undertaking


Business Unit
The Undertaking's branches and any business conducted under
Freedom to Provide Services


Solvency II Directive
European Commission Directive 2009/138/EC on the taking-up and
pursuit of the business of Insurance and Reinsurance


ALM Asset Liability Management
BCP Business Continuity Plan
BEC Branch Executive Committee
BEL Best Estimate Liability
BRC Board Risk Committee
BSCR Basic Solvency Capital Requirement
CBI Central Bank of Ireland (the Irish Regulatory Authority)
CEO Chief Executive Officer
CF Controlled Function
CFO Chief Finance Officer
CPPI Constant Proportion Portfolio Insurance
CRM Compliance Risk Management
CRO Chief Risk Officer
DAC Deferred Acquisition Costs
d.a.c. Designated Activity Company
DR Disaster Recovery
EEA European Economic Area
EIB Excess Interest Benefit


EIOPA
European Insurance and Occupational Pensions Authority (the
European Regulatory Authority)


EMC Executive Management Committee
EPIFP Expected Profit included in Future Premiums
ERC Executive Risk Committee
ERSA Enterprise Risk Self Assessment
ESG Economic Scenario Generator
EU European Union
FOS Freedom of Service
GAAP Generally Accepted Accounting Principles
GIP Group Income Protection
HO Head Office
HR Human Resources
HRG Homogeneous Risk Group
IFRS International Financial Reporting Standards
IIA Institute of Internal Auditors
IT Information Technology
LACDT Loss Absorbing Capacity of Deferred Tax
LTI Long Term Incentive
MAP Matching Adjustment Portfolio
MCR Minimum Capital Requirement
NAV Net Asset Value
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NST National Specific Template
ORSA Own Risk and Solvency Assessment
PAD Provision for Adverse Deviations
PCF Pre-Approval Controlled Function
PMC Product Management Committee
QRT Quantitative Reporting Template
RACC Risk, Audit and Compliance Committee
RBNS Reported But Not Settled
RFF Ring Fenced Fund
RSR Regular Supervisory Report
SCR Solvency Capital Requirement
SF Solvency II Standard Formula
SFCR Solvency and Financial Condition Report
SLT Similar to Life Techniques
TCF Treating Customers Fairly
UA Un-modelled Adjustments
UCA Unearned Commission Asset
UK United Kingdom
USA United States of America
USPs Undertaking Specific Parameters
VA Variable Annuity
WCE Western and Central Europe
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Appendix 
Public QRTs
The attached document contains the Undertaking's Public QRT's 
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Solvency II



C0010



Assets



Intangible assets R0030 0



Deferred tax assets R0040 3,043,842



Pension benefit surplus R0050 0



Property, plant and equipment held for own use R0060 26,458,935



Investments (other than assets held for index-linked and unit-linked contracts) R0070 3,444,885,222



Property (other than for own use) R0080 630,697



Holdings in related undertakings, including participations R0090 1,509,014



Equities R0100 33,543



Equities - listed R0110 0



Equities - unlisted R0120 33,543



Bonds R0130 3,205,411,696



Government Bonds R0140 1,514,203,521



Corporate Bonds R0150 1,686,337,596



Structured Notes R0160 4,870,578



Collateralised Securities R0170 0



Collective Investments Undertakings R0180 116,508,923



Derivatives R0190 111,824,705



Deposits other than cash equivalents R0200 8,966,644



Other investments R0210 -0



Assets held for index-linked and unit-linked contracts R0220 7,074,526,210



Loans and mortgages R0230 168,155,944



Loans on policies R0240 22,174,314



Loans and mortgages to individuals R0250 21,870



Other loans and mortgages R0260 145,959,759



Reinsurance recoverables R0270 207,819,777



Non-life and health similar to non-life R0280 7,535,661



Non-Life excluding Health R0290 0



Health similar to Non-Life R0300 7,535,661



Life and health similar to life, excluding health, index-linked and unit-linked R0310 200,318,287



Health similar to Life R0320 10,261,887



Life excluding Health and index-linked and unit-linked R0330 190,056,400



Life index-linked and unit-linked R0340 -34,171



Deposits to cedants R0350 0



Insurance and intermediaries receivables R0360 82,638,968



Reinsurance receivables R0370 15,567,261



Receivables (trade, not insurance) R0380 159,685,942



Own Shares R0390 0



Amounts due in respect of own funds or initial fund called up but not paid in R0400 0



Cash and cash equivalents R0410 198,383,194



MetLife Europe d.a.c. 
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Balance sheet 



Any other assets, not elsewhere shown



Total Assets
R0420 0



R0500 11,381,165,296
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Solvency II



C0010



Liabilities



Technical Provisions - Non-life R0510 84,082,248



Technical Provisions - Non-Life (excluding Health) R0520 0



TP calculated as a whole R0530 0



Best Estimate R0540 0



Risk Margin R0550 0



Technical Provisions - Health (similar to Non-Life) R0560 84,082,248



TP calculated as a whole R0570 0



Best Estimate R0580 67,957,296



Risk Margin R0590 16,124,952



Technical provisions - Life (excluding index-linked and unit-linked) R0600 2,590,152,009



Technical Provisions - Health (similar to Life) R0610 77,158,046



TP calculated as a whole R0620 0



Best Estimate R0630 67,525,001



Risk Margin R0640 9,633,045



Technical Provisions - Life (excl Health, index linked and unit-linked) R0650 2,512,993,963



TP calculated as a whole R0660 0



Best Estimate R0670 2,325,383,509



Risk Margin R0680 187,610,454



Technical provisions - index-linked and unit-linked R0690 6,821,375,007



TP calculated as a whole R0700 0



Best Estimate R0710 6,751,797,061



Risk Margin R0720 69,577,946



Contingent liabilities R0740 0



Provisions other than technical provisions R0750 17,132,583



Pension benefit obligations R0760 0



Deposits from reinsurers R0770 44,649,178



Deferred tax liabilities R0780  138,462,107 



Derivatives R0790 52,278,745



Debts owed to credit institutions R0800 18,273,860



Financial liabilities other than debts owed to credit institutions R0810 0



Insurance and intermediaries payable R0820 172,338,403



Reinsurance payables R0830 43,123,315



Payables (trade, not insurance) R0840 194,202,234



Subordinated liabilities R0850 0



Subordinated liabilities not in BOF R0860 0



Subordinated liabilities in BOF R0870 0



Any other liabilities not elsewhere shown R0880 -0



Total Liabilities R0900  10,176,069,689 



Excess of assets over liabilities R1000  1,205,095,607 
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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



Legal 
expenses 
insurance



Assistance Miscellaneous 
financial loss



 C0010  C0020  C0030  C0040  C0050  C0060  C0070  C0080  C0090  C0100  C0110  C0120
Premiums written
Gross - Direct business R0110 30,707,185 33,843,498 1,198,322 0 0 0 0 0 0 0 -0 1
Gross - Proportional reinsurance accepted R0120 309,661 0 0 0 0 0 0 0 0 0 0 0
Gross - Non-proportional reinsurance accepted R0130 0 0 0 0 0 0 0 0 0 0 0 0
Reinsurer's share R0140 2,755,912 812,250 1,156,903 0 0 0 0 0 0 0 0 0
Net R0200 28,260,934 33,031,248 41,419 0 0 0 0 0 0 0 -0 1
Premiums earned
Gross - Direct business R0210 28,530,340 33,868,621 1,198,322 0 0 0 0 0 0 0 -0 1
Gross - Proportional reinsurance accepted R0220 309,661 0 0 0 0 0 0 0 0 0 0 0
Gross - Non-proportional reinsurance accepted R0230 0 0 0 0 0 0 0 0 0 0 0 0
Reinsurer's share R0240 2,807,671 812,250 1,156,903 0 0 0 0 0 0 0 0 0
Net R0300 26,032,330 33,056,371 41,419 0 0 0 0 0 0 0 -0 1
Claims incurred
Gross - Direct business R0310 15,989,636 13,024,805 803,870 0 0 0 0 0 0 0 0 -0
Gross - Proportional reinsurance accepted R0320 150,381 78,675 0 0 0 0 0 0 0 0 0 0



Gross - Non-proportional reinsurance accepted R0330 0 0 0 0 0 0 0 0 0 0 0 0
Reinsurer's share R0340 1,376,416 465,810 596,410 0 0 0 0 0 0 0 0 0
Net R0400 14,763,603 12,637,670 207,459 0 0 0 0 0 0 0 0 -0
Changes in other technical provisions
Gross - Direct business R0410 289,566 -824,880 -50,647 0 0 0 0 0 0 0 0 0
Gross - Proportional reinsurance accepted R0420 0 0 0 0 0 0 0 0 0 0 0 0
Gross - Non-proportional reinsurance accepted R0430 0 0 0 0 0 0 0 0 0 0 0 0
Reinsurer's share R0440 4,833 706 -3,566 0 0 0 0 0 0 0 0 0
Net R0500 284,733 -825,586 -47,080 0 0 0 0 0 0 0 0 0
Expenses incurred R0550 5,650,067 12,702,219 36,194 0 0 0 0 0 0 0 -0 0
Other expenses R1200
Total expenses R1300



Line of Business for Non-Life obligations
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Non-proportional health 
reinsurance



Non-proportional 
casualty 



reinsurance



Non-proportional 
marine, aviation and 



transport reinsurance



Non-proportional 
property 



reinsurance



 C0130  C0140  C0150  C0160  C0200



65,749,005
309,661



0 0 0 0 0
0 0 0 0 4,725,065
0 0 0 0 61,333,601



63,597,282
309,661



0 0 0 0 0
0 0 0 0 4,776,824
0 0 0 0 59,130,121



29,818,310
229,056



0 0 0 0 0
0 0 0 0 2,438,636
0 0 0 0 27,608,732



-585,961
0



0 0 0 0 0
0 0 0 0 1,972
0 0 0 0 -587,933
0 0 0 0 18,388,479



-0
18,388,479



Non-Life insurance



Line of Business for accepted non-proportional reinsurance
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Premiums, claims and expenses by Line of Business 



R0110



R0120
R0130
R0140
R0200



R0210
R0220
R0230
R0240
R0300



R0310



Premiums written
Gross - Direct business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurer's share
Net
Premiums earned
Gross - Direct business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurer's share
Net
Claims incurred
Gross - Direct business
Gross - Proportional reinsurance accepted R0320



R0330



R0340
R0400



R0410
R0420
R0430
R0440
R0500
R0550
R1200



Gross - Non-proportional reinsurance accepted
Reinsurer's share
Net
Changes in other technical provisions
Gross - Direct business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurer's share
Net
Expenses incurred
Other expenses
Total expenses R1300
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Health insurance Insurance with 
profit participation



Index-linked and unit-
linked insurance



Other life 
insurance



Annuities
stemming 



from non-Life 
insurance 
contracts 
related to 



health



Annuities 
stemming from 



non-life 
insurance 



contracts other 
than health



Health reinsurance Accepted 
reinsurance



 C0210  C0220  C0230  C0240  C0250  C0260  C0270  C0280  C0300
Premiums written
Gross R1410 199,101,307 119,659,705 547,454,962 595,381,702 0 0 5,910,240 18,579,001 1,486,086,917
Reinsurer's share R1420 16,133,500 1,935,506 62,656,207 169,025,474 0 0 0 0 249,750,686
Net R1500 182,967,807 117,724,199 484,798,755 426,356,228 0 0 5,910,240 18,579,001 1,236,336,230
Premiums earned



Gross R1510 195,722,897 119,646,622 547,454,962 545,851,755 0 0 5,910,240 18,579,001 1,433,165,476
Reinsurer's share R1520 16,143,182 1,960,612 62,656,207 143,304,529 0 0 0 0 224,064,531
Net R1600 179,579,715 117,686,010 484,798,755 402,547,226 0 0 5,910,240 18,579,001 1,209,100,945
Claims incurred
Gross R1610 48,773,824 220,243,034 893,281,032 313,279,520 0 0 1,100,021 1,274,566 1,477,951,996
Reinsurer's share R1620 1,622,040 481,959 172,155 48,063,873 0 0 0 0 50,340,028
Net R1700 47,151,784 219,761,074 893,108,877 265,215,647 0 0 1,100,021 1,274,566 1,427,611,966
Changes in other technical provisions
Gross R1710 -2,440,053 58,762,470 -476,055,800 78,983,377 0 0 0 0 -340,750,006
Reinsurer's share R1720 37,734 4,548,843 0 -5,053,191 0 0 0 0 -466,614
Net R1800 -2,477,788 54,213,627 -476,055,800 84,036,567 0 0 0 0 -340,283,393
Expenses incurred R1900 84,915,586 25,752,584 101,226,941 235,325,269 0 0 4,555,106 11,812,348 463,587,834
Other expenses R2500
Total expenses R2600



464,688,480



Line of Business for Life obligations  of Business for Life reinsurance obliga



Life insurance
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1,100,647
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Premiums, claims and expenses by country 



Home country Top 5 countries (by amount of gross premiums written) - non-life obligations
Total Top 5 and home 



country
 C0010  C0020  C0030  C0040  C0050  C0070



R0010  IE SK CY IT CZ
 C0080  C0090  C0100  C0110  C0120  C0140



Premiums written



Gross - Direct business



R0110



0.00 20,933,895.13 17,822,302.86 12,500,266.04 11,930,026.16 63,186,490.19
Gross - Proportional reinsurance accepted R0120 28,858.78 0.00 280,803.06 0.00 0.00 309,661.84
Gross - Non-proportional reinsurance accepted R0130 0.00 0.00 0.00 0.00 0.00 0.00
Reinsurer's share R0140 0.00 465,649.26 27,680.09 3,196,297.19 373,643.77 4,063,270.31
Net R0200 28,858.78 20,468,245.87 18,075,425.83 9,303,968.85 11,556,382.39 59,432,881.72
Premiums earned
Gross - Direct business R0210 0.00 20,933,895.13 17,702,849.79 12,574,847.78 11,955,149.31 63,166,742.01
Gross - Proportional reinsurance accepted R0220 28,858.78 0.00 280,803.06 0.00 0.00 309,661.84
Gross - Non-proportional reinsurance accepted R0230 0.00 0.00 0.00 0.00 0.00 0.00
Reinsurer's share R0240 0.00 465,649.26 21,963.92 3,255,293.65 373,643.77 4,116,550.60
Net R0300 28,858.78 20,468,245.87 17,961,688.93 9,319,554.13 11,581,505.54 59,359,853.25
Claims incurred
Gross - Direct business R0310 0.00 4,264,954.31 13,540,878.26 2,135,702.52 8,330,688.31 28,272,223.40
Gross - Proportional reinsurance accepted R0320 -3,246.05 0.00 153,627.26 0.00 78,674.80 229,056.01
Gross - Non-proportional reinsurance accepted R0330 0.00 0.00 0.00 0.00 0.00 0.00
Reinsurer's share R0340 0.00 141,399.54 91,327.94 1,680,242.36 324,303.02 2,237,272.86
Net R0400 -3,246.05 4,123,554.77 13,603,177.58 455,460.16 8,085,060.09 26,264,006.55
Changes in other technical provisions
Gross - Direct business R0410 0.00 0.00 0.00 -37,030.32 -824,879.89 -861,910.21
Gross - Proportional reinsurance accepted R0420 0.00 0.00 0.00 0.00 0.00 0.00
Gross - Non-proportional reinsurance accepted R0430 0.00 0.00 0.00 0.00 0.00 0.00
Reinsurer's share R0440 0.00 -1,558.18 0.00 1,266.02 2,264.23 1,972.07
Net R0500 0.00 1,558.18 0.00 -38,296.34 -827,144.12 -863,882.28
Expenses incurred R0550 3,812.56 8,852,396.92 1,881,350.76 3,853,974.33 5,740,560.42 20,332,094.99
Other expenses R1200 0.00
Total expenses R1300 3,812.56 8,852,396.92 1,881,350.76 3,853,974.33 5,740,560.42 20,332,094.99
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Premiums, claims and expenses by country 



Home country Top 5 countries (by amount of gross premiums written) - life obligations Total Top 5 and home 
country



 C0150  C0160  C0170  C0180  C0190  C0200  C0210
R1400  IE GB IT FR ES SK



 C0220  C0230  C0240  C0250  C0260  C0270  C0280



Premiums written



Gross



R1410



13,689,383.06 600,520,243.25 210,208,652.22 180,113,803.81 106,177,390.61 86,935,372.53 1,197,644,845.48
Reinsurer's share R1420 5,579,217.91 88,164,907.37 111,924,967.85 12,402,559.37 17,524,789.98 479,312.44 236,075,754.92
Net R1500 8,110,165.15 512,355,335.88 98,283,684.37 167,711,244.44 88,652,600.63 86,456,060.09 961,569,090.56
Premiums earned
Gross R1510 14,790,130.17 590,231,546.13 167,255,295.03 180,120,727.89 105,587,183.55 87,416,038.53 1,145,400,921.30
Reinsurer's share R1520 5,578,858.15 86,502,566.49 88,372,825.90 12,402,559.37 16,998,546.34 479,312.44 210,334,668.69
Net R1600 9,211,272.02 503,728,979.64 78,882,469.13 167,718,168.52 88,588,637.21 86,936,726.09 935,066,252.61
Claims incurred
Gross R1610 53,117,504.94 924,088,530.86 68,668,652.80 56,772,545.82 38,530,106.11 113,052,595.59 1,254,229,936.12
Reinsurer's share R1620 76,343.37 14,907,692.27 28,137,771.62 1,564,771.81 1,550,110.40 162,795.62 46,399,485.09
Net R1700 53,041,161.57 909,180,838.59 40,530,881.18 55,207,774.01 36,979,995.71 112,889,799.97 1,207,830,451.03
Changes in other technical provisions
Gross R1710 -24,326,628.21 -315,849,921.78 -5,583,771.27 -6,984,856.78 630,358.82 34,097,184.07 -318,017,635.15
Reinsurer's share R1720 0.00 427,808.20 -1,428,672.43 771,961.35 -16,839.91 38,576.89 -207,165.90
Net R1800 -24,326,628.21 -316,277,729.98 -4,155,098.84 -7,756,818.13 647,198.73 34,058,607.18 -317,810,469.25
Expenses incurred R1900 34,232,059.72 97,272,679.39 47,798,261.60 91,878,420.78 56,731,187.45 26,460,788.96 354,373,397.90
Other expenses R2500 1,013,332.35
Total expenses R2600 355,386,730.25
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Index-linked and unit-linked 
insurance without options and 



guarantees



Index-linked and unit-linked 
insurance with options and 



guarantees



Other insurance without 
options and guarantees



Other insurance with options and 
guarantees



C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0150



Life and Health SLT Technical Provisions



Technical Provisions calculated as a whole R0010 0 0 0 0 0 0
Total Recoverables from reinsurance/SPV and Finite Re after adjus R0020 0 0 0 0 0 0



Technical provisions calculated as a sum of BE and RM



Gross Best Estimate R0030 1,801,506,771 275,332,723 6,476,464,338 155,988,094 367,022,441 0 866,203 9,077,180,570
Total Recoverables from reinsurance/SPV and Finite Re after adjus R0080 -409,112 7,727 -41,898 51,327,085 139,138,427 0 0 190,022,229
Best estimate minus recoverables from reinsurance/SPV and Finite R0090 1,801,915,883 275,324,996 6,476,506,236 104,661,009 227,884,014 0 866,203 8,887,158,340



Risk Margin R0100 36,225,753 69,577,946 151,384,701 0 0 257,188,400



Amount of the transitional on Technical Provisions



Technical Provisions calculated as a whole R0110 0 0 0 0 0 0
Best Estimate R0120 0 0 0 0 0 0 0 0
Risk Margin R0130 0 0 0 0 0 0
Technical Provisions - total R0200 1,837,732,524 6,821,375,007 674,395,236 0 866,203 9,334,368,970



Health insurance without options 
and guarantees



Health insurance with options and 
guarantees



C0160 C0170 C0180 C0190 C0200 C0210



Technical Provisions calculated as a whole R0010 0 0 0 0
Total Recoverables from reinsurance/SPV and Finite Re after adjus R0020 0 0 0 0



Technical provisions calculated as a sum of BE and RM



Gross Best Estimate R0030 55,611,579 4,584,336 0 7,329,090 67,525,006
Total Recoverables from reinsurance/SPV and Finite Re after adjus R0080 10,785,503 -481,005 0 -42,612 10,261,887



Best estimate minus recoverables from reinsurance/SPV and Finite R0090 44,826,076 5,065,341 0 7,371,702 57,263,119



Risk Margin R0100 9,632,898 0 147 9,633,045



Amount of the transitional on Technical Provisions



Technical Provisions calculated as a whole R0110 0 0 0 0
Best Estimate R0120 0 0 0 0 0
Risk Margin R0130 0 0 0 0



Technical Provisions - total R0200 69,828,813 0 7,329,238 77,158,051



Health insurance total Annuities stemming from 
non-Life insurance 
contracts related to 



health



Health reinsurance Total Health (similar to Life)



Insurance with profit 
participation



Index-linked and unit-linked insurance Other life insurance Annuities 
stemming from 



non-life 
insurance 



contracts other 
than health



Accepted life 
reinsurance



Total (Life other than 
health insurance, incl. 



Unit-Linked)



MetLife Europe d.a.c. 



  S.12.01.02 



Life and Health SLT Technical Provisions 
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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



Legal 
expenses 
insurance



Assistance
Miscellaneous 
financial loss



Non-proportional 
health reinsurance



Non-proportional 
casualty reinsurance



Non-proportional marine, 
aviation and transport 



reinsurance



Non-proportional 
property reinsurance



C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110 C0120 C0130 C0140 C0150 C0160 C0170 C0180
Technical Provisions calculated as a whole R0010 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total recoverables from reinsurance/SPV and Finite Re after adjustment R0050 0 0 0 0 0 0 0 0 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 5,704,053 49,608,429 -349,673 0 0 0 0 0 0 0 0 0 0 0 0 0 54,962,808
Total recoverables from reinsurance/SPV and Finite Re after adjustment R0140 4,645,946 15,814 220,531 0 0 0 0 0 0 0 0 0 0 0 0 0 4,882,291
Net best estimate of premium provisions R0150 1,058,107 49,592,615 -570,204 0 0 0 0 0 0 0 0 0 0 0 0 0 50,080,517



Claims Provisions
Gross - Total R0160 4,044,057 8,256,170 694,260 0 0 0 0 0 0 0 0 0 0 0 0 0 12,994,487
Total recoverables from reinsurance/SPV and Finite Re after adjustment R0240 1,969,651 172,840 510,879 0 0 0 0 0 0 0 0 0 0 0 0 0 2,653,370
Net best estimate of claim provisions R0250 2,074,406 8,083,330 183,382 0 0 0 0 0 0 0 0 0 0 0 0 0 10,341,117



Total Best Estimate - Gross R0260 9,748,110 57,864,598 344,587 0 0 0 0 0 0 0 0 0 0 0 0 0 67,957,296
Total Best Estimate - Net R0270 3,132,513 57,675,944 -386,823 0 0 0 0 0 0 0 0 0 0 0 0 0 60,421,634



Risk Margin R0280 559,587 15,269,565 295,800 0 0 0 0 0 0 0 0 0 0 0 0 0 16,124,952



Amount of the transitional on Technical Provisions
Technical Provisions calculated as a whole R0290 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Best Estimate R0300 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Risk Margin R0310 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Technical Provisions - total
Technical Provisions - total R0320 10,307,698 73,134,163 640,387 0 0 0 0 0 0 0 0 0 0 0 0 0 84,082,248
Total recoverables from reinsurance/SPV and Finite Re after adjustment R0330 6,615,597 188,654 731,410 0 0 0 0 0 0 0 0 0 0 0 0 0 7,535,661
Technical provisions minus recoverables from reinsurance/SPV and Finite Re R0340 3,692,100 72,945,509 -91,022 0 0 0 0 0 0 0 0 0 0 0 0 0 76,546,587



Direct business and accepted proportional reinsurance Accepted non-proportional reinsurance



Non-Life insurance



MetLife Europe d.a.c. 



 S.17.01.02 



Non-Life Technical Provisions 
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Z0020



0 1 2 3 4 5 6 7 8 9 10 & + In Current year Sum of years



C0010 C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110 C0170 C0180



Prior R0100 10,840 10,840 10,840



N - 9 R0160 5,384,788 6,470,747 1,177,475 684,046 94,910 71,232 37,680 1,037 1,181 4,478 4,478 13,927,573



N - 8 R0170 8,340,035 5,144,166 1,248,936 341,280 206,274 114,577 7,048 5,141 2,689 2,689 15,410,145



N - 7 R0180 8,395,889 6,649,705 1,356,532 511,725 96,828 24,267 34,331 13,272 13,272 17,082,549



N - 6 R0190 9,929,932 7,423,850 1,340,870 402,828 158,763 27,218 17,616 17,616 19,301,077



N - 5 R0200 9,412,935 6,306,611 1,232,474 442,958 339,817 20,160 20,160 17,754,956



N - 4 R0210 10,139,299 6,001,965 1,292,042 399,166 140,762 140,762 17,973,234



N - 3 R0220 12,343,472 6,030,104 1,366,821 348,691 348,691 20,089,088



N - 2 R0230 14,913,821 7,807,803 1,587,719 1,587,719 24,309,343



N - 1 R0240 16,077,425 7,802,844 7,802,844 23,880,269



N R0250 16,375,244 16,375,244 16,375,244



Total R0260 26,324,316 186,114,318



Accident year / Underwriting year Accident year



Gross Claims Paid (non-cumulative)
Development year



MetLife Europe d.a.c. 



 S.19.01.21 



Non-life Insurance Claims Information  
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Z0020



0 1 2 3 4 5 6 7 8 9 10 & + Year end (discounted data)



C0200 C0210 C0220 C0230 C0240 C0250 C0260 C0270 C0280 C0290 C0300 C0360



Prior R0300 1,255,044 1,255,044



N - 9 R0360 0 0 0 0 0 0 0 0 1,267 286,965 286,965



N - 8 R0370 0 0 0 0 0 0 0 3,693 299,428 299,428



N - 7 R0380 0 0 0 0 0 0 2,391 292,017 292,017



N - 6 R0390 0 0 0 0 0 24,423 279,673 279,673



N - 5 R0400 0 0 0 0 105,477 348,151 348,151



N - 4 R0410 0 0 0 108,915 318,875 318,875



N - 3 R0420 0 0 314,326 398,724 398,724



N - 2 R0430 0 1,831,175 518,558 518,558



N - 1 R0440 5,939,994 1,649,608 1,649,608



N R0450 7,347,443 7,347,443



Total R0460 12,994,486



Gross Undiscounted Best Estimate Claims Provisions
Development year



Accident year / Underwriting year Accident year



MetLife Europe d.a.c.   S.19.01.01 1 of  1 MetLife Europe d.a.c.   S.19.01.01 1 of  1 
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Non-life Insurance Claims Information  
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MetLife Europe d.a.c.



 S.23.01.01



Own Funds



Total Tier 1 - unrestricted Tier 1 - restricted Tier 2 Tier 3



C0010 C0020 C0030 C0040 C0050
Basic Own Funds



Ordinary share capital (gross of own shares) R0010 4,379,124 4,379,124 - 



Share premium related to ordinary share capital R0030 1,212,974,699 1,212,974,699 - 



Initial funds, members' contributions R0040 - - - 



Subordinated mutual member accounts R0050 - - - - 



Surplus funds R0070 - - 



Preference shares R0090 - - - - 



Share premium related to preference shares R0110 - - - - 



Reconciliation reserve before deduction for participations R0130 -15,302,058 -15,302,058



Subordinated liabilities R0140 - - - - 



An amount equal to the value of net deferred tax assets R0160 3,043,842 3,043,842



Other items approved by supervisory authority as basic own funds - Group R0180 - - - - - 



Own funds not represented by the reconciliation reserve R0220 - 
Deductions not included in the reconciliation reserve



Deductions for participations in financial and credit institutions R0230 - - - - 



Total basic own funds after adjustments R0290 1,205,095,607 1,202,051,765 - - 3,043,842



Ancillary Own Funds



Unpaid and uncalled ordinary share capital R0300 - - 



Unpaid and uncalled initial funds R0310 - - 



Unpaid and uncalled preference share capital R0320 - - - 



Commitment to subscribe and pay for subordinated liabilities R0330 - - - 



Letters of credit and guarantees under Article 96(2) R0340 - - 



Letters of credit and guarantees other than under Article 96(2) R0350 - - - 



Supplementary members calls under Article 96(3) R0360 - - 



Supplementary members calls other than under Article 96(3) R0370 - - - 



Other ancillary own funds R0390 - - - 



Total ancillary own funds R0400 - - - 
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 S.23.01.01



Own Funds



Total Tier 1 - unrestricted Tier 1 - restricted Tier 2 Tier 3



C0010 C0020 C0030 C0040 C0050



Available and eligible own funds



Total available own funds to meet the SCR R0500 1,205,095,607 1,202,051,765 - - 3,043,842



Total available own funds to meet the MCR R0510 1,202,051,765 1,202,051,765 - - 



Total eligible own funds to meet the SCR R0540 1,205,095,607 1,202,051,765 - - 3,043,842



Total eligible own funds to meet the MCR R0550 1,202,051,765 1,202,051,765 - - 



Solvency Capital Requirement R0580 812,529,362



Minimum Capital Requirement R0600 309,154,613



Ratio of Eligible own funds to SCR R0620 1.4831



Ratio of Eligible own funds to MCR R0640 3.8882



Reconciliation reserve C0060



Excess of assets over liabilities R0700 1,205,095,607



Own shares (held directly and indirectly) R0710 - 



Forseeable dividends, distributions and charges R0720 - 



Other basic own funds items R0730 1,220,397,665



Adjustment for restricted own fund items of MAPs and RFFs R0740 - 



Reconciliation reserve before deduction for participations R0760 -15,302,058



Expected profits



Expected profits included in future premiums (EPIFP) - Life business R0770 666,226,383



Expected profits included in future premiums (EPIFP) - Non-Life business R0780 4,368,237



Total Expected profits included in future premiums (EPIFP) R0790 670,594,620
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Gross solvency capital requirement USP Simplifications



C0040 C0090 C0010
Market risk R0010 442,105,591
Counterparty default risk R0020 49,544,772
Life underwriting risk R0030 547,715,814 None None
Health underwriting risk R0040 65,652,172 None None
Non-life underwriting risk R0050 36,952 None None
Diversification R0060 -279,260,210
Intangible asset risk R0070 0
Basic Solvency Capital Requirement R0100 825,795,091



Calculation of Solvency Capital Requirement C0100
Operational risk R0130 65,235,562
Loss-absorbing capacity of technical provisions R0140 -3,593,496
Loss absorbing capacity of deferred taxes R0150 -74,907,795
Capital requirement in accordance with Art 4 of Directive 2003/41/EC R0160 0
Solvency capital requirement excluding capital add-on R0200 812,529,362
Capital add-ons already set R0210 0
Solvency capital requirement R0220 812,529,362
Other information on SCR
Capital requirement for duration-based equity risk sub-module R0400 0
Notional Solvency Capital Requirements for remaining part R0410 0
Notional Solvency Capital Requirement for ring fenced funds R0420 0
Notional Solvency Capital Requirements for matching adjustment portfolios R0430 0
Diversification effects due to RFF nSCR aggregation for article 304 R0440 0



MetLife Europe d.a.c. 



  S.25.01.21 



Solvency Capital Requirement - for undertakings on Standard Formula 
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 S.28.02.01



Minimum Capital Requirement



MCR Components Background Information



Non-Life activities Life activities Non-Life activities Life activities



MCR (NL, NL) Result MCR (NL, L) Result



C0010 C0020



Linear formula component for non-life insurance and reinsurance 
obligations



R0010 11,886,613 - 



Net (of reinsurance/
SPV) best estimate 
and TP calculated 



as a whole



Net (of reinsurance)
written premiums in
the last 12 months



Net (of reinsurance/
SPV) best estimate 
and TP calculated 



as a whole



Net (of reinsurance)
written premiums in
the last 12 months



C0030 C0040 C0050 C0060



Medical expense insurance and proportional reinsurance R0020 3,145,520 28,233,151 - - 



Income Protection insurance and proportional reinsurance R0030 57,675,988 33,474,830 - - 



Workers' compensation insurance and proportional reinsurance R0040 - 41,419 - - 



Motor vehicle liability insurance and proportional reinsurance R0050 - - - - 



Other motor insurance and proportional reinsurance R0060 - - - - 



Marine, aviation and transport insurance and proportional reinsurance R0070 - - - - 



Fire and other damage to property insurance and proportional reinsurance R0080 - - - - 



General liability insurance and proportional reinsurance R0090 - - - - 



Credit and Suretyship insurance and proportional reinsurance R0100 - - - - 



Legal expenses insurance and proportional reinsurance R0110 - - - - 



Assistance and proportional reinsurance R0120 - 91,697 - - 



Miscellaneous financial loss insurance and proportional reinsurance R0130 - - - - 



Non-proportional Health reinsurance R0140 - - - - 



Non-proportional casualty reinsurance R0150 - - - - 



Non-proportional marine, aviation and transport reinsurance R0160 - - - - 



Non-proportional property reinsurance R0170 - - - - 
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Minimum Capital Requirement



Non-Life activities Life activities Non-Life activities Life activities



C0070 C0080



Linear formula component for life insurance and reinsurance obligations R0200 - 297,268,000



Net (of reinsurance/
SPV) best estimate 
and TP calculated 



as a whole



Net (of 
reinsurance/SPV) total 



capital at risk



Net (of reinsurance/
SPV) best estimate 
and TP calculated 



as a whole



Net (of 
reinsurance/SPV) 
total capital at risk



C0090 C0100 C0110 C0120



Obligations with profit participation - guaranteed benefits R0210 - 1,755,237,606



Obligations with profit participation - future discretionary benefits R0220 - 46,678,272



Index-linked and unit-linked insurance obligations R0230 - 6,751,831,203



Other life (re)insurance and health (re)insurance obligations R0240 - 390,661,331



Total capital at risk for all life (re)insurance obligations R0250 - 256,121,103,278



Overall MCR calculation C0130



Linear MCR R0300 309,154,613 297,268,000



SCR R0310 812,529,362 781,288,611



MCR cap R0320 365,638,213 351,579,875



MCR floor R0330 203,132,341 195,322,153



Combined MCR R0340 309,154,613 297,268,000



Absolute floor of the MCR R0350 6,200,000 3,700,000



Minimum Capital Requirement R0400 309,154,613 297,268,000



Notional non-life and life MCR calculation Non-Life activities Life activities
C0140 C0150



Notional linear MCR R0500 11,886,613 297,268,000



Notional SCR excluding add-on R0510 31,240,751 781,288,611



Notional MCR cap R0520 14,058,338 351,579,875



Notional MCR floor R0530 7,810,188 195,322,153



Notional Combined MCR R0540 11,886,613 297,268,000



Absolute floor of the notional MCR R0550 2,500,000 3,700,000



Notional MCR R0560 11,886,613 297,268,000
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Executive summary 


Background
MetLife Europe Insurance d.a.c. (the Undertaking) is an Irish incorporated entity domiciled in Ireland and 
is  authorised by the Central Bank of Ireland (CBI) to transact non-life assurance business in Classes 1, 
2, 8, 9, 16 and 18 under the European Union (EU) (Insurance and Reinsurance) Regulations 2015 (S.I. 
No 485 of 2015). 


The Undertaking’s immediate parent company is MetLife EU Holding Company Limited (MetLife EU) and 
its ultimate parent company is MetLife Inc., a company domiciled in the United States of America (USA).


The Undertaking has branches in Italy, Spain, Portugal, France, Slovakia, Czech Republic and Romania. 
The Undertaking also operates via Freedom of Service (FOS) in Germany, Austria, Greece, Poland and 
the United Kingdom (UK). The Undertaking reinsures business from Russia.
 
The Undertaking is focused on the provision of involuntary loss of employment (ILOE) cover, mobile 
phone insurance (MPI) and travel insurance, as an add-on to MetLife Europe d.a.c.'s core life insurance
offerings. The Undertaking does not sell independently outside its strategic role to support MetLife Europe
d.a.c. MetLife Europe d.a.c. is an Irish incorporated entity authorised to write primarily life insurance 
business in Europe.


The Undertaking is required to submit the 2017 Solvency and Financial Condition Report (SFCR) to the 
Central Bank of Ireland (CBI) as part of the 2017 annual Solvency II returns. The SFCR is prepared 
pursuant to the Commission Delegated Regulation (EU) 2015/35 (The Delegated Acts) and the European 
Insurance and Occupational Pensions Authority (EIOPA) Final Report on Public Consultation No. 14/047. 
The Delegated Acts supplement Directive 2009/138/EC as implemented in Ireland by the EU (Insurance 
and Reinsurance) Regulations 2015. 


The SFCR is an annual public document and is available on the Undertaking's website.


Content
The following summarises the information included in the SFCR by section and notes any material changes 
during the year.  


A - Business and Performance


Significant business events
The Board reviewed its strategy in 2016, in line with a strategic refresh carried out by the ultimate parent 
MetLife Inc. To execute its strategy, MetLife Inc. has identified "enablers" such as leveraging digital to 
help drive transformation and combat customer confusion and hidden costs by focusing on simplifying 
operations and products. MetLife Europe Insurance is evaluating processes with the  view of simplifying 
or automating where possible to ensure it can continually adapt to the environment it operates in.


The Solvency II regulatory framework was implemented on 1 January 2016. In May 2017, the Undertaking
made its first submission of the annual Quantitative Reporting Templates (QRTs), the SFCR and the 
Regular Supervisory Report (RSR).


In January 2017, the executive management teams of the Czech and Slovakian branches were merged.


Business performance
The financial statements are prepared under International Financial Reporting Standards (IFRS). There
is a decrease in IFRS profit of €3m from €4.2m in 2016 to €1.2m in 2017. This is mainly due to the write 
off an Italy deferred tax asset. This was based on lower Italy profit forecasts, albeit that the Undertaking 
as a whole shows positive projected profit forecasts. There are no material changes by line of business 
or by geographical segment over the reporting period.
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B - Systems of Governance


Governance structure and roles
The key organs of the system of governance are the Board of Directors, Executive Management and the 
various committees. There have been no material changes to the systems of governance over the 
reporting period. 


The Board directs the Undertaking's affairs to ensure its prosperity, whilst meeting the appropriate interests 
of its shareholders and third parties, such as customers and regulators. In particular, the Board provides 
effective, prudent and ethical oversight of the Undertaking.


The Board is responsible for, among other things, where relevant, reviewing and/or setting and overseeing:


• The business strategy;
• The amounts, types and distribution of capital adequate to cover the risks of the Undertaking;
• The strategy for the ongoing management of material risks;
• A robust and transparent organisational structure with effective communication and reporting  


channels;
• A remuneration framework that is in line with the risk strategy of the Undertaking; and
• An adequate and effective internal control framework that includes well-functioning risk  


management, compliance and internal audit functions as well as an appropriate financial reporting 
and accounting framework.


The Corporate Governance Structure is supported by the Executive Management organisational 
structure, which defines key areas of authority and responsibility and establishes the appropriate lines 
of reporting. The Executive Management is responsible for the day to day running of the Undertaking 
and is led by the Chief Executive Officer (CEO).


The committees of the Board are:


• Audit Committee; and
• Risk Committee;


Fit and proper requirements
The Undertaking's Fitness and Probity Policy sets out the minimum standards, in compliance with the 
CBI Fitness and Probity Standards and relevant legislation. It is there to ensure that a person, who is 
known as a 'Responsible Person', has the necessary qualities and competencies in order to allow him/
her to perform the duties and carry out the responsibilities of his/her position within the Undertaking. The 
qualities and competencies relate to the integrity demonstrated by a Responsible Person in personal 
behaviour and business conduct, soundness of judgement, a sufficient degree of knowledge and 
experience and appropriate professional qualifications.


Risk management and internal controls
The Risk Management Framework (the Framework) sets out the approaches to risk management and 
structure to be followed by all associates in their capacity as executives, management and staff. The key 
objectives of the Framework are to:


• Promote a strong risk culture in the Undertaking, rooted in the Undertaking’s purpose and values, 
in particular customer protection;


• Ensure consistent, systematic management of risks across all businesses, operations and risk 
types; and


• Enable decision makers to efficiently direct the Undertaking’s resources to appropriate business 
opportunities that are within the Board’s risk appetite.
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A key element of risk management is the Own Risk and Solvency Assessment (ORSA). The ORSA is a 
bespoke strategic analysis which links together all pillars of Solvency II and all areas of the Undertaking. 
It enables the Board to understand the risks faced, and how they translate into capital needs or alternatively 
require mitigation actions. The ORSA process is an ongoing and continuous process, of which the annual 
report is a complete board-level roundup at a point in time providing a meaningful and useful report to 
the Board. The results of the ORSA process and the insights gained in the process provide input into risk 
management, long-term capital management, business planning and product development and design.


The Undertaking’s Control Framework promotes the importance of having appropriate internal controls 
and ensuring that all associates are aware of their role in the internal control system. The Control 
Framework sets out clear standards for the design, operation, validation and oversight of the system of 
Internal Control. It defines how effective internal control is achieved through joint responsibilities of the 
general managers and the Heads of Functions.


C - Risk Profile
The Undertaking is exposed to underwriting, market, credit, liquidity and operational risk. Overall, the risk 
profile remained relatively stable over the year. 


Underwriting risk refers to fluctuations in the timing, frequency and severity of insured events relative to 
the expectations of the Undertaking at the time of underwriting, arising as a consequence of writing 
business where financial outgo depends upon loss of employment and lapse experience. Underwriting 
risks are primarily mitigated through reinsurance, diversification and through limits and guidelines which 
are monitored by the Product Management Committee (PMC). 


The Undertaking does not take on market risk as a strategic risk. The Undertaking seeks to incur only 
minimal risk exposure as arises from its insurance business. The Undertaking is exposed to market risks, 
including interest rates due to timing differences of asset and liability cash flows and basis differences 
between valuation rates, different currencies and positions held to facilitate policyholder transactions. 
Market risks are primarily mitigated through the Undertaking's investment limits and guidelines.


The Undertaking is exposed to credit risks (i.e. the risk of a value decrease of assets or increase of 
liabilities due to the default of third parties, or the increase of the probability of such a default and/or the
associated loss). Exposure to credit risk comes primarily from the investment portfolio and from a number
of counterparties related to risk mitigation. Credit risks are primarily mitigated through asset allocation, 
diversification and single-exposure limits. For counterparty exposures, the Undertaking may require the 
placement of collateral.


The Undertaking is exposed to liquidity risks where it is obliged to settle liabilities at short notice and 
assets cannot be liquidated at all or only with very significant haircuts. Liquidity risks are primarily mitigated 
through asset allocation, diversification and single-exposure limits, and by avoiding entering obligations 
to provide liquidity to counterparties.


The Undertaking is exposed to operational risk consistent with other financial institutions, including the 
impact of changes in the regulatory and legal environments, the dependency on multiple internal and 
external operators (for investment activities as an example) and complex modelling for financial reporting
and solvency reporting. Operational risks are primarily mitigated through functional controls, which are 
integral elements of the Undertaking’s Risk Framework and independently validated on a regular basis.


In addition to the risks covered above, the Undertaking may in the future also be exposed to emerging 
risks. The Undertaking currently considers geopolitical risk, disruptive technology (including 
transformative technology for insurance distribution (‘InsurTech’) and cybersecurity issues) and regulatory 
changes on data protection and business conduct that can transform the insurance industry, as key 
emerging risks.


The Undertaking has a strategic role to support MetLife Europe d.a.c., therefore its success depends 
upon the success of this entity. The Undertaking reviews its risk exposures regularly and considers 
potential actions to align exposure to risk appetite.
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D - Valuation for solvency purposes 


Assets
Assets are valued at fair value for Solvency II. This represents the amounts for which the assets could 
be exchanged between knowledgeable willing parties in an arm’s length transaction. The main valuation 
differences between Solvency II and IFRS relate to deferred acquisition costs and intangible assets, 
which are not recognised under Solvency II. 


Technical Provisions
The technical provisions correspond to the current amount the Undertaking would have to pay if they 
were to transfer their insurance obligations immediately to another Undertaking. The value of technical 
provisions are equal to the sum of a best estimate liability (BEL) and a risk margin. The best estimate 
corresponds to the probability weighted average of future cash-flows taking account of the time value of 
money. The cash-flow projections reflect the expected realistic future demographic, legal, medical, 
technological, social and economic developments over the lifetime of the insurance and reinsurance 
obligations. The risk margin is a fair value adjustment that captures the cost of holding the unhedgeable 
part of the Solvency Capital Requirement (SCR) over the lifetime of the policies in force.


The calculation of amounts recoverable from reinsurance contracts follow the same principles and 
methodology as presented above for the calculation of other parts of the technical provisions.


Solvency II and IFRS have different rules for classifying/grouping insurance contracts, and these rules 
affect the valuation of the liabilities. Solvency II capitalises all future profits, subject to contract boundaries, 
whereas IFRS generally does not. Solvency II determines a risk margin, whereas this concept does not 
generally apply to IFRS. 


Solvency II requires assumptions to be based on best estimate whereas IFRS may apply Provisions for
Adverse deviations to the assumptions used to value the reserves. The Solvency II assumptions are 
revised on a regular basis to adjust for recent experience and changes to market factors. The principal
assumptions used in the determination of technical provisions relate to demographic, expense and 
economic assumptions. 


Net technical provisions have increased by €5.2m from €6.5m in 2016 to €11.7m in 2017. This is mainly
due to model, process and assumption updates.


E - Capital Management 


Capital Management Policy
The strategic objectives of capital management for the Undertaking are:


• Regulatory compliance: to ensure compliance with the Undertaking's regulatory capital 
requirements.


• Efficient allocation: to manage and allocate capital efficiently to achieve sustainable returns and 
facilitate growth objectives.


• Financial strength: to ensure access to capital markets on competitive terms, so that the 
Undertaking’s overall cost of capital is minimised.


Taken together, these strategic goals strengthen the Undertaking's ability to withstand losses from adverse 
business and market conditions, enhance its financial flexibility and serve the interests of stakeholders.


The Undertaking's capital is monitored through the capital management process and within the 
Undertaking's stated risk appetite limits. Any breaches of these limits is escalated in accordance with 
and as defined by any relevant regulatory or internal policies. The Undertaking's risk appetite recognises 
the regulatory minimum standard, as it applies to technical provisions, own funds and capital under 
Solvency II, and sets the target ongoing solvency level in order to enable the Undertaking to withstand 
the financial implications of adverse experience.
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There has been no material changes to capital management policy over the reporting period. 


Own funds and SCR
The SCR is calculated using the standard formula approach. This method uses stresses for each of the 
individual risks as calibrated by EIOPA. EIOPA also provides the standard correlation matrices for the 
purpose of aggregation. It is based on a modular approach consisting of a core of life, non-life, market, 
health and counterparty default risks with associated sub-modules. These are aggregated using 
correlation matrices, both at the sub-module and the main module level. The operational risk component 
and adjustments for the risk absorbing effect of future profit sharing and deferred taxes are then allowed 
for, to give the overall SCR.


The own funds, SCR, solvency ratio and Minimum Capital Requirement (MCR) are as follows:


31-Dec-17 31-Dec-16 Movement
€'000 €'000 €'000


Own Funds
Tier One 52,491 54,847 (2,356)
Tier Two — — —
Tier Three 14 3,677 (3,663)
Restrictions — (378) 378
Eligible own funds for SCR 52,505 58,146 (5,641)


SCR 18,893 21,995 (3,102)
Solvency Ratio 278% 264% 14%


Eligible own funds for MCR 52,491 54,847 (2,356)
MCR 4,723 5,499 (776)


Eligible own funds have decreased by €5.6m from €58.1m at 31 December 2016 to €52.5m at 31 
December 2017. This is primarily due to business and capital market movements, the deferred tax write 
off in Italy and model and process updates impacting technical provisions. The SCR decreased by €3m 
from €22m in 2016 to €19m in 2017. This is mainly due to methodology changes. As a result, the solvency 
ratio increased from 264% in 2016 to 278% in 2017.


The Undertaking has had own funds in excess of both the SCR and MCR requirements over the reporting 
period. The ORSA assessments to date indicate that the Undertaking is adequately capitalised.


Appendix
This includes all public QRTs.


Approval
The SFCR was approved by the Board of Directors on 25th April 2018.
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A   Business and performance 


A.1   Business 


A.1.1   Overview 


The Undertaking is an Irish incorporated entity domiciled in Ireland and was incorporated on 25 June 
2009. On 10 May 2012, the Undertaking was authorised by the Central Bank of Ireland (CBI) to conduct 
business as a Non-Life Insurance Undertaking with its head office in Ireland.


The Undertaking is authorised to write Class 1, 2, 8, 9, 16 and 18 Non-Life Insurance under the European 
Union (EU) Insurance and Reinsurance Regulations 2015.


The Undertaking's immediate parent company is MetLife EU Holding Company Limited and its ultimate 
parent company is MetLife Inc., a company domiciled in the USA. Refer to A.1.3 for details on the Group 
entity structure.


The Undertaking has branches in Italy, Spain, Portugal,  France, Slovakia, Czech Republic and Romania.  
The Undertaking also operates via Freedom of Service (FOS) in Germany, Austria, Greece, Poland and 
the UK. The Undertaking reinsures business from Russia.


The Undertaking's regulatory supervisor is the CBI, whose address is:


Central Bank of Ireland
New Wapping Street,
North Wall Quay,
Dublin 1


The Undertaking's external auditor is Deloitte, whose address is:


Deloitte
Chartered Accountants and Statutory Audit Firm
Deloitte & Touche House
Earlsfort Terrace
Dublin 2


See section A.2 for a description of the Undertaking's underwriting performance by material lines of 
business and geographical areas.


A.1.2   Significant business and external events 


MetLife Inc. operates within Europe through various subsidiaries. Over the past number of years the 
Undertaking participated in a significant restructuring of MetLife Inc.’s European operations to leverage 
the options provided by the European Insurance Directives to "passport" throughout the EU from a single 
base. This restructuring programme 'Project Evolution' also aligned to the Solvency II implementation 
strategy. This restructuring was completed in 2016.


Through this programme the Undertaking established branches in Italy, Spain, Portugal, France, Slovakia, 
Czech Republic and Romania.


The Undertaking is focused on the provision of ILOE cover, MPI and travel insurance, as an add-on to 
MetLife Europe d.a.c.'s core life insurance offerings. The Undertaking does not sell independently outside 
its strategic role to support MetLife Europe d.a.c. MetLife Europe d.a.c. is an Irish incorporated entity 
authorised to write primarily life insurance business in Europe.


The Solvency II regulatory framework was implemented on 1 January 2016. In May 2017 the Undertaking 
submitted annual QRTs for the first time, the SFCR and the RSR.
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In addition, throughout 2017 the Undertaking submitted quarterly QRTs and the ORSA to the CBI.


In January 2017, the executive management teams of the Czech and Slovakian branches were merged.


A.1.3   Entity structure


The Undertaking's immediate parent company is MetLife EU Holding Company Limited and its ultimate 
parent company is MetLife Inc. The Undertaking's parent is subject to group regulatory supervision by 
the CBI. 


The Undertaking has authorised share capital of 100,000,000 shares of €1 each. At 31 December 2017, 
the Undertaking had issued €2,048,388 (2016: €2,048,388) in share capital. The qualifying holdings, 
number of shares and voting rights of the issued shares as at 31 December 2017 and 2016 are:


Holdings Shares
MetLife EU Holding Company Limited 93.00% 1,905,001
American Life Insurance Company (Alico) 7.00% 143,387
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A.1.4  Total performance 


Total performance Section 2017 2016
reference €'000 €'000


Operating
Underwriting result        A2.1 10,831 11,464
Investment income        A3.1 485 427
Other income        A4 18 1,088
Expenses        A4 (6,153) (7,024)
Tax        A4 (4,227) (2,129)


Total operating 954 3,826


Non-operating
Investment income       A3.1 41 137
Foreign exchange gain       A4 271 313
Expenses       A4 (34) 22
Tax       A4 10 (62)


Total non-operating 288 410


Profit for the financial year 1,242 4,236


The financial values are per the Undertaking's IFRS financial statements.


Analysis is provided in the sections referenced above.
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A.2   Underwriting performance 


A.2.1   Underwriting performance by line of business 


The table below sets out the analysis of 2017 underwriting performance against the prior year.


Miscellaneous 
financial loss Assistance Total


2017 2016 2017 2016 2017 2016
€'000 €'000 €'000 €'000 €'000 €'000


Net earned premium 15,829 16,212 3,290 1,579 19,119 17,791
Reinsurance commission income 1,168 2,015 — — 1,168 2,015
Total premium and commission 
income 16,997 18,227 3,290 1,579 20,287 19,806


Claims incurred (1,656) (2,076) (188) (289) (1,844) (2,365)
Change in technical provisions 1,119 1,193 — 43 1,119 1,236
Total policyholder benefits (537) (883) (188) (246) (725) (1,129)


Commission (4,742) (4,358) (2,374) (495) (7,116) (4,853)
Other variable expenses (1,138) (1,136) — — (1,138) (1,136)
Total variable expenses (5,880) (5,494) (2,374) (495) (8,254) (5,989)


Deferred acquisition costs (477) (1,224) — — (477) (1,224)


Underwriting result 10,103 10,626 728 838 10,831 11,464


The underwriting profit decreased by €0.7m from €11.5m in 2016 to €10.8m in 2017. This was mainly 
driven by lower growth in Italy and higher commission in Spain. 
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A.2.2   Underwriting performance by geographical segment 


The Undertaking performance, split by material geographic performance is set out in the table below: 


UK and Ireland Western Europe Central Europe Total
2017 2016 2017 2016 2017 2016 2017 2016
€'000 €'000 €'000 €'000 €'000 €'000 €'000 €'000


Premium and 
commission 
income 3,863 3,933 10,621 12,018 5,803 3,855 20,287 19,806


Policyholder 
benefits (248) (158) (330) (1,054) (147) 83 (725) (1,129)


Variable 
expenses (1,125) (1,145) (4,511) (3,819) (2,618) (1,025) (8,254) (5,989)


Deferred 
acquisition costs 23 (2) (130) (416) (370) (806) (477) (1,224)


Underwriting 
result 2,513 2,628 5,650 6,729 2,668 2,107 10,831 11,464


See section A.2.1 which sets out the main drivers of the movements in underwriting profit by branch.
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A.3   Investment Performance 


A.3.1   Investment return 


2017 2016
€'000 €'000


Operating investment income


Interest bearing securities
Net interest income 530 544
Investment management expenses (45) (117)


Total operating investment income 485 427


Non-operating investment income


Interest bearing securities
Realised gains 41 137


Total non-operating investment income 41 137


Total investment return 526 564


Total investment return decreased by €0.03m from €0.56m in 2016 to €0.53m in 2017. This is mainly 
driven by:


• Lower realised gains from disposals primarily in the Italian branch and lower interest income.
• This is partially offset by a reduction in investment expenses.


A.3.2   Gains/losses recognised directly in equity 


2017 2016
€'000 €'000


Investment (losses)/gains recognised directly in equity (260) 737


The investment gains/losses reflect the accumulation of the movements from amortised cost to fair value 
on available for sale financial assets. These are disclosed in equity in the IFRS financial statements.


The investment gains/losses decreased by €1m from gains of €0.74m in 2016 to losses of €(0.26)m in 
2017. This is due to:


• Increasing market yields in Euro markets, combined with reinvestment in short duration portfolio, 
which have driven down the investment revaluation reserves.


A.3.3   Investments in securitisations 


The Undertaking has no investments in securitisations.
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A.4   Performance of other activities 


The other income and expenses of the Undertaking for the year are set out below:


2017 2016
€'000 €'000


Performance of other activities
Operating
Other income 18 1,088
Expenses (6,153) (7,024)
Tax (4,227) (2,129)


Total operating (10,362) (8,065)


Non-operating
Expenses (34) 22
Foreign exchange gain 271 313
Tax 10 (62)


Total non-operating 247 273


Net results from other activities (10,115) (7,792)


Net costs from other activities have increased by €2.3m from €7.8m in 2016 to €10.1m in 2017. This is 
mainly driven by:


• Higher 'other income' in Spain in 2016. Following the sale by Citibank Espana, S.A. (Citibank 
Spain) of its consumer business in Spain to Bancopopulare S.A. (BPE), the Undertaking finalised 
the cancellation of its distribution exclusivity agreement with Citibank Spain. The Undertaking 
received €0.9m in compensation for the cancellation. 


• The Italy deferred tax asset (€4m) was written off following the finalisation of the 2016 tax 
computation. It was written off due to lower profit forecasts.


• Expenses are lower in 2017, which partially offsets the above additional costs.
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A.5   Any other information 


Intra-group transactions


Intra-group operations and transactions are mainly related to the Undertaking’s reinsurance and 
operational arrangements.


All intra-group operations and transactions are at arm’s length as it would be if the operations and 
transactions were with a third party.


A.5.1 Outstanding balances at year end


The Undertaking has intra-group balances with the following companies that are subsidiaries of its ultimate 
parent, MetLife Inc.:


2017 2016
€'000 €'000


ALICO US 7,382 (454)
MetLife Europe d.a.c. 856 (2,373)
MetLife Greece 107 226
MetLife Investments Limited (1) (7)
MetLife Europe Services Limited (6) (2)
MetLife Services Slovakia (24) (74)
MetLife Services EEIG (339) (173)


A.5.2 Material transactions during the year


There were no material transactions during the reporting period.


A.5.3 Leases


The Undertaking does not hold any leases.


A.5.4 Events after the year end


There are no events subsequent to the year end which require amendment to the disclosures in this 
report.
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B   System of governance 


B.1   General information on the system of governance 


B.1.1   Governance structure 


A consistent governance structure is in place across MetLife's European Economic Area (EEA) group of 
entities, supporting clear decision making, roles and responsibilities. The Corporate Governance Manual 
(the Manual) describes the corporate governance within the Undertaking. The Manual ensures that there 
is a common understanding of the following: 


• key organs of the Undertaking (i.e. the Board of Directors (the Board), Executive Management 
and the various committees) and their roles;


• the membership of the Board, its role, the frequency of meetings and the process for making 
changes to Board membership; 


• the membership of each of the Undertaking’s committees, each committee’s role, the 
frequency of meetings and how changes to membership are effected; 


• who is empowered to act on behalf of the Undertaking and in what capacity and to what 
extent; and 


• how certain key individuals are appointed, resign or are removed. 


The Manual also provides a central record of the current membership of the Board, the various committees, 
and a list of all Pre Approval Controlled Functions, i.e. roles for which CBI prior approval is required. 


The governance structure defines the key areas of authority and responsibility and establishes the 
appropriate lines of reporting. The Undertaking is structured so as to achieve its objectives and to enable 
effective risk management and to carry out its activities in a manner reflective of its size and requirements.


Figure: Undertaking's Corporate Governance Structure


The Corporate Governance Structure is supported by the Executive Management organisational 
structure, which defines key areas of authority and responsibility and establishes the appropriate lines 
of reporting. The Executive Management is responsible for the day to day running of the Undertaking 
and is led by the Chief Executive Officer (CEO).
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In Ireland, there is an established fitness and probity regime and the list of ‘key functions’ is naturally and 
conclusively defined by all those who are subject to fit and proper requirements under the CBI's guidance. 
The list of those persons is detailed within section B.2. The following chart indicates the positions of key 
function holders within the Executive Management team and and their reporting lines.


Figure: Executive Management Organisational Structure


B.1.2   Role of the Board 


The Board directs the Undertaking's affairs to ensure its prosperity, whilst meeting the appropriate interests 
of its shareholders and third parties, such as customers and regulators. In particular, the Board provides 
effective, prudent and ethical oversight of the Undertaking.


The Board is responsible for, among other things, where relevant, reviewing and/or setting and overseeing:
• the business strategy;
• the amounts, types and distribution of capital adequate to cover the risks of the Undertaking;
• the strategy for the on-going management of material risks;
• a robust and transparent organisational structure with effective communication and reporting 


channels;
• a remuneration framework that is in line with the risk strategy of the Undertaking; and
• an adequate and effective internal control framework, that includes well-functioning risk 


management, compliance and internal audit functions as well as an appropriate financial reporting 
and accounting framework.


The Board focuses on the following key areas:


Vision and values
• Guide and set the pace for the Undertaking's current operations and future development.
• Promote appropriate values throughout the Undertaking (e.g. values on compliance through the 


compliance statement).
• Determine policies and ensure they are consistent with, and promote the vision and values, of the 


Undertaking.


Strategy and structure
• Review present and future opportunities, threats and risks in the external environment and strengths, 


weaknesses and risks relating to the Undertaking.
• Review strategic options, decide on those to be pursued and the means to implement and support 


them.
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• Determine and review the Undertaking's goals.
• Ensure that the Undertaking's organisational structure and capability are appropriate for implementing 


the chosen strategies and manage risk and compliance effectively in the Undertaking.
• Ensure that risk and compliance are managed effectively throughout the Undertaking.
• Oversee remuneration practices and shall ensure that the Undertaking has remuneration policies and 


practices that are consistent with and promote sound and effective risk management.


Delegation to management
The Board delegates certain matters by board resolution, by terms of reference for committees of the 
Board or by power of attorney to specific individuals to act on behalf of the Board in respect of certain 
matters. Where the Board delegates authority it shall monitor the exercise of this delegated authority. 
The Board cannot abrogate its responsibility for delegated authority.  


Meetings of the Board, Board working sessions and Board training sessions
The Board meets at least four times per calendar year and at least once in every six month period.


All directors attend Board meetings in person unless they are unable to do so due to circumstances 
beyond their control (e.g. illness). However, where physical presence is not possible, directors may attend 
by teleconference or video-conference.  In the event of the absence of the Chairman, an independent 
non-executive director chairs Board meetings.


Board working sessions and Board training sessions are scheduled regularly to discuss key 
developments, projects and initiatives. The aim of these sessions is to provide the Board with the 
opportunity to explore, at an early stage, topics which will be presented at a future Board meeting for 
consideration.  


All Board meetings are arranged through the Company Secretary and the Chairman. Minuting of all Board 
meetings follow the Board/Committee minute review process in line with the Manual. 


B.1.3   Role of Directors 


The role of the independent non-executive director
As an integral component of the Board, independent non-executive directors represent a key layer of 
oversight. It is essential for independent non-executive directors to bring an independent viewpoint to 
the deliberations of the Board that is objective and independent of the activities of the executives.


The role of the executive director
The role of the executive director includes to propose strategies to the Board and, following Board scrutiny, 
to execute the agreed strategies to the highest possible standards.


Responsibilities of all directors 
All directors are responsible for the following:


• ensuring that there is an effective executive team in place;
• participating actively in constructively challenging and developing strategies proposed by the 


executive team;
• participating actively in the Board’s decision making process;
• participating actively in committees of the Board; and
• exercising appropriate oversight over execution by the executive team of the agreed strategies, 


goals and objectives and to monitor reporting of performance.
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B.1.4   Matters reserved for the Board 


Strategy and Management
• Responsibility for overseeing the management of the Undertaking.
• Approval of the Undertaking’s long term objectives and business strategy; and review of 


performance in light of strategy.
• Approval of all relevant Undertaking policies and MetLife Group policies where they apply to the 


Undertaking.
• Decisions to extend the Undertaking’s activities into new business or geographic areas.
• Decisions to cease to operate all or any material part of the Undertaking’s business.
• Decisions to vary the Undertaking’s strategy for meeting the policyholder liabilities.


Structure and Capital
• Reviewing and approving the Undertaking’s financial plans.
• Approval of changes relating to the Undertaking’s capital structure, including share issues, 


reduction in capital, loan capital and gifts of capital.


Financial Reporting and Controls
• Approval of the annual report and accounts.
• Approval of the annual regulatory return to the CBI.
• Approval of significant changes in accounting policies and practices.
• Approval of dividends.
• Approval of the external auditor’s fees.


Internal Controls
• Responsibility for setting and overseeing the establishment of an adequate and effective internal 


control and risk management systems, including approval of the internal audit plan.
• Receiving reports from the audit and risk committees on, and reviewing effectiveness of, the 


Undertaking’s risk and control processes.
• Approval of the Risk Management Framework.
• Approval of the ORSA Process.


Non-insurance Contracts
• Approval of capital projects.
• Approval of acquisitions, mergers or disposals.
• Approval of material contracts by nature or amount entered into by the Undertaking in the ordinary 


course of business (e.g., acquisitions or disposals of fixed assets).  Note:  Material includes, but 
is not limited to, consideration over €7,500,000 (or €5,000,000 net of reinsurance, per matter).


• Approval of new bank borrowing facilities.


Board Membership and other Appointments
• Other than where the shareholder exercises the right, appointment and removal of directors.
• Approval of changes to Board structure, size and composition.
• Appointment and removal of the Chairman.
• Appointment and removal of the Company Secretary.
• Appointment, reappointment and removal of the external auditor.
• Appointment and removal of Chairmen and members of committees of the Board.
• Appointment and removal from office of the CEO or the Head of a Controlled Function.


Remuneration
• Review the remuneration structure for employees of the Undertaking in line with the risk strategies 


of the Undertaking.


Delegation of Authority
• Maintain oversight of all committees of the Board including approval of the terms of reference.
• Review information from committees of the Board on their activities.
• Approval of Undertaking’s authorised signatories.
• Authorising individuals to grant powers of attorney.
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Corporate Governance
• Review and approval of the Undertaking’s overall corporate governance arrangements.
• Consider balance of interests between shareholders, employees and customers.
• Undertake a formal annual review of its own performance, that of its committees and that of 


individual directors.


Compliance 
• Approval of the compliance monitoring programme.
• Responsibility for review and monitoring of Treating Customers Fairly (TCF) across the business.


Other
• Approval and settlement of material litigation matters.
• Approval of schedule of matters reserved to the Board.
• Any decision likely to have a material impact on the Undertaking from any perspective, including, 


but not limited to, financial, operational, strategic or reputational.


B.1.5   Role of CEO 


The Board appoints a CEO.  


The CEO is the most senior executive officer and has ultimate executive responsibility for the Undertaking's 
operations, compliance and performance. The CEO is a director of the Undertaking. The CEO is the main 
link between the executive and the Board. The CEO has certain authorities delegated to him by the Board. 


In conjunction with the Chairman of the Board, the CEO is responsible for agreeing the remuneration of 
the independent non-executive directors.


The Executive Management is responsible for the day to day running of the Undertaking and is led by 
the CEO. 


B.1.6   Board committee structure 


The purpose of a committee of the Board is to provide more detailed oversight of particular areas of the 
Undertaking’s activities.


The Board has oversight of all committees of the Board and ensures and documents that all members 
of any committees of the Board have the necessary skills, knowledge, expertise and time to fulfil that 
role.  Minutes of all committees of the Board are distributed to the Board either at a Board meeting or via 
Board Vantage. The Board documents and provides any necessary training to those members to ensure 
they have, and maintain, the necessary skills and experience.  


The current committees of the Board are:
• Audit Committee; and
• Risk Committee.


The Audit Committee
The purpose of the Audit Committee includes to assist the Board in fulfilling its statutory and fiduciary 
responsibilities relating to the external reporting of financial information, internal controls and the 
independence and effectiveness of internal and external audit.


The role of the Audit Committee, its membership, frequency of meetings and reporting requirements are 
set out in the Terms of Reference of the Audit Committee as approved by the Board.
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The Board Risk Committee
The purpose of the Board Risk Committee (BRC) includes the responsibility for oversight and advice to 
the Board on the current risk exposures of the Undertaking and its future risk strategy.  The BRC advises 
and makes recommendations to the Board on the following:


• risk appetite and tolerance for future strategy (taking into account  the Board’s overall risk 
appetite), the current financial position of the Undertaking and, drawing on the work of the Audit 
Committee and the external auditor, the capacity of the Undertaking to manage and control risks 
within the agreed strategy;


• the system and programme of risk management with the aim of identifying, measuring, controlling 
and reporting risks;


• the alignment of strategy with the Board’s risk appetite; and
• promoting and embedding a risk awareness culture within the Undertaking.


The BRC also oversees the risk management function.


The role of the BRC, its membership, frequency of meetings and reporting requirements are set out in 
the Terms of Reference as approved by the Board.


B.1.7   Main roles and responsibilities of key functions 


This section details the roles and responsibilities of the Chief Investment Officer and the four mandatory 
'key functions' of Internal Audit, Compliance, Risk Management and the Actuarial function. 


The role of the Chief Investment Officer
The following duties and responsibilities are delegated to the Chief Investment Officer of the Undertaking 
by the Board:


• assist the Board in fulfilling its statutory and fiduciary responsibilities relating to the oversight of 
investment management for the Undertaking;


• formulate and recommend to the Board for its approval the strategic investment policy of the 
Undertaking;


• approve Asset Liability Management (ALM) /Investment Guidelines and inform the Board of any 
changes; 


• receive and review quarterly performance and position reports and raise with the Board any 
material issues arising; 


• monitor investment portfolio asset holdings to ensure compliance with the ALM/investment and 
regulatory guidelines; 


• approve appointments and terminations of investment managers and advisors and approve any 
investment management agreements; 


• monitor and review the performance of investment managers and advisors; 
• approve limits for seed capital on external funds;
• approve list of counter parties and credit institutions for investment; and
• approve investment asset classes available for investment. 


The role of Head of Internal Audit 
The Head of Internal Audit reports to the Chairman of the Audit Committee. The Head of Internal Audit 
is responsible for:


• leading the performance of all audit activities across the Undertaking;
• providing input and challenge to management regarding the effectiveness of risk management 


and internal control processes across the Undertaking;
• evaluating the design and operating effectiveness of the Undertaking’s policies and processes;
• performing consulting and advisory services related to governance, risk management and control 


processes;
• developing, presenting and executing appropriate risk-based audit plans in accordance with 


MetLife’s global audit methodology, including presenting quarterly plans for review and approval 
by the Audit Committee;


• providing timely reports to the Audit Committee regarding the outputs of planned audit activities, 
including progress against agreed management action plans;
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• attending, presenting at, and issuing reports to the appropriate governing bodies, including the 
Audit Committee, the BRC and other committees as appropriate;


• providing the Audit Committee and the broader management team with an understanding of 
Internal Audit’s methodology and approach;


• ensuring that the Internal Audit team is appropriately resourced in terms of skills and experience 
to undertake planned audit activities;


• assisting the Audit Committee in meeting its fiduciary responsibilities;
• maintaining open, constructive and cooperative working relationships with regulators, including 


the CBI; and
• developing and maintaining an effective working relationship with the external auditors. 


The role of Head of Compliance
The Head of Compliance is a member of the Undertaking’s Executive Management and reports to the 
CEO.  The Head of Compliance is the executive officer with primary responsibility for ensuring that the 
Undertaking remains compliant with applicable laws, requirements and regulations and with the 
Undertaking’s Compliance Policies, Procedures and Programmes.


The role of Chief Risk Officer (CRO)
The CRO is a member of the Undertaking’s Executive Management and reports to the CEO. The CRO 
is a director of the Undertaking.  The CRO’s primary responsibility is to the Board. The CRO  reports to 
the Board periodically and has direct access to the Chairman.  The CRO reports to the BRC on a regular 
basis.  The CRO chairs the Executive Risk Committee.


The CRO is the senior executive officer with responsibility for the risk management function and for 
maintaining and monitoring the effectiveness of the Undertaking’s risk management system.  


The role of the Head of Actuarial Function
The Head of Actuarial Function is a member of the Undertaking’s Executive Management and reports to 
the Chief Finance Officer (CFO). The role relates to the delivery of actuarial services to the Undertaking 
and comprises responsibilities for general management input to the Undertaking, administration of the 
actuarial function, and statutory duties set out in legislation (subject also to regulation and professional 
guidance).


Actuarial services generally relate to the determination of technical provisions (for all accounting bases) 
and required capital, and the provision of advice in relation to capital management, underwriting, 
reinsurance and investment. 


B.1.8   Material changes 


Over the reporting period, there were no material changes to the system of governance of the Undertaking.


B.1.9   Remuneration 


The Undertaking adopts the remuneration policy and practices determined by MetLife Inc. The 
Undertaking's Board is responsible for ensuring that in adopting the policy that it is in line with the risk 
strategies of the Undertaking and that it is consistent with and promotes sound and effective risk 
management. The Undertaking’s Board provides oversight of the remuneration policy and practices and 
ensures that these do not promote excessive risk taking.  


Remuneration Policy
MetLife’s compensation program is designed to:


• provide competitive total compensation opportunities that will attract, retain and motivate high-
performing employees;


• align compensation plans with its short-term and long-term business strategies;
• align the financial interests of the executives with those of its shareholders through stock-based 


incentives and stock ownership requirements; and 
• reinforce the pay for performance culture by making a meaningful portion of total compensation 


variable, and differentiating awards based on company and individual performance.
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MetLife uses a competitive total compensation structure that consists of base salary, annual incentive 
awards and stock-based long-term incentive award opportunities. 


Variable remuneration for eligible MetLife associates is determined by a combination of grade/seniority, 
individual performance and Group performance. There are appropriate measures in place to promote 
prudent and effective risk management and avoid promoting excessive risk taking.


The Undertaking does not provide supplementary pension schemes (i.e. superior conditions for some 
individuals) or early retirement schemes for members of the Board or other key function holders. 


B.1.10   Material transactions with related parties 


Material transactions with shareholders
There were no material transactions with shareholders over the reporting period.


Other intra group balances and transactions are set out in sections A.5.1 and A.5.2.


Material transactions with persons who exercise a significant influence on the Undertaking
There were no material transactions with any persons who exercise a significant influence on the 
Undertaking over the reporting period.


Material transactions with members of the Board
There were no material transactions with members of the Board over the reporting period.


B.1.11   Adequacy of system of governance 


The Executive Management and the Board regularly review the adequacy of the system of governance 
as a whole and in selected areas, to confirm it remains adequate for the Undertaking’s needs, and to 
prioritise areas of improvement. There were no major changes required to the system of governance 
during 2017 as a result of these reviews.
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B.2   Fit and proper requirements 


B.2.1   Fit and proper policy 


The Undertaking's Fitness and Probity Policy (the Policy) sets out the minimum standards, in compliance 
with the CBI Fitness and Probity Standards and relevant legislation. It is there to ensure that a person, 
who is known as a 'Responsible Person', has the necessary qualities and competencies in order to allow 
him/her to perform the duties and carry out the responsibilities of his/her position within the Undertaking. 
The qualities and competencies relate to the integrity demonstrated by a Responsible Person in personal 
behaviour and business conduct, soundness of judgement, a sufficient degree of knowledge and 
experience and appropriate professional qualifications.


Compliance with the Policy is mandatory for the Undertaking and its branches. Specifically, the Policy 
sets out and describes the approach for assessing and monitoring individuals’ fitness and probity.


Definitions
• Pre-Approval Controlled Functions (PCFs): The specific Controlled Functions (CFs) are set out 


in Schedule 2 of the Regulations. Persons appointed to a PCF must be approved in writing by 
the CBI, prior to their appointment.


• CFs: Specific functions as set out in the Regulations. Persons performing these functions include 
the persons who exercise a significant influence in the affairs of the Undertaking, monitor 
compliance or perform functions in a customer facing role. In determining whether an individual 
is performing a CF, the Undertaking assesses the role and responsibilities of the person in line 
with the relevant regulatory requirements.


• Regulations: Central Bank Reform Act 2010 (Sections 20 and 22) Regulations 2011 as amended.
• Responsible Person: Any person performing one or more CF role.


Assessment of fit and proper 
The Undertaking does not permit a person to perform a CF unless it is satisfied on reasonable grounds 
that the person complies with the standards described below and has obtained confirmation from the 
person that he/she agrees to abide by the standards. 


The standards provide that a Responsible Person must be: 
• Competent and capable;
• Honest, ethical and act with integrity; and
• Financially sound.


The Undertaking has in place appropriate procedures to maintain a register of all Responsible Persons 
(the Register) and a record of all due diligence undertaken in respect of such Responsible Persons. 


Notification is made to the CBI (to the extent required) following any change to the Register arising either 
from the appointment, resignation, retirement, removal or material change in the responsibilities of a 
Responsible Person’s role.   


The notification to the CBI is carried out by Compliance following a review of the fit and proper assessment 
and completion of an individual questionnaire, if required based upon the event in question.  
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Fitness criteria
In determining a Responsible Person’s competence and capability for performing their role, assessments 
may include, but will not be limited to:


• Whether the person satisfies the relevant training and competence requirements, which may be 
satisfied by evidence of qualifications (e.g. diplomas, degrees and professional memberships) 
and capability appropriate to the corresponding position description.


• Whether the person has demonstrated by experience that they are able, or can reasonably be 
expected to be able, to perform the intended function. Employment and reference checks may 
be used to establish such ability.


Probity criteria
In determining a Responsible Person’s honesty, integrity and reputation for performing his/her role, the 
following factors may be considered, among others:


• Has the person been convicted of any criminal offence, whether or not presently of record; 
(particularly relevant being any offence involving dishonesty, fraud, financial crime or other 
offences under legislation relating to companies, building societies, industrial and provident 
societies, credit unions, friendly societies, banking and or other financial services, insolvency, 
consumer credit companies, insurance, and consumer protection, money laundering, market 
manipulation or insider dealing)?


• Has the person had any adverse finding against him/her or settlement in civil proceedings, 
particularly in connection with investment or other financial business, misconduct, fraud or the 
formation or management of a body corporate?


• Has the person had personal involvement in any investigation or disciplinary proceeding resulting 
in sanction or adverse finding with any requirements or standards of any supervisory bodies/
regulatory authorities, clearing houses and exchanges, professional bodies, or government 
bodies or agencies?


• Has the person been involved as a Responsible Person with a company, partnership or other 
organisation that has been refused registration, authorisation, membership or a licence to carry 
out a trade, business or profession, or has had that registration, authorisation, membership or 
licence revoked, withdrawn or terminated, or has been expelled by the CBI  or government body 
or agency?


• Has the person been refused the right to carry on a trade, business or profession requiring a 
licence, registration or other authority as a result of the removal of the relevant licence or 
registration?


• Has the person served as a director, partner, or chief executive of a business that has gone into 
insolvency, liquidation or administration while personally connected with that organisation or 
within one year after that connection?


• Has the person been investigated, disciplined, censured, suspended or criticised by a supervisory 
body/regulatory authority, professional body, government body or agency, a court or tribunal, 
whether publicly or privately, with which such Responsible Person has been involved?


• Has the person been dismissed or resigned, upon request, from employment or from a position 
of trust, fiduciary appointment or similar capacity while holding a position as a Responsible 
Person?


The aforementioned criterion will be considered in relation to a person’s ability to perform the relevant 
CF. In addition, checks to ensure compliance with laws and regulations must include appropriate legal 
review.
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Frequency of Assessment
A person proposed to perform a CF will be assessed prior to appointment and before any contract is 
signed.


All Responsible Persons will be reassessed on an annual basis as set out in the Undertaking's Human 
Resources (HR) procedure documents and in accordance with the relevant legislation. Notwithstanding 
the above, if a Responsible Person becomes aware of a material change in his/her circumstances that 
could affect his/her fit and proper assessment, he/she is required to notify the Head of HR without delay. 
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B.3   Risk management system including the Own Risk and Solvency 
Assessment (ORSA) 


B.3.1   Risk management structure 


The Risk Management Framework (the Framework) sets out the approaches to risk management and 
structure to be followed by all associates in their capacity as executives, management and staff.


The key objectives of the Framework are to:


• Promote a strong risk culture in the Undertaking, rooted in the Undertaking’s purpose and values, 
in particular customer protection;


• Ensure consistent, systematic management of risks across all businesses, operations and risk 
types; and


• Enable decision makers to direct the Undertaking’s resources to attractive business opportunities 
that are within the Board’s risk appetite.


Scope and application
All business activity and decisions are made in the context of, and in compliance with, the Framework, 
which should also be read in the context of the Undertaking’s Risk Strategy and Appetite and associated 
policies. Every associate is sufficiently familiar with the Framework as is relevant to their role, and exercises 
sound judgement to act within the Framework in their daily work. It is the responsibility of management 
to ensure that they have the capability, resources and knowledge to operate within this Framework and 
exercise their duties under it.


Risk governance
In its mandate to support MetLife Group's strategy in Europe, the Undertaking is active in diverse 
segments, markets and products. Decisions are made and implemented across borders; and business 
environments are the result of, for instance, different histories as the Undertaking has integrated other 
entities. The Framework is designed to facilitate, on an on-going basis, the systematic management of 
risks consistent with this specific situation, by integrating risk management into business practices and 
decision mechanisms at the appropriate levels of the Undertaking.
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Figure: The Elements of the Undertaking’s Risk Management Framework 


The Board owns the Undertaking’s Risk Appetite and Strategy. In defining this, consideration is given to 
the existing and potential opportunities to develop and grow the business, and the Undertaking’s capacity 
to absorb losses. In addition, as part of MetLife Group, the Undertaking’s risk appetite takes strategic 
direction from MetLife’s ‘Enterprise Risk Appetite’, as defined by the MetLife Inc. board, and cannot go 
beyond it in any dimension.


The Undertaking adopts the ‘three lines of defence’ governance model to ensure that the overall risk 
profile of the Undertaking remains within the risk appetite as mandated by the Board. The Undertaking’s 
“three lines of defence” have independent reporting lines into the Board, and provide the Board with the 
assurance of strong governance and controls for every decision that impacts the risks the Undertaking 
faces.


The first line of defence
The managers of all business and operations areas, as the first line of defence, are responsible as risk 
owners for ensuring that all risks in their respective areas and any relevant interfaces with other areas 
are justified by business goals, and that all risks are appropriately managed and controlled within the 
Framework. In particular, it is the responsibility of the relevant department manager to identify, measure, 
manage, monitor and report all risks in an area according to the Framework and the Risk Appetite and 
Strategy.


The Finance Function is key to risk measurement. It measures and monitors financial valuations, flows 
and projections; ensures appropriate accounting procedures and authorities; and regularly reports to the 
Board. The Head of Actuarial Function regularly reports independently on valuation assumptions and 
uncertainties.


The second line of defence
The Risk Management, Compliance and IT Risk and Security Functions fulfil the second line of defence, 
advised by the Legal Function, by providing the enterprise-wide, comprehensive and consistent systems, 
techniques and processes to aggregate, assess and limit the risks the Undertaking faces across different 
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areas. In particular, the Risk Function utilises risk quantification models such as Economic Capital, 
recommends risk appetite and limits, and provides support in the management of key risks.


The third line of defence
Internal Audit provides independent assurance over the strengths of controls as the third line of defence. 
Internal Audit examines and evaluates the adequacy and effectiveness of controls with a risk-based focus, 
and performs special reviews and investigations as directed by the Audit Committee and Executive 
Management.


Dialogue, escalation and resolution
A number of interacting committees provide the structure for the dialogue regarding risk exposures. This 
includes escalation of risks that cannot be managed within a confined area of the organisation and 
resolution of conflicts between different decision makers, in particular where questions of risk appetite 
are concerned.


At an executive level, the Undertaking has established the following Committees: the Executive 
Management Committee (EMC), the Executive Risk Committee (ERC) and the Product Management 
Committee (PMC); and in each branch, there is a Branch Executive Committee (BEC) and a Risk, Audit 
and Compliance Committee (RACC). There are also RACCs specifically for the FOS Business (FOS 
RACC) and the Head Office functions (HO RACC).


Executive Risk Committee (ERC)
The ERC reports regularly to the BRC, and is chaired by the CRO. The ERC monitors and reports to the 
BRC the current overall risk profile, key risks and risk metrics, including the solvency position of the 
Undertaking, and its dynamics, against the Board’s stated risk appetite. It steers the operation of the Risk 
Management Framework and monitors, reviews and makes recommendations to management relating 
to risk issues facing the Undertaking. The ERC also makes recommendations to the BRC regarding risk 
appetite, policies etc. and also sets technical limits in line with the approved risk appetite.


Risk, Audit and Compliance Committees (RACCs)
RACCs report into the ERC and are established for each branch, the FOS business, and the HO functions, 
to review and approve the identification and assessment of all risks, losses, issues and near misses 
within its remit; approve the relevant controls and action plans, for existing and new businesses, product 
and distribution arrangements; and to provide general oversight to risk management within its area. The 
RACCs also monitor and review the metrics assigned to them for monitoring by the ERC. RACC meetings 
are scheduled to ensure timely information flow between the RACCs and the ERC.


One of the branch/FOS RACCs’ primary responsibilities is to identify, monitor, assess and manage 
Operational and Conduct Risks, where the RACC ensures that these can be suitably integrated into the 
Undertaking-wide risk management programme. For Insurance Risks, Credit Risk, Market/ALM Risks 
and Liquidity Risk, the branch RACC supports the identification and monitoring in particular of exposures 
linked to products and distribution arrangements.


The branch general managers have a leading role in each RACC (and the Head of Operations in the HO 
RACC) in ensuring high-quality meetings through their example and authority. The RACC should be 
chaired by a person nominated by the CRO.


Other Committees


Reserving Committee
The Reserving Committee is a sub-committee of the Audit Committee and reviews the basis of Solvency 
II reserving, including assumptions and methodology. The CRO chairs the Reserving Committee.


Product Management Committee (PMC)
The PMC assists the executive function of the Undertaking in relation to the creation and ongoing review 
of the Undertaking’s products and reinsurance programmes. While not a ‘Risk’ committee, the PMC plays 
an important ‘first-line’ role in the approval of products, oversight and governance of the suite of products 
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and the management of product related risks, in particular insurance risk but also credit and market risks 
originating from product features.


The CRO is a member of the PMC.


Reinsurance Committee
The Reinsurance Committee is a sub-committee of the PMC. The purpose of the Reinsurance Committee  
is to maintain oversight of the Undertaking's reinsurance operations and to assist the PMC in relation to 
any reinsurance arrangements to be entered into (including any amendments) or terminated by, or on 
behalf of, the Undertaking. 


Executive Management Committee (EMC)
The CRO is a member of the Undertaking’s EMC, where the Undertaking’s strategic direction is decided, 
and its implementation is monitored.


Branch Executive Committee (BEC)
Each branch has a BEC which is chaired by the branch general manager, and together with the RACC 
forms part of the primary governance structure for each branch. Other working or steering groups may 
be established, however these should be concentrated on operational matters, with key decisions in 
terms of governance being referred to the BEC and RACC, as appropriate.


The branch risk manager is a member of and/or attends the BEC, which is responsible for ensuring that 
the branch establishes and maintains such systems and controls as are appropriate to its business. In 
particular, the BEC, together with the RACC, ensures the effective implementation of risk and compliance 
management within the branch. Under specific circumstances, the CRO can temporarily approve an 
alternative branch executive to represent risk management in the BEC.


Risk Management Function
The Risk Function operates an enterprise-wide, comprehensive system to identify, aggregate, measure 
and report risks across the Undertaking, and assesses how the full range of risks and their interaction 
impact the Undertaking’s aggregate solvency, liquidity, earnings, business, customers and reputation.


The Risk Function leverages MetLife’s Group Risk Management Function for the challenge and support, 
and escalates risks and issues as required.


Activities of the Risk Function
The Risk Function carries out the following key activities:


• Risk Monitoring and Analytics.
• Risk Governance and Reporting.
• Embedding of the Risk Management Framework in the business units (branches and FOS 


business).
• Operational risk management processes, e.g. management of the risk register.
• Leading the ORSA process, analysis and reporting. 


Risk policies and methodologies
The Board approves policies and other documents providing binding direction and guidance used in the 
Undertaking to regulate risk exposures. All business activity and decisions in which an element of risk is 
present must be taken in the context of, and in compliance with, the Risk Strategy and Appetite document 
and such further policies.


It is the responsibility of all relevant individuals to be familiar with the contents of the policies, where 
appropriate, and to exercise sound judgement to act within the policies in their daily work.


The policies are to be adhered to in all circumstances. Implementation of the policies and monitoring of 
ongoing compliance is primarily the responsibility of the Heads of Function and is overseen by the relevant 
committee. In particular, policy breaches should be reported to the ERC, and as appropriate to the BRC 
and Board.
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Risk Management policies are developed where necessary to regulate the management of specific risks 
and provide a consistent Framework for the management of risk in line with Risk Strategy and Appetite, 
and should be read and reviewed in the context of Risk Strategy and Appetite. They establish minimum 
standards, allocate responsibilities to ensure that these standards are upheld, and articulate the 
Undertaking's approach to risk management for a risk type, the key risk management processes, detailed 
limits, the governance approach, and reporting requirements.


The Board reviews the risk policies at least annually, amending them to reflect current best practice and 
changes in regulatory requirements. In the annual review process, each policy is reviewed with and by 
the Undertaking, with the appropriate challenge from the Risk Function. Any material change is not 
effective until approved by the Board either directly or via the BRC.


Following approval, the Risk Function circulates the Risk policies and communicates changes with the 
business. The Risk Function intranet page is a central location from which all Business Functions, including 
branches, can access the Risk policies. Approved policies are presented to the RACCs for noting and 
implementation. On a quarterly basis, the RACCs monitor and challenge the implementation of appropriate 
Risk policies within the Undertaking to ensure ongoing compliance.


B.3.2   Risk strategy and appetite 


The Undertaking’s risk appetite is set in the context of both its overall business objectives and its risk 
strategy. The Undertaking takes certain financial and insurance risks as a strategic objective, but as a 
consequence of its activities is also exposed to operational and other risks. The Board is responsible for 
the Undertaking’s overall risk profile, and in particular sets the risk appetite. 


The Risk Appetite is operationalised through quantitative limits set out in the appendices of the Risk 
Strategy and Appetite policy. These limits define both the medium-term risk appetite, and the range for 
permissible deviations over the short term. Further risk limits and guidelines on how to comply with risk 
appetite in each class are set out in the respective individual risk policies (Credit, Market, Liquidity, 
Insurance and Operational). 


Management is responsible for defining the metrics in line with the business and the risk appetite set out 
in the Risk Strategy and Appetite. The ERC is responsible for approving any changes in the metrics that 
are proposed in between scheduled reviews. Any such approved changes are notified to the BRC and 
the Board. Additional limits can be set by agreement between the respective risk owners and the CRO.


Risk management strategies by category of risk
The material risks to which the Undertaking are exposed are insurance risk, credit risk, market/ALM risk, 
liquidity risk, operational and business risk and strategic risk. 


Credit risk
The Undertaking is exposed to credit risk, i.e.:


• Another party’s failure to perform its financial obligations to the Undertaking, including failure 
to perform them in a timely manner (default risk); 


• Increasing doubts over another party’s ability to meet its financial obligations (migration risk); 
or 


• Increases in the discounts markets apply to the value of obligations with default risk (spread 
risk).


Credit risk of the Undertaking’s cash deposits and general-account investments is managed by the 
Undertaking’s Treasury and Investment Functions, and overseen by the Board. The credit risk of other 
counterparties, such as distributors, large clients etc. is the responsibility of the respective business unit 
and where material to the Undertaking's risk profile is overseen by the appropriate Risk Committee on 
an exception basis.
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Market risk
The Undertaking is exposed to market risk, including interest rates due to timing differences of asset and 
liability cash flows, and basis differences between valuation rates, different currencies and credit spreads. 


Market risks are primarily mitigated through duration targets specified in the Investment Guidelines. 
Exposure to changes in credit spreads is mitigated by investing in a diversified and high-quality investment 
portfolio.  The Chief Investment Officer and PMC oversee the management of the Undertaking's market 
risks.


Liquidity risk
The Undertaking is exposed to liquidity risks where it is obliged to settle liabilities at short notice, and is 
unable to liquidate assets or only with very significant haircuts. Given the nature of its business, there 
are only very few areas in which liquidity risk can arise. These risks are mitigated by investing in a 
diversified, high-quality, liquid investment portfolio and a strong forecasting process. This process  
identifies liquidity needs in both stressed and non-stressed market conditions. 


Liquidity risk management is managed by Treasury and overseen by the Board.


Insurance risk
The Undertaking is exposed to unanticipated fluctuations in the timing, frequency and severity of insured 
events relative to expectations, arising, for instance, from premium and reserve risk.


These are identified and assessed as part of the product development process, in which appropriate 
underwriting, sales and administrative conditions are defined for all risks associated with the insurance 
policies over their whole life cycle.


The business units develop insurance products and underwrite risks in line with approved standards. 
Each insurance class needs to be approved by the Board prior to any business being underwritten. The 
Board can delegate its authority to approve products to management if they do not have the potential to 
change the Undertaking’s risk profile materially. The Undertaking’s aggregate insurance risk is overseen 
by the PMC.


Operational and business risk
Operational risk arises from unexpected loss due to inadequate or failed internal processes, people and 
systems, or from external events (including legal risk). Specifically, conduct risk relates to losses, typically 
from supervisory intervention, caused by misconduct in the insurance market, such as mis-selling or 
product design that is unsuitable for the intended client.


Business risk is the possibility a company will have lower than anticipated profits, influenced by numerous 
factors, including sales volume, lapses, sales and maintenance costs, competition and achievable 
margins.


Operational and business risk is intricately tied to the overall management of a business and is therefore 
the responsibility of each business unit. Operational risk also arises in the Undertaking’s HO functions, 
such as Finance, Actuarial, etc. Each function is responsible for the management of operational risk in 
their respective area. The Risk Management Function provide oversight as part of the Enterprise Risk 
Self Assessment (ERSA) process.


Strategy Risk 
Strategy Risk is defined as failure of elements of a chosen strategy, leading to financial loss or foregone 
expected profits. A particular aspect of Strategy Risk is a withdrawal of capital and liquidity sources that 
the Undertaking relies upon in the execution of its strategy.


Strategy risk is primarily owned in each business unit, and the Undertaking’s Executive Team owns the 
risk of the Undertaking’s overall strategy.
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B.3.3   ORSA 


ORSA Process
The ORSA is a bespoke strategic analysis which links together all pillars of Solvency II and all areas of 
the the Undertaking. It enables the Board to understand the risks faced, and how they translate into 
capital needs or alternatively require mitigation actions. 


The ORSA process is an ongoing and continuous process, of which the annual report is a complete 
board-level roundup at a point in time providing a meaningful and useful report to the Board. The results 
of the ORSA process and the insights gained in the process provide input into risk management, long-
term capital management, business planning and product development and design and allow the 
Undertaking to:


• Assess the link between the Undertaking’s Risk Management Framework, business plan, risk 
profile, and capital planning, including dividend payments.


• Understand the level at which the Risk Management Framework influences the decision making 
process.


• Establish the ORSA as a tool that allows the identification, measurement, management, 
monitoring and reporting of risk, which is embedded in the Undertaking’s management processes, 
under the direction of the Board.


• Provide insight into the development of the balance sheet and the drivers of volatility.
• Confirm appropriate risk appetite limits, including the normal operating range for capital; 
• Inform commercial decisions and assess key projects and solutions to meet customer needs.
• Describe the approach by which the Undertaking meets all relevant regulatory requirements in 


relation to stress testing and scenario analysis.
• Assess the Undertaking's overall solvency needs prospectively, providing analysis of the 


Undertaking's ability to remain a going concern.
• Monitor compliance with regulatory capital requirements on a continuous basis, allowing for 


changes in risk profile and stressed conditions, and the quality and loss absorbing capacity of 
own funds.


• Produce results that are integrated into long term capital planning, own funds allocation, business 
planning, product development and design, and governance.


• Describe the approach by which the Undertaking incorporates all key results and findings from 
stress testing and scenario analysis into the capital management and planning approach and 
business decision making approaches.


The ORSA process is significantly dependent on the key interactions between the processes (i.e. business 
planning and stress testing) in order to obtain the results which provide senior management and the 
Board with comfort that there are adequate solvency levels,  i.e. the regulatory capital requirements are 
achieved and within the risk tolerance limits.


The Board are heavily engaged with the ORSA process at all stages. Key stages of the Board’s involvement 
in the ORSA process are as follows:


• Early in the year, the Board reviews the ORSA Board engagement plan for the year and agrees 
the stress and scenario tests;


• Over the course of several meetings during the year, the Board reviews the overall solvency 
needs output, including information on the risk profile, the draft solvency projections, the 
assessment of the appropriateness of the standard formula and the own view of capital. During 
these sessions, the Board engages in active challenge of the results, which may include 
requesting further analysis, stress tests and scenarios, investigation of management actions or 
specific information to be added to the ORSA report;


• Towards the end of the year, the Board reviews the final ORSA report for approval. At the end of 
each ORSA cycle a “lessons learned” exercise takes place to identify any potential improvements 
to be applied to future ORSA cycles.


The ORSA Steering Committee, which is chaired by the CEO and includes the CRO and CFO as members, 
directs the ORSA process. The quantitative output is prepared by the ORSA Process Delivery Team, 
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which includes representatives from multiple teams across Finance, Actuarial and Risk. Various other 
functions and Subject Matter Experts across the organization also provide inputs to the ORSA process.


The ORSA process captures all the material risks that the Undertaking faces or may face in the future 
that may impact meeting its obligations. The business planning process feeds directly into the ORSA. 
The business plan links to capital management and solvency is stressed to ensure robustness over a 
five year horizon. 


Material risks identified within the ORSA process for which it is not considered appropriate to hold a 
capital buffer are addressed by identifying contingency plans.


Risk Appetite forms a key part of the ORSA providing a link between the capital and risk management 
processes. It underpins the management and monitoring of key risks and helps shape management 
information and executive decision making. The Undertaking's overall solvency needs are assessed 
taking into account the Undertaking’s specific risk profile, approved risk tolerance limits and business 
strategy. This assessment represents the Undertaking’s own view of its risk profile and capital needs and 
other means needed to appropriately address these risks. 


The ORSA process is conducted in its entirety at least annually and without delay following any significant 
change in the risk profile of the Undertaking and this is reviewed and approved by the Board following 
the recommendations of the BRC. However, there will be certain events that may require the process to 
be run on an ad hoc basis. Such events may follow from internal decisions and external factors. 


The Undertaking has processes in place to ensure that the required documentation is produced to an 
appropriate standard. For each ORSA, the ORSA guidelines require three reports - a record of the ORSA 
process, an ORSA internal report and an ORSA supervisory report are produced. A single report may be 
produced to meet the requirements of the three reports. Supplementary documentation may be produced 
to support the official record and  provide additional information to internal stakeholders. 


In the last reporting period, the Undertaking did not perform any ad hoc ORSAs.


Own Solvency Needs
The Undertaking determines overall solvency needs taking into account the Undertaking’s specific risk 
profile, approved risk tolerance limits and business strategy. This assessment represents the 
Undertaking’s own view of its risk profile and capital needs and other means needed to appropriately 
address these risks.


The Undertaking expresses the overall solvency needs in quantitative terms and complements the 
quantification by a qualitative description of the risks. The process undertaken ensures that the capital 
management activities and the risk management system are interlinked and that all key decision making 
processes are aligned with the ORSA process. 


The ORSA assessments to date indicate that the Undertaking is adequately capitalised. 
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B.4   Internal control system 


B.4.1   Internal controls 


The Undertaking’s Control Framework promotes the importance of having appropriate internal controls 
and ensuring that all associates are aware of their role in the internal control system. The Control 
Framework sets out clear standards for the design, operation, validation and oversight of the system of 
Internal Control. It defines how effective internal control is achieved through joint responsibilities of the 
general managers and the Heads of Functions.


The Control Framework defines control activities as the policies and procedures that mitigate the 
Undertaking’s risks to the expected level. Control activities can be preventative, corrective, detective or 
directive, and include a range of activities as diverse as authorisations, segregation of duties and required 
approvals, verifications, reconciliations, reviews of operating performance, documentation, and security 
of assets. 


All key controls are registered with the associated risks in the Undertaking’s risk register, and managed 
as part of that process to validate their effectiveness and address identified weaknesses. Ongoing 
monitoring occurs in the ordinary course of operations. 


Both the Heads of Functions and the branch general managers have visibility of the control effectiveness 
and any deficiencies in their areas. The scope and frequency of independent validation depends primarily 
on an assessment of risks and the effectiveness of ongoing monitoring procedures. Internal control 
deficiencies including loss events and near misses are reported, with material incidents escalated to the 
relevant Risk Committee.


B.4.2   Key procedures 


The Undertaking’s control environment comprises an extensive catalogue of controls that are defined for 
each function, and include the following:


Control Name Description
Approval and
Authorisation


Approval/authorisation is the confirmation or sanction of employee 
decisions, events or transactions based on a review by the appropriate 
management personnel.


Business Resumption Controls that ensure that business operations can resume in the event of 
disaster or IT outage.  These controls include Business Continuity (BCP) 
and Disaster Recovery (DR) Planning, BCP/DR Testing, system back-up 
and data retention.


Code of Accounts
Structure


Controls to ensure that the design of the general ledger or subledger account 
codes assists in minimising errors and allow for effective data capture and 
reporting.


Documentation Controls are in place ensuring decisions, exceptions, transactions, and 
other events are substantiated through documentation. This control 
includes confirmations, notices and/or disclosures that are required to be 
sent to clients on a periodic or annual basis.


Hiring/Selection The hiring and selection process includes a due diligence and escalation 
process in connection with information received as a result of a background 
check conducted on an individual candidate who is seeking registration, 
appointment or a license with the Undertaking.
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Control Name Description
Input Form Design, Edits,
and Validations


Controls that ensure the completeness, accuracy, and/or integrity of data 
input into information systems.  These controls include business rules built 
into the design of system interfaces to reduce the probability of data input 
errors, (e.g. required fields, acceptable values, etc.), input data validation 
against known or expected values (e.g. tolerances etc.), or verifying the 
integrity and origin of data (e.g. digital signatures, hard-copy signatures, 
etc.).


Physical Safeguarding
Mechanisms


Controls that protect the Undertaking's assets through direct measures such 
as locks on doors, bars on windows, use of safes to secure valuables, and 
other similar techniques.


Policies & Procedures There are policies and procedures describing the Undertaking's policies for 
operation and the procedures necessary to fulfil the policies. There are also 
reference aids or resources available which employees can refer to assist 
them in fulfilling their job responsibilities.


Process Monitoring Management monitoring controls that ensure business processes within 
the Lines of Business meet their business objectives. These controls may 
include reviewing transaction error reports, reviewing compliance with 
applicable laws/regulations (e.g. monitoring the status of claims to ensure 
turnaround times comply with regulatory time standards), conducting quality 
assurance reviews, rejecting duplicate transactions, financial statement 
reviews, etc.


Reconciliations/
Comparisons


Control techniques that ensure that two or more data sets/elements match, 
for example reconciling bank accounts, comparisons of subledger totals to 
control accounts, comparisons of data transfer record counts, etc.


Segregation of Duties Controls segregating tasks or processes to reduce the risk of accidental 
errors and/or fraud.


Strategic Monitoring and
Governance


Management monitoring controls that ensure Lines of Business meet their 
strategic objectives. These controls include short and long-term range 
planning, organisational design/staffing, key performance indicator reviews, 
risk management, enterprise architecture, data governance, knowledge 
management, etc.


System Access Approval
and Monitoring


Controls are in place over the authorisation, identification and authentication 
of associate access to IT Resources. Minimally, access to systems or data 
is formally approved and access is periodically reviewed for 
appropriateness.


System Change Control Controls are in place to ensure changes to IT systems are reviewed to 
ensure they meet the needs of the Undertaking, perform as expected, and 
do not create security vulnerabilities. These controls could include unit 
testing, performance testing, user acceptance testing, vulnerability testing, 
etc.


System Data Encryption Controls are in place to ensure sensitive data is encrypted in Undertaking 
systems.  Encryption controls and other methods of safeguarding data are 
used in at-risk IT assets such as laptops, smart phones/blackberry's and 
back-up tapes to prevent unauthorised data access and/or disclosure of 
confidential  or sensitive information.


System Monitoring and
Response


Controls that ensure the technology environment is monitored for security 
incidents, processing abends, system outages, etc. and that appropriate 
actions are taken based on the results.


System Security
Configurations


Security configurations at the software, infrastructure, hardware, or network 
layers that ensure the confidentiality of data.


Third-Party Monitoring Controls that ensure that third-parties are operating in accordance with 
agreements and contracts and deviations are acted upon by management.


Training/Communication Controls are in place to ensure that employees, at all levels, are provided 
with training activities that comply with regulatory requirements regarding 
training on products, services, procedures, rules and standards, as 
applicable. The organisation has communicated its values and standards 
to employees, suppliers, customers and other relevant stakeholders. There 
is a process to update and communicate these standards and related 
training regularly.
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Control Name Description
Validity/Existence Tests Controls that validate the existence of assets. Examples include physical 


inventory counts to determine that quantities and descriptions of goods and/
or supplies on hand are accurate, fixed asset inventories to validate the 
existence of items represented in the accounts, and other similar processes.


B.4.3   Description of Compliance Function


The Compliance Function is an important part of an effective internal control system and the three lines 
of defence model.  In this regard, the Undertaking is committed to having in place an effective compliance 
risk management programme (MetLife Compliance Risk Management (CRM) Programme) wherever it 
does business and is guided by its core values, appropriate rules, structures, processes, training, 
documentation and controls to help prevent, detect and remediate compliance breaches and deficiencies.  
The aim of the CRM programme is to help management be reasonably assured that effective processes 
are in place to ensure adherence to applicable laws and regulations.  It also ensures that any compliance 
issues uncovered by the programme are appropriately addressed and that ownership of the compliance 
risks and mitigating actions are assigned to business process owners.  


The CRM Programme consists of the following key elements:
• Compliance Risk Identification and Prioritisation;
• Compliance Risk and Control Assessments;
• Monitoring and Testing Programme; and
• Policies and Procedures.


The Board has overall responsibility for setting and overseeing compliance arrangements in the 
Undertaking. Management has responsibility for maintaining compliance with all applicable laws and 
regulations and the commitment and support of management is an essential component of a successful 
compliance programme. The core role of the Compliance Function is to standardise, document and 
provide assurance to the management of the Undertaking, and ultimately to the relevant regulators, that 
the Undertaking is operating within the letter and the spirit of the legal and regulatory framework. The 
Compliance Function reports to the Undertaking's Executive Committee/BRC and ultimately to the Board. 


The Compliance Function performs the following actions on an annual basis: 
• In line with the CRM Programme, identification and assessment of compliance risk, including but 


not limited to, the completion of compliance monitoring and testing to ensure independent 
oversight and review of policies and procedures.


• Regulatory Development (in line with the Regulatory Development Policy): 
 Advising senior management, in conjunction with the Legal Function, on compliance with 


applicable laws and regulations;
 Assessing the possible impact of changes in the regulatory environment on the operations 


of the Undertaking.
• Providing an Annual Compliance Plan, including a Testing and Monitoring Plan for approval from 


the Board. 
• Supporting a robust training programme to ensure all staff are fully up to date with and understand 


all aspects of compliance rules and regulations. 
• Reviewing compliance procedures and controls on a regular basis. 
• In addition, the Head of Compliance is also responsible for providing compliance oversight of 


the Compliance Function in all branches of the Undertaking.
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B.5   Internal Audit Function 


B.5.1   Internal Audit 


Internal Audit is an independent assessment group established within MetLife Group as a service to 
management and to the Audit Committee of the Board. Its mission is to protect and enhance organisational 
value by providing risk-based assurance, advice and insight.


Internal Audit’s purpose is to provide on-going objective and independent evaluations of the adequacy 
and effectiveness of internal controls. It may also perform consulting advisory services and special reviews 
as directed by the Audit Committee and Executive Management.


Roles and Responsibilities of Internal Audit
Internal Audit assists management in bringing a systematic and disciplined approach to ensuring the 
existence and operational effectiveness of internal controls. The scope of Internal Audit includes activities 
that provide reasonable assurance on:


• Whether internal controls throughout the Undertaking are operating as intended and are effective, 
including whether controls provide reasonable assurance that transactions are executed in 
accordance with management authorisation, that they are properly recorded, and that assets are 
effectively safeguarded.


• If the financial reporting process used to prepare the Undertaking’s statutory and GAAP financial 
statements is operating effectively.


• Whether the management reporting system provides reliable and timely information.
• Compliance with Undertaking policies and procedures.
• The effectiveness of the organisation’s risk management processes.
• New key systems and procedures prior to implementation or when there is a major change in an 


existing key system.
• The risk exposures relating to the organisation’s governance, operations, and information 


systems regarding the achievement of the organisation’s strategic objectives.


Internal Audit is also involved in:


• Performing consulting and advisory services related to governance, risk management and control 
as appropriate for the organisation.


• Reviewing new key systems and procedures prior to implementation or when there is a major 
change in an existing system.


• Assisting the Audit Committee of the Board in exercising their fiduciary responsibilities, and 
apprising the Board, through the Audit Committee, of any significant developments warranting 
their consideration or action.


• Evaluating and investigating allegations and the possibilities of fraud, and other inappropriate 
transactions, in coordination with other departments.


• Recommending the appointment and evaluating the performance of the Undertaking’s external 
auditor, negotiating the fees to be paid, securing the Audit Committee’s pre-approval in 
accordance with established policy, and maintaining oversight and coordination on the scope 
and scheduling of the Undertaking's external audits.


• Monitoring and evaluating the effectiveness of the Undertaking's risk management processes. 
• Participating in management discussions that involve the development or modification of 


operating policies, or the system of internal controls.
• Maintaining liaisons with appropriate external professional organisations and keeping informed 


on new developments in the field of auditing.
• Performing certain Sarbanes Oxley controls testing in coordination with other departments.
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Internal Audit process
The Internal Audit process is defined by the MetLife Inc. Chief Auditor. Within the framework of these 
objectives, Internal Audit shall, at least annually, formally document their risk assessment methodology, 
prepare an audit plan, and prepare an expense budget. Such plans include:


• A risk assessment of all key business processes
• A schedule of audits based upon the results of the risk assessment
• A proposed budget which documents the level of resources and expenses that need to be 


committed to provide adequate audit coverage for the audit plan
• Flexibility to respond to special requests of senior management on a timely basis


Internal Audit maintains an effective working relationship with the Undertaking's external auditors. External 
auditors are engaged to perform work required to express an independent accountant's opinion on the 
Undertaking's financial statements, internal controls, and other work as may be specifically requested. 
Internal Audit actively coordinate its efforts with the external auditors to optimise overall audit coverage 
and minimise costs, where appropriate. The external auditors have access to work papers and reports 
produced by Internal Audit, as needed.


Reporting Structure
Results and conclusions of Internal Audit work are reviewed with management directly responsible for 
the activity being evaluated, and such other management as deemed appropriate. The purpose of 
reviewing results is to reach agreement as to the facts presented by Internal Audit and to make 
management aware of Internal Audit issues before the report is released.


B.5.2   Independence 


In order to maintain independence and objectivity, Internal Audit does not prepare any accounting and 
related records or engage in any relevant activity requiring audit review, including the development or 
installation of new systems, policies or procedures. The review of new systems or procedures prior to 
implementation is not considered an impairment of independence and objectivity.


B.5.3   Authority 


Internal Audit shall have full and unrestricted authorisation to access all records, personnel, and physical 
property relevant to the performance of their assignment in any functional area of the Undertaking and, 
where contractually authorised, its contractors or suppliers. All employees are requested to assist Internal 
Audit in fulfilling its roles and responsibilities. Documents and information given to the Internal Audit 
Department shall be handled in the same prudent and confidential manner as by those employees normally 
accountable for them.


B.5.4   Performance 


Internal Audit shall exercise due professional care in the performance of audits and other work. The 
Institute of Internal Auditors (IIA) has established standards (the Standards) for the professional practice 
of Internal Auditing. The Standards apply to individual internal auditors and to internal audit activities. All 
internal auditors are accountable for conforming with the Standards related to individual objectivity, 
proficiency, and due professional care. In addition, internal auditors are accountable for conforming with 
the Standards that are relevant to the performance of their job responsibilities. The Chief Auditor is 
responsible for ensuring that audit work conforms with those Standards. The IIA has also established a 
Code of Ethics. Each auditor is responsible to conduct him or herself so that their good faith and integrity 
are not open to question.
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B.6   Actuarial Function 


The Actuarial Function is responsible for the following key deliverables within the Undertaking:


• Production of the (External) Annual “Actuarial Function Report” covering the following matters 
(alternatively some of these may be provided separately):
 Report on the technical provisions;
 Opinion on the technical provisions;
 Opinion on underwriting;
 Opinion on reinsurance;
 Description of the activities of the Actuarial Function over the year.


• (Internal) Quarterly memo to management providing analysis of the Solvency II balance sheet, and 
support for sign-off (and supporting the ORSA stipulation for continuous compliance with the 
requirements for technical provisions);


• (Internal) Annual report to the Board on the actuarial assumptions;
• (Internal) Contributions to risk management notably the ORSA, including inputs to the choice of 


stresses and scenarios, and documented quality control over the projections themselves; and
• (External) Actuarial opinion on the ORSA.


Note that the prefix “Internal” / “External” refers to whether the documentary outputs correspond directly 
to external requirements or are internal ways to support the external requirements. For example, the 
assumptions report is not required separately by external requirements, but, given that the assumptions 
are clearly a key element of the technical provisions, there needs to be suitable supporting documentation.


The Actuarial Function consists of the Actuarial Analysis team (as outlined in the above chart). The 
Actuarial Production team produces valuation results which are subsequently passed to the Actuarial 
Analysis team for analysis and review before final sign off by the Head of Actuarial Function. Beyond its 
Solvency II duties as Actuarial Function, the Actuarial Analysis team also contributes to a range of financial 
reporting and management activities. 
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B.7   Outsourcing 


B.7.1   Outsourcing policy 


The Undertaking outsources a range of activities in the countries it is active in, particularly in the areas 
of policy administration, IT, and treasury services, in order to benefit from expertise and efficiencies not 
practically available internally. Each outsourcing arrangement has a functional owner in the senior team 
who is responsible for the management and first line oversight of the arrangement. The Procurement 
function co-ordinates all activities across functions.


All outsourcing is subject to the requirements of the Outsourcing Policy, which ensures that all outsourcing 
arrangements are subject to appropriate due diligence, approval, written agreements and on-going 
monitoring, and that the risks associated with entering outsourcing arrangements are effectively managed. 
The Outsourcing Policy applies to all outsourcing agreements and covers the requirements for both 
external outsourcing and Intra-group outsourcing.


B.7.2   Details of outsourcing (including critical or important outsourcing) 


The Undertaking operates on a partially outsourced model, which means that certain services (including  
certain critical or important activities of the actuarial, compliance, risk management, IT services and 
internal audit functions) are provided by the following MetLife group service companies:


• MetLife Europe Services Limited, MetLife Innovation Centre Limited and MetLife Services EEIG 
for Ireland jurisdiction


In addition, the Undertaking benefits from group services such as investment services from MetLife 
companies based in the UK and USA, and IT services from MetLife companies based in the USA.


In addition, the Undertaking externally outsources the following critical or important functions / activities:


Critical or important
outsourced function / activity Jurisdiction


Complaint handling
Multiple jurisdictions (Ireland, France, Netherlands, Norway, UK,
Poland, Germany, Portugal, Italy and France)


Storage of policyholder data and
policy servicing


Multiple jurisdictions (Ireland, France, Netherlands, Norway, UK,
Spain, Cyprus, Poland, Germany, Portugal, Romania, Italy and
France)


Claim handling


Multiple jurisdictions (Ireland, France, Netherlands, Norway, UK,
Spain, Poland, Germany, Portugal, Slovakia, Romania, Italy and
France)


Storage of data Multiple jurisdictions (All Undertaking branches)
Investments Services Multiple jurisdictions (HO and all branches)


B.8   Any other information 


The information provided in the sections above provide a comprehensive and complete description of 
the Undertaking’s system of governance and its continuing adequacy for the Undertaking.
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C   Risk profile 


C.1   Underwriting risk 


C.1.1   Material exposures 


The Undertaking’s primary focus is on the provision of ILOE cover as an add-on to MetLife Europe d.a.c.’s 
core life insurance offerings. The Undertaking also provides a small book of MPI and travel insurance 
business.


Underwriting risk refers to fluctuations in the timing, frequency and severity of insured events relative to 
the expectations of the Undertaking at the time of underwriting, arising as a consequence of writing 
business where financial outgo depends upon loss of employment, and lapse experience. This also 
includes the potential for expense overrun relative to pricing assumptions, and includes the consequences 
of writing new business in volumes or mix different to those anticipated.


The Undertaking is exposed to underwriting risks in its businesses, including premium and reserve risk. 
These risks are identified and assessed as part of the product development process, in which appropriate 
underwriting conditions are defined for all underwriting risks associated with the insurance policies over 
their whole life cycle. 


There has been no material change in exposure to underwriting risk over the reporting period.


C.1.2   Material risk concentrations 


The Undertaking predominantly writes ILOE business in Italy. ILOE cover complements a credit package 
for covering loans, recurrent debts or providing income protection. The benefit payable is the installment 
of the credit or the monthly recurrent debt. Due to the Italian business volumes, one of the primary 
insurance risks to which the Undertaking is exposed, is a large increase in Italian unemployment rates. 
This majority of this risk is reinsured.


C.1.3   Material risk mitigation practices 


Underwriting risks are primarily mitigated through reinsurance, diversification and through limits and 
guidelines which are monitored by the PMC. The Undertaking regularly reviews the emergence of any 
potential counterparty concentration, with the team responsible for the monitoring being independent of 
the underwriting and sales functions.


As outlined in the previous section, one of the primary insurance risks to which the Undertaking is exposed, 
is a large increase in Italian unemployment rates. The claim rates are mostly flat in Italy versus varying 
unemployment rates, demonstrating the impact of Cassa Integrazione Guadagni (CASSA), which is 
unique to Italy. The CASSA acts as a “shock absorber’ where employees, instead of being dismissed, 
keep their employment contract in force and are paid while they are looking for another job or being 
trained to develop their skills to maybe return to their former company. Employees are recognised as 
unemployed only if all efforts to find them a new job or to get their former job fail. Employees may stay 
up to 12 months in CASSA. The impact of CASSA is to dampen the impact of an increase in unemployment 
rates on the Undertaking’s experience.


ILOE performance, including claims experience and labour statistics, are monitored on a quarterly basis.
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C.1.4   Material risk sensitivities 


As required by the calculations to determine the SCR using the Standard Formula (SF), the Undertaking 
determines the impact of increases in expected loss rates, and pandemic events. The following table 
shows the sensitivity in the Undertaking's capital requirements if a 1 in 200 year event (as measured by 
the SF) happened for each risk category. 


31-Dec-17
€'000


Premium and Reserve Risk 11,188
Lapse Risk 3,582
Non-Life CAT Risk 5,973
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C.2   Market risk 


C.2.1   Material exposures 


The Undertaking does not take on market risk as a strategic risk. The Undertaking seeks to incur only 
minimal market risk exposure as arises from its insurance business. The Undertaking is exposed to 
market risks, including interest rates due to timing differences of asset and liability cash flows  and basis 
differences between valuation rates, different currencies and positions held to facilitate policyholder 
transactions. 


The Undertaking's risk identification process for market risk includes the following steps:


• Identification of existing risk exposures,
• Identification of the risk impact of management decisions, including product developments, 


changes in investment portfolios and major strategic decisions such as merger and acquisition 
transactions, 


• Identification of emerging risks. 


The exposures to market risks relative to other risks decreased over the course of the reporting period 
due to updates to the models.


C.2.2   Material risk concentrations 


Market risks are concentrated to the interest rates and investment markets of the Undertaking’s major 
functional currencies, including Euro and the Romanian Leu.


C.2.3   Material risk mitigation practices 


Market risks are primarily mitigated through the Undertaking's investment limits and guidelines. The 
investments must be made in accordance with the general principles set out in Undertaking’s Strategic 
Investment Policy. In addition, investments must be made in accordance with the guidelines as approved 
by the Board which provides detailed limits on permissible sector exposures. 


C.2.4   Material risk sensitivities 


As required by the calculations to determine the SCR using the SF, the Undertaking determines the 
impact of changes in interest rates, currency values (against the Euro), equity levels, and credit spreads. 
The following table shows the sensitivity in the Undertaking's capital requirements if a 1 in 200 year event 
(as measured by the SF) happened for each material risk category. The Undertaking has no material 
exposure to equity risk or property risk. 


31-Dec-17
€'000


Interest rate risk 849
Currency risk 933
Concentration risk 262


The estimated impact on net investment income in the IFRS Statement of Comprehensive Income of a 
one percentage point increase in yield curves is €1 million (2016: €1.5 million).
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C.3   Credit risk 


C.3.1   Material exposures 


The Undertaking is exposed to credit risks (i.e. the risk of a value decrease of assets or increase of 
liabilities due to the default of third parties, or the increase of the probability of such a default and/or the 
associated loss). Exposure to credit risk comes from the investment portfolio, reinsurers and other 
counterparty receivables.


The exposures to credit risks have remained relatively stable over the reporting period. 


C.3.2   Material risk concentrations 


The Undertaking maintains a highly diversified, well rated investment portfolio and routinely monitors
and limits credit exposures at counterparty and aggregate level. 


Material reinsurance arrangements are with highly rated reinsurers and/or are appropriately  collateralised.


C.3.3   Material risk mitigation practices 


Credit risks are primarily mitigated through asset allocation, diversification and single-exposure limits. 
For counterparty exposures, the Undertaking may require the placement of collateral. 


C.3.4   Material risk sensitivities 


As required by the calculations to determine the SCR using the SF, the Undertaking determines the 
impact of changes in credit spreads and a potential extreme loss of counterparty exposures which are 
set out in the following table. The following table shows the sensitivity in the Undertaking's capital 
requirements if a 1 in 200 year event (as measured by the SF) happened for each risk category.


31-Dec-17
€'000


Spread risk 1,382
Counterparty default 2,868


The investment portfolio is exposed to credit spread movements, whilst counterparty default risk 
exposures arise primarily from reinsurance arrangements and third party receivables. All credit risk 
exposures are mitigated as described above.
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C.4   Liquidity risk 


C.4.1   Material exposures 


The Undertaking is exposed to liquidity risks where it is obliged to settle liabilities at short notice and 
assets cannot be liquidated at all or only with very significant haircuts. 


Management of liquidity risk to ensure that the Undertaking can, at all times, meet its liabilities as they
become due, forms a key part of the Undertaking achieving its business objectives and meeting its 
regulatory requirements. Proper management of liquidity risk is mirrored in the Undertaking’s management 
of credit risk and market risk, which significantly reduce the risk of contagion from credit risk and market 
risk.


The exposures to liquidity risks have reduced over the course of the reporting period due to an increase 
in short duration liquid assets held by the Undertaking.


The Undertaking’s investments are typically highly liquid. In its assessment of liquidity, the Undertaking 
can also take into account the cash inflows and outflows from its insurance business. The total amount 
of the expected profit included in future premiums (EPIFP) as calculated in accordance with Article 260(2) 
was €4.2m as at 31 December 2017.


C.4.2   Material risk concentrations 


In line with Investment Guidelines, the Undertaking maintains a highly diversified portfolio and limits the 
exposure to individual obligors. Concentrations can arise where the Undertaking’s liquidity needs are 
triggered by individual events. Liquidity stress testing is carried out to ensure that sufficient liquidity would 
be available in such events.


C.4.3   Material risk mitigation practices 


Liquidity risks are primarily mitigated through asset allocation, diversification and single-exposure limits, 
and by avoiding entering obligations to provide liquidity to counterparties.


The Undertaking specifies quantitative and qualitative limits on its liquidity risk exposures, including 
specific risks that the Undertaking is not willing to accept.


C.4.4   Material risk sensitivities 


The Undertaking performs regular stress tests of its liquidity position in adverse events, including 
significant and abrupt changes in financial markets and policyholder behaviour. These stress tests 
consider the timing of obligations and the ability to liquidate assets over different time horizons, as well 
as the impact of such liquidations on realised values.
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C.5   Operational risk 


C.5.1   Material exposures 


The Undertaking is exposed to operational risk consistent with other financial institutions, including  the 
impact of changes in the regulatory and legal environments, the dependency on multiple internal and 
external operators (for investment activities as an example) and complex modelling for financial reporting 
and solvency reporting. Operational risks are identified and assessed with regards to their frequency and 
potential impact as part of the risk management process, in which risks and controls are documented by 
risk owners and validated by the Risk Management Function. As the Undertaking continues to evolve 
operationally, it aims to maintain a stable operational risk environment over the plan horizon. 


C.5.2   Material risk concentrations 


The Undertaking prefers to concentrate activities in focused and tightly-controlled operations and ensures 
that operations have independent review, alternative back-up sites, and business continuity plans.


C.5.3   Material risk mitigation practices 


Operational risks are primarily mitigated through functional controls, which are integral elements of the 
Undertaking’s Risk Framework and independently validated on a regular basis.


C.5.4   Material risk sensitivities 


Each operational risk is rated regarding frequency and potential impact on an inherent basis (i.e. before 
effective control) and on a residual basis (i.e. taking into account effective controls) to create a current  
risk heat map. Control remediation action plans are put in place as and when required.


C.6   Other material risks 


In addition to the risks covered above, the Undertaking may in the future also be exposed to emerging 
risks. The Undertaking currently considers geopolitical risk, disruptive technology (including 
transformative technology for insurance distribution (‘InsurTech’) and cybersecurity issues) and regulatory 
changes on data protection and business conduct that can transform the insurance industry, as key 
emerging risks.


C.7   Any other information 


The Undertaking has a strategic role to support MetLife Europe d.a.c., therefore its success depends 
upon the success of this entity. The Undertaking reviews its risk exposures regularly and considers 
potential actions to align exposure to risk appetite. 
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D   Valuation for solvency purposes 


D.1   Assets 


Basis of valuation


The valuation of assets for Solvency II has been determined in line with the Solvency II Directive and 
related guidance.


Unless expressly stated in the notes below, the Undertaking has valued its assets at fair value. In order 
to establish the fair value of assets, the following guiding principle has been applied:


• Assets are valued at the amounts for which they could be exchanged between knowledgeable 
willing parties in an arm’s length transaction.


The determination of fair value of financial assets, which comprise substantially all of the assets of the 
Undertaking, is set out below.


Fair value of financial assets with active market


When available, the  fair value of financial assets is based on quoted prices in active markets that are 
readily and regularly obtainable. These are the most liquid of the Undertaking's financial assets, and 
valuation of these assets does not involve management's judgement.


Fair value of financial assets with no active market


When developing  fair values, where quoted prices are not available, the Undertaking uses one of three 
broad valuation techniques or a combination thereof: (i) the market approach, (ii) the income approach, 
and (iii) the cost approach.


The significant inputs to these valuation techniques are inputs that are observable in the market or can 
be derived principally from, or corroborated by, observable market data. When observable inputs are not 
available, inputs that are not observable in the market or cannot be derived principally from, or corroborated 
by, observable market data, are used. These unobservable inputs are based in large part on 
management's judgement or estimation, and cannot be supported by reference to the market activity. 
Even though these inputs are unobservable, management believes they are consistent with what other 
market participants would use when pricing such financial assets, and are considered appropriate given 
the circumstances. Actual results may differ materially from these estimates.


Such estimates are reviewed on an ongoing basis, and any difference recognised in the period in which 
the estimate is revised if the revision affects only that period, or in the period of the revision and future 
periods if the revision affects both current and future periods.


For deposits within one year of the balance sheet date, the Undertaking believes that the fair value is 
represented by the amounts realisable, on account of their short term nature.


The following table shows the assets of the Undertaking as reported in the Balance Sheet QRT SE.
02.01.16 under Solvency II, and comprises figures produced under both Solvency II and in the 
Undertaking's financial statements. The financial statements have been prepared in accordance with 
IFRS. 
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Assets of the Undertaking as at 31 December 2017 


Assets
Solvency II 


value
Reclassification 


differences
Valuation 


differences IFRS value
€'000 €'000 €'000 €'000


Deferred acquisition costs — — 5,221 5,221
Intangible assets — — 1,436 1,436
Deferred tax assets 14 — 321 335
Government Bonds 26,111 (248) — 25,863
Corporate Bonds 23,998 (253) — 23,745
Collective Investments 
Undertakings 43 — — 43
Reinsurance recoverables 16,902 (2,273) 51,453 66,082
Insurance and intermediaries 
receivables 8,119 53 — 8,172
Reinsurance receivables 14 2,273 457 2,744
Receivables (trade, not insurance) 4,844 501 535 5,880
Cash and cash equivalents 25,053 — — 25,053
Total Assets 105,098 53 59,423 164,574


The Solvency II liabilities are compared to the IFRS liabilities in section D3. The valuation differences 
between the Solvency and IFRS excess of assets over liabilities is set out in section E.1.2.  


The items on the Solvency II and IFRS balance sheet may be disclosed in different categories. The 
‘reclassification’ column above includes such amounts where there is a different classification between 
Solvency II and IFRS. There is no net bottom line reclassification difference between the assets in this 
section and the liabilities in section D3.
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D.1.1   Deferred acquisition costs 


Under Solvency II, deferred acquisition costs (DAC) do not represent a recognisable asset. Cash outflows 
on acquisition are expensed when incurred.


Under IFRS, the costs incurred during the financial year that are directly attributable to the successful 
acquisition of new business are deferred to the extent that they are expected to be recoverable out of 
future margins in revenues on these contracts. Accordingly, the two amounts differ on account of the 
different accounting policies applied.  


A portion of the DAC asset held for the Spain business is allocated to an Unearned Commission Asset 
(UCA) to reflect the clawback arrangement in place for associated commission payments. As commission 
is earned, it is moved to DAC. The gross UCA is disclosed in other assets and the ceded UCA is disclosed 
in other payables in IFRS. The UCA is not recognised under Solvency II. 


D.1.2   Intangible assets 


Intangible assets include those payments made to third party distributors for exclusive distribution rights 
obtained by the Undertaking.  


Under Solvency II, intangible assets are not recognised unless the Undertaking is able to sell the asset 
for a price derived from an active market. Thus the Undertaking does not recognise intangible assets 
under Solvency II.  


Under IFRS, intangible assets are stated at cost less accumulated depreciation. Intangible assets are 
recognised if the undiscounted future cash flows exceed the initial cost of the asset. Intangible assets 
are amortised over its useful life and amortisation methods are either proportional to expected profits or 
expected premiums. Accordingly, the two amounts differ on account of the different accounting policies 
applied.  


D.1.3   Deferred tax assets 


Under Solvency II, deferred tax assets are recognised on the estimated future tax effects of temporary 
differences, unused tax losses carried forward and unused tax credits carried forward. Deferred tax is 
only recognised where it is probable that it will be realised, i.e. that future taxable profits will be available 
against which deductible temporary differences can be utilised. Deferred tax is measured at the tax rates 
that are expected to apply in the period in which the liability is settled or the asset realised, based on the 
tax laws enacted or substantively enacted at the reporting date, on an undiscounted basis. When 
determining whether deferred tax assets can be realised, the Undertaking considers projected future 
taxable profits in excess of those profits arising from the reversal of existing taxable temporary differences.


Deferred tax assets are not set off against deferred tax liabilities, unless such assets and liabilities have 
arisen in the same tax jurisdiction, in line with local legislation and practice.


The principles under which deferred tax assets and liabilities are recognised under Solvency II are broadly 
similar to those under IFRS.


However, there are differences in the carrying value of underlying assets and liabilities, which give rise 
to temporary differences between carrying value and tax base. Accordingly, the two amounts differ on 
the balance sheets.
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The following table sets out the composition of the deferred tax balances under Solvency II, as at the 
reporting date, and a comparison against the deferred tax balances under IFRS:


Solvency II IFRS
2017 2017
€'000 €'000


Other local deferred items 74 74
Differences between Solvency II and IFRS balance sheet (355) —


Net deferred tax balance (281) 74


The following table sets out the changes in income tax rates since the previous reporting date which have 
impacted the deferred tax balance:


Current tax rate Previous tax rate


France 25.00% 28.00%


All branches are profitable under estimated local tax base. The following branches have net deferred tax 
assets:


2017 2016
€'000 €'000


Italy — 3,426
Slovakia — 247
Czech — 4
France 14 —


Total 14 3,677


The deferred tax asset in Italy is not recognized at year end 2017 for Solvency II or IFRS purposes. This 
is based on an assessment of the future recoverability of the asset including analysis of historical local 
taxable profits and projections of future local profits.


D.1.4   Investments  


Under Solvency II, investments are stated at fair value except for strategic participations (the Undertaking 
does not hold strategic participations). Financial assets and liabilities are recognised when the 
Undertaking becomes a party to the contractual provisions of the instrument.  All financial instruments 
reported at fair value are measured based on an exit price. 


The valuation techniques and source of pricing inputs used by the Undertaking for significant categories 
of investments are produced below:


D.1.4.1   Bonds 


Government bonds listed on a recognised exchange are valued using the quoted prices for identical 
instruments.


Government bonds which are not listed, are principally valued using the market approach. Valuations 
are based primarily on matrix pricing or other similar techniques using standard market observable inputs 
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including benchmark yields, issuer ratings, broker-dealer quotes, issuer spreads and reported trades of 
similar instruments, including those within the same sub-sector or with a similar maturity or credit rating.
Government bonds for which observable inputs are not available, are principally valued using the market 
approach. Valuations are based primarily on independent non-binding broker quotations and inputs 
including quoted prices for identical or similar instruments that are less liquid and based on lower levels 
of trading activity. Certain valuations are based on matrix pricing that utilise inputs that are unobservable 
or cannot be derived principally from, or corroborated by, observable market data, including credit spreads.


Corporate bonds listed on a recognised exchange are valued using quoted prices or quoted prices for 
similar assets.


Corporate bonds which are not listed, are principally valued using the market and income approaches. 
Valuations are based primarily on quoted prices for similar listed instruments in active markets, quoted 
market prices for similar listed instruments in markets that are not considered active, or using matrix 
pricing or other similar techniques that use standard market observable inputs such as benchmark yields, 
spreads off benchmark yields, new issuances, issuer rating, duration, and trades of identical or comparable 
instruments. Privately-placed instruments are valued using matrix pricing methodologies using standard 
market observable inputs and inputs derived from, or corroborated by, market observable data including 
market yield curve, duration, call provisions, observable prices and spreads for similar publicly traded or 
privately traded issues that incorporate the credit quality and industry sector of the issuer, and in certain 
cases, delta spread adjustments to reflect specific credit-related issues.


Corporate bonds for which observable inputs are not available, are principally valued using the market 
approach. Valuations are based primarily on matrix pricing or other similar techniques that utilise 
unobservable inputs or inputs that cannot be derived principally from, or corroborated by, observable 
market data, including illiquidity premium, delta spread adjustments to reflect specific credit-related issues, 
credit spreads, and inputs including quoted prices for similar instruments that are less liquid and based 
on lower levels of trading activity. Certain valuations are based on independent non-binding broker 
quotations.


Under IFRS, bonds are stated at fair value.  Accordingly, there are no differences between Solvency II 
and IFRS. 


D.1.4.2   Collective Investments Undertakings 


Collective investments undertakings are valued using the prices provided by the investment managers, 
that are based on their respective net asset values.


Under IFRS, collective investments undertakings are stated at fair value. Accordingly, there are no 
differences between Solvency II and IFRS. 


D.1.4.3   Deposits other than cash equivalents 


Deposits other than cash equivalents comprise of demand deposits. These are carried at fair value on 
the Solvency II balance sheet, which are based on the amounts due on demand.


Under IFRS, demand deposits are stated at carrying value which approximates to fair value. Accordingly, 
there is no difference between the two amounts. 
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D.1.5   Reinsurance recoverables 


Under Solvency II, reinsurance recoverables are valued using the cash-flow projection model similar to
that used to calculate the best estimate of liabilities.


The reinsurance recoverables are adjusted for expected defaults using internal assumptions. Further 
information on the best estimate of liabilities, its valuation methodology, basis and assumptions used can
be found in section D.2.


Under IFRS reinsurance recoverables are valued using the same methods used to calculate technical
provisions. Accordingly, there are differences between the value of reinsurance recoverables on the two 
balance sheets.


D.1.6   Insurance and intermediaries receivables 


This relates to the amounts due from policyholders, insurance intermediaries and other insurers linked 
to inward reinsurance business. 


Under Solvency II, these are stated at fair value. 


Under IFRS, receivables and other assets are recorded at cost less any irrecoverable amounts and are 
an approximation of the fair value of these assets.  Accordingly, there are no differences between Solvency 
II and IFRS. 


D.1.7   Reinsurance receivables 


Reinsurance receivables relate to claims and commissions settled but not yet paid by reinsurers. 


Under Solvency II, these are stated at fair value. 


Under IFRS, receivables and other assets are recorded at cost less any irrecoverable amounts and are 
an approximation of the fair value of these assets.  Accordingly, there are no differences between Solvency 
II and IFRS, other than those attributable to timing. 


D.1.8   Receivables (trade, not insurance) 


Under Solvency II, these are stated at fair value. 


Under IFRS, trade receivables are recorded at cost less any irrecoverable amounts and are an 
approximation of the fair value of these assets.  Accordingly, there are no differences between Solvency 
II and IFRS in relation to trade receivables. 
 
See section D.1.1 for details of gross UCA which is disclosed in other assets in IFRS but is not recognised 
under Solvency II. 


D.1.9   Cash and cash equivalents 


Cash and cash equivalents are carried at fair value on the Solvency II balance sheet, which is based on 
the amounts due on demand. 


Under IFRS, cash and cash equivalents are stated at carrying value which approximates to fair value.   
Accordingly, there is no difference between the two amounts.


Bank overdrafts are disclosed in debts owed to credit institutions in IFRS and Solvency II.
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D.1.10   Any other information on assets 


Estimation uncertainty
The key source of estimation uncertainty arises in deferred tax assets (section D.1.3).


Asset levelling
The following table provides an analysis of financial assets that are measured subsequent to initial 
recognition at fair value, grouped into Levels 1 to 4 on the degree to which the fair value is observable.


• Level 1: quoted prices in active markets for identical assets;
• Level 2: quoted prices in active markets for similar assets;
• Level 3: inputs other than quoted prices in active markets for identical or similar assets that are 


observable for the asset directly (i.e. as prices) or indirectly (i.e. derived from prices); and
• Level 4: inputs not based on observable market data.


Asset Category Level 1 Level 2 Level 3 Level 4


Total 
Solvency 


II
2017 2017 2017 2017 2017
€'000 €'000 €'000 €'000 €'000


Cash and cash equivalents 25,053 — — — 25,053
Corporate Bonds — 23,998 — — 23,998
Government Bonds — 26,111 — — 26,111
Investment funds 43 — — — 43
Total 25,096 50,109 — — 75,205


All other information has been disclosed in the preceding sections. 
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D.2   Technical provisions 


The technical provisions correspond to the current amount the Undertaking would have to pay if they 
were to transfer their insurance obligations immediately to another Undertaking.  The value of technical 
provisions are equal to the sum of a best estimate liability and a risk margin. The methodology employed 
in the calculation of the best estimate liability is covered in section D.2.3 and the risk margin is covered 
in section D.2.7.


The insurance obligations have been segmented into homogeneous risk groups (HRGs) when calculating 
the technical provisions. The approach to segmentation is covered in section D.2.1.


The best estimate liability includes two separate components:


• Premium provision, which allows for future benefits and expenses, net of future premiums, is 
calculated using a discounted cash flows approach, based on best estimated demographic and 
expense assumptions, and using the prescribed EIOPA yield curve for discounting. 


• Provisions for outstanding claims, which include a reserve for claims already reported but not 
settled (RBNS) and a reserve for claims assumed to have already been incurred but not reported 
(IBNR).


The above liabilities are calculated gross, without deduction of the amounts recoverable from reinsurance 
contracts. Such recoverable amounts are calculated separately and are covered in section D.2.4.


D.2.1   Segmentation 


Under Solvency II, undertakings should properly segment the business into the lines of business specified 
in the guidelines. The primary segmentation distinguishes between life and non-life insurance obligations. 
The distinction does not coincide  with the legal definition, but rather with how the contract is pursued on 
a similar technical basis, i.e. life insurance  will be considered a life insurance obligation and likewise 
non-life will be considered a non-life obligation.


Life business is segmented into seventeen lines of business. The non-life insurance obligations are further 
segmented into twelve lines of business.  In respect of the Undertaking, the following are the only lines 
of business:


• Miscellaneous Financial Loss; and
• Assistance


Miscellaneous Financial Loss includes ILOE and MPI. Assistance includes Travel Insurance.


D.2.2   Technical provisions split by line of business 


Technical provisions split by gross and net of reinsurance
Illustrated below is breakdown of gross and net technical provisions by line of business:


Line of 
Business


Gross of 
Reinsurance


Reinsurance 
Relief


Net of 
Reinsurance


Gross of 
Reinsurance


Reinsurance 
Relief


Net of 
Reinsurance


2017 2017 2017 2016 2016 2016
€'000 €'000 €'000 €'000 €'000 €'000


Assistance 96 (96) — 526 (42) 484
Miscellaneous 
financial loss 28,509 (16,806) 11,703 17,999 (11,962) 6,037
Total 
Technical 
Provisions 28,605 (16,902) 11,703 18,525 (12,004) 6,521
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Gross technical provisions split by best estimate liability and risk margin
The table below presents the breakdown of gross technical provisions by lines of business into Best 
Estimate Liability (BEL) and risk margin (methodology is covered in sections D.2.3 and D.2.7 respectively).


Line of 
Business BEL


Risk 
Margin


Gross Technical 
Provision under 


Solvency II BEL
Risk


Margin


Gross Technical
Provision under


Solvency II
2017 2017 2017 2016 2016 2016
€'000 €'000 €'000 €'000 €'000 €'000


Assistance 57 39 96 (239) 766 526


Miscellaneous 
financial loss 24,747 3,762 28,509 13,006 4,992 17,999


Total Gross 
Technical 
Provisions 24,804 3,801 28,605 12,767 5,758 18,525


Gross technical provisions increased by €10.1m from €18.5m in 2016 to €28.6m in 2017. Net technical 
provisions increased by €5.2m from €6.5m in 2016 to €11.7m in 2017. The change in net technical 
provisions is driven principally by the following:


• Data changes (+€1.1m): Data corrections in Italy increased the technical provisions.
• Assumption changes (+€1.4m): Assumption updates increased the technical provisions. This 


was driven in particular by updates to incidence rates in Spain and Italy and expense assumptions 
across the board, however the most material impact here was in Italy.


• Methodology changes (-€0.3m): Changes to SCR inputs, in particular inputs to the catastrophe 
risk and premium and reserve risk which decreased the SCR and consequently decreased the 
technical provisions through a reduction in the risk margin.


• Model changes (+€1.1m): There were some model updates in Italy. These resulted in an increase 
in the technical provisions.


• New corrections (+€2.8m): Reinsurance model adjustments in in Italy and Spain.
• New business, experience & market movements (-€0.9m): Changes in relation to new business, 


actual experience and market movements (e.g. interest rates), and roll forward of the technical 
provisions on the in-force business (release of cashflows and risk margin, unwind of discount 
rate). These reduced the technical provisions.


D.2.3   Best estimate 


D.2.3.1   Methodology for the calculation of the best estimate 


For all lines of business, the best estimate premium provision corresponds to the probability weighted 
average of future cash-flows taking account of the time value of money.


D.2.3.2   Cash-flow projections 


The cash-flow projections reflect the expected realistic future demographic, legal, medical, technological, 
social and economic developments over the lifetime of the insurance and reinsurance obligations. 


D.2.3.3   Recognition and derecognition of insurance and reinsurance contracts for solvency 
purposes 


The Undertaking observes the process of recognition and derecognition of its insurance obligations in 
line with the technical specifications, which states:


The calculation of the best estimate only includes future cash-flows associated with recognised obligations 
within the boundary of the contract.  No future business is taken into account for the calculation of technical 
provisions.
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An insurance obligation is initially recognised by insurance undertakings at whichever is the earlier of the 
date the Undertaking becomes a party to the contract that gives rise to the obligation or the date the 
insurance cover begins.


A contract is derecognised as an existing contract only when the obligation specified in the contract is 
extinguished, discharged, cancelled or expires.


D.2.3.4   Time horizon 


For all of the calculations of best estimate, a projection period of 50 years has been assumed. This 
adequately accounts for all material cash-flows in the portfolio.


D.2.3.5   Gross cash-flows 


The cash-flow projection used in the calculation of the best estimate takes account of all the cash in-and 
out-flows required to settle the insurance obligations over the time horizon.


D.2.3.6   Gross cash in-flows 


The best estimate includes items such as future premiums and other policyholder payments but does 
not take into account investment returns. Premiums which are due for payment by the valuation date are 
shown as a premium receivable on the balance sheet.


D.2.3.7   Gross cash out-flows 


The cash out-flows are calculated and include future benefits payable to the policyholders or beneficiaries, 
expenses that will be incurred in servicing insurance obligations, commissions, benefits and tax payments.


D.2.3.8   Non-Life insurance obligations 


The methodology applied by the Undertaking for the calculation of the premium provision and the 
outstanding claims provisions complies with the Non-Life insurance obligations (Article 36 of the Delegated 
Acts).


D.2.3.9   Valuation of future discretionary benefits 


This is not applicable to the Undertaking.


D.2.3.10   Claims Provision 


The outstanding claims reserves are “best estimate” balances common to US GAAP and IFRS and 
comprise those already RBNS and those IBNR.


For the Undertaking, the computation of RBNS does not generally require complex actuarial techniques, 
being a simple multiplication of a known benefit amount by a rate of declinature. RBNS is generally 
calculated by the Operations Function and booked by Finance, subject to consultation with Actuarial on 
declinature rates. For claims subject to periodic payments over a duration (in particular, payments for 
ILOE, where the maximum payment period and hence maximum number of payments is defined in the 
policy provisions), an assumption relative to the average expected number of payments is also used in 
the calculation of the RBNS reserve for claims reported. 


The computation of IBNR does require application of actuarial techniques of moderate complexity, based 
on extrapolation of historic claims and premiums data (using “claims triangle” or “loss ratio” techniques).
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D.2.4   Reinsurance recoverables 


The calculation of amounts recoverable from reinsurance contracts follow the same principles and 
methodology as presented above for the calculation of other parts of the technical provisions (i.e. premium 
provision and claims provisions respectively).


Where the timing of recoveries for direct payments markedly diverge this has been taken into account 
in the projection of cash-flows. Where the timing is sufficiently similar to that for direct payments the timing 
of direct payments has been used.


The amounts recoverable have been calculated consistently with the boundaries of the insurance 
contracts to which they relate.


The expenses incurred in relation to the management and administration of reinsurance contracts are 
allowed for in the calculation of the best estimate.


The amounts recoverable (excluding those related to RBNS and IBNR) from reinsurance contracts are 
adjusted to take account of expected losses due to default of the counterparty. This adjustment is 
calculated separately and is based on an assessment of the probability of default of the counterparty and 
the average loss-given-default.


Reinsurance recoverables related to the outstanding claims reserves are not adjusted for the probability 
of the default of the reinsurance counterparty. While this represents an exception to the prescribed 
approach from the regulations, the impact of using an alternative approach has been assessed and found 
immaterial for the claims provisions of the Undertaking. 


D.2.5   Discounting 


General 


Reinsurance recoverables related to the outstanding claims reserves are not discounted. While this 
represents an exception to the prescribed approach from the regulations, the impact of using an alternative 
approach has been assessed and found immaterial for the claims provisions of the Undertaking, in light 
of the short duration of the business. 


Illiquidity premium 


This is no longer relevant under Solvency II.


D.2.6   Calculation of technical provisions as a whole 


The calculation of technical provisions as a whole is not applicable to the Undertaking.


D.2.7   Risk margin 


The risk margin is calculated by line of business and is then added to the BEL in order to obtain the 
technical provisions by line of business. The risk margin is calculated by:


• Projecting the non-hedgeable SCR components at each future time period, using appropriate risk 
drivers;


• Aggregating the projected non-hedgeable SCR components using the prescribed correlation 
matrices;


• Taking a charge of 6% per annum on the run-off of the SCR; and 
• Discounting those amounts at the risk-free rates.
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D.2.8   Approximation of technical provisions 


Technical provisions - un-modelled business


Due to modelling or data limitations on certain lines of business, certain components of the BEL are 
allowed for via un-modelled adjustments (UA). The basis for the UA will vary from item to item.
 
Technical provisions - Paid-Up option


The Undertaking does not currently model the option to make policies paid up.


The paid up option is not available to the Undertaking, since the majority of this business is single premium 
(SP) and the regular premium business does not provide cover if the premium is not paid.


The Undertaking models surrender payments for SP business as this option is available to clients, where 
they switch cover to another provider or where there is an early repayment of the underlying loan for 
ILOE business.


D.2.9   Level of uncertainty associated with technical provisions 


Levels of uncertainty associated with technical provisions


In the calculation of technical provisions, it is necessary to make judgements, estimates and assumptions 
about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The 
estimates and associated assumptions are based on historical experience and other factors that are 
considered relevant. Actual results may differ from these estimates.


The estimates and underlying assumptions are reviewed on periodic basis.


Best estimate liability
The premium provision represents the present value of future benefits (events expected to occur in the 
future) to be paid to the policyholders or on behalf of the policyholders and related expenses less the 
present value of future premiums.


The key assumptions concerning the future, and other key sources of estimation uncertainty at the 
reporting date that could impact the valuation of the best estimate liability, are discussed below.


Key assumptions used in calculating the best estimate liability:


• Expected future economic conditions (limited to the risk-free interest rates for the Undertaking);
• Direct per policy maintenance expenses;
• Claims incidence rates based on selected published actuarial mortality tables; and
• Lapse rates based on expected surrender experience.


The reserve for RBNS claims represents a provision for future payments expected in relation to claims 
already incurred and reported to the Undertaking, and all related expenses.


Key assumptions used in calculating the best estimate RBNS are:


• Claims declinature rate; and
• Expected number of future payments (for claims payable as periodic amounts)


The reserve for IBNR claims represents a provision for future payments expected in relation to claims 
already incurred but not yet reported to the Undertaking, and all related expenses.


The only key assumptions for this type of provision, limited to cases where an Ultimate Loss Ratio (ULR) 
approach is used, is the definition of the ULR assumption.
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Expert judgement
Expert judgement is necessary in the calculation of the best estimate liability in a number of different 
ways:


• Selection of data to use, correcting errors and deciding on the treatment of outliers or extreme 
events;


• Selection of realistic assumptions and the period of data on which such assumptions are based;
• Selection of the valuation technique considering appropriate alternative methodologies;
• Incorporating appropriately in the calculations the environment under which the Undertaking 


operates its business; and
• Adjusting the data to reflect current or future conditions and adjusting external data to reflect the 


portfolio.


D.2.10   Matching adjustment 


This is not applicable to the Undertaking.


D.2.11   Volatility adjustment 


This is not applicable to the Undertaking.


D.2.12   Transitional risk-free interest rate-term structure 


This is not applicable to the Undertaking.


D.2.13   Transitional deduction 


This is not applicable to the Undertaking.


D.2.14   Differences between Solvency II valuation and IFRS 


The table and the associated explanations below provide key differences between technical provisions 
under Solvency II and those presented in the Undertaking's financial statements:


Analysis of Differences


Miscellaneous 
Financial Loss Assistance Total


2017 2017 2017
€'000 €'000 €'000


Gross Technical Provisions 
under IFRS 77,807 320 78,127
Assumption and Methodology 
Differences (57,429) (295) (57,724)
RBNS classification 
differences 4,369 32 4,401
Items in Solvency II not in 
IFRS (Risk Margin) 3,762 39 3,801
Gross Technical Provisions 
under Solvency II 28,509 96 28,605


There are many significant differences between the technical provisions in the financial statements under 
IFRS and the technical provisions under Solvency II.


Assumption and Methodology Differences
Solvency II and IFRS have different rules for classifying/grouping insurance contracts, and these rules 
affect the valuation of the liabilities.
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Solvency II capitalises all future profits, subject to contract boundaries, whereas IFRS generally does 
not. IFRS valuation adopts a net premium valuation methodology on regular premium business.


Solvency II assumptions are all best estimate whereas IFRS may apply Provisions for Adverse Deviations 
(PADs) to the assumptions used to value the reserves, according to classification rules.


Items in Solvency II but not in IFRS
Solvency II determines a risk margin based on the concept of the cost of capital (for risks that are not 
hedgeable), whereas this concept does not generally apply to IFRS (this might be considered as analogous 
to the PAD under IFRS).


Reclassification
RBNS balances are disclosed in technical provisions in Solvency II but in payables in IFRS.
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D.2.15   Information on Actuarial Methodologies and Assumptions 


Principal assumptions used in the determination of technical provisions


Solvency II requires assumptions to be based on best estimate. The assumptions are revised on a regular 
basis to adjust for recent experience and changes to market factors.


The principal assumptions used in the determination of technical provisions are included in this section 
but do not reflect all assumptions used.


Notes on the Assumptions


1. Demographic Assumptions


Mortality, morbidity and incidence rates (for ILOE business) assumptions are generally based on published 
tables updated to allow for the results of the experience studies. The published tables are generally 
country specific, and may be product specific. In many cases the original table will be selected by product 
and then used also for valuation. In some cases the table will be provided by a reinsurer.


Lapse/surrender/persistency assumptions tend to be Undertaking specific but may be influenced by 
market data. This is also true of unemployment claim rates particularly relevant to the Undertaking.


2. Expense Assumptions


Expense assumptions are based on the results of the expense studies. They are entirely Undertaking 
specific, not only in the manner that they reflect the plan expense base of the Undertaking, but also in 
the way that the Undertaking allocates expenses between acquisition and maintenance and by line of 
business.


The Undertaking writes primarily ILOE business sold in conjunction with life coverages issued by MetLife 
Europe d.a.c.


Expense assumptions are therefore determined jointly across both legal entities within the credit line of 
business, and are applied as a proportion of the relevant premium segmented between the 2 entities.


3. Economic Assumptions


Noting that Solvency II prescribes future capital market economic assumptions to be “risk neutral”, with 
risk free interest rates published by EIOPA, economic assumptions are effectively limited to expense 
inflation.
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D.3   Other liabilities 


Liabilities of the Undertaking as at 31 December 2017 


Liabilities
Solvency II 


value
Reclassification 


differences
Valuation 


differences IFRS value
€'000 €'000 €'000 €'000


Technical Provisions - Non-life 28,605 (4,401) 53,923 78,127
Deferred tax liabilities 295 (34) 261
Debts owed to credit institutions 685 — — 685
Insurance and intermediaries payable 19,138 4,401 — 23,539
Reinsurance payables 2,534 — 508 3,042
Payables (trade, not insurance) 1,336 53 — 1,389
Total Liabilities 52,593 53 54,397 107,043


Excess of assets over liabilities 52,505 — 5,026 57,531


The Solvency II assets are compared to the IFRS assets in section D.1. The valuation differences between 
the Solvency and IFRS excess of assets over liabilities is set out in section E.1.2.  


D.3.1   Deferred tax liabilities 


For further details, please refer to section D.1.3.


D.3.2   Other financial liabilities 


Other financial liabilities comprise of insurance and intermediaries payables, reinsurance payables, and
payables (trade, not insurance).


Under Solvency II, these are stated at fair value.


Under IFRS, trade payables comprise short-term payables which are recorded at cost and are an 
approximation of the fair value of these liabilities. Accordingly, there are no differences between Solvency 
II and IFRS in relation to trade payables. 
 
See section D.1.1 for details of ceded UCA which is disclosed in other payables in IFRS but is not 
recognised under Solvency II. 


D.3.3   Leasing 


The Undertaking does not hold any leases.


D.3.4   Employee benefits 


A portion of pension costs are allocated from MetLife Services European Economic Interest Group (MetLife
Services EEIG), MetLife Europe Services Limited (MESL) and MetLife Slovakia s.r.o (MetLife Services
Slovakia) and are not directly paid for by the Undertaking. These allocations are recognised as an expense
when incurred and any related accruals are included in intercompany payables. MetLife Services EEIG
and MESL make payments at agreed rates of the employee’s gross salary for each individual’s pension
fund, the assets of which are vested in independent trustees for the benefit of the employees and their
dependents.
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The Undertaking makes other payment directly towards pension plans for employees remunerated at 
branch level. Contributions towards these plans are recognised as an expense in the income statement. 
The Undertaking does not operate a defined benefit pension plan.


D.3.5   Risk management 


Information on risks relating to underwriting and reserving, asset-liability management, investment risk
management and liquidity risk management is set out in section C.


D.3.6   Level of uncertainty associated with other liabilities 


Due to the short term nature of the other liabilities obligations, the timing of outflows of economic benefits
is known with reasonable certainty.


D.4   Alternative methods for valuation 


Information in relation to assets that are not valued using quoted prices is set out in Section D.1.4.1.


D.5   Any other information 


All information has been disclosed in the preceding sections.
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E   Capital management 


E.1   Own funds 


E.1.1   Capital Management Policy 


The strategic objectives of capital management for the Undertaking are:


• Regulatory compliance: to ensure compliance with the Undertaking's regulatory capital 
requirements;


• Efficient allocation: to manage and allocate capital efficiently to achieve sustainable returns and 
facilitate growth objectives; and


• Financial strength: to ensure access to capital markets on competitive terms, so that the 
Undertaking’s overall cost of capital is minimised. 


Taken together, these strategic goals strengthen the Undertaking's ability to withstand losses from adverse 
business and market conditions, enhance its financial flexibility and serve the interests of all stakeholders.


Roles and Responsibilities


• The Board has ultimate responsibility for ensuring adequacy of capital for the Undertaking. 
• The CEO is responsible for guiding strategy and overall corporate risk appetite and ensuring that 


the right people are overseeing each function involved in capital management.
• The CFO is responsible for overseeing capital reporting and financial functions, capital allocation, 


and to cascade the CEO’s strategy, including risk appetite, to all relevant financial divisions.  
• The CRO ensures the composition and level of the Undertaking's capitalisation supports the 


Undertaking's  Risk Strategy and Appetite. The CRO is responsible for the systems and structures 
in place to manage and monitor risks. 


• The Finance Function has management responsibility for understanding capital consequences 
of investment strategies and decisions and coordination with relevant Treasury and Finance 
personnel to ensure that the capital considerations of investment decisions are properly vetted.


• Both the Risk Management Function and Finance Function ensure that adequate reporting is in 
place and capital requirement policies are followed correctly. 


Capital Management Framework


The Board is ultimately responsible for the sourcing, deployment and adequacy of capital (i.e. assets 
held other than those designated to meet policyholder and other Undertaking liabilities) and places 
significant reliance on the advice of the CFO and CRO who bear specific professional duties in this regard.


The Undertaking's capital is monitored through the capital management process and within the 
Undertaking's stated risk appetite limits. Any breaches of these limits is escalated in accordance with 
and as defined by any relevant regulatory or internal policies.


The Undertaking's risk appetite recognises the regulatory minimum standard, as it applies to technical 
provisions, own funds and capital under Solvency II, and sets the target ongoing solvency level in order 
to enable the Undertaking to withstand the financial implications of adverse experience.


Risk Appetite


The Undertaking has developed key risk appetite statements which apply on an on-going basis. The Risk 
Management Function reviews the Undertaking's actual risk exposure against the overall stated risk 
appetite on a regular basis, at least quarterly.


The Risk Appetite and Strategy identifies the agreed target solvency level and range for the Undertaking. 
The appropriateness of the risk appetite is evaluated as part of the Undertaking's ORSA process each 
year and is subject to change over time.
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Where deviations from the defined risk appetite measures occur, the Risk Management Function provides 
the Board with its opinion of the intensity of the deviation, along with a report on actions taken to address 
the deviation. Following this, the Board determines the materiality of deviations from the defined Risk 
Appetite measures, and whether such deviations are to be communicated to the regulator in accordance 
with CBI requirements.  


Capital Planning and Dividend Policy


The Finance Function develops and maintains the medium term capital plan considering the business 
and risk strategies. 


The capital planning process takes into account the following:


• The most recent business plan;
• Material new business;
• Any known management actions that are expected to materially affect the capital position;
• The planned dividend payments and any scheduled capital increases; and
• The outcome of the most recent Solvency II calculations and ORSA results. 


Proposed dividends are considered by the Board on a case by case basis taking into account the output 
of the ORSA, including the expected capital position over a 12 month time horizon and the risks to that 
capital position, but in any case would not result in the Undertaking going below its overall target solvency 
level.  


Capital and Liquidity Management


The Finance Function has the responsibility of managing the excess of assets over liabilities, per 
established guidelines. Investment of such capital is subject to the portfolio objective of meeting operating 
cash flow needs and generating a modest return enhancement above risk-free levels by taking moderate 
duration exposure and limited credit risk. Investments will generally be selected to minimise currency 
exposure relative to the relevant base currency.


Investment Guidelines are in place that govern the investment options for all assets owned by the 
Undertaking.
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E.1.2   Reconciliation of equity under IFRS to excess of assets over liabilities under 
Solvency II 


The Undertaking's excess of assets over liabilities (own funds) under Solvency II is different to the 
shareholders' equity in the financial statements prepared under IFRS. The table summarises the 
differences at 31 December 2017:


31-Dec-17 31-Dec-17
Section €'000 €'000


Assets under IFRS valuation D.1 164,574
Liabilities under IFRS valuation D.3 (107,043)
Equity per the IFRS financial statements 57,531


·  Valuation differences on technical provisions (net) D.2 2,470
·  Write off of deferred acquisition costs D.1.1 (5,221)
·  Write off of intangible assets D.1.2 (1,436)
·  Net unearned commission D.1.1 (27)
·  Net deferred tax D.1.3 (355)
·  Other adjustments (457)


(5,026)


Assets under Solvency II valuation D.1 105,098
Liabilities under Solvency II valuation D.3 (52,593)
Excess of assets over liabilities under Solvency II 52,505


Valuation differences occur due to different basis used for Solvency II reporting compared with IFRS. 
See the sections referenced above for details of the valuation differences.


E.1.3   Composition and quality of own funds 


The items reported in the own funds are split into three categories depending on different factors such
as quality, liquidity and timeline to availability when liabilities arise.


Tier one own funds include ordinary share capital, non-cumulative preference shares and relevant 
subordinated liabilities. Tier two own funds include cumulative preference shares and subordinated 
liabilities under a shorter duration. Tier three own funds include own funds which do not satisfy the Tier 
one or Tier two requirements. 


Composition and quality of own funds


All of the Undertaking's own funds are categorised as Tier one (ordinary share capital and share premium 
related to ordinary share capital) for Solvency II purposes, with the exception of net deferred tax assets 
of €0.01m (2016: €3.6m) which are categorised as Tier three.
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E.1.4   Capital instruments in issue 


Instrument Ordinary share capital
Tier Tier One
Permanence Yes
Subordination Last upon winding up
Redemption incentives None
Amount in Issue 2,048,388
Mandatory service costs None
Absence of encumbrance Yes


E.1.5   Movement in own funds 


31-Dec-17 31-Dec-16 Movement
€'000 €'000 €'000


Basic own funds
Tier One 52,491 54,847 (2,356)
Tier Two — — —
Tier Three 14 3,677 (3,663)
Total basic own 
funds 52,505 58,524 (6,019)


The Undertaking has no ancillary own funds.


Total own funds have decreased by €6m from €58.5m at 31 December 2016 to €52.5m at 31 December 
2017. This is primarily driven by:


• Business and capital market movements (+€3.7m).
• Deferred tax write off in Italy (-€4m). See section A.4 for further details.
• Model and process updates impacting technical provisions (-€6.1m). See section D.2.2 for further 


details. 
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E.1.6   Eligible amount of own funds to cover SCR and MCR 


31-Dec-17 31-Dec-16 Movement
€'000 €'000 €'000


Total own funds 52,505 58,524 (6,019)


Less:
   Restrictions — (378) 378
   Deductions — — —


Total eligible own funds for SCR 52,505 58,146 (5,641)


SCR 18,893 21,995 (3,102)


Solvency Ratio 278% 264% 14%


Total eligible own funds for MCR 52,491 54,847 (2,356)


MCR 4,723 5,499 (776)


As deferred tax assets are classified as Tier 3 capital, the allowable portion for inclusion in eligible own 
funds is restricted to 15% of the SCR calculation. This resulted in a restriction on the Undertaking's own 
funds at 31 December 2016. 


Loss absorbency
The Undertaking's Tier One own funds are immediately available to absorb losses. They absorb losses 
if there is any non-compliance with the SCR. 


E.1.7   Reconciliation reserve - key elements 


Reserve item Amount
31-Dec-17


€'000
Excess of assets over liabilities 52,505
Own shares (included as assets on the balance sheet) —
Foreseeable dividends, distributions and charges —
Other basic own funds items (13,649)
Adjustment for restricted own fund items of Matching Adjustment 
Portfolios (MAPs) and Ring Fenced Funds (RFFs) —
Reconciliation reserve before deduction for participations 38,856


E.1.8   Transitional arrangements 


The Undertaking has not reported transitional arrangements.


E.1.9   Ancillary own funds 


The Undertaking does not have ancillary own funds.
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E.1.10   Restrictions and deductions from own funds 


Refer to section E.1.6 for details.


E.1.11   Own funds - RFFs 


The Undertaking does not have RFFs.


E.1.12   Own funds - Planning and management 


The Undertaking's capital projection does not include any repayment of its capital items over the current 
and projected planning horizon or any plan to raise additional own funds. 


E.1.13   Own funds - Forecast 


The Undertaking projects its capital requirements over the five year planning horizon used within the
ORSA process. 
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E.2   Solvency Capital Requirement (SCR) and Minimum Capital Requirement 
(MCR) 


E.2.1   Approach to SCR and MCR 


Calibration of stresses


For the purpose of this section, the Undertaking has adopted the SF approach. This method uses stresses 
for each of the individual risks as calibrated by EIOPA. EIOPA also provides the standard correlation 
matrices for the purpose of aggregation.


Undertaking Specific Parameters (USPs) have not been used by the Undertaking.


Use of Matching Adjustments


This is not applicable to the Undertaking.


E.2.2   Overview of SCR SF calculation 


This section details the capital requirements for the Undertaking.


The assessment of the SCR using the SF approach is based on a modular approach consisting of a core 
of life; non-life; market; health and counterparty default risks with associated sub-modules. These are 
aggregated in the SF using correlation matrices, both at the sub-module and the main module level. An 
intangible asset module is then added (uncorrelated) to give the Basic Solvency Capital Requirement 
(BSCR). The operational risk component and adjustments for risk absorbing effect of future profit sharing 
and deferred taxes are then allowed for, to give the overall SCR.


Hence, the SCR is calculated as follows:


SCR = BSCR - Adj + SCRop


Where


• SCR = The Overall Standard Formula Capital Charge;
• BSCR = Basic Solvency Capital Requirement;
• Adj = Adjustment for Risk Absorbing Effect of Future Profit Sharing and Deferred Taxes; and
• SCRop = The Capital Charge for Operational Risk.


Here, the “delta-Net Asset Value” ( NAV) approach is used for capturing the impact of the underlying risk 
module. Note that the expression NAV has a sign convention whereby positive values signify a loss.


In order to calculate NAV, the base scenario as well as the stressed assets and liabilities will need to 
be calculated. The cashflows for each of these scenarios is then discounted to determine the 
corresponding present value of assets and liabilities. The difference between the base and the stressed 
assets and liabilities is the NAV.


The NAV is based on the Solvency II balance sheet that excludes the risk margin component of the 
technical provisions (i.e. uses only the best estimate liability component of the technical provisions). 
Furthermore when calculating NAV the following need to be allowed for:


• Risk Mitigation techniques (primarily reinsurance).
• Behaviour of policyholders (for the Undertaking, this is covered in the use of lapse rates as an 


assumptions). 


The Undertaking has calculated the non-life risk SCR module for its existing business and its expected 
new business over the next year. Premium risk under the non-life insurance is based on expected 
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premiums for the next twelve months. The stress scenarios for underwriting risks in life insurance and 
Similar to Life Techniques (SLT) health insurance are instantaneous and do not allow for future new 
business.


USPs in SCR calculation


The Undertaking is not using USPs pursuant to Article 104(7) of Directive 2009/138/EC.


E.2.3   SCR and MCR results 


SCR
The following table includes the SCR components. 


  31-Dec-17 31-Dec-16
€'000 €'000


SCR market risk 3,448 3,968
SCR counterparty default risk 3,057 3,165
SCR non-life underwriting risk 20,743 22,604
Aggregation (diversification effect) (10,517) (9,977)
Basic SCR 16,731 19,760
Operational risk SCR 2,162 2,235
Diversified SCR, excluding capital add-on 18,893 21,995
Capital add-on — —
SCR 18,893 21,995


Note that the above aggregation figure includes diversification at both the sub-module and module level. 
The figures above correspond to the sensitivities shown for each risk category in Section C, with additional 
allowance for diversification as per the Solvency II SF.


The SCR decreased by €3.1m from €22m in 2016 to €18.9m in 2017. This decrease in the SCR is primarily 
driven by the following methodology changes which impacted the non-life underwriting risk:


• Earned premium inputs to the premium and reserve risk and also the catastrophe risk were refined. 
This decreased the SCR (-€2.6m).


• The Slovakian assistance business was removed from the catastrophe risk calculation. This 
decreased the SCR (-€0.5m).


• The net of reinsurance best estimate of liabilities were removed from the premium and reserve risk 
calculation. This increased the SCR (+€0.7m).


The operational risk capital is calculated based on factors applied to the technical provisions and premiums 
for each line of business underwritten. This is subject to regulatory minimum capital holdings as shown 
in the QRT S.26.06 SCR - Operational Risk. The full details of this calculation are given in this QRT.


MCR


31-Dec-17 31-Dec-16
€'000 €'000


MCR 4,723 5,499
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The decrease in the MCR is primarily driven by:


The MCR floor was biting in 2016 and 2017, hence the reduction is as a result of changes in the SCR 
as described above.


Capital Add-Ons


The Undertaking is not currently subject to any capital add-on based on instructions from the supervisor.


E.2.4   Treatment of participating business 


This is not applicable to the Undertaking.


E.2.5   Risk mitigation techniques and future management actions 


Treatment of risk mitigation techniques


Section D2 highlights the risk mitigation techniques in place for the Undertaking. In this section, we 
highlight the risk mitigation techniques for which the Undertaking takes credit while calculating its SCR.


The following are the risk mitigation techniques allowed for in the SCR calculation of the Undertaking:


• Reinsurance: The business written by the Undertaking is heavily reinsured and, in particular, the 
credit business (ILOE) sold in Italy, Spain and Romania is ceded to reinsurers on the basis of 
proportional reinsurance treaties, with cession up to 95%. Reinsurance treaties in place include 
both arrangements with external and internal reinsurers. 


Treatment of future management actions


The Undertaking has not allowed for future management actions in the SCR calculation.


E.3   Use of the duration-based equity risk sub-module in the calculation of the 
SCR 


This is not applicable to the Undertaking.


E.4   Differences between the SF and any internal model used 


This is not applicable to the Undertaking.


E.5   Non-compliance with the MCR and non-compliance with the SCR 


The Undertaking has had own funds in excess of both the SCR and MCR requirements over the reporting 
period.  


E.6   Any other information 


All information has been disclosed in the preceding sections.
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Glossary of terms 
Undertaking MetLife Europe Insurance d.a.c.
Board The Board of Directors of the Undertaking


Business Unit
The Undertaking's branches and any business conducted under
Freedom to Provide Services


Solvency II Directive
European Commission Directive 2009/138/EC on the taking-up and
pursuit of the business of Insurance and Reinsurance


ALM Asset Liability Management
BCP Business Continuity Plan
BEC Branch Executive Committee
BEL Best Estimate Liability
BRC Board Risk Committee
BSCR Basic Solvency Capital Requirement
CBI Central Bank of Ireland (the Irish Regulatory Authority)
CASSA Cassa Integrazione Guadagni
CEO Chief Executive Officer
CF Controlled Function
CFO Chief Finance Officer
CLAS Credit Life Administration System
CRM Compliance Risk Management
CRO Chief Risk Officer
DAC Deferred Acquisition Costs
d.a.c. Designated Activity Company
DR Disaster Recovery
EEA European Economic Area


EIOPA
European Insurance and Occupational Pensions Authority (the
European Regulatory Authority)


EMC Executive Management Committee
EPIFP Expected Profit included in Future Premiums
ERC Executive Risk Committee
ERSA Enterprise Risk Self Assessment
EU European Union
FOS Freedom of Service
GAAP Generally Accepted Accounting Principles
HO Head Office
HR Human Resources
HRG Homogeneous Risk Group
IBNR Incurred But Not Reported
IFRS International Financial Reporting Standards
IIA Institute of Internal Auditors
ILOE Involuntary Loss of Employment
IT Information Technology
MAP Matching Adjustment Portfolio
MCR Minimum Capital Requirement
MPI Mobile Phone Insurance
NAV Net Asset Value
ORSA Own Risk and Solvency Assessment
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PAD Provision for Adverse Deviations
PCF Pre-Approval Controlled Function
PMC Product Management Committee
QRT Quantitative Reporting Template
RACC Risk, Audit and Compliance Committee
RBNS Reported But Not Settled
RFF Ring Fenced Fund
RM Risk Margin
RSR Regular Supervisory Report
SCR Solvency Capital Requirement
SF Solvency II Standard Formula
SFCR Solvency and Financial Condition Report
SLT Similar to Life Techniques
SP Single Premium
TCF Treating Customers Fairly
UA Un-modelled Adjustments
UCA Unearned Commission Asset
UK United Kingdom
ULR Ultimate Loss Ratio
USA United States of America
USPs Undertaking Specific Parameters
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Appendix 
Public QRTs
The attached document contains the Undertaking's public QRTs. 








MetLife Europe Insurance d.a.c. Public Disclosure QRTs 
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Solvency II



C0010



Assets



Intangible assets R0030 0



Deferred tax assets R0040 13,556



Pension benefit surplus R0050 0



Property, plant and equipment held for own use R0060 0



Investments (other than assets held for index-linked and unit-linked contracts) R0070 50,152,743



Property (other than for own use) R0080 0



Holdings in related undertakings, including participations R0090 0



Equities R0100 0



Equities - listed R0110 0



Equities - unlisted R0120 0



Bonds R0130 50,109,266



Government Bonds R0140 26,110,772



Corporate Bonds R0150 23,998,494



Structured Notes R0160 0



Collateralised Securities R0170 0



Collective Investments Undertakings R0180 43,478



Derivatives R0190 0



Deposits other than cash equivalents R0200 0



Other investments R0210 0



Assets held for index-linked and unit-linked contracts R0220 0



Loans and mortgages R0230 0



Loans on policies R0240 0



Loans and mortgages to individuals R0250 0



Other loans and mortgages R0260 0



Reinsurance recoverables R0270 16,901,865



Non-life and health similar to non-life R0280 16,901,865



Non-Life excluding Health R0290 16,901,865



Health similar to Non-Life R0300 0



Life and health similar to life, excluding health, index-linked and unit-linked R0310 0



Health similar to Life R0320 0



Life excluding Health and index-linked and unit-linked R0330 0



Life index-linked and unit-linked R0340 0



Deposits to cedants R0350 0



Insurance and intermediaries receivables R0360 8,118,731



Reinsurance receivables R0370 13,717



Receivables (trade, not insurance) R0380 4,844,305



Own Shares R0390 0



Amounts due in respect of own funds or initial fund called up but not paid in R0400 0



Cash and cash equivalents R0410 25,053,263



MetLife Europe Insurance d.a.c. 
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Balance sheet 



Any other assets, not elsewhere shown 



Total Assets



R0420 0



R0500 105,098,181
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Solvency II



C0010



Liabilities



Technical Provisions - Non-life R0510 28,604,570



Technical Provisions - Non-Life (excluding Health) R0520 28,604,570



TP calculated as a whole R0530 0



Best Estimate R0540 24,804,003



Risk Margin R0550 3,800,567



Technical Provisions - Health (similar to Non-Life) R0560 0



TP calculated as a whole R0570 0



Best Estimate R0580 0



Risk Margin R0590 0



Technical provisions - Life (excluding index-linked and unit-linked) R0600 0



Technical Provisions - Health (similar to Life) R0610 0



TP calculated as a whole R0620 0



Best Estimate R0630 0



Risk Margin R0640 0



Technical Provisions - Life (excl Health, index linked and unit-linked) R0650 0



TP calculated as a whole R0660 0



Best Estimate R0670 0



Risk Margin R0680 0



Technical provisions - index-linked and unit-linked R0690 0



TP calculated as a whole R0700 0



Best Estimate R0710 0



Risk Margin R0720 0



Contingent liabilities R0740 0



Provisions other than technical provisions R0750 0



Pension benefit obligations R0760 0



Deposits from reinsurers R0770 0



Deferred tax liabilities R0780 294,519



Derivatives R0790 0



Debts owed to credit institutions R0800 684,715



Financial liabilities other than debts owed to credit institutions R0810 0



Insurance and intermediaries payable R0820 19,137,615



Reinsurance payables R0830 2,534,416



Payables (trade, not insurance) R0840 1,337,058



Subordinated liabilities R0850 0



Subordinated liabilities not in BOF R0860 0



Subordinated liabilities in BOF R0870 0



Any other liabilities not elsewhere shown R0880 -0



Total Liabilities R0900 52,592,893



Excess of assets over liabilities R1000 52,505,288
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Medical expense 
insurance



Income 
protection 
insurance



Workers' 
compensation 



insurance



Motor vehicle 
liability 



insurance
Other motor insurance Marine, aviation and 



transport insurance



 C0010  C0020  C0030  C0040  C0050  C0060
Premiums written
Gross - Direct business R0110 0 0 0 0 0 0
Gross - Proportional reinsurance accepted R0120 0 0 0 0 0 0
Gross - Non-proportional reinsurance accepted R0130 0 0 0 0 0 0
Reinsurer's share R0140 0 0 0 0 0 0
Net R0200 0 0 0 0 0 0
Premiums earned
Gross - Direct business R0210 0 0 0 0 0 0
Gross - Proportional reinsurance accepted R0220 0 0 0 0 0 0
Gross - Non-proportional reinsurance accepted R0230 0 0 0 0 0 0
Reinsurer's share R0240 0 0 0 0 0 0
Net R0300 0 0 0 0 0 0
Claims incurred
Gross - Direct business R0310 0 0 0 0 0 0
Gross - Proportional reinsurance accepted R0320 0 0 0 0 0 0



Gross - Non-proportional reinsurance accepted R0330 0 0 0 0 0 0
Reinsurer's share R0340 0 0 0 0 0 0
Net R0400 0 0 0 0 0 0
Changes in other technical provisions
Gross - Direct business R0410 0 0 0 0 0 0
Gross - Proportional reinsurance accepted R0420 0 0 0 0 0 0
Gross - Non-proportional reinsurance accepted R0430 0 0 0 0 0 0
Reinsurer's share R0440 0 0 0 0 0 0
Net R0500 0 0 0 0 0 0
Expenses incurred R0550 -0 -0 0 0 0 0
Other expenses R1200
Total expenses R1300



Line of Business 



MetLife Europe Insurance d.a.c. 
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Premiums, claims and expenses by Line of Business 
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Fire and other damage 
to property insurance General liability insurance Credit and suretyship 



insurance
Legal expenses 



insurance Assistance Miscellaneous financial 
loss



 C0070  C0080  C0090  C0100  C0110  C0120



0 0 0 0 3,290,465 53,966,864
0 0 0 0 0 472,276
0 0 0 0 0 0
0 0 0 0 0 39,841,853
0 0 0 0 3,290,465 14,597,286



0 0 0 0 3,290,465 68,296,654
0 0 0 0 0 472,276
0 0 0 0 0 0
0 0 0 0 0 52,940,591
0 0 0 0 3,290,465 15,828,339



0 0 0 0 175,614 5,143,310
0 0 0 0 0 129,805



0 0 0 0 0 0
0 0 0 0 -0 4,336,794
0 0 0 0 175,614 936,321



0 0 0 0 -12,636 -5,496
0 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 -404,655
0 0 0 0 -12,636 399,159
0 0 0 0 2,555,282 15,987,327



 for Non-Life obligations



MetLife Europe Insurance d.a.c. 
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Premiums, claims and expenses by Line of Business 



R0110
R0120
R0130
R0140
R0200



R0210
R0220
R0230
R0240
R0300



R0310



Premiums written
Gross - Direct business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurer's share
Net
Premiums earned
Gross - Direct business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurer's share
Net
Claims incurred
Gross - Direct business
Gross - Proportional reinsurance accepted R0320



R0330



R0340
R0400



R0410
R0420
R0430
R0440
R0500
R0550
R1200



Gross - Non-proportional reinsurance accepted
Reinsurer's share
Net
Changes in other technical provisions
Gross - Direct business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurer's share
Net
Expenses incurred
Other expenses
Total expenses R1300
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Non-proportional health 
reinsurance



Non-proportional 
casualty reinsurance



Non-proportional marine, 
aviation and transport 



reinsurance



Non-proportional 
property reinsurance



 C0130  C0140  C0150  C0160  C0200



57,257,328
472,276



0 0 0 0 0
0 0 0 0 39,841,853
0 0 0 0 17,887,751



71,587,119
472,276



0 0 0 0 0
0 0 0 0 52,940,591
0 0 0 0 19,118,803



5,318,925
129,805



0 0 0 0 0
0 0 0 0 4,336,794
0 0 0 0 1,111,936



-18,132
0



0 0 0 0 0
0 0 0 0
0 0 0 0



-404,655



0 0 0 0
386,523



18,542,609



Line of Business for accepted non-proportional reinsurance



Non-Life insurance



MetLife Europe Insurance d.a.c. 
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Premiums, claims and expenses by Line of Business 



R0110
R0120
R0130
R0140
R0200



R0210
R0220
R0230
R0240
R0300



R0310



Premiums written
Gross - Direct business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurer's share
Net
Premiums earned
Gross - Direct business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurer's share
Net
Claims incurred
Gross - Direct business
Gross - Proportional reinsurance accepted R0320



R0330



R0340
R0400



R0410
R0420
R0430
R0440
R0500
R0550
R1200



Gross - Non-proportional reinsurance accepted
Reinsurer's share
Net
Changes in other technical provisions
Gross - Direct business
Gross - Proportional reinsurance accepted
Gross - Non-proportional reinsurance accepted
Reinsurer's share
Net
Expenses incurred
Other expenses
Total expenses R1300
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18,542,609
0











MetLife Europe Insurance d.a.c.



 S.05.02.02



Premiums, claims and expenses by country 



Home country Top 5 countries (by amount of gross premiums written) - non-life obligations Total Top 5 and home 
country



 C0010  C0020  C0030  C0040  C0050  C0060  C0070
R0010  IE ES IT SK RO PT



 C0080  C0090  C0100  C0110  C0120  C0130  C0140



Premiums written



Gross - Direct business



R0110



4,490,335.01 22,245,068.09 14,107,072.14 5,147,088.59 4,888,474.97 4,677,914.83 55,555,953.63
Gross - Proportional reinsurance accepted R0120 160,027.72 312,248.16 0.00 0.00 0.00 0.00 472,275.88
Gross - Non-proportional reinsurance accepted R0130 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Reinsurer's share R0140 918,087.78 21,411,709.40 12,041,046.34 633,434.37 4,684,643.61 29.22 39,688,950.72
Net R0200 3,732,274.95 1,145,606.85 2,066,025.80 4,513,654.22 203,831.36 4,677,885.61 16,339,278.79
Premiums earned
Gross - Direct business R0210 4,620,891.64 22,228,330.28 29,778,021.46 5,129,318.59 3,194,421.13 4,661,750.18 69,612,733.28
Gross - Proportional reinsurance accepted R0220 160,027.72 312,248.16 0.00 0.00 0.00 0.00 472,275.88
Gross - Non-proportional reinsurance accepted R0230 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Reinsurer's share R0240 918,087.78 21,395,808.48 27,514,768.73 633,434.37 2,325,560.41 29.22 52,787,688.99
Net R0300 3,862,831.58 1,144,769.96 2,263,252.73 4,495,884.22 868,860.72 4,661,720.96 17,297,320.17
Claims incurred
Gross - Direct business R0310 659,463.69 1,108,950.83 2,720,140.58 205,843.12 235,541.30 161,545.26 5,091,484.78
Gross - Proportional reinsurance accepted R0320 129,657.98 147.27 0.00 0.00 0.00 0.00 129,805.25
Gross - Non-proportional reinsurance accepted R0330 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Reinsurer's share R0340 541,424.20 1,053,292.65 2,422,264.48 131,475.84 164,807.74 -761.45 4,312,503.46
Net R0400 247,697.47 55,805.45 297,876.10 74,367.28 70,733.56 162,306.71 908,786.57
Changes in other technical provisions
Gross - Direct business R0410 0.00 -254.35 0.00 -12,636.39 0.00 0.00 -12,890.74
Gross - Proportional reinsurance accepted R0420 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Gross - Non-proportional reinsurance accepted R0430 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Reinsurer's share R0440 0.00 -30,638.56 -374,016.90 0.00 0.00 0.00 -404,655.46
Net R0500 0.00 30,384.21 374,016.90 -12,636.39 0.00 0.00 391,764.72
Expenses incurred R0550 2,631,493.48 3,465,448.25 2,491,165.81 3,952,871.69 611,093.53 4,073,544.09 17,225,616.85
Other expenses R1200 0.00
Total expenses R1300 2,631,493.48 3,465,448.25 2,491,165.81 3,952,871.69 611,093.53 4,073,544.09 17,225,616.85
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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



Legal 
expenses 
insurance



Assistance
Miscellaneous 
financial loss



Non-proportional 
health reinsurance



Non-proportional 
casualty reinsurance



Non-proportional marine, 
aviation and transport 



reinsurance



Non-proportional 
property reinsurance



C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110 C0120 C0130 C0140 C0150 C0160 C0170 C0180
Technical Provisions calculated as a whole R0010 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Total recoverables from reinsurance/SPV and Finite Re after adjustment R0050 0 0 0 0 0 0 0 0 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 0 0 0 0 0 0 0 0 0 0 -30,128 17,382,911 0 0 0 0 17,352,783
Total recoverables from reinsurance/SPV and Finite Re after adjustment R0140 0 0 0 0 0 0 0 0 0 0 24,317 12,424,883 0 0 0 0 12,449,200
Net best estimate of premium provisions R0150 0 0 0 0 0 0 0 0 0 0 -54,445 4,958,028 0 0 0 0 4,903,583



Claims Provisions
Gross - Total R0160 0 0 0 0 0 0 0 0 0 0 87,118 7,364,102 0 0 0 0 7,451,220
Total recoverables from reinsurance/SPV and Finite Re after adjustment R0240 0 0 0 0 0 0 0 0 0 0 71,406 4,381,259 0 0 0 0 4,452,665
Net best estimate of claim provisions R0250 0 0 0 0 0 0 0 0 0 0 15,712 2,982,843 0 0 0 0 2,998,555



Total Best Estimate - Gross R0260 0 0 0 0 0 0 0 0 0 0 56,990 24,747,013 0 0 0 0 24,804,003
Total Best Estimate - Net R0270 0 0 0 0 0 0 0 0 0 0 -38,733 7,940,871 0 0 0 0 7,902,138



Risk Margin R0280 0 0 0 0 0 0 0 0 0 0 38,594 3,761,973 0 0 0 0 3,800,567



Amount of the transitional on Technical Provisions
Technical Provisions calculated as a whole R0290 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Best Estimate R0300 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Risk Margin R0310 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Technical Provisions - total
Technical Provisions - total R0320 0 0 0 0 0 0 0 0 0 0 95,584 28,508,986 0 0 0 0 28,604,570
Total recoverables from reinsurance/SPV and Finite Re after adjustment R0330 0 0 0 0 0 0 0 0 0 0 95,723 16,806,143 0 0 0 0 16,901,865
Technical provisions minus recoverables from reinsurance/SPV and Finite Re R0340 0 0 0 0 0 0 0 0 0 0 -139 11,702,844 0 0 0 0 11,702,704



Direct business and accepted proportional reinsurance Accepted non-proportional reinsurance



Non-Life insurance



MetLife Europe Insurance d.a.c. 
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Non-Life Technical Provisions 



8











Z0020



0 1 2 3 4 5 6 7 8 9 10 & + In Current year Sum of years



C0010 C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0110 C0170 C0180



Prior R0100 0 0 0



N - 9 R0160 183,720 936,367 676,204 69,922 18,424 3,681 0 0 0 0 0 1,888,318



N - 8 R0170 942,923 6,930,098 1,319,785 123,032 18,438 15,756 4,129 4,103 0 0 9,358,265



N - 7 R0180 2,216,886 6,043,364 864,129 55,355 8,087 5,323 787 0 0 9,193,932



N - 6 R0190 1,743,879 4,631,590 712,041 35,707 3,939 4,823 0 0 7,131,979



N - 5 R0200 1,398,964 4,100,993 1,537,582 88,096 35,000 19,346 19,346 7,179,982



N - 4 R0210 1,911,125 7,198,738 1,230,554 116,171 22,978 22,978 10,479,567



N - 3 R0220 4,308,126 6,044,859 943,098 78,847 78,847 11,374,931



N - 2 R0230 3,495,723 4,622,693 704,542 704,542 8,822,958



N - 1 R0240 2,705,547 3,519,911 3,519,911 6,225,458



N R0250 2,221,532 2,221,532 2,221,532



Total R0260 6,567,157 73,876,921



Accident year / Underwriting year Accident year



Gross Claims Paid (non-cumulative)
Development year
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Non-life Insurance Claims Information 
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Z0020



0 1 2 3 4 5 6 7 8 9 10 & + Year end (discounted data)



C0200 C0210 C0220 C0230 C0240 C0250 C0260 C0270 C0280 C0290 C0300 C0360



Prior R0300 13,102 13,102



N - 9 R0360 0 0 0 0 0 0 0 0 101,026 101,026 101,026



N - 8 R0370 0 0 0 0 0 0 0 329,583 317,375 317,375



N - 7 R0380 0 0 0 0 0 0 265,313 254,569 254,569



N - 6 R0390 0 0 0 0 0 274,991 272,482 272,482



N - 5 R0400 0 0 0 0 312,678 298,219 298,219



N - 4 R0410 0 0 0 175,770 225,019 225,019



N - 3 R0420 0 0 198,826 211,249 211,249



N - 2 R0430 0 910,201 205,821 205,821



N - 1 R0440 5,356,830 999,856 999,856



N R0450 4,552,503 4,552,503



Total R0460 7,451,219



Development year



Accident year / Underwriting year Accident year



Gross Undiscounted Best Estimate Claims Provisions
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Non-life Insurance Claims Information 
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MetLife Europe Insurance d.a.c.



 S.23.01.01



Own Funds



Total Tier 1 - unrestricted Tier 1 - restricted Tier 2 Tier 3



C0010 C0020 C0030 C0040 C0050
Basic Own Funds



Ordinary share capital (gross of own shares) R0010 2,048,387 2,048,387 - 



Share premium related to ordinary share capital R0030 11,586,613 11,586,613 - 



Initial funds, members' contributions R0040 - - - 



Subordinated mutual member accounts R0050 - - - - 



Surplus funds R0070 - - 



Preference shares R0090 - - - - 



Share premium related to preference shares R0110 - - - - 



Reconciliation reserve before deduction for participations R0130 38,856,732 38,856,732



Subordinated liabilities R0140 - - - - 



An amount equal to the value of net deferred tax assets R0160 13,557 13,557



Other items approved by supervisory authority as basic own funds - Group R0180 - - - - - 



Own funds not represented by the reconciliation reserve R0220 - 
Deductions not included in the reconciliation reserve



Deductions for participations in financial and credit institutions R0230 - - - - 



Total basic own funds after adjustments R0290 52,505,288 52,491,732 - - 13,557



Ancillary Own Funds



Unpaid and uncalled ordinary share capital R0300 - - 



Unpaid and uncalled initial funds R0310 - - 



Unpaid and uncalled preference share capital R0320 - - - 



Commitment to subscribe and pay for subordinated liabilities R0330 - - - 



Letters of credit and guarantees under Article 96(2) R0340 - - 



Letters of credit and guarantees other than under Article 96(2) R0350 - - - 



Supplementary members calls under Article 96(3) R0360 - - 



Supplementary members calls other than under Article 96(3) R0370 - - - 



Other ancillary own funds R0390 - - - 



Total ancillary own funds R0400 - - - 
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Own Funds



Total Tier 1 - unrestricted Tier 1 - restricted Tier 2 Tier 3



C0010 C0020 C0030 C0040 C0050



Available and eligible own funds



Total available own funds to meet the SCR R0500 52,505,288 52,491,732 - - 13,557



Total available own funds to meet the MCR R0510 52,491,732 52,491,732 - - 



Total eligible own funds to meet the SCR R0540 52,505,288 52,491,732 - - 13,557



Total eligible own funds to meet the MCR R0550 52,491,732 52,491,732 - - 



Solvency Capital Requirement R0580 18,892,627



Minimum Capital Requirement R0600 4,723,157



Ratio of Eligible own funds to SCR R0620 2.7791



Ratio of Eligible own funds to MCR R0640 11.1137



Reconciliation reserve C0060



Excess of assets over liabilities R0700 52,505,288



Own shares (held directly and indirectly) R0710 - 



Forseeable dividends, distributions and charges R0720 - 



Other basic own funds items R0730 13,648,557



Adjustment for restricted own fund items of MAPs and RFFs R0740 - 



Reconciliation reserve before deduction for participations R0760 38,856,732



Expected profits



Expected profits included in future premiums (EPIFP) - Life business R0770 - 



Expected profits included in future premiums (EPIFP) - Non-Life business R0780 4,212,096



Total Expected profits included in future premiums (EPIFP) R0790 4,212,096
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Gross solvency capital requirement USP Simplifications



C0040 C0090 C0010
Market risk R0010 2,160,470
Counterparty default risk R0020 2,868,166
Life underwriting risk R0030 0 None None
Health underwriting risk R0040 0 None None
Non-life underwriting risk R0050 14,390,989 None None
Diversification R0060 -2,688,987
Intangible asset risk R0070 0
Basic Solvency Capital Requirement R0100 16,730,639



Calculation of Solvency Capital Requirement C0100
Operational risk R0130 2,161,988
Loss-absorbing capacity of technical provisions R0140 0
Loss absorbing capacity of deferred taxes R0150 0
Capital requirement in accordance with Art 4 of Directive 2003/41/EC R0160 0
Solvency capital requirement excluding capital add-on R0200 18,892,627
Capital add-ons already set R0210 0
Solvency capital requirement R0220 18,892,627
Other information on SCR
Capital requirement for duration-based equity risk sub-module R0400 0
Notional Solvency Capital Requirements for remaining part R0410 0
Notional Solvency Capital Requirement for ring fenced funds R0420 0
Notional Solvency Capital Requirements for matching adjustment portfolios R0430 0
Diversification effects due to RFF nSCR aggregation for article 304 R0440 0



MetLife Europe Insurance d.a.c. 



  S.25.01.21 



Solvency Capital Requirement - for undertakings on Standard Formula 
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MetLife Europe Insurance d.a.c.



 S.28.01.01



Minimum Capital Requirement



MCR Components Background Information



Non-Life activities Non-Life activities



MCR (NL, NL) Result



C0010



Linear formula component for non-life insurance and reinsurance 
obligations R0010 3,696,731



Net (of reinsurance/
SPV) best estimate 
and TP calculated 



as a whole



Net (of reinsurance)
written premiums in
the last 12 months



C0020 C0030



Medical expense insurance and proportional reinsurance R0020 - - 



Income Protection insurance and proportional reinsurance R0030 - - 



Workers' compensation insurance and proportional reinsurance R0040 - - 



Motor vehicle liability insurance and proportional reinsurance R0050 - - 



Other motor insurance and proportional reinsurance R0060 - - 



Marine, aviation and transport insurance and proportional reinsurance R0070 - - 



Fire and other damage to property insurance and proportional reinsurance R0080 - - 



General liability insurance and proportional reinsurance R0090 - - 



Credit and Suretyship insurance and proportional reinsurance R0100 - - 



Legal expenses insurance and proportional reinsurance R0110 - - 



Assistance and proportional reinsurance R0120 - 3,220,400



Miscellaneous financial loss insurance and proportional reinsurance R0130 7,940,884 15,950,758



Non-proportional Health reinsurance R0140 - - 



Non-proportional casualty reinsurance R0150 - - 



Non-proportional marine, aviation and transport reinsurance R0160 - - 



Non-proportional property reinsurance R0170 - - 
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MetLife Europe Insurance d.a.c.



 S.28.01.01



Minimum Capital Requirement



Non-Life activities Non-Life activities



C0040



Linear formula component for life insurance and reinsurance obligations R0200 - 



Net (of reinsurance/
SPV) best estimate 
and TP calculated 



as a whole



Net (of 
reinsurance/SPV) total 



capital at risk



C0050 C0060



Obligations with profit participation - guaranteed benefits R0210 - 



Obligations with profit participation - future discretionary benefits R0220 - 



Index-linked and unit-linked insurance obligations R0230 - 



Other life (re)insurance and health (re)insurance obligations R0240 - 



Total capital at risk for all life (re)insurance obligations R0250 - 



Overall MCR calculation C0070



Linear MCR R0300 3,696,731 - 



SCR R0310 18,892,627 - 



MCR cap R0320 8,501,682 - 



MCR floor R0330 4,723,157 - 



Combined MCR R0340 4,723,157 - 



Absolute floor of the MCR R0350 2,500,000 - 



Minimum Capital Requirement R0400 4,723,157 - 
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Executive Summary 


Background


This document is prepared according to the regulations included in Art.284 of the Law on Insurance
Activity.


MetLife Towarzystwo Ubezpieczen na Zycie i Reasekuracji S.A. (the Undertaking) is a Polish incorporated
entity domiciled in Poland and is authorized by the Polish Financial Supervisory Authority (KNF) to transact
life assurance business in group I, II, III, IV and V as defined by Insurance Activities Act, dated September
11th, 2015 with subsequent amendments.


The Undertaking’s immediate parent company is MetLife EU Holding Company Limited (MetLife EU) and
its ultimate parent company is MetLife Inc., a company domiciled in the United States of America (USA).


The Undertaking operates via Freedom of Service (FOS) in Lithuania and Latvia.


The Regular Supervisory Report (RSR) is a private document for KNF submission only. It is required at
least once every three years but the KNF have discretion to request the Undertaking to submit the RSR
at the end of any financial year. KNF requested that the Undertaking would provide a full RSR for 2017.


The RSR is prepared pursuant to the Commission Delegated Regulation (EU) 2015/35 (The Delegated
Acts) and the EIOPA Final Report on Public Consultation No. 14/047.


Summary


The following provides a summary by section and notes any material changes during the year.  


A - Business and Performance


Significant business events


In 2017 the Undertaking paid a dividend of PLN 277m to MetLife EU. The Management Board is satisfied
that there is sufficient solvency cover, based on the Own Risk and Solvency Assessment (ORSA), to
support the payment of the dividend.


The Undertaking launched a new strategy in 2016, which aims to transform MetLife Inc. by focusing on
cash, competitors and customers. To execute its strategy MetLife Inc., has identified "enablers" such as
leveraging digital to help drive transformation and combat customer confusion and hidden costs by
focusing on simplifying operations. In line with this strategy the Undertaking is embarking on a program
of transformation with a commitment to streamlining processes and lowering its cost base. The
Undertaking is evaluating processes with the view of simplifying or automating where possible to ensure
it can continually adapt to the environment it operates in.


The Solvency II regulatory framework was implemented on 1 January 2016. In May 2017 the Undertaking
made its first submission of the annual Quantitative Reporting Templates (QRTs), the SFCR and the
Regular Supervisory Report (RSR).


Business performance


The financial statements are prepared under Polish GAAP (PSR). The PSR profit remained relatively
stable over the reporting period (PLN 179m in 2017 compared to PLN 177m in 2016).


There are no material qualitative changes by line of business or by geographical segment over the
reporting period.
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B - Systems of Governance


Governance structure and roles


The key organs of the system of governance are the Management Board, Supervisory Board and the
various committees (Audit Committee, Risk Committee). There has been no material changes to the
systems of governance over the reporting period.


As of 26 March 2018, due to personal reasons, Mr Łukasz Kalinowski resigned from the role of the
Chairman of Management Board. On 27 March 2018 Shareholder Meeting appointed Mr Mirosław Kisyk
as the Chairman of Management Board. The appointment is pending approval of the Financial Supervison
Authority.


The governance structure is supported by key functions of the Undertaking, which include: Internal Audit,
Compliance, Risk Management, Actuarial Function and Chief Accountant.


Fit and proper requirements


Fit and proper requirements for persons holding key functions exists in the Undertaking, which is in
accordance with the requirements of the Insurance Activity Act. Persons performing key functions in the
Undertaking, to whom fit and proper requirements apply are Members of the Management Board and
Supervisory Board, persons supervising other key functions as listed above.


The Undertaking fulfills the obligation to obtain consent/ inform KNF about the appointment of persons
fulfilling key functions by submitting documents required by law and confirming information on meeting
relevant fit and proper requirements.


Risk management and internal controls


The Risk Management Framework sets out the approaches to risk management to be followed by all
associates in their capacity as executives, management and staff.


The key objectives of the Risk Management Framework are to:
• Promote a strong risk culture in the Undertaking, rooted in the Undertaking’s purpose and values, in


particular customer protection;
• Ensure consistent, systematic management of risks; and
• Enable decision makers to efficiently direct the Undertaking’s resources to attractive business


opportunities that are within the Board’s risk appetite.


A key element of risk management is the ORSA. The ORSA is a bespoke strategic analysis which links
together all pillars of Solvency II and all areas of the Undertaking. It enables the Management Board to
understand the risks faced, and how they translate into capital needs or alternatively require mitigation
actions.


The ORSA process is an ongoing and continuous process, of which the annual report is a complete
board-level roundup at a point in time providing a meaningful and useful report to the Board. The results
of the ORSA process and the insights gained in the process provide input into risk management, long-
term capital management, business planning and product development and design


The Undertaking’s Control Framework promotes the importance of having appropriate internal controls
and ensuring that all associates are aware of their role in the internal control system. The Control
Framework sets out clear standards for the design, operation, validation and oversight of the system of
Internal Control. It defines how effective internal control is achieved through joint responsibilities of the
general managers and the Heads of Functions.
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C - Risk Profile


The Undertaking is exposed to underwriting, market, credit, liquidity and operational risk. Overall the risk
profile remained relatively stable over the year with risk exposures moving in line with business mix and
volumes.


Underwriting risk includes mortality risk, longevity risk, morbidity risk, policyholder-behaviour risk, expense
risk and catastrophic risk. Underwriting risks are primarily mitigated through diversification and single-
exposure limits for different risk components. Risks in excess of such limits can be accepted but must
be reinsured.


The Undertaking is exposed to market risks, including interest rates due to timing differences of asset
and liability cash flows and basis differences between valuation rates and equity markets through revenues
that depend on the value of investments covering unit-linked policies. Market risks are primarily mitigated
through aligning assets and liabilities, in particular in terms of currencies and timing of cash flows.


The Undertaking is exposed to credit risks, i.e. the risk of a value decrease of assets or increase of
liabilities due to the default of third parties, or the increase of the probability of such a default and/or the
associated loss. The two main areas of credit risk for the Undertaking are the Investment portfolio and
reinsurance. These risks are identified and assessed as part of the Asset Liability Management (‘ALM’)
and reinsurance process, in which the creditworthiness of all obligors is monitored.


The Undertaking is exposed to liquidity risk, which is managed by providing adequate match of liquid
assets to cash outflows coming from matured liabilities. Taking into account assets and liabilities structure
and liquidity buffer the liquidity risk is assessed as low. These risks are identified and assessed as part
of the Asset Liability Management (‘ALM’) process and is monitored by Risk management function.


The Undertaking is exposed to operational risk, which is inseparable part of business activity, that's why
the Undertaking manages operational risk with due care.  The Undertaking is exposed to operational risk
consistent with other financial institutions, including the impact of changes in the regulatory and legal
environments and complex modeling for financial reporting and solvency reporting. Operational risks are
identified and assessed with regards to their frequency and potential impact as part of the risk management
process, in which risks and controls are documented.


In addition to the risks covered above, the Undertaking is exposed to strategic risks, which are identified
through the annual external factors analysis, like political, regulatory, economic, social and technological.
The management of strategic risks is addressed by the leadership team of each operating company.


D - Valuation for solvency purposes


Assets


Assets are valued at fair value for Solvency II. This represents the amounts for which the assets could
be exchanged between knowledgeable willing parties in an arm’s length transaction. The main valuation
differences between Solvency II and PSR relate to:
• Deferred acquisition costs and intangible assets, which are not recognised under Solvency II;
• Bonds classified as HTM under PSR, which are valued at amortized cost under PSR and at fair value


under Solvency II;
• Affiliates held at equity pick-up under PSR and under modified equity pick-up under Solvency II (with


main differences being derecognition of intangible assets and DAC from balance sheets of affiliates,
derecognition of goodwill recognized under PSR and revaluation of real estate under Solvency II).
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Technical Provisions


The technical provisions correspond to the current amount the Undertaking would have to pay if they
were to transfer their insurance obligations immediately to another undertaking.  The value of technical
provisions are equal to the sum of a best estimate liability and a risk margin. The option to calculate
technical provisions as a whole is not used. The best estimate liability is calculated gross, without deduction
of the amounts recoverable from reinsurance contracts. Such recoverable amounts are calculated
separately.


E - Capital Management


Capital Management Policy


Strategic aims of capital management comprise:
• Compliance - ensuring compliance with legal requirements regarding capital requirements;
• Effective allocation - effective management and allocation of capital in order to achieve balanced


gains and development and growth of the Undertaking;
• Financial strength - in order to ensure effective access to capital, to minimize total cost of capital.


There has been no material changes to capital management policy over the reporting period. 


Own funds and SCR


The SCR is calculated using the standard formula approach. This method uses stresses for each of the
individual risks as calibrated by EIOPA. EIOPA also provides the standard correlation matrices for the
purpose of aggregation. It is based on a modular approach consisting of a core of life, non-life, market,
health and counterparty default risks with associated sub-modules. These are aggregated using
correlation matrices, both at the sub-module and the main module level. The operational risk component
and adjustments for the risk absorbing effect of future profit sharing and deferred taxes are then allowed
for, to give the overall SCR.


The own funds, SCR, solvency ratio and Minimum Capital Requirement (MCR) are as follows:


2017 2016 Movement
PLN'm PLN'm PLN'm


Total own funds 1,168 1,625 (457)


Less:
   Restrictions — — —
   Deductions — — —


Total eligible own funds 1,168 1,625 (457)


SCR 270 298 (29)


Solvency Ratio 4.33 5.44 (1.11)


MCR 121 134 (13)


Total own funds reported in 2016 did not include a foreseeable dividend which was planned to be paid
in 2017, an amount of PLN 277m. If this planned dividend had been included in total own funds as at
end of 2016, then their value would decrease from PLN 1,625 m to PLN 1,348m.
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Taking this adjustment into consideration, the amount of own funds has moved from PLN 1,348m in 2016
to PLN 1,168m in 2017, which means decrease of PLN 180 million, this decrease is mainly caused by
the dividend payment and decrease of deferred tax liability (being result of decrease of assets caused
by dividend payment and surrenders and maturities of portfolio).


The SCR decreased by PLN 29m from PLN 298m in 2016 to PLN 270m in 2017. This is primarily due to
reduction of concentration and counterparty default risks and also from run-off of the insurance portfolio
(maturities), which itself has impact on various risk modules.


As a result, the solvency ratio decreased from 544% in 2016 to 433% in 2017.


The Undertaking has had own funds in excess of both the SCR and MCR requirements over the reporting
period.


Approval


The SFCR was approved by the Management Board on 27 04 2018.
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A   Business and Performance 
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A.1   Business 


A.1.1   Overview 


MetLife TUnZiR S.A. (referred to in this document as the "Undertaking") is one of the oldest insurance
undertakings operating in the Polish market. Established in 1990 under the brand of Amplico Life First
American-Polish Life Insurance and Reinsurance Company JSC it quickly became one of the most
recognized insurance undertakings. Starting from May 2014 the Undertaking is operating under the
MetLife brand. This is the consequence of the acquisition of American Life Insurance Company (ALICO)
by MetLife Inc. in 2010.


The undertaking is a wholly owned subsidiary of MetLife EU Holding Company Limited, domiciled in
Ireland. the undertaking's ultimate parent is MetLife Inc. domiciled in USA. The simplified structure of the
group is presented below:


The Undertaking is a licensed life insurance undertaking which offers wide range of life insurance products,
e.g. life coverage, accident & health, investment and pension. It operates mainly in Poland and had
branches in Latvia and Lithuania  which were liquidated on October 23rd, 2015 and February 29th, 2016
respectively. From March 1, 2015 the Undertaking is operating in Latvia and Lithuania via the Freedom
of Service (FOS) authorization.


See section A.2   Underwriting Performance for a description of the Undertaking's material lines of business
and material geographical areas where it carries out business.







The undertaking is supervised by Polish Financial Supervisory Authority.  
The Group is regulated by Central Bank of Ireland, PO Box 559 Dame Street, Dublin 2.


The auditor of the Undertaking is  Mr Łukasz Linek, certified auditor (No 12696) acting on behalf of the
entity authorized to audit.


The entity authorized to audit the Undertaking's financial statements is Deloitte Audyt spółka z ograniczoną
odpowiedzialnoscią sp. k. (acting, until March 18, 2018 under the name of Deloitte Polska Spółka z
ograniczoną odpowiedzialnoscią Sp. k.)  with seat in Warsaw, al. Jana Pawła II 22, registered at KIBR
under the entry No. 73.
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A.1.2   Significant business and external events 


1. Financial and economic environment: 


According to the IMF projection, the world economy recorded in 2017 an increase of 3.7 per cent,
which is 0.1 per cent higher than originally forecast. The countries of Europe and Asia were positively
surprised here. The economies of developed countries grew on average at the rate of 2.3 percent,
while the economies of developing countries at the rate of 4.7 percent. This time, in contrast to 2016,
the acceleration of growth was characterized by a wide range and concerned most countries.


The Polish economy was growing at a pace exceeding the growth in the euro zone (2.4%), but slightly
below the level of the economies of European developing countries (5.2%). According to preliminary
estimates of Poland, gross domestic product (GDP) in 2017 was realistically higher by 4.6 percent
compared to the previous year, well above forecasts from the beginning of the year. GUS report for
December 2017 pointed to strengthening inflationary pressure, while prices of consumer goods and
services increased by 2.1% year on year. In 2017, we expect economic growth to continue with a
potential for growth of approx. 4.2% due to accelerated absorption of EU funds for investments,
growth in exports, and also due to persistent strong private consumption and inflation above 2.0%.


With regard to market risk, the Undertaking does not identify any material risks in areas such as: real
estate price risk, credit risk risk or currency risk. The interest rate risk has been estimated as negligible,
as the vast majority of the assets covering the reserves are kept to maturity. Due to the volatility of
stock prices on global markets, including Poland, we see an increased risk for these assets, but a
minor share in the investment portfolio does not pose any material risk to the Undertaking. The above
risks are monitored, reported and managed. The credit quality of the portfolio improved significantly
as a result of the timely redemption of corporate bonds with a lower credit rating.


2. Disposals: 


No subsidiaries were disposed in the reporting period.


3. Acquisitions and Divestments:


The Undertaking did not make any business acquisitions during the reporting period.


4. Restrictions: Not applicable.


5. Perceived competitive pressures:


The life insurance industry remains highly competitive. The product development and product life-
cycles have shortened in many product segments, leading to more intense competition with respect
to product features. Several of the industry’s products can be quite homogeneous and are subject to
intense price competition. 


6. Perceived strengths and weaknesses:







The Undertaking has financial strength and flexibility for sustainable growth in the life insurance
industry. As a large market participant, we have the capacity to invest in new distribution capability
and information technology needed to offer superior customer service demanded by an increasingly
sophisticated institutional client base. The perceived weakness might be the usage of Undertaking's
IT systems in fast changing product environment.
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A.1.3   Distributions to shareholders and profit-sharing policyholders 


The Undertaking did not pay any dividends for 2017 as at the date of this document preparation. The
table below summarized dividend payouts taking place in 2017 and 2016.


2017 2016
Per Share


PLN m
Total PLN


m
Per Share PLN


m
Total PLN


m
Interim - Paid — — — —
Final - Proposed/Paid 12,890 277 13,960 300
Total 12,890 277 13,960 300


A.1.4   Key financial highlights 


2017 PLN'000 2016 PLN'000
Net result 178,578 177,345
Technical result 182,483 148,038
Shareholders' equity 855,103 937,634
Gross premium written 850,401 1,375,880
Assets under management
(Undertaking investments
plus unit-linked assets) 6,590,717 7,027,985
Return on equity (*) 21% 19%


(*) Net result to Shareholders' equity ratio
The net result for the year remained at the same level as last year.  Assets under management decreased
due to dividends paid and the maturing portfolio of life insurance policies.


A.1.5   Intra-Group transactions 


The following table presents transactions with related parties, in the reporting period which exceeded 10
thousand PLN:







Company Position 2017 PLN'000 2016 PLN'000
MetLife Services Sp. z o.o Rent (7,406) (7,351)


Other purchases (15,600) (16,382)
Premium from group insurance 370 351


MetLife PTE S.A. Dividend received 36,718 60,000
Premium from group insurance 190 212


MetLife Towarzystwo
Funduszy Inwestycyjnych
S.A. Other purchases (1,534) (1,534)


Other sales 4,566 4,069
Dividend received 5,190 6,067


MetLife Investments
Limited


Other purchases (553) (684)
MetLife SERVICES EEIG Other sales 1,258 1,883


Other purchases (31,198) (31,955)


METLIFE INTERNATIONAL
HOLDINGS Other sales 6,746 7,182


METLIFE EU  HOLDING
COMPANY LIMITED Dividend paid (277,345) (300,000)


Purchase of MetLife PTE S.A.  shares — —
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A.2   Underwriting Performance 
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A.2.1   Underwriting performance by line of business 


The below table presents Undertaking underwriting performance by SII lines of business.


Health
insurance


Insurance
with profit
participation


Index-linked
and unit-linked
insurance


Other life
insurance


2017 PLN'000 2017 PLN'000 2017 PLN'000 2017 PLN'000
Premiums written
Gross 225,067 310,028 280,536 34,770
Reinsurers' share (33,906) 7,580 — (45,519)
Net 258,974 302,448 280,536 80,290
Premiums earned — — — —
Gross 450,185 310,070 280,536 290,886
Reinsurers' share 94,322 7,618 — 92,491
Net 355,863 302,452 280,536 198,396
Claims incurred — — — —
Gross 69,442 749,799 288,841 36,116
Reinsurers' share 7,463 5,417 — 12,849
Net 61,978 744,382 288,841 23,266
Changes in other technical
provisions — — — —
Gross (636) 399,833 (84,023) (51,262)
Reinsurers' share 196 — — —
Net (831) 399,833 (84,023) (51,262)
Expenses incurred 224,012 90,630 73,045 98,616


The Undertaking noted decrease in premium written, which was in line with general decrease of gross
premiums written by life insurers in Poland. Additional factors, that significantly impacted decrease of
premium was termination of contracts with two significant business partners.







Health
insurance


Insurance
with profit
participation


Index-linked
and unit-linked
insurance


Other life
insurance


2016 PLN'000 2016 PLN'000 2016 PLN'000 2016 PLN'000
Premiums written
Gross 460,292 563,430 291,720 60,438
Reinsurers' share 107,773 110,764 — (13,804)
Net 352,519 452,666 291,720 74,242
Premiums earned — — — —


Gross 539,470 604,470 291,720 152,029
Reinsurers' share 119,367 101,916 — 32,445
Net 420,102 502,555 291,720 119,585
Claims incurred — — — —


Gross 74,419 795,571 239,890 23,570
Reinsurers' share 8,562 10,125 — 12,184
Net 65,857 785,445 239,890 11,386
Changes in other technical
provisions — — — —


Gross (1,273) 317,346 (60,781) (42,878)
Reinsurers' share 224 — — —
Net (1,497) 317,346 (60,781) (42,878)
Expenses incurred 284,395 174,108 80,185 90,061
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A.2.2   Underwriting performance by geographical segment 


The Undertaking is selling insurance products mainly in Poland with small activity in Lithuania and Latvia
realized on freedom-of-service basis. The split of main items of underwriting performance is set out in
the table below:


Derived from Derived from
Polish


operation
Lithuania and


Latvia
Polish


operation
Lithuania
and Latvia


2017
PLN'000


2017
PLN'000


2016
PLN'000


2016
PLN'000


Gross premium written 827,656 22,745 1,349,999 25,881
Gross claims, maturities and
surrenders (*) 1,148,414 9,483 1,123,523 8,273


(*) Costs of claims included in gross claims and benefits


A.2.3   Intra-Group transactions 


The Undertaking was not performing reinsurance transactions within MetLife Group.







A.3   Investment Performance 
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A.3.1   Investment return 


The investment returns recorded by the Undertaking in current and previous financial year are highlighted
in the table below:


2017 PLN'000 2016 PLN'000
Investment income:
  - from affiliates 41,908 66,067
  - from shares and other floating rate securities 11,428 12,021
  - from debt securities 270,393 291,964
  - from deposits in financial institutions 2,168 6,958
  - from other investments 3,844 4,475
Realized capital gains 48,537 43,943
Unrealized gains on investments 97,777 60,345


The main driver for decline in the investment return was decreasing surplus portfolio (significant dividends
paid to shareholders) accompanied with decreasing yields on Polish Treasury Bonds.


A.3.2   Investment expenses 


2017 PLN'000 2016 PLN'000
Investment expenses 5,783 5,378
Realized losses on sale of investments 12,093 24,242
Unrealized losses on investments 15,973 35,994


A.3.3   Gains/losses recognised directly in equity 


The below table presents value of investment gains/losses recognized directly in equity. Undertaking
recognizes unrealized gains/losses from General Account investments as well as revaluation of affiliates
in revaluation reserve, with corresponding entry in deferred tax liability, if appropriate.


2017 PLN'000 2016 PLN'000
Investment gains/(losses) recognised directly in equity 16,235 58,212


A.3.4   Investments in tradable securities or other financial instruments based on
repackaged loans 


The Undertaking does not invest in any instruments based on repackaged loans.







A.4   Performance of other activities 
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The operating/other income and expenses of the Undertaking for the year are set out below:


Operating income


Operating Income
2017


PLN'000
2016


PLN'000
Re-invoices 8,005 9,175
Release of provisions 574 800
FX differences 43 348
Sales of tangible fixed assets — —
Other operating income 746 433
Total 9,368 10,757


Operating costs


Operating Costs
2017


PLN'000
2016


PLN'000
Tax on assets 24,496 25,723
Goodwill amortization 9,671 9,671
FX differences 494 5,127
Re-invoices 863 473
Other operating costs 1,529 1,405
Total 37,053 42,398


A.5   Any other information 


All Intra-group operations and transactions are at arm’s length as it would be if the operations and
transactions were with a third party.


Intra-group operations and transactions are mainly related to the Undertaking’s Operational
arrangements.


In general, risk and rewards borne by each party to these intra-group operations and transactions are
no different to what would have been borne by a third party with a similar arrangement.


The Undertaking is of the view that no aspect of the operations or transactions will be or are
disadvantageous to either party within the arrangement.


During the negotiation and execution of the intra-group arrangements there have been no conflicts of
interest and there are none expected in the near future.







B   System of Governance 
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B.1   General information on the system of governance 


B.1.1   Governance structure 


The Undertaking set organisational structure with the right internal control system, risk management and
audit, which allows reaching its strategic goals, taking into account the need to efficiently monitor the risk
existing in the business.


The organisational structure is transparent and adequate to the scale and nature of the conducted activity
and the risk taken, in which the professional structure, tasks and scope of duties and responsibility are
clearly ascribed and appropriately assigned.


The performance of tasks is entrusted to people who have the necessary knowledge and skills and
supervised by people who have the appropriate experience.


The Statute and by-laws of the Supervisory Board and the Management Board are the key documents
that set out the following:


• The bodies of the Undertaking (i.e., the Supervisory Board, the Management Board and the
various committees) and their role;


• The membership of each of the Boards, their role, the frequency of meetings and the process
for changes to Board membership;


• The membership of each of the committees, their role, the frequency of meetings and how
changes to membership are effected;


• Who is empowered to act on behalf of the Undertaking, in what capacity and to what extent; and
• The procedure for appointment and removal of the key functions.


B.1.2   Role of the Supervisory Board 


The Supervisory Board exercises permanent supervision over the activities of the Undertaking. It may
inspect any documents, request reports and seek explanations from the Management Board and
employees.


The Supervisory Board annually submits a reports on its activities to the General Meeting of Shareholders.


Meetings of the Supervisory Board


The Chairman of the Supervisory Board convenes meetings at least 4 times every year, by means of
registered post or by other suitable means of communication seven days before the date of each meeting.
Resolutions adopted at the meeting are deemed valid, provided all the members of the Supervisory Board
were duly notified of the meeting, the meeting was attended by at least one half of the members of the
Board and the resolution was adopted by a simple majority of votes of the Board members present at
the meeting.


B.1.3   Role of the Management Board 


The Management Board, under officiation of the Chairman of the Management Board, manage the
activities of the Undertaking and takes all necessary decisions, including those in the form of resolutions,
except for those matters reserved solely to the General Shareholder’s Meeting or the Supervisory Board.
The Management Board assures execution of all duties, including obligations that bind the Undertaking
based on local regulations.







Meetings of the Management Board


Meeting is convened when it is necessary but at least once a month.


Resolutions are approved at the meeting, they are valid as long as the whole Management Board was
informed and at least two Members of the Board took part in the meeting and voted for. Upon each
meeting the minutes are prepared, resolutions are attached thereto.
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B.1.4   Matters reserved for the Supervisory and Management Boards 


Supervisory Board’s scope of activity:
• Opinion on the balance sheet, profit and loss account and the Management Board report; 
• Appraise Management Board motion to distribute profit, pay dividend or cover loss from financial


statements ;
• Approve motion of the Management Board on establishing or liquidating branches and other


offices of the Undertaking in the country and abroad, approve investment in equities or shares
in companies based on motion of the management board;


• Approve the motion of the Management Board on buying, encumbering and selling real estate;
• Apprise Management Board and each member of Management Board remuneration, appraise


general rules of employees renumeration of Undertaking;
• Appraise other motions raised by Management Board;
• Appraise other tasks delegated by the General Shareholder’s Meeting; and
• Approve Audit Committee's by-laws.


Management Board’s scope of activity: 
• Represent the Undertaking at courts, state authorities and third parties to the extent of all judicial


and extrajudicial functions, except for those matters which require resolution at the General
Shareholder’s Meeting; and


• Submit reports concerning the Undertaking's performance together with the yearly annual
financial report, which is subject to evaluation of the Supervisory Board and approval of the
General Shareholder’s Meeting.


B.1.5   Committees Structure 


The Audit Committee act in the Undertaking on the basis of the By-laws adopted by the Supervisory
Board. The meetings of the Audit Committee take place at least three times every year.


Audit committee's scope of activity:
• Monitoring the financial reporting process;
• Monitoring the efficiency of internal control systems, internal audit and risk management;
• Monitoring the proceedings of audit execution;
• Controlling and monitoring the independence of the Certified Auditor;
• Informing the Supervisory Board about the results of the audit and explaining how the audit


contributed to the reliability of financial reporting, as well as the role of the Audit Committee in
the audit process;


• Assessing the independence of the Certified Auditor and giving consent for the provision of
authorized non-audit services;


• Developing of a policy for selecting an audit firm to carry out the audit;
• Developing a policy for the audit firm carrying out the audit and by its affiliated entities authorized


non-audit services;
• Determining the procedure for selecting an audit firm;
• Presenting recommendations to the Supervisory Board regarding the appointment of Statutory


Auditors or audit firms; and
• Making recommendations to ensure fairness of the financial reporting process.







Risk Committee


The Risk Committee is appointed by the Management Board to ensure an appropriate and effective Risk
and Governance Framework. In particular it ensures that senior management fulfils its responsibilities to
identify, monitor, manage and assess the Undertaking's risks and risk mitigation strategies, and to support
and review the performance of the Undertaking's risk management and compliance functions. The Risk
Committee consists of no fewer than four members who meet at least a quarterly basis.


The Chairman of Management Board is the Chair of the Risk Committee. The Committee reports to the
Management Board of the Undertaking. The Framework and the effectiveness of its implementation is
reviewed at least annually and approved by the Management Board.


Committee Responsibilities:
• Ensures that all material risks of the firm are identified, measured and managed on an enterprise


basis (particularly in terms of credit risk, market risk, liquidity risk, operational risk and insurance
risk);


• Assists the Management Board in fulfilling their risk oversight duties through establishing and
reviewing policies, practices and procedures used to identify, assess, monitor and report the
relevant risks;


•  Ensure there is thorough understanding within management about current risks being undertaken
by the Undertaking, and that this understanding is closely linked with business strategy and
operating model, in accordance with regulatory expectations;


• Ensures that potential emerging risks are being identify and appropriately considered;
• Implements the risk strategy and appetite set by the Management Board;
• Oversees effective implementation of the Risk Management Framework; 
• Monitors the investment strategy, ensuring the actual risk/return profile is within the agreed risk


appetite and risk/return criteria and in accordance with the investment policies approved by the
Management Board; and


• Ensure risk management practices are embedded in investment strategy and closely linked with
the business strategy and operating model, in accordance with regulatory expectations.


The Committee provides its recommendations to the Management Board. The committee's role is to give
the Management Board the necessary explanations and information about the current situation of the
Undertaking, as well as their opinions about the risk profile, based on which the Management Board
makes its decisions.


The Investment Committee is responsible for recommending the investment policy and investment
strategies to the Management Board and supervises their implementation. As part of the supervision over
investment activity, the Committee is responsible for monitoring investment decisions in the asset
management process of the Undertaking, in particular in terms of their compliance with the Investment
Policy approved by the Management Board, as well as in terms of their compliance with the provisions
of applicable law and with the Society's internal regulations.


The Committee supervises the implementation of investment strategies within separate investment
portfolios, and in particular supervises the maintenance of the appropriate value of investments covering
technical and insurance reserves and equity, as well as matching maturities and currency and interest
structure of assets and liabilities.


Meetings of the Committee are held at least 4 times a year. The members of the Committee are: Director
of the Investment Division, - Financial Division Director, Actuarial Department Director, Investment
Director, Director of Risk Management Department, Portfolio Management, including representation of
persons responsible for supervision over the implementation of investment insurance strategies for capital
funds.
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B.1.6   Delegations of authority 


In order to exercise the duties of a particular type or individual activities members of the Management
Board, acting in accordance with the rules of representation of the Undertaking, may appoint an authorised
representative acting within the scope of the power of attorney.


Before finalising a power of attorney the Legal Department must provide their opinion on its wording.
Each time power of attorney is granted, the scope and period for which it was granted shall be specified
and the Department of Administration shall maintain a register of powers of attorney in an electronic form.
These matters are detailed in a separate document ("Manual on handling of agreements and powers of
attorney documentation").


The Management Board may appoint commercial proxy in order to support the day to day business
activity of Undertaking. Commercial Proxy is appointed by virtue of the resolution of the whole
Management Board, can be dismissed by any Member of the Board. Commercial Proxy is authorised to
run court and out of court matters not restricted by the law. 
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B.1.7   Main roles and responsibilities of key functions 


In addition to the key functions described in section B.1.1 such as the Supervisory Board and Management
Board, the Undertaking also identifies the following key functions:


Internal Audit


The Internal Audit Department independently examines, evaluates and reports on the adequacy and
effectiveness of the system of internal controls.


Internal Audit is an independent assessment department which is established to provide a service to
Management Board and to the Audit Committee. Head of Internal Audit Department reports to the Audit
Committee. Internal Audit function by examining and evaluating the adequacy and effectiveness of
enterprise-wide controls with a risk-based focus. Internal Audit’s purpose is to provide on-going objective
and independent evaluation of the effectiveness of the system of internal controls, and to perform special
reviews and investigations if requested by the Audit Committee or Management Board.


The Internal Audit mandate is broad, encompassing all of the Undertaking's activities. It identifies auditable
areas within the Undertaking. The operation of the Undertaking is dynamic and requires on-going
monitoring to ensure that new and evolving auditable areas are appropriately identified and actioned.


Compliance


The Compliance function is responsible for identifying, assessing, monitoring and reporting on compliance
risk exposures, controls and material issues to the Undertaking’s Management Board, Risk Committee
and Audit Committee.


In particular it is responsible for overseeing the implementation of programs on ethics, compliance, anti-
money laundering and corruption for the employees of the Undertaking.


The Head of Compliance Department (Compliance Officer) reports directly to the Chairman of
Management Board (CEO) and presents an annual Compliance report, including Testing and Monitoring
Plan for sign off by the Management Board.


For more details on the Compliance Function refer to section B.4.3.







Risk Management


The Risk Management function provides an enterprise-wide, independent and comprehensive framework
to identify, aggregate, measure and report risk across the Undertaking. The scope of the risk management
function comprises all significant risks that impact the Undertaking’s solvency, liquidity, earnings, business
and reputation.


The Head of Risk Management Department (CRO) reports directly to the member of Management Board
responsible for risk management, is a member of Risk Committee and takes part in the Supervisory Board
and  Audit Committee meetings on a regular basis.


The CRO has responsibility for the risk management function and for maintaining and monitoring the
effectiveness on an ongoing basis.


For more details on the Risk Management Function refer to section B.3.1.


Actuarial Function


The Actuarial Function is performed by members of the Actuarial Department. The Head of the Actuarial
Department, acts as supervisor of the Actuarial Function of the Undertaking and he reports to the Member
of the Board responsible for Finance Division. 


The role of actuarial function relates to the delivery of actuarial services to the Undertaking. In particular
it is responsible for statutory duties set out in legislation (subject also to regulation and professional
guidance). Actuarial services generally relate to the determination of technical provisions and required
capital, and the provision of advice in relation to capital management, underwriting, reinsurance and
investment.


Chief Accountant


The Chief Accountant is responsible for maintaining accounting records according to binding legal and
corporate requirements, verifying calculation of corporate income tax and VAT, and preparing financial
statements and regulatory returns. 


The Chief Accountant is the Head of Accountancy Department and reports to the Member of the Board
responsible for Finance Division.


The Chief Accountant works with auditors, tax advisors, tax offices, regulatory bodies and banks. The
role holder also ensures supervision of business security in the Accounting Department (authorization
levels, access rights, and documentation).
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B.1.8   Material changes 


Over the reporting period,the Undertaking has adjusted to the Act of 11 May 2017 on statutory auditors,
auditing companies and public supervision (Journal of Laws, item 1089) which introduced new
requirements for entities meeting the definition of a public interest entity regarding the principles of
establishing and functioning of audit committees.


B.1.9   Remuneration 


Remuneration policy


Remuneration policy at Undertaking includes the following elements:
1. Rules of Remuneration;
2. Remuneration Policy of the Governing Body;
3. Rules of Performance Bonuses to the Sales Staff in F2F Division;
4. Rules of Performance Bonuses to the Sales Staff in B2B Division; 







5. Remuneration Rules of Members of the Supervisory Board.


Provisions of the Remuneration Rules apply to all employees of the Undertaking except for the employees
managing the Workplace on behalf of the Employer within the meaning of Article 128 section 2 item 2 of
the Labour Code, excluding the Chief Accountant, regardless of the basis for entering into the employment
relationship, the type of performed work and the occupied position.


The Remuneration Policy of the Governing Body covers members of the Undertaking’s management
board appointed by the Supervisory Board.


The Rules of Performance Bonuses to the Sales Staff cover employees of F2F Division and B2B Division,
occupying sales positions with individual sales plans.


The employee’s remuneration comprises the fixed part, i.e. base remuneration, determined in the
employment contract, and the variable part, i.e. awards, quarterly and annual bonuses as well as long-
term incentive schemes.


The employee’s base remuneration level is determined individually while taking into account:
• Remuneration levels defined in the salary grade table (which constitutes an appendix to the


Remuneration Rules);
• Individual scope of tasks, duties, responsibilities;
• The Employee’s qualifications, competences and professional experience crucial from the


Employer’s point of view;
• The effects of the Employee’s work;
• The amount of monthly remuneration rate of Employees occupying equivalent positions, with


equivalent competences, qualifications and effects of work;
• Market remuneration levels for comparable groups of jobs and positions; and
• The Undertaking’s financial abilities and budgets of individual organisational units.


Awards granted to employees are discretionary. Granting of an award depends on evaluation of individual
effects of work, which includes both financial (quantitative) and non-financial (qualitative) criteria.
Evaluation of individual effects of work is supported by the Performance Management process to ensure
pay for performance philosophy. Each rating has its desired range of annual award within which the
superior can submit recommendations concerning their subordinates.


Quarterly and annual bonuses depend on execution of sales plans, subject to achievement of the
appropriate level of qualitative parameters, specified in the rules.
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B.1.10   Material transactions with related parties 


Material transactions with related parties


Material transactions with related parties were presented in section A.1.5.


Transactions with key management personnel


There were no loans or material transactions with key management personnel other than salary and
related benefits.


B.1.11   Adequacy of system of governance 


The Undertaking believes that system of governance implemented within Undertaking structure is
adequate to the scale of Undertaking's activities.


B.1.12   Preparation of consolidated data 


The Undertaking does not consolidate any entities in data included in this document.







B.2   Fit and proper requirements 
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B.2.1   Fit and proper policy 


Fit and proper requirements for persons holding key function exists in the company, which is in accordance
with the requirements of the Insurance Activity Act.


The above fit and proper requirements apply to both the recruitment process and the verification of
persons performing key functions.


Persons performing key functions in the Undertaking, to whom fit and proper requirements apply are
Members of the Management Board and Supervisory Board, persons supervising other key functions,
such as Risk Management, Compliance, Internal Audit, Actuary and the Chief Accountant of the
Undertaking.


The requirements regarding fit and proper of persons preforming key functions describe the minimum
standards for the required fit and proper obligations, a detailed description of the fit and proper assessment
process, and a catalog of situations requiring reassessment.


Head of Human Resources Department is responsible for collecting and storing all the documentation
necessary to perform the fit and proper assessment of key functions, carries out the above assessment
and reviews the ratings at least once a year based on statements made by persons holding key functions,
kept in the Register of People Performing Key Functions. The Head of Human Resources Department
provides the Supervisory Board with the final fit  and proper assessment of the members of the
Management Board and results of assessment of the remaining  persons fulfilling key functions is provided
to the appropriate Management Board Member.


The Undertaking fulfills the obligation to obtain consent/ inform the Polish Financial Supervision Authority
about the appointment of persons fulfilling key functions by submitting documents required by law,
confirming information on meeting relevant fit and proper requirements including a description of
education, professional experience, criminal record and other required declarations.


The applicable fit and proper requirements apply accordingly to persons performing tasks within key
functions.


B.3   Risk management system including the own risk and solvency
assessment 


B.3.1   Risk management structure 


Risk Management Governance


The Undertaking has established an effective risk management system, integrated into day to day activities
and aligned with the Undertaking’s strategic objectives.The Risk Management system which consist of
risk management rules and structure is organized in order to:


• Promote a strong risk culture of the Undertaking, rooted in the Undertaking’s purpose and values;
• Ensure consistent, systematic management of risks across all businesses, operations and risk


types;
• Enable decision makers to direct the Undertaking’s resources efficiently to attractive business


opportunities that are within the Board’s risk appetite.


The Undertaking main objective is to ensure that risk taking activities are performed within an appropriate
control environment and risks associated with each activity are effectively managed according to the Risk
Management Strategy. 


The Risk Management system and the effectiveness of its implementation are reviewed at least annually
and approved by the Management Board and reported to Supervisory Board.







The Management Board has overall responsibility for the Undertaking’s corporate governance and views
risk management as integral part of process to the pursuit of its business objectives. The Undertaking’s
Management Board is responsible for setting and approval appropriate system of risk limits (risk appetite).


To ensure that an appropriate and effective risk governance is in place, in particular, that senior
management fulfills its responsibility to identify, monitor, manage and assess the  risks and risk mitigation
strategies, and to support and review the performance of the Undertaking’s Risk Management and
Compliance functions  the Risk Committee  was appointed by the Management Board of the Undertaking.


The Risk Committee  


The Risk Committee is a body that supports the Management Board in fulfillment of their responsibility
for the risk management system. The Risk Committee provides comprehensive view over the Undertaking
risk profile and recommends to Management Board risk management policies and procedures including
risk limits and risk management processes. It recommends to Management Board Risk Management
Strategy and risk appetite.


Risk Management Function


The Risk Management function operates in an enterprise wide, independent and
comprehensive system to identify,  measure, manage, monitor and report risks across the Undertaking.


The risk management function considers the full range of risks and how they impact the Undertaking’s
solvency, liquidity, earnings, business and reputation. The Risk Management function  pursues these
objectives through the following main activities:


• Identifies risks:
• Provides an independent, integrated and transparent view and assessment of these risks;
• Assures consistent standards and proper governance;
• Monitors & reports risks through the Risk Committee to the Management Board and to Supervisory


Board;
• Participates in management of key risks; and
• Recommends risk appetite and risk limits.


All members of the Risk Management function promote a culture of sound and effective risk management
at all levels of management and in all areas of the organization.


Chief Risk Officer


The Risk Management function is headed by the CRO  (the Head of Risk Management Department)
who reports  to the member of the Management Board responsible for risk management.  Through  the
participation in the Risk Committee and various relevant meetings / working groups, the CRO ensures
that Risk is considered at all levels of decision making. 


The Three Lines of Defense Framework  


The Undertaking’s risk management system is based on the concept of three lines of defense.
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The managers of all business and operations areas as the first line of defence are responsible as risk
owners for ensuring that all risks in their respective areas and any relevant interfaces with other areas
are justified by business goals, and that all risks are appropriately managed and controlled. In particular,
it is the responsibility of the relevant department manager to identify, measure, manage, monitor and
report all risks in an area according to the Risk Management Strategy and adequate policies and
procedures. 


The Risk Management, Compliance and IT Risk and Security functions fulfill the second line of defence,
by providing the enterprise-wide, comprehensive and consistent systems, techniques and processes to
aggregate, assess risks and challenge independently the business’ management of all risks and controls
the risks the Undertaking faces across different areas.


Internal Audit provides independent assurance over the strengths of controls as the third line of defence.
Internal Audit examines and evaluates the adequacy and effectiveness of controls with a risk-based focus,
and performs special reviews and investigations as directed by the Audit Committee and executive
management.
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B.3.2   Risk strategy and appetite 


The Risk Management Strategy recommended by the Risk Committee and approved both by the
Management Board and Supervisory Board, includes The Undertaking's risk appetite statements and
provides the basis for the management of risk in alignment with the risk appetite. As such, the Undertaking's
Corporate Strategy, Risk Management Strategy are applied to meet the Undertaking's objectives.  


The strategic appetite is operationalized through quantitative limits and qualitative descriptions. Further
risk limits and guidelines how to comply with risk appetite in each class are set out in the respective
individual risk policies (Credit, Market, Liquidity, Insurance and Operational & Business).


Management are responsible for defining the metrics in line with the business strategy and the risk appetite
set out in the Risk Management Strategy. 


Risk appetite is stated by limiting the potential adverse impact on the Undertaking in the following
dimensions:


Financial strength:
The Undertaking maintains access to sufficient capital in order to meet its Solvency II regulatory capital
requirements, except in very unusual and unforeseen market conditions. In particular, no dividends can
be paid that would lead to a breach of this requirement. The Undertaking also maintains access to sufficient
liquidity at all times to meet policyholder liabilities as they become due, and obligations under market-
standard collateral requirements that support hedging activities.


Business growth and earnings stability:
The Undertaking aims to fulfill business plan. This is primarily monitored by the financial controllers, but
impact on sales capacity and earnings volatility are important metrics for operational risk management.







Risk/reward trade-off:
In pursuing its business, the Undertaking is seeking to generate an appropriate return for the risk assumed,
measured as the Internal Rate of Return on distributable earnings.


Balanced risk profile:
Risk appetite is not only set in terms of overall aggregate impact on the Undertaking, but also in terms
of the balance of the risk profile and the nature of different types of risk. In particular, the Undertaking
strategically seeks certain risk types, and avoids or prohibits others.


Risk appetite monitoring and escalation:
The Risk Function monitors the risk profile and adherence to appetite, and reports on a regular basis
along all dimensions of risk appetite to The Risk Committee and the Supervisory Board.
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B.3.3   Operational risk management cycle


The below figure illustrates the Risk Management within the Entity Risk Self-Assessment ("ERSA")
Process.


1. Identification


The operational risk management cycle starts by identifying all relevant risks and related controls. The
business and functional areas supported by Risk Management function identify risks and controls as part
of the normal course of business, and document them as part of the structured ERSA process. The
Undertaking has developed a common risk taxonomy to be used by the business as a tool in the process.
The business plan is a key reference point for the identification of risks, and reported loss events are
used as further input.


2. Measurement


For each risk the potential severity and frequency of losses are assessed - both without consideration of
specific mitigating controls (‘inherent risk’), as well as with consideration of established controls and their
effectiveness (‘residual risk’). Business Function management suported by Risk management function
perform this assessment.


3. Management


Based on the risk assessment, the Undertaking’s risk appetite, and the cost of further mitigation, the risk
owners determine management responses. Critical exposures outside the Undertaking’s risk appetite,
must be reduced as quickly as is practical. In other cases, management can take action to reduce the







risk, or accept the risk if a clear business rationale exists and this is appropriately approved.


4. Monitoring & Reporting


Risk management function based on its own analysis as long as information received from other
employees and business functions responsible for particular business areas considering potential threats ,
identified risks or operational events, prepares the risk profile reports that are presented to the Risk
Committee and the Supervisory Board. 
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B.3.4   Own Risk and Solvency Assessment (ORSA) 


The objective of ORSA is to present an sound and holistic risk profile and capital needs for the business
planning time horizon that is the base for making business decisions process that provides balance
between risk and return. The Undertaking intends to use the ORSA as a way to manage risks and capital
effectively. 


ORSA process


The Undertaking's ORSA process:
• Assesses the Undertaking's overall solvency needs prospectively, providing analysis of the


Undertaking's ability to remain a going concern;
• Reliably monitors compliance with regulatory capital requirements on a continuous basis, allowing


for changes in risk profile and stressed conditions, and the quality and loss absorbing capacity
of own funds;


• Produces results that are integrated into long term capital planning, own funds allocation, business
planning, product development and design, and governance; and


• Describes the approach by which the Undertaking incorporates all key results and findings from
stress testing and scenario analysis into the capital management and planning approach and
business decision making approaches.


The ORSA process is a continuous cycle of assessment and is significantly dependent on the key
interactions between the processes (i.e. business planning, capital management and stress testing) in
order to obtain the results which provide senior management and the Board with comfort that there are
adequate solvency levels. The ORSA process captures all the material risks that the Undertaking faces
or may face in the future that may impact meeting its obligations.


The ORSA is integrated into the management processes and decision making process of the Undertaking.
The business planning process feeds directly into the ORSA. The business plan links to capital
management and is stressed to ensure robustness over the three year planning horizon. The risks of the
business plan are assessed as part of the ORSA. The ORSA enables the Board to understand the risks
faced and how they translate into capital needs or alternatively require mitigation actions. 


Each ORSA process is documented and report is produced. The ORSA report is both internally used and
is delivered to supervision authority. 
 
The Undertaking carries out its own risk and solvency assessment in its entirety at least annually and
without delay following any significant change in the risk profile of the Undertaking, and this is reviewed
and approved by the Management Board following the recommendations of the Risk Committee. In the
last reporting period the Undertaking did not perform any ad hoc own risk and solvency assessments.


Own Solvency Needs


The Undertaking determines it's overall solvency needs taking into account the Undertakings’s specific
risk profile, approved risk tolerance limits and business strategy. This assessment represents the
Undertaking’s own view of its risk profile and capital needs and other means needed to appropriately
address these risks.







The Undertaking expresses the overall solvency needs in quantitative terms and complements the
quantification by a qualitative description of the risks. Within this process, it undertakes the following:


1. Identifies the companies specific risk profile taking into account the approved risk tolerance limits
and business strategy and external environment;


2. Performs an assessment of the appropriateness of the standard formula;
3. Subjects the balance sheet and the identified risks to a range of stress test/scenario analyses


to provide an adequate basis for the assessment of the overall solvency needs. This assessment
is forward-looking and covers separately each year of the business planning period. The scope
of the stress tests, reverse stress-tests and scenario analyses is compatible with the principle of
proportionality, having regard to the nature, scale and complexity of the Undertaking’s business;
and


4. Prepares contingency plans to address material risks that could have a significant impact on the
solvency position or viability of the Undertaking if they were to happen but which it is not
appropriate to hold a capital buffer for.


The above process undertaken by the Undertaking ensures that the capital management activities and
the risk management system are interlinked and that all key decision making processes are aligned with
the ORSA process.


27


B.3.5   Partial Internal Model (PIM) 


The Undertaking does not use an Internal Model or partial Internal Model.







B.4   Internal control system 


The Undertaking’s Control Framework promotes the importance of having appropriate internal controls
and ensuring that all associates are aware of their role in the internal control system. The Framework
sets out clear standards for the design, operation, validation and oversight of the system of Internal
Control. 


The Control Framework defines control activities as the policies and procedures that mitigate the
Undertaking’s risks to the expected level. Control activities can be preventative, corrective, detective or
directive, and include a range of activities as diverse as authorizations, segregation of duties and required
approvals, verifications, reconciliations, reviews of operating performance, documentation, and security
of assets.


All key controls are linked with the associated risks in the Undertaking’s ERSA, and managed as part of
that process to validate their effectiveness and address identified weaknesses. Ongoing monitoring occurs
in the ordinary course of operations. Due to changing conditions, management need to determine whether
the internal control system continues to be relevant in its ability to address the Undertaking’s risks. Internal
Control effectiveness is annually reported to Management Board and Supervisory Board.
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B.4.1   Internal Controls 


Internal Control is an integral part of the Undertaking’s Risk Management (RM) Framework and is one
of the principal means by which processes are controlled, risks are managed and opportunities explored.
Covering the entire range of procedures, methods and controls established by the Management Board
of the Undertaking and managers to ensure the proper functioning of business operations, a business’
system of Internal Control is considered efficient when:


• A risk based approach is followed;
• Key business risks are documented;
• Processes and control activities are clearly documented for significant controls so that there is


adequate evidence of their execution; 
• Controls are integrated into business processes;
• Controls are automated, where possible, to gain efficiency;
• Controls are monitored and subject to an efficient testing strategy or self assessments within


each line of defense;
• Cost/benefit considerations are included in the design of the system of control, with consideration


of both the size and complexity of the operations;
• Internal Control objectives, scope, and roles and responsibilities are clearly defined and


documented;
• Appropriate Information  is available to Management Board and managers as an early warning


indicator to highlight where there are deficiencies in the control environment; 
• The quality of the business’ Internal Control System is periodically reviewed, with corresponding


actions and reports;
• Communication and escalation processes are defined and maintained; and
• Staff training is in place to increase awareness of risk and control activities. 







B.4.2   Key Procedures 


The Undertaking’s system of Internal Control comprises of the following elements:


• Internal Environment and Objective Setting - establishing an organizational structure, a good
environment of internal control encompassing both technical competence and ethical
commitment to objectives set. It includes having well documented systems of governance; a
common philosophy, integrity, culture, behaviors and competence around the importance of
controls and care for the development of employees Risk & Control Assessment, including Risk
Response - setting of risk and control goals, objectives and performing of Own Risk and Solvency
Assessments (ORSA) and Enterprise Risk Self Assessments (ERSA);


• Control Activities or procedures, including a Policy Framework - documented processes and
procedures, reconciliations, securing, review of business performance, approvals and
authorization linked to defined limits, and segregation of duties for key activities;


• Information and Communication, including reporting procedures - effective communication
channels and the use of Information Technology systems to automate controls as much as
possible; and


• Testing and Monitoring - on-going control assessment and monitoring and independent controls
assurance testing and reporting in accordance with activity undertaken across the three lines of
defense.


Monitoring


The control environment is monitored by all managers, and in particular by the control functions such as
Administrator of Information Security, Risk Management, Compliance, Internal Audit


Control Activities 


The control functions oversee a number of control activities performed by the ‘First Line of Defense’ which
together ensure that the control environment is effective to ensure the Management Board’s required
level of control. The Undertaking’s control environment comprises an extensive catalog of controls that
are defined for each function, and include the following:


Control Name Description


Approval and
Authorization


Approval/authorization is the confirmation or sanction of employee
decisions, events or transactions based on a review by the appropriate
management personnel.


Business Resumption
Controls that ensure that business operations can resume in the event of
disaster or IT outage.  These controls include Business Continuity (BCP)
and Disaster Recovery (DR) Planning, BCP/DR Testing, system back-up
and data retention.


Code of Accounts
Structure


Controls to ensure that the design of the general ledger or subledger account
codes assists in minimising errors and allow for effective data capture and
reporting.


Documentation
Controls are in place ensuring decisions, exceptions, transactions, and
other events are substantiated through documentation. This control
includes confirmations, notices and/or disclosures that are required to be
sent to clients on a periodic or annual basis.


Hiring/Selection
The hiring and selection process includes a due diligence and escalation
process in connection with information received as a result of a background
check conducted on an individual candidate who is seeking registration or
appointment with the Firm.
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Control Name Description


Input Form Design, Edits,
and Validations


Controls that ensure the completeness, accuracy, and/or integrity of data
input into information systems.  These controls include business rules built
into the design of system interfaces to reduce the probability of data input
errors, (e.g. required fields, acceptable values, etc.), input data validation
against known or expected values (e.g. tolerances etc.), or verifying the
integrity and origin of data (e.g. digital signatures, hard-copy signatures,
etc.).


Physical Safeguarding
Mechanisms


Controls that protect the organization's assets through direct measures such
as locks on doors, bars on windows, use of safes to secure valuables, and
other similar techniques. Includes adequate data centre security measures
put in place to prevent compromise of Undertaking's IT assets.


Policies & Procedures
There are policies and procedures describing the organization's policies for
operation and the procedures necessary to fulfil the policies. There are also
reference aids or resources available which employees can refer to assist
them in fulfilling their job responsibilities.


Process Monitoring


Management monitoring controls that ensure business processes within
the Lines of Business meet their business objectives. These controls may
include reviewing transaction error reports, reviewing compliance with
applicable laws/regulations (e.g., monitoring the status of claims to ensure
turnaround times comply with regulatory time standards), conducting quality
assurance reviews, rejecting duplicate transactions, financial statement
reviews, etc.


Reconciliations/
Comparisons


Control techniques that ensure that two or more data sets/elements match,
for example reconciling bank accounts, comparisons of subledger totals to
control accounts, comparisons of data transfer record counts, etc.


Segregation of Duties Controls segregating tasks or processes to reduce the risk of accidental
errors and/or fraud.


Strategic Monitoring and
Governance


Management monitoring controls that ensure Lines of Business meet their
strategic objectives. These controls include short and long-term range
planning, organizational design/staffing, key performance indicator reviews,
risk management, enterprise architecture, data governance, knowledge
management, etc.


System Access Approval
and Monitoring


Controls are in place over the authorization, identification and authentication
of associate access to IT Resources. Minimally, access to systems or data
is formally approved and access is periodically reviewed for
appropriateness.


System Change Control
Controls are place to ensure changes to IT systems are reviewed to ensure
the meet the needs to the business, perform as expected, and do not create
security vulnerabilities. These controls could include unit testing,
performance testing, user acceptance testing, vulnerability testing, etc.


System Data Encryption


Controls are in place to ensure sensitive data is encrypted in Company
systems.  Encryption controls and other methods of safeguarding data are
used in at-risk IT assets such as laptops, smart phones/blackberries and
back-up tapes to prevent unauthorized data access and/or disclosure of
confidential  or sensitive information.


System Monitoring and
Response


Controls that ensure the technology environment is monitored for security
incidents, processing amends, system outages, etc. and that appropriate
actions are taken based on the results.


System Security
Configurations


Security configurations at the software, infrastructure, hardware, or network
layers that ensure the confidentiality of data.


Third-Party Monitoring Controls that ensure that third-parties are operating in accordance with
agreements and contracts and deviations are acted upon by management.
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Control Name Description


Training/Communication


Controls are in place to ensure that employees, at all levels, are provided
with training activities that comply with regulatory requirements regarding
training on products, services, procedures, rules and standards, as
applicable. The organization has communicated its values and standards
to employees, suppliers, customers and other relevant stakeholders. There
is a process to update and communicate these standards and related
training regularly.


Validity/Existence Tests
Controls that validate the existence of assets. Examples include physical
inventory counts to determine that quantities and descriptions of goods and/
or supplies on hand are accurate, fixed asset inventories to validate the
existence of items represented in the accounts, and other similar processes.


31







B.4.3   Description of Compliance function


The Compliance function is responsible for identifying, assessing, monitoring and reporting on compliance
risk exposures and controls to the Undertaking’s Management Board, Risk Committee and Audit
Committee.


Role of the Compliance Function:
• Advising the Management Board and Supervisory Board on compliance with the laws, regulations


and administrative provisions adopted pursuant to the Directive; and
• An assessment of the possible impact of any changes in the legal environment on the operations


of the undertaking concerned.


 The identification and assessment of compliance risk, including, but not limited to:
• Conducting compliance testing and monitoring to ensure independent oversight and review of


policies and procedures;
• Other activities supporting compliance risk management, e.g:


▪ Supporting of the process on a robust training program to ensure all staff are fully up to
date with and understand all compliance rules and regulations;


▪ Reviewing all compliance procedures; and
▪ Management of any regulatory inspections when Compliance Officer is appointed by


Chief Operation Officer (or Management Board) for the control coordinator function and
working with the business to ensure that management and functions are appropriately
prepared for the inspection (visit). The Compliance Officer will manage the outcome of
any visits and report back to the relevant regulator.


The Compliance Officer is also responsible for providing an annual Compliance Plan, including Testing
and Monitoring Plan for sign off by the Management Board. 


The Compliance Officer has a direct reporting line to the Chairman of the Management Board and is
responsible for reporting on all compliance matters to the Management Board.
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B.5   Internal audit function 
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B.5.1   Internal audit 


Internal Audit is an independent assessment group established within MetLife as a service to Management
and to the Audit Committee. It is a group that functions by examining and evaluating the adequacy and
effectiveness of controls with a risk-based focus.


Its purpose is to provide on-going objective and independent evaluations of the effectiveness of the
system of internal controls, and to perform special reviews and investigations as directed by the
Management Board or Audit Committee.


Roles and Responsibilities of IA


IA assists management in bringing a systematic and disciplined approach to ensuring the existence and
operational effectiveness of the system of controls. This includes a number of responsibilities, as follows:


• Evaluating the adequacy of the system of internal controls for reasonable assurance that
transactions are executed in accordance with management authorization, that they are properly
recorded, and that assets are effectively safeguarded;


• Determining if the financial reporting process used to prepare the Undertaking’s statutory financial
statements is operating effectively;


• Determining if the management reporting system provides reliable and timely information;
• Evaluating whether management control systems throughout the Undertaking are operating as


intended, and are effective;
• Reviewing compliance with Undertaking policies and procedures;
• Providing management with an objective review of operations, and to ensure management takes


appropriate action to mitigate risk;
• Performing consulting and advisory services related to governance, risk management and control


as appropriate for the organization;
• Reviewing new key systems and procedures prior to implementation or when there is a major


change in an existing system;
• Assisting the Audit Committee in exercising their fiduciary responsibilities, and apprising the


Management Board of any significant developments warranting their consideration or action;
• Evaluating and investigating allegations and the possibilities of fraud, and other inappropriate


transactions, in coordination with other departments;
• Monitoring and evaluating the effectiveness of the organization's risk management processes; 
• Participating in management discussions that involve the development or modification of


operating policies, or the system of internal controls; and
• Maintaining liaisons with appropriate external professional organizations and keeping informed


on new developments in the field of auditing.


IA Process


The IA process is defined in the Internal Audit Policy. Within the framework of these objectives, Internal
Audit shall at least annually prepare an audit plan. Such plans shall include:


• A schedule of audits based upon the results of the risk assessment;
• A proposed budget which documents the level of resources that need to be committed to provide


consistent and adequate audit coverage for the audit plan; and
• Flexibility to respond to special requests of Senior Management on a timely basis.


Internal Audit shall maintain an effective working relationship with the Undertaking's external auditors.
External auditors are engaged to perform work required to express an independent accountant's opinion
on MetLife's consolidated financial statements, internal controls, and other work as may be specifically
requested. Internal Audit will actively coordinate its efforts with the external auditors to optimize overall
audit coverage and minimize costs, where appropriate. The external auditors shall have access to
workpapers and reports produced by Internal Audit, as needed.







Reporting Structure


Results and conclusions of audit work will be reviewed with the management directly responsible for the
activity being evaluated. The purpose of reviewing results will be to reach agreement as to the facts
presented by the auditors and to make management aware of audit issues before the report is released.


An Internal Auditor’s Report is issued at least annually to the Management Board and Audit Committee
and includes information on the achievement of internal audit's objectives, including the execution of the
audit plan.
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B.5.2   Independence 


In order to maintain independence and objectivity, Internal Audit will not prepare any accounting and
related records or engage in any relevant activity requiring audit review, including the development or
installation of new systems, policies or procedures. The review of new systems or procedures prior to
implementation shall not be considered an impairment of independence and objectivity.


B.5.3   Audit policy 


The Undertaking maintains an Internal Audit policy. This is consistent with International standards
including Solvency II.


B.5.4   Audit plan 


Any significant deviation from the approved internal audit plan will be communicated to the Management
Board and the Audit Committee through periodic activity reports.  At the end of each year, the Head of
Internal Audit shall review Internal Audit’s planned activities for the coming year with the Management
Board and the Audit Committee. 


B.5.5   Internal audits performed during the reporting period 


Internal audits performed in 2017 covered the following areas: risk management, compliance,
underwriting,  investments, accounting and reporting, outsourcing, claims, IT systems.


B.5.6   Persons with dual responsibility 


Internal Audit does not maintain or undertake any dual responsibilities or activities that fall outside the
approved Internal Audit Policy.


B.6   Actuarial function 


The Actuarial Function is performed by members of the Actuarial Department. Six of them (including
Head of the Department) are licensed actuaries by Polish standards with long professional practice (from
6 to 20 years). The remaining members are: reinsurance specialist and actuarial assistant. The actuarial
team constitutes also part of actuarial corporate network. It implies exchange of professional knowledge
and experience, benefiting from corporate Continuous Development Program and mutual professional
support.  


The Head of the Actuarial Department, acts as supervisor of the Actuarial Function of the Undertaking
and he reports to the Member of the Board responsible for the Finance Division.


The Actuarial Function delivers actuarial services to the Undertaking. In particular it comprises:
• Coordination and overseeing the calculation of technical provisions and required capital;
• Ensuring the appropriateness of the methodologies and underlying models used as well as the


assumptions made in the calculation of technical provisions;
• Assessing the sufficiency and quality of the data used in the calculation of technical provisions;
• Comparing best estimates against experience;







• Informing the administrative, management or supervisory body of the reliability and adequacy of
the calculation of technical provisions;


• Expressing an opinion on the underwriting policy;
• Expressing an opinion on the adequacy of reinsurance arrangements; and
• Contributing to the effective implementation of the risk management system.
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B.7   Outsourcing 


Outsourcing Policy 


All outsourcing is subject to the requirements of the Outsourcing Policy, which ensures that all outsourcing
arrangements are subject to appropriate due diligence, approval, written agreements and on-going
monitoring, and that the risks associated with entering outsourcing arrangements are effectively managed.
The policy applies to all outsourcing agreements and covers the requirements for both external outsourcing
and intra-group outsourcing.


The purpose of the policy is to establish a sound governance framework that will mitigate such risks and
ensure that, as it relates to outsourcing, MetLife will:


• Exercise due care and diligence  so as to minimize operational and other risks associated with
entering into, managing or terminating any arrangement to outsource a Critical and Important
function or activity;


• Create, implement and maintain a strong governance system;
• Maintain consistency and transparency in its outsourcing arrangements to facilitate internal and


external (including regulatory) reviews as and when necessary;
• Provide adequate SLA statements;
• Manage all material risks arising from outsourcing activities to meet business requirements for


performance related to financial, regulatory and service obligations; and
• Provide quality, continuous service to policy holders.


B.8   Any other information 


Undertaking believes that its risk management system is adequate to character, scale and complexity of
risks specific to Undertakings' activity.







C   Risk Profile 


Business specificity in terms of strategic direction, product types, customers segments, chosen distribution
channels, asset management approach and operational model, together with changing environment
determines the Undertaking risk profile. Identified risks are assessed, managed, monitored and reported.
Having risk management system in place, the Group and the Undertaking are developing a consistent
methodological approach to own solvency needs assessment.
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C.1   Underwriting risk 


C.1.1   Material exposures 


The Undertaking has established and implemented a comprehensive set of insurance risk policies and
procedures in relation to underwriting risks including the Undertaking’s guidelines and processes linked
with insurance risk assessment and maximum Undertaking's share in the risks assumed.


The lapse risk is one of the most important risks in category of underwriting risks. On year end 2017 the
capital requirements under the Standard Formula (without diversification effect) amounted to:


1. Life insurance module: 117 m PLN
2. Health insurance module: 39 m PLN


The risk is monitored quarterly through updating corresponding SCR's, persistency indicators and take-
up rates of policy options. The exposure to catastrophe and the biggest individual insurance risks are
monitored and presented annually. At year end 2017 the observed exposures were:


1. Catastrophe risk: 40m PLN
2. Largest individual insurance risk: 10m PLN 


Sufficiency of the premiums for future claims and expenses, taking into consideration effects of expense
inflation, contractual options/ guarantees, potential anti-selection is tested  and reviewed in documentation
of new products, which is subject to review by Actuarial Function and the Undertaking's lawyers for
evaluation of legal risks. Post sale analysis of products offered is realised through Value of New Business
quarterly reporting.


At present, there are no recognized exposures arising from off-balance sheet positions and the transfer
of risk to special purpose vehicles.


C.1.2   Material risk concentrations 


Through its operations, the Undertaking seeks to underwrite a highly diversified and balanced portfolio
of underwriting risks. In Group Life LOB, material geographical risk concentrations can arise. They are
monitored as exposure to Catastrophe risk as mentioned in the preceding section.  


C.1.3   Material risk mitigation practices 


Underwriting risks are primarily mitigated through single-exposure limits for basic insurance risks such
as mortality, invalidity and critical illness. Risks in excess of such limits can be accepted but must be
reinsured. Exposure to catastrophe risk (understood as potential total loss being result of a single event)
and needs for catastrophe reinsurance are assessed annually in the Annual Reinsurance Report.


C.1.4   Material risk sensitivities 


As required by the calculations to determine the SCR using the SF, the Undertaking determines the
impact of increases in expected loss rates, and pandemic events.







Subrisk:
2017 SCR (in
PLN'000):


2016 SCR (in
PLN'000):


Life underwriting risk
Life mortality risk 15,452 16,513
Life longevity risk 7,955 8,707


Life disability - morbidity risk 3,575 3,540
Life lapse risk 117,369 132,992


Life expense risk 41,400 39,272
Life catastrophe risk 21,696 26,044


Diversification within module (52,114) (56,286)
Total capital requirement for Life underwriting risk 155,333 170,781


And similarly for Health type of underwriting risks:


Subrisk:
2017 SCR (in
PLN'000):


2016 SCR (in
PLN'000):


Health underwriting risk
Health mortality risk 2,530 3,560
Health longevity risk 115 173


Health disability-morbidity risk 26,598 23,477
Health lapse risk 38,878 45,669


Health expense risk 1,804 2,294
Catastrophe risk (including diversification) 2,472 4,216


Diversification within SLT Health underwriting risk (21,090) (21,665)
Capital requirement for SLT Health underwriting risk 51,307 57,724
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C.1.5   Stress and scenario analysis 


There were analysed two scenarios, where the assumptions linked with underwriting risks were used:
depression scenario and scenario of abrupt increase in interest rate. They were considered in the last
ORSA report.


1. Depression scenario


This scenario is related to 2008 financial crisis. It was assumed a sudden slowdown of business activity
resulting from smaller expenses of consumers and enterprises, drop of employment rate, and increase
of inflation and risk-free interest rates. In this scenario it was assumed also a 70-90% new business gap
in relation to plans and in area of underwriting risks, it was assumed higher lapse levels in first year of
the projection:


- Endowment type insurance: 357% of base level;
- Investment insurance: 979% of base level;
- Pension insurance: 208% of base level;
- In the following years: as in the base scenario.


The resulting solvency ratio decreases over the 4 projection years but stay above the level 360%. More
details on the assumptions and corresponding results can be found in the last ORSA report.


2. Scenario of abrupt increase in interest rate


The scenario assumes that the phenomenon of high interest rates and inflation will occur. That combination
of stress conditions has potentially negative effect on solvency risk, e.g. through the loss of the portfolio
surplus value, growing costs which cannot be compensated with a premium increase / fees on the existing
portfolio and resignation from contracts increasing the anti-selection risk. The influence of the above-
mentioned unfavourable factors may be partially limited by the positive influence of growing interest rates
on the profitability of products with built-in non-cash options and guarantees. The long-term UFR has
been determined to be 6% for PLN with the credit rate adjustment (CRA) at the level of 10 bps. The new
sales are affected but there are assumed changes of lapse levels in the first projection year:







- Endowment type insurance: 357% of base level;
- Investment insurance: 979% of base level;
- Pension insurance: 208% of base level;
- In the following years: as in the base scenario.


The resulting solvency ratio decreases over the 4 projection years to the level of 127%. More details on
the assumptions and corresponding results can be found in the last ORSA report.
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C.2   Market risk 


C.2.1   Material exposures 


The Undertaking is exposed to market risks, including interest rates due to timing differences of asset
and liability cash flows and basis differences between valuation rates, credit spreads, and indirectly equity
markets through revenues that depend on the value of investments covering unit-linked policies and
positions held to facility policyholder transactions. These risks are identified and assessed as part of the
Asset Liability Management (‘ALM’) process, in which all balance sheet values are mapped to their
relevant market drivers. The exposures to market risks have been stable over the course of the reporting
period.


C.2.2   Material risk concentrations 


Main type of market risk is interest rate risk. Currency risk is not material as offered products and
investments are nominated in PLN, which is Undertaking base currency. 


C.2.3   Material risk mitigation practices 


Market risks are primarily mitigated through aligning assets and liabilities, in particular in terms of timing
of cash flows and currencies. Exposure to changes in credit spreads is mitigated by investing in a
diversified and high-quality investment portfolio. Equity exposures from the book of unit-linked policies
are managed through product design and selection of suitable investment funds.


C.2.4   Material risk sensitivities 


As required by the calculations to determine the Solvency Capital Requirement (SCR) using the Standard
Formula, the Undertaking determines the impact of changes in interest rates, currency values against
the PLN, equity levels, and credit spreads and market concentration risk.


Subrisk:
2017 SCR (in
PLN'000):


2016 SCR (in
PLN'000):


Market risk
Interest Rate Risk 72,416 121,319


Equity Risk 135,668 109,692
Property Risk — —
Spread Risk 20,578 26,780


Market risk concentrations — 17,237
Currency Risk 8,911 8,699


Diversification within module (66,228) (101,058)
Total capital requirement for market risk 171,346 182,670







C.2.5   Stress and scenario analysis 


Stress and scenario analysis among others considering market risk is performed within the ORSA process.
The ORSA results show that potential changes of market conditions will not threaten the Undertakings
solvency position. The Undertaking maintains adequate solvency levels even if stress scenarios similar
to ones that happened during last several years occur. 
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C.3   Credit risk 


C.3.1   Material exposures 


The Undertaking is exposed to credit risks, i.e., the risk of a value decrease of assets or increase of
liabilities due to the default of 3rd parties, or the increase of the probability of such a default and/or the
associated loss. The two main areas of credit risk for the Undertaking are Investment portfolio and
Reinsurance. The primary concentration of the risk is in the investment portfolio, which is managed by
the Investment Function.


The Investment Function manages credit risk using a structured risk management framework comprising
of:


• Policies, procedures and limits;
• Clear responsibilities for management, monitoring, supervision and oversight;
• On-going self-assessment of risks; and
• Aggregate credit exposure measurement and reporting.


These risks are identified and assessed as part of the Asset Liability Management (‘ALM’) and re-insurance
process, in which the creditworthiness of all obligers is monitored. The exposures to credit risks have
been stable over the course of the reporting period.


C.3.2   Material risk concentrations 


The Undertaking main exposures are:
• Exposures to re-insurers, mainly CNP Santander, however general exposure taking into account


low probability is assessed as not significant;
• Counterparty default risk mainly due to Type 2 exposure - ‘insurance and intermediaries


receivables’;
• Risk exposure coming through incentive programs for distribution channels; and
• Risk exposure coming from  insurance premium due from Credit Life.


General account (non-unit nor index linked) portfolio consists mainly of Poland government bonds (almost
90% in terms of pure market value as of year-end 2016). Besides pure government and government
secured bonds, the Undertaking invested in  few  carefully selected debt securities. Most of them are
issued by financial institutions or energy sector. Main part of corporate bonds investment matured in
second half of 2017 increasing share of governments bonds investment.


C.3.3   Material risk mitigation practices 


Credit risks are primarily mitigated through asset allocation, diversification and single-exposure limits.
For counterparty exposures, the Undertaking may require the placement of collateral.


The Undertaking’s System of Governance ensures that all assets are managed in line with the Prudent
Person principle set out in Article 132 of Directive 2009/138/EC, as exercised through the Investment
Committee and Management Board.


Asset portfolio excluding unit linked or index linked portfolio by credit ratings:







Neither unit-linked nor index-linked
portfolio


Neither unit-linked nor index-linked
portfolio


by internal Metlife
rating


MV amount in
thousand PLN


by internal Metlife
rating


MV amount in
thousand PLN


2017 2016


A1 9,535 A1 5,055


A2 181,074 A2 203,295


A3 4,601,184 A3 4,449,399


Aaa — Aaa 569,071


B1 — B1 20,171


Ba1 — Ba1 —


Baa1 74,187 Baa1 36,017


Baa2 32,205 Baa2 57,989


Baa3 35,785 Baa3 193,126


not rated — not rated —


TOTAL: 4,933,970 TOTAL: 5,534,123
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C.3.4   Material risk sensitivities 


As required by the calculations to determine the Solvency Capital Requirement using the Standard
Formula, the Undertaking determines the impact of changes in credit spreads, a potential extreme loss
of counterparty exposures.


Subrisk:
2017 SCR (in
PLN'000):


2016 SCR (in
PLN'000):


Counterparty default risk
Type 1 exposures 1,878 2,021
Type 2 exposures 7,737 13,380


Diversification within counterparty default risk module (385) (445)
Total capital requirement for counter-party default risk 9,229 14,955


C.3.5   Stress and scenario analysis 


Stress and scenario analysis among others considering credit risk is performed within the ORSA process
through analysis of impact on solvency position sue to spread changes. The ORSA results show that
potential changes of credit spreads will not threaten the Undertakings solvency position. The Undertaking
maintains adequate solvency levels even if stress scenarios similar to ones that happened during last
several years occur. 







C.4   Liquidity risk 
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C.4.1   Material exposures 


The Undertaking manages liquidity risk by providing adequate match of liquid assets to cash outflows
coming from matured liabilities. Taking into account assets and libilities structure and liquidity buffer the
liquidity risk is assessed as low. These risks are identified and assessed as part of the Asset Liability
Management (‘ALM’) process and is monitored by Risk management function. The exposure to liquidity
risk has been stable over the course of the reporting period.


The Undertaking’s investments are typically highly liquid. In its assessment of liquidity, the Undertaking
can also take into account the cash inflows and outflows from its insurance business. The total amount
of the expected profit included in future premiums as calculated in accordance with Article 260(2) of
Commission Delegated Regulation (EU) 2015/35 of 10 October 2014 amounts to 208,7 millions PLN.


C.4.2   Material risk concentrations 


In line with Investment Guidelines, the Undertaking maintains a highly diversified portfolio, and limits the
exposure to individual obligors. Concentrations can arise where the Undertaking’s liquidity needs are
triggered by individual events.


C.4.3   Material risk mitigation practices 


Liquidity risks are primarily mitigated through maintaining liquid buffer, aligning cashflows structure and
asset allocation to liabilities, diversification and single-exposure limits.


C.4.4   Material risk sensitivities 


The Undertaking performs regular stress tests of its liquidity position in adverse events, including
significant and abrupt changes in policyholder behavior including lapse changes. These stress tests
consider the timing of obligations and the ability to liquidate assets over different time horizons, as well
as the impact of such liquidations on realized values. Sensitivity analysis is performed within scenario
analysis.


C.4.5   Stress and scenario analysis 


The Undertaking performs regular stress tests analysis including significant and abrupt changes in
financial markets and  policyholder behavior. These stress tests consider the timing of obligations and
the ability to liquidate assets over different time horizons, as well as the impact of such liquidations on
realized values. 


C.5   Operational risk 


C.5.1   Material exposures 


The operational risk is inseparable part of business activity, that's why the Undertaking manages
operational risk with due care.  The Undertaking is exposed to operational risk consistent with other
financial institutions, including the impact of changes in the regulatory and legal environments and complex
modeling for financial reporting and solvency reporting. Operational risks are identified and assessed
with regards to their frequency and potential impact as part of the risk management process, in which
risks and controls are documented.


The Undertaking identifies and assesses operational risk in the following categories: legal and regulatory
risk (risk of incompliance), system risk (unreliability of IT environment, data quality), fraud risk (internal
and external frauds), risk related to employees activities (e.g. safety in working place, sufficiency of human
resources), transaction risk (e.g. errors in manual processes, unreliability of vendors, errors in models).







Risk assessment process encompasses also potential financial, reputational, regulatory and service (i.e.
impacting the possibility of providing services) risks.
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C.5.2   Material risk concentrations 


The Undertaking doesn't have particular operational risk concentration. 


C.5.3   Material risk mitigation practices 


The Undertaking has implemented operational risk management processes within all 3 lines of defense.
Operational risks are primarily mitigated through functional controls, which are integral elements of the
Undertaking’s Risk Framework and independently validated on a regular basis. The Undertaking regularly
identifies, assesses, monitors and react to operational risks.


C.5.4   Material risk sensitivities 


Each operational risk is rated regarding frequency and potential impact on an inherent basis (i.e., before
effective control), and on a residual basis (i.e., taking into account effective controls), to create a current
risk heat map.


C.5.5   Stress and scenario analysis 


The Undertaking has implemented Business Continuity Process. Stress scenarios analysis is a part of
Business Continuity tests. BCP is regularly reviewed.


C.6   Other material risks 


C.6.1   Material exposures 


Strategic risks are identified through the annual external factors analysis, like political, regulatory,
economic, social and technological. The management of strategic risks is addressed by the leadership
team of each operating company. 


C.6.2   Material risk concentrations 


Now and in 2017 risk concerning many material regulation changes has been observed. The Undertaking
runs many new regulation implementation projects like among others IDD, PRIIPs or GDPR.


C.6.3   Material risk mitigation practices 


Within strategic risk management process the undertaking among others perform business planning
process based on the risk management strategy taking into account risks assessment. The Undertaking
performs tasks to adjust its business activity to being changed regulations.


C.6.4   Material risk sensitivities 


Sensitivity analysis to external triggers and their impact on the Undertaking solvency position is performed
within the ORSA process. The ORSA results confirm the stable solvency situation of the Undertaking
even in case of unfavorable market conditions.  


C.6.5   Stress and scenario analysis 


Stress and scenario analysis is performed within the ORSA process. The ORSA results confirm the stable
solvency situation of the Undertaking even in case of unfavorable market conditions.  







C.7   Any other information 


All information is disclosed in the preceding sections.
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D   Valuation for Solvency Purposes 
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D.1   Assets 


Basis of valuation


The valuation of assets and liabilities for Solvency II has been determined in line with the Solvency II
Directive and related guidance.


Unless expressly stated in the sections below, the Undertaking has valued its assets and liabilities at fair
value. In order to establish the fair value of assets and liabilities, the following guiding principles have
been applied:
• Assets are valued at the amounts for which they could be exchanged between knowledgeable willing


parties in an arm’s length transaction;
• Liabilities are valued at the amounts for which they could be transferred or settled between


knowledgeable willing parties in an arm’s length transaction, excluding own credit risk.


The determination of fair value of financial assets and liabilities, which comprise substantially all of the
assets and liabilities of the Undertaking, is set out below. 


Fair value of financial assets with active market


When available, the  fair value of financial assets is based on quoted prices in active markets that are
readily and regularly obtainable. These are the most liquid of the Undertaking's financial assets, and
valuation of these assets does not involve management's judgement.


Fair value of financial assets with no active market


When developing  fair values, where quoted prices are not available, the Undertaking uses one of three
broad valuation techniques or a combination thereof: (i) the market approach, (ii) the income approach,
and (iii) the cost approach. 


The significant inputs to these valuation techniques are inputs that are observable in the market or can
be derived principally from, or corroborated by, observable market data. When observable inputs are not
available, inputs that are not observable in the market or cannot be derived principally from, or corroborated
by, observable market data, are used. These unobservable inputs can be based in large part on
management's judgement or estimation, and cannot be supported by reference to the market activity.
Even though these inputs are unobservable, management believes they are consistent with what other
market participants would use when pricing such financial assets and are considered appropriate given
the circumstances. Actual results may differ materially from these estimates.


Such estimates are reviewed on an ongoing basis, and any difference recognised in the period in which
the estimate is revised if the revision affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods. 


For financial assets due within one year of the balance sheet date, the Undertaking believes the fair value
is represented by the amounts realisable, on account of their short term nature. The undertaking is
investigating material sources of uncertainty in estimating investments by calculating the PV01 measure
(present value of an 01 basis point). This measure illustrates the change in the value of the portfolio under
the influence of changing the market interest rate by one basis point.


Financial position


The financial position of the Undertaking, produced below, comprises figures produced under both
Solvency II and in the Undertaking's financial statements. The Undertaking's financial statements are
based on the audited financial statements of the Undertaking, prepared in accordance with the accounting
principles generally accepted in Poland (‘Polish GAAP’).  







Assets of the Undertaking as at December 31, 2017


Assets
Solvency II


value


Reclassificati
on


differences
Valuation


differences Polish GAAP
PLN'000 PLN'000 PLN'000 PLN'000


Deferred acquisition costs — — 395,035 395,035
Intangible assets — (13) 12,844 12,831
Deferred tax assets — — 55,555 55,555
Property, plant and equipment held
for own use 684 13 — 697
Investments (other than assets held
for index-linked and unit-linked
funds) 5,391,254 — (460,572) 4,930,682
Participations and related
undertakings 332,485 — 22,438 354,923


Bonds 4,933,970 — (483,835) 4,450,135
Collective Investments
Undertakings 2,354 — — 2,354
Deposits other than cash
equivalents 122,445 — 824 123,269
Assets held for index-linked and
unit-linked funds 1,642,935 (1,673) (79) 1,641,184
Loans on policies 37,056 — — 37,056
Loans and mortgages to
individuals 306 — — 306
Reinsurance recoverables 23,269 — 164,959 188,228
Non-life and health similar to non-
life — — — —
Life and health similar to life,
excluding health, index-linked and
unit-linked 23,269 — 164,959 188,228


Health similar to Life 9,757 — 84,203 93,959
Life excluding Health and index-
linked and unit-linked 13,512 — 80,756 94,268


Life index-linked and unit linked — — — —
Deposits to cedants — — — —
Insurance and intermediaries
receivables 37,824 — 6,039 43,863
Reinsurance receivables 25,858 — — 25,858


Receivables (trade, not insurance) 3,623 19,856 35 23,514


Cash and cash equivalents 16,368 — (3) 16,365
Any other assets, not elsewhere
shown 251 — 2,379 2,630


Total Assets 7,179,428 18,184 176,193 7,373,804
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Assets of the Undertaking as at December 31, 2016


Assets
Solvency II


value


Reclassificati
on


differences
Valuation


differences Polish GAAP
PLN'000 PLN'000 PLN'000 PLN'000


Deferred acquisition costs — — 782,133 782,133
Intangible assets — — 12,333 12,333
Deferred tax assets — — 94,019 94,019
Property, plant and equipment held
for own use 811 — — 811
Investments (other than assets held
for index-linked and unit-linked
funds) 5,887,561 — (444,651) 5,442,910


Participations 290,049 — 60,077 350,526
Bonds 5,534,123 — (505,128) 5,028,995
Investment Funds 2,272 — — 2,272
Deposits other than cash
equivalents 61,117 — — 61,117


Assets held for index-linked and unit-
linked funds 1,565,134 (7,362) (15) 1,557,757
Loans on policies 43,179 — — 43,179
Loans and mortgages 576 — — 576
Reinsurance recoverables 46,051 — 409,158 455,209


Non-life and health similar to non-
life — — — —
Life and health similar to life,
excluding health, index-linked and
unit-linked 46,051 — 409,158 455,209


Health similar to Life 19,096 — 202,871 221,967
Life excluding Health and index-
linked and unit-linked 26,955 — 206,287 233,242
Life index-linked and unit-linked — — — —


Deposits to cedants — — — —
Insurance and intermediaries
receivables 62,155 — 3 62,158
Reinsurance receivables 22,410 (21,710) —
Receivables (trade, not insurance) 3,237 23,804 — 27,041
Cash and cash equivalents 20,127 — 22 20,149
Any other assets, not elsewhere
shown 725 — 1,815 2,040
Total Assets 7,651,665 (4,569) 854,417 8,499,814
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D.1.1   Deferred Acquisition Costs 


Under Solvency II, deferred acquisition costs do not represent a recognisable asset. Cash outflows on
acquisition are expensed when incurred. 


Under Polish GAAP, acquisition costs are deferred and amortised over the expected term of the relevant
contracts. Accordingly, the two amounts differ on account of the different accounting policies applied.  
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D.1.2   Intangible assets 


Intangible assets include those payments made to third party distributors for exclusive rights obtained
by the Undertaking.


Under Solvency II, intangible assets are not recognised unless the Undertaking is able to sell the asset
for a price derived from an active market. Thus the Undertaking does not recognise intangible assets
under Solvency II. 


Under Polish GAAP, intangible assets are stated at carrying value (i.e. cost less accumulated amortisation
and / or accumulated impairment). Accordingly, the two amounts differ on account of the different
accounting policies applied.


D.1.3   Deferred tax assets 


Under Solvency II, a deferred tax asset is recognised on the estimated future tax effects of temporary
differences, unused tax losses carried forward and unused tax credits carried forward. Deferred tax is
only recognised where it is probable that it will be realised, i.e. that future taxable profits will be available
against which deductible temporary differences can be utilised. Deferred tax is measured based on the
rates and tax laws enacted or substantively enacted at the reporting date, on an undiscounted basis. The
principles under which deferred tax assets and liabilities are recognised under Solvency II are broadly
similar to those under Polish GAAP. However, there are differences in the carrying value of underlying
assets and liabilities, which give rise to temporary differences between carrying value and tax base.
Accordingly, the two amounts differ on the Balance Sheets. The Undertaking has a Deferred tax liability
position (see section D.3.3 Deferred tax liabilities).


D.1.4   Property, plant & equipment held for own use 


Under Solvency II, property (both for own use and for investment purposes) is stated at fair value based
on an independent party's valuation. The Undertaking considers that full independent valuation should
be performed at least once every three years, to ensure that the carrying amount under Solvency II does
not materially differ from the fair values at the reporting date. The Undertaking does not currently own
any property.


Under Polish GAAP, property is measured at cost less accumulated depreciation. In general, these
amounts are considered to be the same.


Under Solvency II, leasehold improvements are stated at fair value. Under Polish GAAP, leasehold
improvements are stated at cost less accumulated depreciation. The Undertaking deems it appropriate
that the depreciated value of leasehold improvements reasonably approximates fair value. Hence, the
Solvency II value is equal to the value under Polish GAAP.


Plant & equipment is stated at fair value under Solvency II. Under Polish GAAP, plant and equipment is
stated at cost less accumulated depreciation. Given the size and nature of such assets, the Undertaking
deems it appropriate that the depreciated value of plant and equipment reasonably approximates fair
value. Hence, the Solvency II value is equal to the value under Polish GAAP.







D.1.5   Investments (other than assets held for index-linked and unit-linked contracts) 


Under Solvency II, investments are stated at fair value, except strategic participations, as set out below.


The valuation techniques and source of pricing inputs used by the Undertaking for significant categories
of investments are produced below:
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D.1.5.1   Property (other than for own use) 


The Undertaking does not have any Investment properties.


D.1.5.2   Holdings in related undertakings, including participations 


Subsidiaries


Subsidiaries are related undertakings over which the Undertaking has control. Under Solvency II, given
the Undertaking's subsidiary is not listed, the adjusted equity method is applied to determine its fair value.


The adjusted equity method requires valuing such investments based on the Undertaking's share of the
excess of assets over liabilities of the related undertaking, using the Solvency II valuation principles. 


Under Polish GAAP, investments in subsidiaries are valued using the equity method. The equity method
differs from the adjusted equity method, in that the latter requires the Undertaking to measure the
underlying assets and liabilities of the investee at the balance sheet date at their respective fair values.
Accordingly, the valuation of subsidiaries on the Solvency II Balance Sheet differs from their valuation
on the Polish GAAP balance sheet.


D.1.5.3   Equities 


The Undertaking does not have any equities, listed or unlisted, other than investments in subsidiaries or
assets held for index-linked and unit-linked contracts.


D.1.5.4   Bonds 


Government bonds listed on a recognised exchange are valued using the quoted prices for identical
instruments.


Government bonds which are not listed, are principally valued using the market approach. Valuations
are based primarily on matrix pricing or other similar techniques using standard market observable inputs,
including benchmark yields, issuer ratings, broker-dealer quotes, issuer spreads and reported trades of
similar instruments, including those within the same sub-sector or with a similar maturity or credit rating.


Corporate bonds listed on a recognised exchange are valued using quoted prices, or quoted prices for
similar assets.


Corporate bonds which are not listed, are principally valued using the market and income approaches.
Valuations are based primarily on quoted prices for similar listed instruments in active markets, quoted
market prices for listed bonds in markets that are not considered active, or using matrix pricing or other
similar techniques that use standard market observable inputs such as benchmark yields, spreads of
benchmark yields, new issuances, issuer rating, duration, and trades of identical or comparable
instruments. Privately-placed instruments are valued using matrix pricing methodologies using standard
market observable inputs, and inputs derived from, or corroborated by, market observable data including
market yield curve, duration, call provisions, observable prices, and spreads for similar publicly traded
or privately traded issues that incorporate the credit quality and industry sector of the issuer, and in certain
cases, delta spread adjustments to reflect the specific credit-related issues.







Corporate bonds for which observable inputs are not available, are principally valued using the market
approach. Valuations are based primarily on matrix pricing or other similar techniques that utilise
unobservable inputs or inputs that cannot be derived principally from, or corroborated by, observable
market data, including illiquidity premium, delta spread adjustments to reflect specific credit-related issues,
credit spreads, and inputs including quoted prices for similar instruments that are less liquid and based
on lower levels of trading activity. Certain valuations are based on independent non-binding broker
quotations.


Under Polish GAAP, certain bond portfolios, other than those backing unit linked liabilities, are treated
as "Held to Maturity" and stated at amortised cost. Accordingly, the two Balance Sheets differ on account
of the different accounting policies applied.
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D.1.5.5   Collective Investments Undertakings 


Collective investments undertakings listed on a recognised exchange are valued using the quoted prices
provided by the investment managers, that are based on their respective net asset values.


Under Polish GAAP, collective investments undertakings are stated at fair value. Accordingly there are
no differences between Solvency II and Polish GAAP.


D.1.5.6   Derivatives 


The Undertaking does not currently hold any derivatives.


D.1.5.7   Deposits other than cash equivalents 


Deposits other than cash equivalents comprise of demand deposits. These are carried at fair value on
the Solvency II balance sheet, which are based on the amounts due on demand.


Under Polish GAAP, demand deposits are stated at carrying value which approximates fair value.
Accordingly, there is no difference between the two amounts. 


D.1.6   Assets held for index-linked and unit-linked contracts 


Under Solvency II, assets held for index-linked and unit-linked contracts are stated at fair value.


Index-linked and unit-linked funds are comprised of the various categories of investments and other
assets described herein. For disclosure of the valuation methodology used for these assets, please refer
to the relevant notes in this section.


Under Polish GAAP, assets held for index-linked and unit-linked contracts are stated at fair value.
Accordingly, there is no valuation difference between the two amounts. However, there are some
classification differences where items are treated as Unit Linked for Solvency II and Receivables/Payables
for Polish GAAP.   


D.1.7   Loans and mortgages 


Under Solvency II and Polish GAAP, loans and mortgages are stated at fair value. The Undertaking
considers the amounts due to be repaid less impairment as a reasonable approximation of their fair value.


D.1.8   Reinsurance recoverables 


Under Solvency II, reinsurance recoverables are valued using the cash-flow projection model similar to
that used to calculate the best estimate of liabilities.







The reinsurance recoverables are adjusted for expected defaults using internal assumptions. Further
information on the best estimate of liabilities, its valuation methodology, basis and assumptions used can
be found in section D.2 Technical Provisions.


Under Polish GAAP, reinsurance recoverables are valued using the same methods used to calculate
technical provisions under local rules. Accordingly, there are differences between the value of reinsurance
recoverables on the two balance sheets.
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D.1.9   Insurance and intermediaries receivables 


This relates to the amounts due from policyholders, insurance intermediaries and other insurers linked
to insurance business. 


Under Solvency II, these are stated at fair value. Given these assets are relatively short term (less than
one year), the Undertaking has determined that their realisable value reasonably approximates fair value.


Under Polish GAAP, receivables and other assets are recorded at cost less any irrecoverable amounts
and are an approximation of the fair value of these assets. Accordingly, there are no differences between
Solvency II and Polish GAAP.


D.1.10   Reinsurance receivables 


Reinsurance receivables relate to claims and commissions reported but not yet settled by reinsurers.
Under Solvency II, these are stated at fair value. Given these assets are relatively short term (less than
one year), the Undertaking has determined that their realisable value reasonably approximates fair value.


D.1.11   Receivables (trade, not insurance) 


Under Solvency II, trade and other receivables are stated at fair value. Under Polish GAAP receivables
are recognized at amount which is expected to be received less any potential impairment. Given these
assets are relatively short term (less than one year), the Undertaking has determined that their realisable
value reasonably approximates fair value. However, there are some classification differences where items
are treated as Unit Linked for Solvency II and Receivables/Payables for Polish GAAP.


D.1.12   Cash and cash equivalents 


Cash and cash equivalents are carried at fair value on the Solvency II balance sheet, which is based on
the amounts due on demand. Bank overdrafts are disclosed in debts owed to credit institutions.


Under Polish GAAP, cash and cash equivalents are stated at nominal value plus accrued interest (if
applicable), which is reasonable approximation of fair value.


D.2   Technical provisions 


The technical provisions correspond to the current amount the Undertaking would have to pay if they
were to transfer their insurance obligations immediately to another undertaking. The value of technical
provisions are equal to the sum of a best estimate liability and a risk margin. The option to calculate
technical provisions as a whole is not used. The methodology employed in the calculation of the best
estimate liability is covered in section D.2.3 and the risk margin is covered in section D.2.7.


Given the Interim Measures reporting is based on best efforts basis, certain areas of calculation of technical
provisions are subject to approximations as outlined in section D.2.8. The approach to segmentation is
covered in section D.2.1.


The best estimate liability is calculated gross, without deduction of the amounts recoverable from
reinsurance contracts. Such recoverable amounts are calculated separately and are covered in section
D.2.4.
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D.2.1   Segmentation 


Under Solvency II, undertakings should properly segment the business into the lines of business specified
in the guidelines. The primary segmentation should distinguish between life and non-life insurance
obligations. The distinction does not coincide with the legal definition, but rather with how the contract is
pursued on a similar technical basis, i.e. life insurance will be considered a life insurance obligation and
likewise non-life will be considered a non-life obligation.


Life business is segmented into 17 lines of business. The undertaking does not have business classified
as the non-life insurance. The following main lines of business have been identified:


• Other life insurance;
• Insurance with profit participation;
• Index-linked and unit-linked life insurance; and
• SLT Health insurance.


D.2.2   Technical provisions split by line of business 


Technical provisions split by gross and net of reinsurance 


Illustrated below is breakdown of gross and net technical provisions by line of business:


Gross of
Reinsurance


Reinsurance
Relief


Net of
Reinsurance


Gross of
Reinsurance


Reinsurance
Relief


Net of
Reinsurance


2017 PLN'000 2017 PLN'000 2017 PLN'000 2016 PLN'000 2016 PLN'000 2016 PLN'000


Insurance with profit
participation 3,577,235 (453) 3,576,783 3,837,519 16,422 3,853,941
Index-linked and unit-
linked insurance 1,510,644 1,510,644 1,438,865 — 1,438,865
Other life insurance 141,179 (13,060) 128,119 128,982 (43,377) 85,605


Accepted reinsurance — — —
Health insurance (direct
business) 25,955 (9,757) 16,198 29,405 (19,096) 10,309


Total Life 5,255,013 (23,269) 5,231,745 5,434,771 (46,051) 5,388,720


 Total Non-Life — — — — — —


Total Technical
Provisions 5,255,013 (23,269) 5,231,745 5,434,771 (46,051) 5,388,720







Gross technical provisions split by best estimate liability and risk margin


The table below presents the breakdown of gross technical provisions by lines of business into Best
Estimate Liability ("BEL") and Risk Margin (methodology is covered in sections D.2.3 and D.2.7
respectively).


Gross technical provisions
split by Best Estimate Liability


and Risk Margin


BEL
Risk


Margin


Gross
Technical
Provision


under
Solvency II BEL


Risk
Margin


Gross
Technical
Provision


under
Solvency II


2017 2017 2017 2016 2016 2016


PLN'000 PLN'000 PLN'000 PLN'000 PLN'000 PLN'000


Insurance with profit participation 3,535,291 41,945 3,577,235 3,788,057 49,462 3,837,519
Index-linked and unit-linked
insurance 1,497,428 13,216 1,510,644 1,425,090 13,775 1,438,865
Other life insurance 135,327 5,852 141,179 124,346 4,636 128,982


Accepted reinsurance — — —
Health insurance (direct
business) 18,123 7,832 25,955 21,052 8,353 29,405


Gross Total Life 5,186,169 68,845 5,255,013 5,358,545 76,226 5,434,771


Gross Total Non-Life 0 0 0 — — —


Total Gross Technical
Provisions 5,186,169 68,845 5,255,013 5,358,545 76,226 5,434,771
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D.2.3   Best estimate 


D.2.3.1   Methodology for the calculation of the best estimate 


For material items in all lines of business, the best estimate corresponds to the probability weighted
average of future cash-flows taking account  of the time value of money.


D.2.3.2   Cash-flow projections 


The cash-flow projections reflect the expected realistic future demographic, legal, medical, technological,
social and economic developments over the lifetime of the insurance obligations. 


D.2.3.3   Recognition and derecognition of insurance and reinsurance contracts for solvency purposes 


The Undertaking observes the process of recognition and derecognition of its insurance obligations in
line with the technical specification, which states:


The calculation of the best estimate only includes future cash-flows associated with recognised obligations
within the boundary of the contract. No future business is taken into account for the calculation of technical
provisions.







An insurance obligation is initially recognised by insurance undertakings at whichever is the earlier of the
date the undertaking becomes a party to the contract that gives rise to the obligation or the date the
insurance cover begins.


A contract is de-recognised as an existing contract only when the obligation specified in the contract is
extinguished, discharged, cancelled or expires.
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D.2.3.4   The boundary condition of a recognised insurance and reinsurance contracts 


The definition of the contract boundary is applied in particular to decide whether options to renew the
contract, to extend the insurance coverage or other changes in the contract give rise to a new contract
or belong to the recognised contract.  Where the option belongs to the recognised contract the provisions
for policyholder options are taken into account.


For Group Life, and part of the portfolio of Personal Accident riders where the Undertaking has a right to
amend premiums to fully reflect the risks the contract boundary is set to be next anniversary. For unit
linked products containing no significant insurance coverage and no long term guarantees, no future
premiums are assumed. Endowment type products with minimum benefit guarantee are projected
assuming contract boundary to be equal to the premium paying term of the contract.


For all other lines of business, the contract boundary is set equal to the contractual term of the contract.


D.2.3.5   Time horizon 


For all of the calculations of best estimate, a projection period of 50 years has been assumed.  This ought
to adequately account for all material cash-flows in the portfolio.  


D.2.3.6   Gross cash-flows 


The cash-flow projection used in the calculation of the best estimate takes account of all the cash in and
out-flows required to settle the insurance obligations within the time horizon and is in line with Articles
77 and 78 of the Solvency II Directive.


D.2.3.7   Gross cash in-flows 


The best estimate includes items such as future premiums and other policyholder payments but does
not take into account investment returns. Premiums which are due for payment by the valuation date are
presented as a premium receivable on the balance sheet.


D.2.3.8   Gross cash out-flows 


The cash out-flows are calculated and include benefits payable to the policyholders or beneficiaries,
expenses that will be incurred in servicing insurance obligations and commissions.


D.2.3.9   Life insurance obligations 


Cash-flow projections used in the calculation are made separately for each policy with the exception of
products that require asset liability interaction in projection (insurance with profit participation). In this
case model points are grouped. This is necessary to limit processing time. It should be noted that there
are no significant differences in the nature and complexity of the risks underlying the policies that belong
to the same group; the grouping of policies does not misrepresent the risk underlying the policies and
does not misstate the results.


D.2.3.10   Non-life insurance obligations


The Undertaking does not offer products segmented as non-life.







D.2.3.11   Valuation of options and guarantees embedded in insurance contracts 


In the valuation of the options and guarantees, the Undertaking takes into account all material financial
guarantees and contractual options included in the Undertaking's insurance contracts. 


The contractual options which are pre-determined in contracts which the Undertaking sells or has sold
include:


• Surrender value option, where the policyholder has the right to fully or partially surrender the
policy and receive a pre-defined lump sum amount; and


• The option to choose one of the pre-determined settlement options of benefit payment.


The take up rates of the options as well as their relation with interest rate level is subject to monitoring
and changes in best estimate assumptions are implemented if justified.


The financial guarantees which are embedded in the Undertaking's life insurance contracts includes:
• Guaranteed minimum death or maturity benefit; and
• Tax Equalization Benefit in some of unit linked products.
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D.2.3.12   Valuation of future discretionary benefits 


The calculation of the best estimate takes into account future discretionary benefits which are  expected
to be made. The value of future discretionary benefits is calculated separately.


The material future discretionary benefits which are expected to be made by the Undertaking are in
relation to the Excess Interest Benefit. This benefit is attached to a number of different blocks of
Endowment, Pure Endowment and Whole of Life business.


The excess interest benefit is a benefit uplift which is generally calculated as the excess of the declared
yield over the guaranteed rate. The declared yield is based on the investment return of specific pools of
assets.


Any increase in excess interest benefit after valuation date is treated as discretionary benefits.


D.2.3.13   Unbundling 


For contracts that cover multiple risks, Solvency II requires these risks to be unbundled. Unbundling
within the main life insurance segments above is applied to life (re)insurance contracts where those
contracts:


• Cover a combination of risks relating to different lines of business; and
• Could be constructed as stand-alone contracts covering each of the different risks.


D.2.4   Reinsurance recoverables 


The calculation of amounts recoverable from reinsurance contracts follow the same principles and
methodology as presented above for the calculation of other parts of the technical provisions.


Where the timing of recoveries and that for direct payments markedly diverge this has been taken into
account in the projection of cash-flows. Where the timing is sufficiently similar to that for direct payments
the timing of direct payments has been used.


The amounts recoverable have been calculated consistently with the boundaries of the insurance
contracts to which they relate.


The expenses incurred in relation to the management and administration of reinsurance are allowed for
in the calculation of the best estimate.







The amounts recoverable from reinsurance contracts are then adjusted to take account of expected
losses due to default of the counterparty. The adjustment is calculated separately and is based on an
assessment of the probability of default of the counterparty and the average loss-given-default.
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D.2.5   Discounting 


Discount rates are risk free; without any modifications.


D.2.6   Calculation of technical provisions as a whole 


The calculation of technical provisions as a whole is not applicable to the Undertaking.


D.2.7   Risk margin 


The risk margin is calculated by line of business and is then added to the BEL in order to obtain the
technical provisions by line of business. The risk margin is calculated by: 


• Projecting the non-hedgeable SCR components at each future time period using risk
drivers;


• Aggregating the projected non-hedgeable SCR components using the prescribed
correlation matrices; and


• Taking a charge of 6% per annum on the run-off of the SCR;


Discounting those amounts at the risk-free rates.


As allowed in Article 58 of the Delegated act the Undertaking uses a simplified method for calculation of
the risk margin. The method uses approximations of the amounts denoted by the terms SCR(t) referred
to in Article 37(1).


D.2.8   Approximation of technical provisions 


Technical provisions - un-modelled business


Due to modelling limitations on certain lines of business, the calculation of components of the BEL is not
currently possible (for example, due to missing plan codes). Material gaps are addressed via unmodelled
adjustments (UA). 


D.2.9   Level of uncertainty associated with technical provisions 


Levels of uncertainty associated with technical provisions


In the calculation of technical provisions, it is necessary to make judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and other factors that are
considered relevant. Actual results may differ from these estimates.


The estimates and underlying assumptions are reviewed on annual basis.


The key assumptions concerning the future, and other key sources of estimation uncertainty at the
reporting date, are discussed below.


Key sources of estimation uncertainty


1. Unit-linked contracts


Unit-linked account values


Liabilities for insurance and investment contracts include unit reserves at market value and unallocated
premiums. The unit reserves are equal to the sum across unit funds of the numbers of policyholder units







multiplied by the unit price (at bid price). Unallocated premiums are premiums that have been issued but
not yet allocated to units. The value of the unit reserves are known and contain no uncertainty.


Best estimate liability


The best estimate liability represents the unit reserves plus the present value of future benefits, in excess
of the unit reserves, to be paid to the policyholders or on behalf of the policyholders and related expenses
less the present value of future charges deducted from the unit-linked account. The key assumptions
concerning the future, and other key sources of estimation uncertainty at the reporting date that could
impact the valuation of the best estimate liability, are discussed below.


2. Non unit-linked contracts


Best estimate liability


The liabilities represent the present value of future benefits to be paid to the policyholders or on behalf
of the policyholders and related expenses less the present value of future premiums. The key assumptions
concerning the future, and other key sources of estimation uncertainty at the reporting date that could
impact the valuation of the best estimate liability, are discussed below.


Key assumptions used in calculating the best estimate liability:
• Expected future economic conditions (including risk-free interest rates, inflation rates and


reinvestment rates);
• Direct per policy maintenance expenses and associated inflation;
• Mortality rates based on selected published actuarial mortality tables; and
• Lapse rates based on expected surrender experience.


Such assumptions are captured in more detail in section D.2.3.


Expert judgement


Expert judgement is necessary in the calculation of the best estimate liability in a number of different
ways:


• Selection of data to use, correcting errors and deciding on the treatment of outliers or extreme
events;


• Selection of realistic assumptions and the period of data on which such assumptions are based;
• Selection of the valuation technique considering appropriate alternative methodologies;
• Incorporating appropriately in the calculations the environment under which the Undertaking


operates its business; and
• Adjusting the data to reflect current or future conditions and adjusting external data to reflect the


portfolio.
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D.2.10   Matching adjustment 


This is not applicable to the Undertaking.


D.2.11   Volatility adjustment 


This is not applicable to the Undertaking.


D.2.12   Transitional risk-free interest rate-term structure 


This is not applicable to the Undertaking.


D.2.13   Transitional deduction 


This is not applicable to the Undertaking.
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D.2.14   Differences between Solvency II valuation and Polish GAAP 


The table and the associated explanations below provide key differences between technical provisions
under Solvency II and those presented in the Undertaking's financial statements:


2017 Line of Business for Polish GAAP


Analysis of Differences


Other life
insurance


Insurance
with profit
participati


on


Index-linked
and unit-
linked life
insurance


SLT
Health


insurance


Non-SLT
Health


insurance


Other non-
life


insurance


PLN'm PLN'm PLN'm PLN'm PLN'm PLN'm


Technical Provisions under
Polish GAAP (Gross with
DAC) 430 3,560 1,694 325 — —
Technical Provisions under
Polish GAAP (Gross less
DAC) 302 3,516 1,663 133 — —


Items in Polish GAAP not in
Solvency II (DAC/VOBA
and negative VOBA) 129 44 31 192 — —
Assumption & Methodology
Differences 166 (20) 166 115 — —
Items in Solvency II not in
Polish GAAP (Risk Margin) 6 42 13 8 — —


Gross Technical Provisions
under Solvency II 141 3,577 1,511 26 — —


2016 Line of Business for Polish GAAP


Analysis of Differences


Other life
insurance


Insurance
with profit
participati


on


Index-
linked and
unit-linked


life
insurance


SLT Health
insurance


Non-SLT
Health


insurance


Other non-
life


insurance


PLN'm PLN'm PLN'm PLN'm PLN'm PLN'm


Technical Provisions under
Polish GAAP (Gross less
DAC) 641 3,953 1,609 555 — —
Items in Polish GAAP not in
Solvency II (DAC/VOBA and
negative VOBA) 366 — 49 367 — —
Assumption & Methodology
Differences (151) (165) (134) (167) — —
Items in Solvency II not in
Polish GAAP (Risk Margin) 5 49 14 8
Gross Technical Provisions
under Solvency II 129 3,838 1,439 29 — —


   







There are significant differences between the technical provisions in the Financial Statements under
Polish GAAP and the technical provisions under Solvency II.


Items in Polish GAAP but not in Solvency II


Deferred Acquisition Costs is the main item which is recognised under Polish GAAP but not under Solvency
II.


Assumption and Methodology Differences


Future projected profits:
Solvency II capitalizes all future profits, subject to contract boundaries, whereas Polish GAAP generally
does not. Polish GAAP valuation of non-linked business adopts a net premium valuation methodology
on regular premium business.  In particular the best estimate method is not used in assumptions on future
mortality, morbidity or expenses. They are assumed at product pricing stage and remain unchanged
during policy period. It refers also to technical interest rates, which, within regulatory limitations, remain
constant and independent from market conditions, in contrast to RF rates applied under Solvency II
standard. For unit-inked type contracts, reserves typically equal the account values with no allowance
for future profits, differently from CF methods used under Solvency II.


Conservatism in assumptions:
Solvency II assumptions are all best estimate whereas Polish GAAP may apply pricing assumptions
(within allowed limits) or assumptions including margins conservatism. Usually the lapses are not taken
into account and regarding expenses, technical interest rates or future benefits a safety margins are
assumed. Also, it allows reducing assumptions updates and higher effectiveness of reporting processes.


Legal constraints:
Statutory reserves cannot be lower than cash value or negative, this is not required for solvency valuation.


Discount rates:
Interest rates used for statutory and solvency valuations are different. For statutory valuation usually a
flat interest rate is used (subject to legal constraints) while for solvency valuation the interest rate structure
is provided by EIOPA.


Time value of options and guarantees:
Technical provisions for solvency purposes include time value of options and guarantees, in contrast to
statutory reserves.


Items included in Solvency II and not in Polish GAAP:
Solvency II regime includes ‘Risk Margin’ which is based on cost of capital for non hedgable risks. This
item is not applicable in Polish GAAP.
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D.2.15   Information on Actuarial Methodologies & Assumptions 


Principal assumptions used in the determination of technical provisions


Solvency II requires assumptions to be based on best estimate.  The assumptions are revised on a regular
basis to adjust for recent experience and changes to market factors.


1. Demographic Assumptions
Mortality and morbidity assumptions are generally based on published official mortality tables multiplied
by Actual/Expected ratio to allow for the results of the Experience Studies. The published tables are
generally Poland specific, and may be product specific. In some cases the table will be provided by a
reinsurer or based on data published by international organizations like WHO.


Lapse/surrender/persistency assumptions tend to be Undertaking specific but may be influenced by







market data. In general the assumption is product and distribution channel specific.


There is no modelling of the“paid-up” decrement on the grounds of proportionality, since this is more
complex to model and in any case is assumed to be broadly equivalent financially to the surrender of the
contract, therefore the assumption is not used.


2. Expense Assumptions
Expense assumptions are based on the results of the Expense Studies. They are entirely Undertaking
specific, not only in the manner that they reflect the actual expense base of the Undertaking, but also in
the way that the Undertaking allocates expenses between acquisition and maintenance and by line of
business.


3. Economic Assumptions
Noting that Solvency II prescribes future capital market economic assumptions to be “risk neutral”, with
risk free interest rates published by EIOPA, economic assumptions are effectively limited to expense
inflation which is set at the level of expected long term inflation target.


There are also asset volatility assumptions used in the Economic Scenario Generators (ESGs). These
too are constrained to the risk neutral framework, subject to certain discretionary calibration choices
beyond the scope of the present document.
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D.2.15.1   Mortality 


Mortality rates are set at a product level. Base mortality rates are taken from official published mortality
tables, which vary by age and sex. Depending on the product, experience multipliers are applied to bring
the assumptions in line with our own experience.


Where standard tables are not available, alternatives may be used which best match the experience. For
certain products, separate morality rates are used for accidental death and death caused by disease and
sickness.


D.2.15.2   Morbidity 


Morbidity incidence rates are set at a product and coverage level. The following split of coverages
is used in the models:


• Accidental Death
• Permanent Disability
• Temporary Disability
• Critical Illness
• Hospitalization


Base morbidity rates are based on tables published by the national statistical office or WHO and may
vary by age and sex. 


Depending on the product, experience multipliers are applied to bring the assumptions in line with our
own experience.


D.2.15.3   Persistency 


Lapses
Lapse rates are defined at a product, premium type (regular or single), distribution channel and policy
year level.


Dynamic Lapses
The dynamic lapses functionality compares the policy return rate with the average competitor return rate
and then decides to increase, decrease or not modify the standard lapse rate. If the average competitor
return rate is in the interval around the policy return rate, the standard lapse rate is not modified. If the







average competitor return rate is above the upper bound of the interval, the standard lapse rate is
increased. If the average competitor return rate is below the lower bound of the interval, the standard
lapse rate is decreased.


Following an investigation performed on undertaking's historical data the dependence on market interest
rates occurred to be insignificant. Therefore, it was not modelled at 2017 year end.
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D.2.15.4   Expenses 


4a. Expense assumption
Expenses are split into initial and renewal expenses. Expenses can be fixed, % of premium, % of sum
assured or % of mathematical reserve. Expenses depend on product, premium type and distribution
channel. All expenses are in local currencies.


4b. Expense inflation assumption
Maintenance and overhead expenses are adjusted based on inflation assumptions. For all business,
inflation is assumed to be 2.5% per year.


4c. Commission assumption
Commissions are split into initial and renewal commissions. Standard commission is calculated as % of
premium. Depending on product and distribution channel, bonus commission and override commission
may be included. Commission rates depend on product, premium payable year, policy year and distribution
channel. All standard commission rates are % of premium


D.2.15.5   Premium Indexation 


For the products subject to indexation, it is applied as a percentage increase in premiums over each
projection year.


D.2.15.6   Contractual Benefit Increases 


For the products with contractual benefit increases, they are applied as a percentage increase in benefits
over respective future policy years.


D.2.15.7   Interest Rate 


7a. Interest rate assumptions 
The yield curves used are provided by EIOPA.


7b. Credited rate/EIB
Excess interest benefit (EIB) exists for certain products. The EIB credited rates are product specific and
are defined through a participation rate applied to the declared portfolio yield less the technical interest
rate and less expense margin.


The declared yield each year is calculated by projecting the performance of assets in the portfolio using
risk neutral market consistent rates.


D.2.15.8   Fund Growth - VUL 


The assumed growth rate of unit-linked funds is consistent with the relevant risk-free interest term
structure. 


D.2.15.9   Rebate/Management Fees/Misc - VUL 


Rebate/management fees applicable are included in cash flows used for BEL calculation.







D.2.15.10   Discount Rate/Illiquidity Premium


This is consistent with section D.2.15.7   Interest Rate.
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D.2.15.11   Options and Guarantees 


See section D.2.3.11   Valuation of options and guarantees embedded in insurance contracts for details.


D.2.15.12   Management Actions 


There are currently no management actions allowed for in the calculation of the Best Estimate Liability.
There have been no changes in assumptions compared with the previous reporting period.


D.2.15.13   Policyholders' Behaviour 


Guarantees are described as being out-of-the-money in situations where the guaranteed benefit is less
than the current policy value. They are in-the-money when the guaranteed benefit exceeds the policy
value.


Dynamic lapse behaviour refers to the situation where policies with guarantees that are out-of-the-money
have higher lapse rates than those with guarantees that are in-the-money. The basic rationale for this
behaviour is that a policyholder with a guarantee that has some value is less likely to surrender than a
policyholder with a worthless guarantee. See section D.2.15.3 for details.


D.2.15.14   Economic Scenario Generator 


The Economic Scenarios (ES) for the with profit business are produced by a third-party-supplied (Numerix)
model which is a Hull-White Two-Factor (‘HW2F’) short-rate model. 







D.3   Other liabilities 


Liabilities of the Undertaking as at December 31, 2017 


Liabilities
Solvency II


value
Reclassificat


ion
Valuation


differences
Polish GAAP


value
PLN'000 PLN'000 PLN'000 PLN'000


Technical provisions - Life (excluding
index-linked and unit-linked) 3,744,369 — (570,620) 4,314,989
Technical Provisions - Health (similar to
Life) 25,955 (199) (298,687) 324,840


Technical Provisions - Life (excl Health,
index linked and unit-linked) 3,718,414 (327) (271,408) 3,990,149


Technical Provisions - index-linked and
unit-linked funds 1,510,644 — (182,960) 1,693,604


Provisions other than technical
provisions 2,713 — — 2,713


Deferred tax liabilities 240,053 — 89,069 150,984
Insurance and intermediaries payable 48,757 526 (76) 48,308


Reinsurance payables 27,434 — — 27,434
Payables (trade, not insurance) 133,792 (15,704) (2,386) 151,881


Any other liabilities not elsewhere
shown — (2,480) (126,308) 128,788
Total Liabilities 5,707,763 (18,184) (792,755) 6,518,702


Excess of assets over liabilities 1,471,665 — 616,562 855,103
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Liabilities of the Undertaking as at December 31, 2016 


Liabilities
Solvency II


value
Reclassificat


ion
Valuation


differences Polish GAAP
PLN'000 PLN'000 PLN'000 PLN'000


Technical provisions - Life (excluding
index-linked and unit-linked) 3,995,906 (170) 1,154,118 5,149,854


Technical Provisions - Health (similar
to Life) 29,405 — 523,898 555,302


Technical Provisions - Life (excl
Health, index linked and unit-linked) 3,966,501 — 633,050 4,594,552


Technical Provisions - index-linked and
unit-linked funds 1,438,865 — 167,200 1,608,565
Provisions other than technical
provisions 2,086 — — 2,086
Deferred tax liabilities 359,979 — (74,037) 285,941
Insurance and intermediaries payable 87,138 (830) 1 86,309
Reinsurance payables 26,237 (22,710) (1) 3,526
Payables (trade, not insurance) 80,203 16,691 (242) 96,653
Any other liabilities not elsewhere
shown 8,356 — 321,690 330,046
Total Liabilities 5,998,770 (7,019) 1,571,728 7,563,979


Excess of assets over liabilities 1,653,295 2,450 (718,161) 936,134
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D.3.1   Provisions other than technical provisions 


Under Polish GAAP provisions are recognised when the Undertaking has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Undertaking will be required to settle the
obligation, and a reliable estimate can be made of the amount of the obligation.


Under Solvency II, provisions are stated at the best possible estimate of the expenditure required to settle
the present obligation at the balance sheet date. The present value is based on the relevant risk-free
interest rate term structure and risk premium. The value of contingent liabilities is not adjusted for changes
to the Undertaking's own credit risk, since this is not allowed under Solvency II.


D.3.2   Deposits from reinsurers 


Deposits from reinsurers refers to cash collateral provided by a reinsurer to cover insurance liabilities
and funds withheld arrangements with reinsurers.


Under Solvency II, deposits from reinsurers are stated at fair value on the solvency II balance sheet.


There are no differences between the valuation under Solvency II and Polish GAAP. The Undertaking
does not currently have any deposits from reinsurers.







D.3.3   Deferred tax liabilities 


Under Solvency II, deferred tax liability is recognised for the estimated future tax effects of temporary
differences and unused tax losses carried forward. Deferred tax is measured based on the rates and tax
laws enacted or substantively enacted at the reporting date, on an undiscounted basis.


The principles under which deferred tax liabilities are recognised under Solvency II are broadly similar
to those under Polish GAAP. However, there are differences in the carrying value of underlying assets
and liabilities, which give rise to temporary differences between carrying value and tax base. Accordingly,
the two amounts differ on the Balance Sheets.


in 000' PLN Deferred tax liabilities
Category up to 1 year above 1 year Total


Financial instruments 15,388 134,578 149,967
Technical provisions 32,208 55,631 87,840
Other reserves and accruals 9,328 — 9,328
Other (2,818) (4,263) (7,081)
Total 54,107 185,946 240,053


64


D.3.4   Derivatives 


This section is not applicable to the Undertaking. 


D.3.5   Other financial liabilities 


Other financial liabilities comprise of insurance and intermediaries payables, reinsurance payables, and
payables (trade, not insurance). Input data for the valuation of other liabilities include in particular amounts
due, and not yet paid to the Undertaking's clients, amounts due to reinsurers that the Undertaking did
not pay as at the balance date, amounts due to suppliers but not paid by the Undertaking as at the balance
date.


Under Solvency II, other financial liabilities are stated at fair value. Under Polish GAAP other financial
liabilities are stated at amount expected to be paid, which in Undertaking view is reasonable approximation
of fair value. However, there are some classification differences where items are treated as Unit Linked
for Solvency II and Receivables/Payables for Polish GAAP.


D.3.6   Leasing 


The Undertaking does not hold material leases.


D.3.7   Employee benefits 


The Undertaking recognizes the following provisions as related to employee benefits:


Provision 2017 (000'PLN) 2016 (000'PLN)
provision for future pensions, 879 972
provisions for Long Term Incentives programme, 2,689 3,362
provision for annual bonuses, 6,193 6,193
provision for not utilized holidays. 3,979 4,657
Total provision 13,740 15,184







The amounts are recognized in expected value of payments to be made, which is reasonably close to
fair value of these items, thus there are no differences between Polish GAAP and Solvency II. The input
data for the valuation of the provision for employee benefits are in particular information on the number
of unused holiday as at the balance date, information on the remuneration of individual employees and
data from the annual assessment process to which employees are subject.
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D.3.8   Risk management 


Information on risks relating to underwriting and reserving, asset-liability management, investment risk
management and liquidity risk management and set out in section C Risk Profile.


D.3.9   Level of uncertainty associated with other liabilities 


Due to the short term nature of the other liabilities obligations the timing of outflows of economic benefits
is known with reasonable certainty. 


D.4   Alternative methods for valuation 


Information in relation to assets that are not valued using quoted prices is set out in Section D.1.5.4.


D.5   Any other information 


All information has been disclosed in the preceding section.







E   Capital Management 


E.1   Own funds 


E.1.1   Metlife TUnŻiR S.A.'s approach to capital management 


The responsibility for capital management within the Undertaking rests with CFO. Level of risk appetite
is recommended by Chief Risk Officer.


Strategic aims of capital management comprise:
• Compliance - ensuring compliance with legal requirements regarding capital requirements;
• Effective allocation - effective management and allocation of capital in order to achieve balanced


gains and development and growth of the Undertaking; and
• Financial strength - in order to ensure effective access to capital, to minimize total cost of capital.


E.1.2   Reconciliation of equity under Polish GAAP to excess of assets over liabilities
under Solvency II 


The Undertaking's excess of assets over liabilities (own funds) under Solvency II is different to the
shareholders' equity in the financial statements prepared under Polish GAAP. The table summarises the
differences at December 31, 2017:


Section PLN'm PLN'm
Assets under Polish GAAP valuation D.1 7,374
Liabilities under Polish GAAP valuation D.3 6,519
Equity per the Polish GAAP financial
statements 855


·  Valuation differences on technical
provisions (net) D.2.14 588
·  Write off of deferred acquisition costs D.1.1 (395)
·  Write off of intangible assets D.1.2 (13)
·  Increase in deferred tax liability D.3.3 (145)
·  Adjustment to Loans and Mortgages D.1.7
·  Economic value adjustment to
Investments D.1.5 483
·  Other adjustments 120
·  Valuation difference on participations D.1.5.2 (22)


617


Assets under Solvency II valuation D.1 7,179
Liabilities under Solvency II valuation D.3 5,708
Excess of assets over liabilities under
Solvency II 1,472


Valuation differences occur from different basis used for Solvency II reporting compared with Polish GAAP.
See the sections referenced above for details of the valuation differences.







E.1.3   Composition and quality of own funds 


The items reported in Own Funds are split into three categories depending on different factors such as
quality, liquidity and timeline to availability when liabilities arise.


Tier 1 own funds include ordinary share capital, non-cumulative preference shares and relevant
subordinated liabilities. Tier 2 Own Funds include cumulative preference shares, and subordinated
liabilities with a shorter duration. Tier 3 Own Funds include own funds which do not satisfy the tier 1 or
tier 2 requirements.


All of the Undertaking's own funds are categorised as Tier 1 for Solvency II purposes, which has the
capacity to immediately cover losses.
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E.1.4   Capital instruments in issue 


Instrument
Ordinary share capital
2017


Ordinary share capital
2016


Tier Tier One Tier One


Permanence Yes Yes


Subordination Last upon winding Last upon winding
Redemption incentives None None
Amount in Issue PLN'm 21.49 21.49
Mandatory service
costs None None
Absence of
encumbrance Yes Yes


E.1.5   Movement in Own Funds 


2017 2016 Movement
Basic Own Funds PLN'm PLN'm PLN'm
Tier One 1,168 1,625 (457)
Tier Two — — —
Tier Three — — —
Total Basic Own
Funds 1,168 1,625 (457)







E.1.6   Eligible amount of Own Funds to cover Solvency and Minimum Capital
Requirements 


2017 2016 Movement
PLN'm PLN'm PLN'm


Total own funds 1,168 1,625 (457)


Less:
   Restrictions — — —
   Deductions — — —


Total eligible own funds 1,168 1,625 (457)


SCR 270 298 (29)


Solvency Ratio 4.33 5.44 (1.11)


MCR 121 134 (13)


The own funds amount reported in 2016 did not include PLN 277million of dividend planned for 2017.
Should this dividend be included in 2016 own funds, the amount reported would decrease from PLN
1,625 million to PLN 1,348 million and the Solvency Ratio would decrease from 5,44 to 4,52.


The Management Board is proposing to dedicate the 2017 profit for dividend payout. Additional amount
of dividend that would be paid out of retained earnings is also considered. The amount of this additional
dividend will be subject to consent by the regulator (KNF).
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E.1.7   Reconciliation reserve - key elements 


Reserve item 2017 PLN'm 2016 PLN'm
Excess of assets over liabilities 1,472 1,653


Own shares (included as assets on the balance sheet) — —


Forseeable dividends, distributions and charges 303 28


Other basic own funds items 21 21
Adjustment for restricted own fund items of Matching
Adjustment Portfolio (MAPs) and Ring Fenced Funds (RFF) — —
Reconciliation reserve before deduction for
participations 1,147 1,604


E.1.8   Transitional arrangements 


Not applicable.


E.1.9   Ancillary Own Funds 


The Undertaking does not have any items of Ancillary Own Funds included within its available Own Funds.







E.1.10   Restrictions and deductions from Own Funds 


The Undertaking has no restrictions or deductions from own funds. 
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E.1.11   Distributions to shareholders 


See Section A.1.5.


E.1.12   Own Funds - Ring Fenced Funds (RFF) 


The Undertaking does not have RFFs.


E.1.13   Own Funds - Planning and Management 


The Undertaking's capital projection does not include any plan or intention to redeem or repay any of its
capital items over the current and projected planning horizon or to raise additional own funds. The time
horizon used for business planning purposes is set at least 3 years.


E.2   Solvency Capital Requirement and Minimum Capital Requirement 


E.2.1   Company's approach to Solvency Capital Requirement and Minimum Capital
Requirement 


Calibration of stresses


For the purpose of this section, the Undertaking has adopted the SF approach. This method uses stresses
for each of the individual risks as calibrated by the European Insurance and Occupational Pensions
Authority (EIOPA). EIOPA also provides the standard correlation matrices for the purpose of aggregation.
Undertaking Specific Parameters (USPs) have not been used by the Undertaking.


Use of Matching Adjustments is not applicable to the Undertaking.


E.2.2   Overview of SCR standard formula calculation 


This section details the capital requirements for the Undertaking.


The assessment of the SCR using the standard formula approach is based on a modular approach
consisting of a core of life; non-life; market; health and counterparty default risks with associated sub-
modules. These are aggregated in the standard formula using correlation matrices, both at the sub-
module and the main module level. An intangible asset module is then added (uncorrelated) to give the
BSCR. The operational risk component and adjustments for risk absorbing effect of future profit sharing
and deferred taxes are then allowed for, to give the overall SCR.


Hence, the Solvency Capital Requirement (SCR) is calculated as follows:


SCR = BSCR - Adj + SCRop;


Where


SCR = The Overall Standard Formula Capital Charge;


BSCR = Basic Solvency Capital Requirement;


Adj = Adjustment for Risk Absorbing Effect of Future Profit Sharing and Deferred Taxes; and


SCRop = The Capital Charge for Operational Risk.


Here, the “delta-NAV” (∆NAV) approach is used for capturing the impact of the underlying risk module.
Note that the expression ∆NAV has a sign convention whereby positive values signify a loss. 







In order to calculate ∆NAV, the base scenario as well as the stressed assets and liabilities will need to
be calculated. The cashflows for each of these scenarios is then discounted to determine the
corresponding present value of assets and liabilities. The difference between the base and the stressed
assets and liabilities is the ∆NAV.


The ∆NAV is based on the Solvency II balance sheet that excludes the risk margin component of the
technical provisions (i.e. uses only the best estimate liability component of the technical provisions).
Furthermore when calculating ∆NAV the following need to be allowed for:


Where risk mitigation techniques are used in the calculation of the SCR, the scenarios required for the
calculation of the market risk module incorporate its effect; The impact of hedging instruments where a
financial risk mitigation instrument has been utilized; 


The revaluation of technical provisions allowing for any relevant adverse changes in the option take-up
behaviour of policyholders in the scenario.


Undertaking-Specific Parameters (USP)  in SCR calculation


The undertaking is not using undertaking-specific parameters pursuant to Article 104(7) of Directive
2009/138/EC.
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E.2.3   SCR & MCR results 


The following table gives the amounts of the SCR components:


  2017 2016
PLN'm PLN'm


SCR market risk 171 183
SCR counterparty default risk 9 15
SCR life underwriting risk 155 171
SCR health risk 51 58
SCR non-life underwriting risk — —
SCR intangible risk — —
Aggregation (diversification effect) (105) (118)
Basic SCR 282 308


Operational risk SCR 51 61
Adjustment for the loss absorbing capacity of
future discretionary benefits — —
Adjustment for the loss absorbing capacity of
deferred taxation (63) (70)
Diversified SCR, excluding capital add-on 270 298
Capital add-on — —
SCR 270 298


Reduction in SCR over the year results mainly from reduction of concentration and counterparty default
risks and also from run-off of the insurance portfolio (maturities), which itself has impact on various risk
modules. Also, payment of dividends and managing asset portfolio reduced market and counterparty
default risks.


The operational risk capital is calculated based on factors applied to the technical provisions and premiums
for each line of business underwritten. This is subject to regulatory minimum capital holdings are shown
in the corresponding QRT. The full details of this calculation are given in S.26.06 SCR - Operational Risk.







MCR


In the table below there is presented Minimal Capital Requirement together with input components used
for its calculation:


MCR 2017 2016
PLN'm PLN'm


Obligations with profit participation - guaranteed
benefits 3,337 3,589
Obligations with profit participation - future
discretionary benefits 197 216
Index-linked and unit-linked insurance obligations 1,497 1,425


Other life (re)insurance and health (re)insurance
obligations 131 83
Total capital at risk for all life (re)insurance obligations 180,676 204,487
SCR 270 299
Absolute floor of the MCR 16 16
Minimum Capital Requirement 121 134


Capital Add-Ons


The undertaking is not currently subject to any capital add-on based on instructions from the supervisor.


Simplifications


Not applicable.
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E.2.4   Market risk 


The capital requirement for market risk is calculated by stressing the underlying assets and liabilities,
and comparing the movement in NAV. 


The capital requirements for each sub-module within the market risk module and the corresponding
diversification benefit are detailed in the following table.  The results are shown gross and net of
management actions after adjusting for the value of future discretionary benefits:


Market Risk
2017 2017 2016 2016


Gross PLN'm Net PLN'm Gross PLN'm Net PLN'm
Interest rate - Down — — — —
Interest rate - Up 72 80 121 121
Equity 136 136 110 110
Property — — — —
Spread 21 19 27 26
Currency 9 9 9 9
Concentration — — 17 17
Diversification Benefits (66) (70) (101) (101)
Market Risk SCR 171 174 183 182







The sub modules that are driving the change in market risk module are concentration and interest rate
risks. Interest rate risk decreased mainly as a consequence of dividend payment and resulting reduction
in the value of excess assets. Drop in concentration risk (and also spread risk) results from change in
asset mix and reduction in exposure.
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E.2.5   Health risk 


The Undertaking has calculated the Health Risk SCR module for its existing business.


The capital requirements at each sub-module, and the corresponding diversification benefit is detailed
in the following table:


Health risk


2017 2017 2016 2016
Gross
PLN'm Net PLN'm


Gross
PLN'm


Net
PLN'm


SLT Health Mortality 3 3 4 4
Longevity — — — —
Morbidity 27 27 23 23
Lapse 39 39 46 46
Expenses 2 2 2 2
Revision — — — —
Diversification Benefits (21) (21) (22) (22)


CAT Mass accident risk 7 7 9 9
Accident concentration risk — — — —
Pandemic risk 3 3 9 9
Diversification Benefits (2) (2) (5) (5)


Non-SLT
Health Premium and reserve


Lapse
Diversification Benefits


Diversification
within module (5) (5) (8) (8)
Health
underwriting
Risk SCR 51 51 58 58


The results remained stable over the year.


E.2.6   Life underwriting risk 


The scope of Life underwriting risk includes all the life insurance and life reinsurance obligations. 


The capital requirements at each sub-module, and the corresponding diversification benefits is detailed
in the following table for the life underwriting risks:







Life underwriting risk 2017 2017 2016 2016


Gross PLN'm Net PLN'm Gross PLN'm Net PLN'm
Mortality 15 15 17 17
Longevity 8 8 9 9
Disability 4 4 4 4
Lapse (Up) 73 73 76 76
Lapse (Down) 117 117 133 133
Lapse (Mass) 110 110 132 132
Expenses 41 41 39 39
Revision — — — —
CAT 22 22 26 26
Diversification benefits (52) (52) (56) (56)
Life underwriting risk SCR 155 155 171 171


The main sub module that drives reduction in Life Underwriting Risk SCR is lapse risk submodule. It is
lapse down shock that is biting. This is a consequence of guaranteed settlement options embedded in
older endowment type products. This risk is decreasing mainly due to run off of the insurance portfolio.
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E.2.7   Non-life underwriting risk 


This is not applicable to the Undertaking.


E.2.8   Counterparty default risk 


The scope of the counterparty default risk module includes reinsurance arrangements, derivatives and
receivables from intermediaries.                                                                     


The input for Type 1 exposure comprises amounts recoverable from reinsurers, market value of
derivatives, risk-adjusted value of collateral/securitisation, value of guarantees, risk mitigating effects not
already taken into account of the capital requirement for underwriting and market risks and rating of the
counterparties.


The input for Type 2 exposure comprises of exposures which are usually diversified and where
counterparty is likely to be unrated, as well as receivables due for more than 3 months. In particular this
includes receivables from intermediaries, policyholder debtors and deposits with institutions.


Counterparty default risk 2017 2016
PLN'm PLN'm


Total Type 1 exposure 2 2
Total Type 2 exposure 8 13
Counterparty default risk SCR 9 15


The change in this  module results mainly from reduction of exposure due to dividend payment.


E.2.9   Intangible asset risk 


This is not applicable to the Undertaking.







E.2.10   Loss absorbing capacity of technical provisions and deferred tax asset 


The Undertaking has used a modular approach to estimate the loss absorbing capacity of technical provisions and deferred tax. 


The loss absorbing capacity of technical provisions is subject to a maximum of the total future discretionary benefits. The following table summarises the total
discretionary benefits and the corresponding loss absorbing capacity of technical provisions and deferred tax:


2017 2016


PLN'm PLN'm


Future
Discretionary


Benefit  


Loss Absorbing
Capacity of
Technical


Provisions -
Modular


approach


Loss Absorbing
Capacity of


Deferred Tax


Total = Min(FDB,
LACOTP) +


LACODT


Future
Discretionary


Benefit  


Loss Absorbing
Capacity of
Technical


Provisions -
Modular


approach


Loss Absorbing
Capacity of


Deferred Tax


Total = Min(FDB,
LACOTP) +


LACODT
197 — (63) (63) 216 — (70) (70)
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E.2.11   Operational risk 


2017 2016


PLN'm PLN'm


Operational risk SCR 51 61
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E.2.12   Treatment of participating business 


Treatment of participating business is described in section D.2.3.12. SCR calculation follows standard
formula requirements.


The Undertaking does not have ring-fenced funds.


E.2.13   Risk mitigation techniques and future management actions 


Treatment of risk mitigation techniques


Risk mitigating techniques are not used in SCR calculation


Treatment of future management actions


The Undertaking has not allowed for future management actions in the SCR calculation.


E.2.14   Simplifications 


The simplification methods adopted have taken into account the nature, scale and complexity of the risks,
and ensured that the estimation error is immaterial.


The simplification methods adopted have been highlighted below:
• Simplification for equity sub module where the look through approach is not followed (assumed


equities type 2).


E.3   Use of the duration-based equity risk sub-module in the calculation of the
Solvency Capital Requirement 


This is not applicable to the Undertaking.


E.4   Differences between the standard formula and any internal model used 


This is not applicable to the Undertaking.


E.5   Non-compliance with the Minimum Capital Requirement and non-
compliance with the Solvency Capital Requirement 


The Undertaking has had Own Funds in excess of both the SCR and MCR requirements over the reporting
year.







E.6   Any other information 
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E.6.1   Other disclosures 


According to the regulator's guidelines regarding treatment of future payments of tax on assets, own
funds admissible to cover SCR are reduced by present value of tax payments in next 12 months. The
final amount of the capital requirement may be subject to a supervisory review.


Estimated present value of all future tax payments is higher by 115 million PLN. Should the present value
of all future tax payments reduce the admissible own funds the SCR ratio would amount to 494% compared
to 537% as reported according to the regulatory recommendation.







Glossary of Terms 


Undertaking MetLife TUnŻiR S.A.


KNF
Komisja Nadzoru Finansowego, the Polish Financial Supervision
Authority


PMC Product Management Committee
Regulator KNF as the Undertaking's regulator
EIOPA The European Regulatory Authority


Solvency II Directive
European Commission Directive 2009/138/EC on the taking-up and
pursuit of the business of Insurance and Reinsurance (Solvency II)


LACTP Loss Absorbing Capacity of Technical Provisions
BEL Best Estimate Liability
Polish GAAP Accounting Principles Generally Accepted in Poland
DAC Deferred Acquisition Costs
SCR Solvency Capital Requirement
MCR Minimum Capital Requirement
GUS Report Main Statistical Office
WHO World Health Organisation
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Appendix 


Public QRTs
The Attached document contains the Undertaking's public QRTs
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Solvency II



C0010



Assets



Intangible assets R0030 0



Deferred tax assets R0040 0



Pension benefit surplus R0050 0



Property, plant and equipment held for own use R0060 684,353



Investments (other than assets held for index-linked and unit-linked contracts) R0070 5,391,253,783



Property (other than for own use) R0080 0



Holdings in related undertakings, including participations R0090 332,484,818



Equities R0100 0



Equities - listed R0110 0



Equities - unlisted R0120 0



Bonds R0130 4,933,970,389



Government Bonds R0140 4,773,300,678



Corporate Bonds R0150 160,669,710



Structured Notes R0160 0



Collateralised Securities R0170 0



Collective Investments Undertakings R0180 2,353,750



Derivatives R0190 0



Deposits other than cash equivalents R0200 122,444,827



Other investments R0210 0



Assets held for index-linked and unit-linked contracts R0220 1,642,934,788



Loans and mortgages R0230 37,362,469



Loans on policies R0240 37,056,117



Loans and mortgages to individuals R0250 306,352



Other loans and mortgages R0260 0



Reinsurance recoverables R0270 23,268,796



Non-life and health similar to non-life R0280 0



Non-Life excluding Health R0290 0



Health similar to Non-Life R0300 0



Life and health similar to life, excluding health, index-linked and unit-linked R0310 23,268,796



Health similar to Life R0320 9,756,558



Life excluding Health and index-linked and unit-linked R0330 13,512,239



Life index-linked and unit-linked R0340 0



Deposits to cedants R0350 0



Insurance and intermediaries receivables R0360 37,824,151



Reinsurance receivables R0370 25,857,883



Receivables (trade, not insurance) R0380 3,622,634



Own Shares R0390 0



Amounts due in respect of own funds or initial fund called up but not paid in R0400 0



Scenario 
Year 
Period 
Rep Type 
Rep Unit 
Currency 



: Actual 
: 2017 
: Annual 
: SII 
: [None] 
: PLN  



MetLife TUnZiR S.A  



  S.02.01.01 



Balance sheet 











Cash and cash equivalents R0410 16,367,974



Any other assets, not elsewhere shown R0420 250,901



Total Assets R0500 7,179,427,734



Solvency II



C0010



Liabilities



Technical Provisions - Non-life R0510 0



Technical Provisions - Non-Life (excluding Health) R0520 0



TP calculated as a whole R0530 0



Best Estimate R0540 0



Risk Margin R0550 0



Technical Provisions - Health (similar to Non-Life) R0560 0



TP calculated as a whole R0570 0



Best Estimate R0580 0



Risk Margin R0590 0



Technical provisions - Life (excluding index-linked and unit-linked) R0600 3,744,369,096



Technical Provisions - Health (similar to Life) R0610 25,954,655



TP calculated as a whole R0620 0



Best Estimate R0630 18,122,861



Risk Margin R0640 7,831,794



Technical Provisions - Life (excl Health, index linked and unit-linked) R0650 3,718,414,440



TP calculated as a whole R0660 0



Best Estimate R0670 3,670,617,843



Risk Margin R0680 47,796,597



Technical provisions - index-linked and unit-linked R0690 1,510,644,266



TP calculated as a whole R0700 0



Best Estimate R0710 1,497,428,007



Risk Margin R0720 13,216,260



Contingent liabilities R0740 0



Provisions other than technical provisions R0750 2,713,355



Pension benefit obligations R0760 0



Deposits from reinsurers R0770 0



Deferred tax liabilities R0780 240,053,447



Derivatives R0790 0



Debts owed to credit institutions R0800 0



Financial liabilities other than debts owed to credit institutions R0810 0



Insurance and intermediaries payable R0820 48,757,297



Reinsurance payables R0830 27,433,778



Payables (trade, not insurance) R0840 133,791,767



Subordinated liabilities R0850 0



Subordinated liabilities not in BOF R0860 0



Subordinated liabilities in BOF R0870 0



Any other liabilities not elsewhere shown R0880 0



Total Liabilities R0900 5,707,763,005



Excess of assets over liabilities R1000 1,471,664,728



S0201 1 of  1 2017-04-20 











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
Legal expenses 



insurance Assistance Miscellaneous financial 
loss



Non-proportional health 
reinsurance



Non-proportional 
casualty reinsurance



Non-proportional marine, 
aviation and transport 



reinsurance



Non-proportional 
property reinsurance



 C0010  C0020  C0030  C0040  C0050  C0060  C0070  C0080  C0090  C0100  C0110  C0120  C0130  C0140  C0150  C0160  C0200
Premiums written



Gross - Direct business
R0110



0 0 0 0 0 0 0 0 0 0 0 0 0



Gross - Proportional reinsurance accepted R0120 0 0 0 0 0 0 0 0 0 0 0 0 0



Gross - Non-proportional reinsurance accepted R0130 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Reinsurer's share R0140 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Net R0200 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Premiums earned



Gross - Direct business R0210 0 0 0 0 0 0 0 0 0 0 0 0 0



Gross - Proportional reinsurance accepted R0220 0 0 0 0 0 0 0 0 0 0 0 0 0



Gross - Non-proportional reinsurance accepted R0230 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Reinsurer's share R0240 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Net R0300 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Claims incurred



Gross - Direct business R0310 0 0 0 0 0 0 0 0 0 0 0 0 0



Gross - Proportional reinsurance accepted R0320 0 0 0 0 0 0 0 0 0 0 0 0 0



Gross - Non-proportional reinsurance accepted R0330 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Reinsurer's share R0340 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Net R0400 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Changes in other technical provisions



Gross - Direct business R0410 0 0 0 0 0 0 0 0 0 0 0 0 0



Gross - Proportional reinsurance accepted R0420 0 0 0 0 0 0 0 0 0 0 0 0 0



Gross - Non-proportional reinsurance accepted R0430 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Reinsurer's share R0440 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Net R0500 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Expenses incurred R0550 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0



Other expenses R1200 0



Total expenses R1300 0



Health insurance Insurance with 
profit participation



Index-linked and unit-
linked insurance



Other life 
insurance



Annuities stemming 
from non-Life 



insurance contracts 
related to health



Annuities stemming from 
non-life insurance contracts 



other than health
Health reinsurance Accepted reinsurance



Custom1 TP_HealthOther TP_LifeWithProfit TP_LifeIndex TP_LifeOther TP_HealthAnnuities TP_LifeAnnuities TP_HealthReIns TP_LifeReIns Cover_LoBLifeAll



 C0210  C0220  C0230  C0240  C0250  C0260  C0270  C0280  C0300



Premiums written



Gross R1410 225,067,252 310,027,648 280,535,798 34,770,483 0 0 0 0 850,401,181



Reinsurer's share R1420 -33,906,361 7,580,051 0 -45,519,434 0 0 0 0 -71,845,744



Net R1500 258,973,612 302,447,597 280,535,798 80,289,918 0 0 0 0 922,246,925



Premiums earned



Gross R1510 450,184,504 310,069,517 280,535,798 290,886,337 0 0 0 0 1,331,676,156



Reinsurer's share R1520 94,321,726 7,617,670 0 92,490,680 0 0 0 0 194,430,077



Net R1600 355,862,778 302,451,847 280,535,798 198,395,656 0 0 0 0 1,137,246,079



Claims incurred



Gross R1610 69,441,929 749,799,205 288,840,833 36,115,520 0 0 0 0 1,144,197,487



Reinsurer's share R1620 7,463,460 5,416,786 0 12,849,042 0 0 0 0 25,729,288



Net R1700 61,978,469 744,382,419 288,840,833 23,266,478 0 0 0 0 1,118,468,199



Changes in other technical provisions



Gross R1710 -635,586 399,833,414 -84,023,290 -51,262,416 0 0 0 0 263,912,122



Reinsurer's share R1720 195,670 0 0 0 0 0 0 0 195,670



Net R1800 -831,256 399,833,414 -84,023,290 -51,262,416 0 0 0 0 263,716,452



Expenses incurred R1900 224,011,694 90,629,500 73,045,234 98,616,026 0 0 0 0 486,302,454



Other expenses R2500 0



Total expenses R2600 486,302,454



Line of Business for Non-Life obligations Line of Business for accepted non-proportional reinsurance



Non-Life insurance



Line of Business for Life obligations Line of Business for Life reinsurance obligations



Life insurance



Scenario 
Year 
Period 
Rep Type 
Currency 



: Actual 
: 2016 
: Annual 
: SII 
: EUR 



MetLife TUnZiR S.A  



  S.05.01.02 



Premiums, claims and expenses by Line of Business 



S0501 1 of  1 2017-04-20 



Scenario 
Year 
Period 
Rep Type 
Currency 



: Actual 
: 2016 
: Annual 
: SII 
: EUR 



MetLife TUnZiR S.A  



  S.05.01.02 



Premiums, claims and expenses by Line of Business 



S0501 1 of  1 2017-04-20 



Scenario 
Year 
Period 
Rep Type 
Currency 



: Actual 
: 2016 
: Annual 
: SII 
: EUR 



MetLife TUnZiR S.A  



  S.05.01.02 



Premiums, claims and expenses by Line of Business 



S0501 1 of  1 2017-04-20 











Index-linked and unit-linked 
insurance without options and 



guarantees



Index-linked and unit-linked 
insurance with options and 



guarantees



Other insurance without 
options and guarantees



Other insurance with options and 
guarantees



C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0150



Life and Health SLT Technical Provisions



Technical Provisions calculated as a whole R0010 0 0 0 0 0 0
Total Recoverables from reinsurance/SPV and Finite Re after adjus R0020 0 0 0 0 0 0



Technical provisions calculated as a sum of BE and RM



Gross Best Estimate R0030 3,535,290,841 1,497,428,007 0 -80,745,171 216,072,174 0 0 5,168,045,850
Total Recoverables from reinsurance/SPV and Finite Re after adjus R0080 452,534 0 0 13,059,705 0 0 0 13,512,239
Best estimate minus recoverables from reinsurance/SPV and Finite R0090 3,534,838,306 1,497,428,007 0 -93,804,876 216,072,174 0 0 5,154,533,611



Risk Margin R0100 41,944,554 13,216,260 5,852,043 0 0 61,012,857



Amount of the transitional on Technical Provisions



Technical Provisions calculated as a whole R0110 0 0 0 0 0 0
Best Estimate R0120 0 0 0 0 0 0 0 0
Risk Margin R0130 0 0 0 0 0 0
Technical Provisions - total R0200 3,577,235,395 1,510,644,266 141,179,046 0 0 5,229,058,707



Health insurance without options 
and guarantees



Health insurance with options and 
guarantees



C0160 C0170 C0180 C0190 C0200 C0210



Technical Provisions calculated as a whole R0010 0 0 0 0
Total Recoverables from reinsurance/SPV and Finite Re after adjus R0020 0 0 0 0



Technical provisions calculated as a sum of BE and RM



Gross Best Estimate R0030 18,122,861 0 0 0 18,122,861
Total Recoverables from reinsurance/SPV and Finite Re after adjus R0080 9,756,558 0 0 0 9,756,558



Best estimate minus recoverables from reinsurance/SPV and Finite R0090 8,366,303 0 0 0 8,366,303



Risk Margin R0100 7,831,794 0 0 7,831,794



Amount of the transitional on Technical Provisions



Technical Provisions calculated as a whole R0110 0 0 0 0
Best Estimate R0120 0 0 0 0 0
Risk Margin R0130 0 0 0 0



Technical Provisions - total R0200 25,954,655 0 0 25,954,655



Insurance with profit 
participation



Index-linked and unit-linked insurance Other life insurance Annuities 
stemming 



from non-life 
insurance 



contracts other 
than health



Accepted life 
reinsurance



Total (Life other than 
health insurance, incl. 



Unit-Linked)



Health insurance total Annuities stemming from 
non-Life insurance 
contracts related to 



health



Health reinsurance Total Health (similar to Life)



Scenario 
Year 
Period 
Rep Type 
Rep Unit 
Currency 



: Actual 
: 2016 
: Quarter 4 
: SII 
: [None] 
: EUR  



MetLife TUnZiR S.A 



  S.12.01.02 



Life and Health SLT Technical Provisions 



S1201 1 of  1 2017-04-20 











Total Tier 1 - unrestricted Tier 1 - restricted Tier 2 Tier 3
C0010 C0020 C0030 C0040 C0050



Basic Own Funds
Ordinary share capital (gross of own shares) R0010 21,490,000 21,490,000 0
Share premium related to ordinary share capital R0030 0 0 0
Initial funds, members' contributions R0040 0 0 0
Subordinated mutual member accounts R0050 0 0 0 0
Surplus funds R0070 0 0
Preference shares R0090 0 0 0 0
Share premium related to preference shares R0110 0 0 0 0
Reconciliation reserve before deduction for participations R0130 1,146,785,885 1,146,785,885
Subordinated liabilities R0140 0 0 0 0
An amount equal to the value of net deferred tax assets R0160 0 0
Other items approved by supervisory authority as basic own funds - Group R0180 0 0 0 0 0
Own funds not represented by the reconciliation reserve R0220 0



Deductions not included in the reconciliation reserve
Deductions for participations in financial and credit institutions R0230 0 0 0 0



Total basic own funds after adjustments R0290 1,168,275,885 1,168,275,885 0 0 0



Ancillary Own Funds
Unpaid and uncalled ordinary share capital R0300 0 0
Unpaid and uncalled initial funds R0310 0 0
Unpaid and uncalled preference share capital R0320 0 0 0
Commitment to subscribe and pay for subordinated liabilities R0330 0 0 0
Letters of credit and guarantees under Article 96(2) R0340 0 0
Letters of credit and guarantees other than under Article 96(2) R0350 0 0 0
Supplementary members calls under Article 96(3) R0360 0 0
Supplementary members calls other than under Article 96(3) R0370 0 0 0
Other ancillary own funds R0390 0 0 0



Total ancillary own funds R0400 0 0 0
Available and eligible own funds



Total available own funds to meet the SCR R0500 1,168,275,885 1,168,275,885 0 0 0
Total available own funds to meet the MCR R0510 1,168,275,885 1,168,275,885 0 0
Total eligible own funds to meet the SCR R0540 1,168,275,885 1,168,275,885 0 0 0
Total eligible own funds to meet the MCR R0550 1,168,275,885 1,168,275,885 0 0



Solvency Capital Requirement R0580 269,590,018
Minimum Capital Requirement R0600 121,315,508
Ratio of Eligible own funds to SCR R0620 4.3335
Ratio of Eligible own funds to MCR R0640 9.6301
Reconciliation reserve C0060



Excess of assets over liabilities R0700 1,471,664,728
Own shares (held directly and indirectly) R0710 0
Forseeable dividends, distributions and charges R0720 303,388,843
Other basic own funds items R0730 21,490,000
Adjustment for restricted own fund items of MAPs and RFFs R0740 0



Reconciliation reserve before deduction for participations R0760 1,146,785,885



Expected profits
Expected profits included in future premiums (EPIFP) - Life business R0770 208,738,289
Expected profits included in future premiums (EPIFP) - Non-Life business R0780 0



Total Expected profits included in future premiums (EPIFP) R0790 208,738,289



Scenario 
Year 
Period 
Rep Type 
Currency 



: Actual 
: 2017 
: Annual 
: SII 
: PLN 



MetLife TUnZiR S.A 



  S.23.01.01 



Own Funds 



S2301 1 of  1 2018-04-06 











Gross solvency capital requirement USP Simplifications



C0040 C0090 C0010
Market risk R0010 171,345,985
Counterparty default risk R0020 9,229,396
Life underwriting risk R0030 155,332,986 None None
Health underwriting risk R0040 51,306,968 None None
Non-life underwriting risk R0050 0 None None
Diversification R0060 -105,013,357
Intangible asset risk R0070 0
Basic Solvency Capital Requirement R0100 282,201,978



Calculation of Solvency Capital Requirement C0100
Operational risk R0130 50,625,204
Loss-absorbing capacity of technical provisions R0140 0
Loss absorbing capacity of deferred taxes R0150 -63,237,164
Capital requirement in accordance with Art 4 of Directive 2003/41/EC R0160 0
Solvency capital requirement excluding capital add-on R0200 269,590,018
Capital add-ons already set R0210 0
Solvency capital requirement R0220 269,590,018
Other information on SCR
Capital requirement for duration-based equity risk sub-module R0400 0
Notional Solvency Capital Requirements for remaining part R0410 0
Notional Solvency Capital Requirement for ring fenced funds R0420 0
Notional Solvency Capital Requirements for matching adjustment portfolios R0430 0
Diversification effects due to RFF nSCR aggregation for article 304 R0440 0



Scenario 
Year 
Period 
Rep Type 
Rep Unit 
Currency 



: Actual 
: 2016 
: Annual 
: SII 
: [None] 
: EUR  



MetLife TUnZiR S.A 



  S.25.01.01 



Solvency Capital Requirement - for undertakings on Standard Formula 



S2501 1 of  1 2017-04-20 











Column[F]



Life activities
MCR (NL, L) Result



C0010



Linear formula component for non-life insurance and reins  R0010 0



Net (of reinsurance/ SPV) best estimate and TP calculated as a Net (of reinsurance) written premiums in the last 12 months



C0020 C0030



R0020 0 0



R0030 0 0



R0040 0 0



R0050 0 0



R0060 0 0



R0070 0 0



R0080 0 0



R0090 0 0



R0100 0 0



R0110 0 0



R0120 0 0



R0130 0 0



R0140 0 0



R0150 0 0



R0160 0 0



R0170 0 0



Non-proportional marine, aviation and transport reinsurance



Non-proportional property reinsurance



Non-proportional casualty reinsurance



Workers' compensation insurance and proportional reinsurance



Motor vehicle liability insurance and proportional reinsurance



Other motor insurance and proportional reinsurance



Marine, aviation and transport insurance and proportional reinsurance



Fire and other damage to property insurance and proportional reinsurance



General liability insurance and proportional reinsurance



Credit and Suretyship insurance and proportional reinsurance



Legal expenses insurance and proportional reinsurance



Assistance and proportional reinsurance



Miscellaneous financial loss insurance and proportional reinsurance



Non-proportional Health reinsurance



Income Protection insurance and proportional reinsurance



Background Information



Life activities



Medical expense insurance and proportional reinsurance



Scenario 
Year 
Period 
Rep Type 
Currency 



: Actual 
: 2017 
: Annual 
: SII 
: PLN 



MetLife TUnZiR S.A 



  S.28.01.01 



Minimum Capital Requirement 



S28 1 of  1 2018-04-06 











Life activities Life activities Life activities



C0040



Linear formula component for life insurance and reinsuran  R0200 252,921,156



Net (of reinsurance/ SPV) best estimate and TP calculated as a Net (of reinsurance/SPV) total capital at risk



C0050 C0060



R0210 3,337,467,222



R0220 197,371,083



R0230 1,497,428,007



R0240 130,633,601



R0250 180,675,519,403



Overall MCR calculation C0070
Linear MCR R0300 252,921,156 252,921,156
SCR R0310 269,590,018 269,590,018
MCR cap R0320 121,315,508 121,315,508
MCR floor R0330 67,397,504 67,397,504
Combined MCR R0340 121,315,508 121,315,508
Absolute floor of the MCR R0350 15,724,260 15,724,260
Minimum Capital Requirement R0400 121,315,508 121,315,508



Total capital at risk for all life (re)insurance obligations



Other life (re)insurance and health (re)insurance obligations



Obligations with profit participation - guaranteed benefits



Obligations with profit participation - future discretionary benefits



Index-linked and unit-linked insurance obligations



Scenario 
Year 
Period 
Rep Type 
Currency 



: Actual 
: 2017 
: Annual 
: SII 
: PLN 



MetLife TUnZiR S.A 



  S.28.01.01 



Minimum Capital Requirement 



S28 1 of  1 2018-04-06 
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Executive Summary 


Background


MetLife Life Insurance S.A. (hereinafter  referred to as the “Company” or "MetLife Greece") is required to
publish the 2017 Solvency and Financial Conditions Report (SFCR), as part of the 2017 annual Solvency II
returns. The SFCR is prepared pursuant to the Commission Delegated Regulation (EU) 2015/35 (The
Delegated Acts) and the EIOPA Final Report on Public Consultation No.14/047. The Delegated Acts
supplement Directive 2009/138/EC as implemented in Greece by the European Union (Insurance &
Reinsurance) Regulations and transposed national Legislation. The SFCR is a document targeted to
policyholders, potential investors and to the general public and it is available on the Company’s website. The
SFCR features a predetermined by the regulation structure and includes the following sections: 


A - Business and Performance


This section provides an overview of the Company's activities and a description of significant business events.
It also provides an analysis of the Company's financial performance under IFRS and comparison against prior
year results. A brief summary of the financial performance is shown on the following table:


Key IFRS Figures
Amounts in €m 31/12/2017 31/12/2016 Change
Operating Profit (before tax) 14.2 5.8 8.4
Net Income (after tax) 24.6 (6.2) 30.8
IFRS Gross Written Premiums 135.0 137.1 (2.1)
Assets under Management 1,529.1 1,486.5 42.6
IFRS Technical Provisions 1,362.2 1,315.8 46.4
Total IFRS S/H Equity 268.2 257.0 11.2
Return on equity 9.2% (2.4)% 11.6%


Regulatory Gross Written Premiums* 265.0 246.7 18.3


*Regulatory Gross Written Premium does not include IFRS 4 Adjustment for Investment Type contracts


The gross premiums written for the Company's gross written premiums for the year 2017 reached  265.0
million, recording an increase of 7.4% compared to 2016 where the production reached  246.7 million. The
increase came mainly from Group VII Management of Group Pension Funds and Group III Variable Life (UL
Type). During 2017, Private Insurance remained stable in terms of Life, Health and Accident gross written
premiums , as it has been published by the Local Association of Insurance Companies. Particularly, the gross
written premiums of these lines of business were equal to  2.1bn both in 2017 and 2016. 


Earnings before taxes amounted to 14.2 million while for the comparative year ended December 31, 2016
amounted to  5.8 million. The increase is mainly due to the improvement of the underwriting & investment
margin of the Life and Accidents sector products as well as of the Group Insurance. Earnings after tax for
2017 amounted to  24.6 million against losses of  6.2 million for 2016.


Gross written premiums of the Company in accordance with IFRS amounted to 135.0 million for the year ended
in 2017, while for the same period in 2016 amounted to 137.1 million. The decrease in 2017 is mainly due to
the suspension of new sales of specific products of the Life Insurance portfolio. The Company's net investment
income slightly decreased to 28.0 million in 2017 compared to 28.7 million in 2016, influenced by the low
interest rate environment coupled with diversification of investment policy in order to maintain high credit rating
for the bond portfolio. The decrease in net investment income was accompanied by profits from sales of
investments, which amounted to  26.6 million in 2017 against  14.8 million in 2016, while losses from investment
valuation of 11.8 million for 2017 against earnings of 10.9 million for 2016.


Total expenses of the Company, including policyholder benefits, change in reserves and other expenses (fixed
and variable) amounted to  162.9 million for 2017, down 12.1% compared to  185.4 million for 2016. Policyholder
benefits amounted to 139.2 million in 2017 against 127.8 million in 2016, while the change in reserves  amounted
to  release of 24.2 million for the year 2017 against an increase of 11.9 million in 2016. 
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Solvency II Balance Sheet
Amounts in €m 31/12/2017 31/12/2016 Change
Assets 1,664.7 1,617.2 47.5
Technical Provisions 1,269.4 1,207.8 61.6
Other Liabilities 54.3 67.1 -12.8
Assets minus Technical Provisions and Other Liabilities 341.0 342.3 -1.3
Eligible Own Funds 258.5 279.6 -21.1


B - Systems of Governance


This section describes the roles and responsibilities of the Board of Directors, key committees, functions and
function holders. It also describes the internal controls, the risk management and the Own Risk and Solvency
Assessment (ORSA) process. The Board’s key purpose is to ensure the Company's prosperity by directing
the Company's affairs, whilst meeting the interests of its shareholders and third parties such as customers
and regulators. In particular, the Board provides effective, prudent and ethical oversight of the Company. The
Company has laid out a structure of committees supporting the Board of Directors and the management in
fulfilling their statutory and fiduciary responsibilities. Among others, the Company has established a Finance
and Risk Committee (FRC) which is advisory to the Board and assists the Board in fulfilling its obligations
relating to the oversight of risk management for the Company. The Company has also established an Audit
Committee. The purpose of the Audit Committee is to assist the Board in fulfilling its responsibilities relating
to the external reporting of financial information, internal controls and the independence and effectiveness of
internal and external auditors. The four basic functions are: risk management function, internal control function,
actuarial function and compliance function, and their role and responsibilities are also described in this section.


C - Risk Profile


This section describes material exposures, concentrations, mitigation practices, sensitivities in relation to key
risks (insurance / underwriting, market, counterparty default, liquidity, concentration and operational). It also
describes the nature and how the Company measures the risks. The Company uses the Standard Formula
to assess its risk exposures, therefore this section provides insights and sensitivities to each specific risk
considered and the amount of capital held when stressing risk factors at 99,5% confidence level. Basic risks
undertaken by the Company include market risks (stemming from interest rate fluctuations, equities, real estate
prices, credit spreads, foreign exchange etc), insurance/underwriting risks (emanating from policyholder
mortality, longevity, morbidity and lapse risk as well as expense and catastrophe risks), operational risks and
counterparty default risks. All losses coming from stressed risk factors are aggregated taking into account
diversification effects (through a correlation matrix provided by the regulation) summing up to the total amount
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of capital required or the Solvency Capital Requirement (SCR). Risk profile as per Standard Formula at year
end 2017 and 2016 is shown on the table that follows, under Transitional measures and under Risk Free Rate:


Standard Formula: Solvency Capital Transitional Measures
Amounts in €m  31/12/2017 31/12/2016
Market Risks 82.3 93.5
Interest Rate Risk 17.2 21.7
Equity Risk 17.3 9.4
Property Risk 2.2 2.2
Spread Risk 42.7 54.5
Currency Risk 2.1 5.1
Concentration Risk 0.8 0.5
Counterparty Default Risk 5.5 6.0
Insurance Risks 58.1 59.7
Insurance Risk Mortality 1.9 1.9
Insurance Risk Longevity 9.0 11.4
Insurance Risk Dis. Morb. 4.3 5.3
Insurance Risk Lapse 34.6 34.0
Insurance Risk Expense 6.9 6.0
Insurance Risk Catastrophe 1.4 1.1
Operational Risk 8.8 8.4
Standalone SCR 154.8 167.6
Diversification Benefit and Adjustments (64.3) (70.9)
Solvency Capital Requirement 90.2 96.7


In addition to the insights provided by the standard formula, the Company measures the risks on its daily work
through the monitoring of the business and the performance of the underlying portfolios. The action taken on
the optimization of the portfolios and risk mitigation are consistent to the results of the application of the
standard formula.


D - Valuation for Solvency Purposes


The respective section compares Solvency II and IFRS valuation principles and describes the technical
provisions methodology and assumptions. Due to the fact that the Company has a large portfolio of closed
guarantee business that is valued punitively under Solvency II compared to Solvency I, the Company - after
regulatory approval - has decided to value these liabilities employing the use of transitional measures, in
accordance with Article 308c of the Directive 2014/51/EU of the European Parliament and of the Council of
16 April 2014. This measure is enforced to business being written from December 31st 2015 and will be
gradually eliminated until 2032. The application of transitional measures is expected to benefit both the
Company and the policyholders. The Company will experience less Solvency II balance sheet volatility and
will be able to manage more efficiently its capital. Consequently as the old portfolio of guarantee business
erodes, current or future policyholders will not be affected through lower profit participation or higher pricing
due to excessive capital charges and subsequent costs of capital. 


E - Capital Management


This section describes the composition of own funds, the Solvency Capital Requirement (SCR) and the
Minimum Capital Requirement (MCR). It also analyzes the movements against prior year. The Company is
employing transitional measures in order to gain degrees of freedom in effectively deploying its capital and it
is well capitalized under all valuation regimes (including Transitional Measures or even excluding them under
the Risk Free curve with or without Volatility Adjustment). 


The Company is adequately capitalized for the year 2017. SCR and MCR coverage ratios are 287% and 670%
respectively with the use of transitional measures whereas for year 2016 ratios were 289% and 734%.


The table below summarizes SCR and MCR Coverage under all valuation regimes. 
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The Company has entered early in the process of implementing the new regulation, the capital intensive
exposures of its business and has taken precautionary action combining selling products that optimize capital
charges while generating value for both the customer and the Company. 


The Own Risk and Solvency Assessment (ORSA) is actively employed to forecast the capital adequacy path
of the Company and to identify any potential risks in the execution of its capital planning but also to assist in
management decision making. According to the ORSA projections significant improvement is expected in the
years to come.


Capital Requirement Coverage with use of Transitional Measures


Amounts in €m  31/12/2017  31/12/2016
Value of Assets 1,664.7 1617.2
Market Value Liabilities (MVL) 1,323.7 1274.9
Excess Assets Over Liabilities 341.0 342.3
of Which Admissible
Tier 1 245.0 265.1
Tier 2 — —
Tier 3 13.5 14.5
Solvency Capital Requirement (SCR) 90.2 96.7
Eligible Capital SCR 258.5 279.6
Free Surplus SCR 168.3 182.9
SCR Solvency Ratio 287% 289%
MCR 36.5 36.1
Eligible Capital MCR 245.0 265.1
Free Surplus MCR 208.4 229.0
MCR Solvency Ratio 670% 734%


Capital Adequacy under different term structure regimes
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Quality of Capital


 


The Board of Directors will propose a dividend payment of 15 mn EUR for year ended 2017. 


Appendix


This includes the entirety of the Annual Quantitative Reporting Templates as submitted to the regulatory body
(QRTs).


Approval


The SFCR has been approved by the Board of Directors on 04/05/2018.


Managing Director
Vice Chairman of the Board of Directors


Dimitris Mazarakis
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A   Business and Performance 
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A.1   Business 


A.1.1   Overview 


MetLife Life Insurance S.A. (the Company) is domiciled in Greece and is authorized by the Bank of Greece
to underwrite Life Assurance business in Life Classes I (Life Insurance) , III (Unit Linked) , VII (Depository
Administrative Funds) and Non-Life Classes 1 (Accident) and 2 (Sickness). It must be noted that a change
in classification of insurance sectors took place with the application of Law 4364/5.2.2016 transposing
into Greek Law the Solvency II Directive. Specifically, the classes IV.2 Health Insurance of Life Insurance
(as was defined in Law 400/1970), is now classified in classes 1 Accident and 2 Sickness of Non-Life.
On 1 November 2010, MetLife Inc. completed the acquisition of American Life Insurance Company
(ALICO) and since then has been restructuring and consolidating its insurance entities within Europe to
gain operational and capital benefits. In particular, this includes a series of completed and planned
transactions that transfer businesses into MetLife Europe d.a.c. and MetLife Europe Insurance d.a.c.,
both companies domiciled in Ireland. As part of this restructuring, on 31st of August 2011, MetLife Life
Insurance S.A. was transformed from a Branch of ALICO into a subsidiary fully owned by MetLife EU
Holding Company (MEUHC), domiciled in Ireland.


A.1.2   Significant business and external events 


The operational results are materially affected by the conditions in the global financial markets and the
economy in general, both in Europe and elsewhere around the world. The global economy and markets
are now recovering from a period of significant uncertainty that began in the second half of 2015 and
intensified during 2017. In particular, this disruption affected adversely the financial services industry.
Markets remain turbulent and pertaining low interest rates environment creates unfavorable conditions
for life insurance business.    


Throughout 2016 and continuing into 2017, the European Central Bank took a number of actions intended
to provide liquidity to financial institutions and markets, while averting loss of investor confidence
particularly in troubled institutions. The ultimate objective to prevent or contain the spreading of the
financial crisis and to spur economic growth was met. Governments in many of the other markets in which
MetLife operates have also acted in order to address market imbalances and thus taken steps intended
to restore market confidence.


The economic crisis and the resulting recession have had and will continue to have an adverse effect on
the financial results of companies in the financial services industry, including MetLife. The declining market
yields and the adverse economic conditions have negatively impacted our investment income, the
valuation of insurance liabilities and the cost and profitability of a certain number of our products. Economic
and political turbulence in Greece kept local economy in recession for sixth consecutive year with high
unemployment rate and decreased disposable income per capita. Moreover, demographic trends imply
subdued growth for Greece and together with the aging of the population, have negative results in Social
Security system that absorbs a lot of funds from government budget to bridge deficits. Despite upcoming
reform, there is a long way to go, therefore Private Insurance could play a significant role in funding the
gap to ensure future income for next generations of retirees. Corporate environment is penalized by
unstable and unfavorable tax framework, whereas banking system remains vulnerable as capital controls
pertain and deposits are shrinking, thus depriving funds from banks with negative impact on credit
expansion and real economy growth. As a result, multinational companies re-assess their business in
Greece and SMEs struggle to survive in an unfavorable environment.    


A.1.3   Subsidiaries 


The Company owns 90% of outstanding issued share capital of MetLife Mutual Fund Company S.A.
incorporated in Greece. It has not prepared consolidated financial statements for the year ending on
December 31, 2017, as it has availed of the exemption from the obligation to prepare and deliver
consolidated accounts under Regulation 9A of the European Communities Regulation 1992 whereby the
Company and its subsidiary are included in the consolidated accounts for a larger group drawn up by its
ultimate parent, MetLife Inc. 
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A.1.4   Distributions to shareholders and profit-sharing policyholders 


The Board of Directors will propose a dividend payment of €15m for year ended 2017. 


A.1.5   Key financial highlights 


Find below a concise table highlighting the Company's financial performance for 2017:


Amounts in €m 31/12/2017 31/12/2016 Change
Operating Profit (before tax) 14.2 5.8 8.4
Net Income (after tax) 24.6 (6.2) 30.8
Regulatory Gross Written Premiums* 265.0 246.7 18.3
IFRS Gross Written Premiums 135.0 137.1 (2.1)
Total after tax income 11.2 5.3 5.9
Assets under Management 1,529.1 1,486.5 42.6
IFRS Technical Provisions 1,362.2 1,315.8 46.4
Total IFRS S/H Equity 268.2 257.0 11.2
Return on equity 9.2% (2.4)% 11.6%


*Regulatory Gross Written Premium does not include IFRS 4 Adjustment for Investment Type contracts


Regulatory gross written premiums amounted to € 265.0 millions in 2017, increased by 7.4% compared
to 2016 when production reached € 246.7 millions. The increase came mainly from Group Pension and
Variable Life lines of business.


During the year ending on 31 December 2017, the Company’s Operating Profit increased by € 8.4 million
to a gain of € 14.2 million (2016: € 5.8 million) with main drivers being the Retail and Group Business. 


Refer to section E   Capital Management for a detailed overview of the Company’s solvency and capital
position, including explanations on year over year changes.


A.2   Underwriting Performance 







A.2.1   Underwriting performance by line of business 


Below we present underwriting activity per Solvency II defined by line of business: 


Amounts in €m


Line of Business for: Life Insurance Obligations


Health
insurance


Insurance
with profit


participation


Index-linked
and unit-


linked
insurance


Other life
insurance Total


2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
Premiums written
 Gross 66.2 40.2 95.9 106.1 82.0 64.5 25.5 40.8 269.6 251.6
 Reinsurers' share 1.8 2.2 0.1 1.7 — — 5.6 3.8 7.6 7.7
 Net 64.4 38.0 95.8 104.4 82.0 64.5 19.9 37.0 262.1 244.0
Premiums earned
 Gross 66.2 39.9 96.0 106.1 82.0 64.5 25.5 40.9 269.7 251.5
 Reinsurers' share 1.8 2.2 0.1 1.7 — — 5.6 3.8 7.6 7.7
 Net 64.4 37.7 95.8 104.4 82.0 64.5 19.9 37.2 262.1 243.8
Claims incurred
 Gross 42.9 24.5 106.7 102.9 35.0 54.5 14.5 26.5 199.0 208.4
 Reinsurers' share (0.4) 0.8 — 0.9 — — (0.2) (0.7) (0.6) 1.0
 Net 43.2 23.6 106.7 102.0 35.0 54.5 14.6 27.3 199.5 207.4
Changes in other technical provisions
 Gross (8.2) (1.6) (17.8) (42.7) (24.5) (3.2) 1.7 1.7 (48.8) (45.7)
 Reinsurers' share (1.1) (1.4) — (0.4) — — (4.2) (3.0) (5.2) (4.8)
 Net (7.2) (0.2) (17.8) (42.3) (24.5) (3.2) 5.9 4.7 (43.6) (41.0)


Expenses incurred 9.4 8.1 29.6 31.4 5.2 3.4 3.2 1.8 47.4 44.7


The increase in Net Premium in 2017 is mainly due to strategy that involved new sales in Health,
Protection  and UL-type products. The Company focused on growing Individual Accident & Health
and Unit Linked business as well as Employee Benefits business (Group Life & Disability and Group
Accident & Health). As a result, Net Premiums for these specific LoBs increased significantly in 2017.
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A.2.2   Underwriting performance by geographical segment 
All business is underwritten in Greece. 







A.2.3   Intra-Group transactions 


The table below summarizes main intra-group transactions: 


Amounts in €m - IFRS 2017 2016
Group Undertakings % equity Book % equity Book
MetLife Mutual Funds 90% 1.5 90% 1.5
Total transactions with Group
Undertakings 1.5 1.5


Related Parties transactions - IFRS 2017
Nature of transaction Receivables Payables Income Expense
Transactions related to reinsurers 6.7 5.5 5.5 5.8
Recharges of employee related costs 2.9 1.2 8.1 4.2
Total related parties transactions 9.6 6.7 13.6 10.0


Related Parties transactions - IFRS 2016
Nature of transaction Receivables Payables Income Expense
Transactions related to reinsurers 6.7 6.3 5.9 5.7
Recharges of employee related costs 2.7 0.7 8.1 3.6
Total related parties transactions 9.4 7 14 9.3


All Intra-group operations and transactions are at arm’s length as it would be if the operations and
transactions were with a third party. Intra-group operations and transactions are mainly related to the
Company’s Reinsurance and Operational arrangements. Reinsurance arrangements allow the Company
to share efficiencies and expertise with entities within the Group, particularly in claims and risk
management.


Intra-group transactions for Operational arrangements include:
• Risk Management
• Actuarial
• Finance and Operations
• Treasury
• Internal Audit
• Human Resources
• Investments


These activities are bound by outsourcing arrangements and are primarily entered into to reduce
operational costs and enhance operational effectiveness and efficiency.


All intra-group operations and transactions are with limited liability entities and entered into at arm’s
length. In general, risk and rewards borne by each party to these intra-group operations and transactions
are no different to what would have been borne by a third party with a similar arrangement. The Company
is of the view that no aspect of the operations or transactions will be or are disadvantageous to either
party within the arrangement.


During the negotiation and execution of the intra-group arrangements there have been no conflicts of
interest and there are none expected in the near future.
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A.3   Investment Performance 
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A.3.1   Investment return 


Total Investment return from financial assets is presented below:


Amounts in €m - IFRS
Investment Income 2017 2016
Dividends — —
Income from coupon receipts 0.5 1.6
Fair Value through P&L excluding Unit
Linked 0.6 1.6


Dividends 0.5 —
Income from coupon receipts 26.9 28.1
Available for sale securities 27.4 28.1


Interest income from bank deposits 1.1 1.0
Other (1.1) (2.0)
Fair Value through P&L Unit Linked — (1.0)


Total Investment Income 28.0 28.7


Investment income from financial assets is presented below:


Amounts in €m - IFRS
Realized Gains/Losses 2017 2016
Bonds 8.5 —
Mutual funds 14.5 10.2
Fair Value through P&L excluding Unit
Linked 23.0 10.2


Bonds 0.2 2.9
Mutual funds (0.1) —
Available-for-sale portfolio 0.1 2.9


Mutual funds 3.5 1.7
Fair Value through P&L Unit Linked 3.5 1.7


Total Realized Gains/Losses 26.6 14.8


Amounts in €m - IFRS
Unrealized Gains/Losses 2017 2016
Bonds (10.5) 5.1
Mutual funds (5.9) (0.7)
Fair Value through P&L excluding UnitLinked (16.4) 4.5


Mutual Funds 4.6 6.5
Fair Value through P&L Unit Linked 4.6 6.5


Total Unrealized Gains /Losses (11.8) 10.9







Amounts in €m - IFRS
Financial Assets Impairment 2017 2016
Venture Capital (0.1) 1.1
Investment in subsidiary (0.1) 0.2
Total Financial Assets Impairment (0.2) 1.3


Other Income 2017 2016
Previous Year Income 0.2 —
Other 0.5 0.2
Total Other Income 0.6 0.3


Investment income was slightly decreased at € 28.0 million for 2017 vs. € 28.7 million for 2016, affected
from low interest rate environment as well as from diversification of current investment policy of the
Company whose goal is to maintain a high credit quality bond portfolio. On the other hand, net realized
investment gains from sales and maturities amounted to € 26.6 million in 2017 vs. € 14.8 million in 2016
and net unrealized investment gains/losses amounted to -€ 11.8 million in 2017 vs.  +€ 10.9 million in
2016. Finally financial assets impairment were negative in 2017 at -€ 0.2 million vs. +€ 1.3 million in 2016
and total Other Income increased from € 0.3 million in 2016 to € 0.6 million in 2017. The projected
Investment Income for the years 2018-2020 is presented in the following table:


Investment Income 2018 2019 2020
Investment Income 25.5 24.7 23.0


Projection of Investment Income assumes nil Realized and Unrealized Gains and Losses and focuses
on coupon income from Bonds. It must be noted that investment income is negatively affected by low
interest rate environment as well as from diversification of current investment policy of the Company
whose goal is to maintain a high credit quality bond portfolio
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A.4   Performance of other activities 


The IFRS operating/other income and expenses of the Company are set out below:


Amounts in €m
Statement of IFRS Comprehensive Income 2017 2016
IFRS Gross premium 135.0 137.1
Reinsurance ceded premium (7.6) (7.7)
Net premium 127.4 129.4
Fee income 6.5 5.8
Net premium and income 133.9 135.2
Investment income 28.0 28.7
Net realised investment gain and losses 26.6 14.8
Unrealized investment gain and losses (11.8) 10.9
Financial assets impairment (0.2) 1.3
Other income 0.6 0.3
Other revenue 43.2 56.1
Total income 177.2 191.3
Claims and benefits paid, net of reinsurance (139.2) (127.8)
Commissions, net of reinsurance (22.5) (21)
Change in insurance contract liabilities, net of reinsurance 24.3 (11.9)
Operating & Administrative expenses (24.2) (23.1)
Finance costs (0.5) (0.5)
Other expenses (0.8) (1)
Total expenses (162.9) (185.4)
Profit before tax 14.2 5.8
Taxes 10.4 (12.0)
Net Income 24.6 (6.2)
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B   System of Governance 
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B.1   General information on the system of governance 


B.1.1   Governance structure 


A consistent governance structure is in place across MetLife’s European Economic Area (EEA) Group of
entities that includes the Greek operation, supporting clear decision making and roles and responsibilities.
The corporate governance structure in place was developed taking into account the business environment,
as well as regulatory and internal corporate governance requirements.


The Articles of Association of the Company define, amongst other things, the composition of the Board,
membership requirements, key responsibilities and authorities as well as the procedures governing the election
of the members, meetings and the voting process. 


Figure: MetLife Greece Corporate Governance Structure 


 


The Finance and Risk Committee (FRC) and the Audit Committee operate under documented Terms of
Reference which outline the following:


• The objectives of the Committee;
• The appointment of members, Committee membership and voting;
• Committee responsibility and authority;
• Frequency of meetings and reports to the Board;
• Risk and financial related reporting.


The governance structure is supported by the appropriate organizational chart, which defines key areas of
authority and responsibility and establishes the appropriate lines of reporting. Reporting lines are both direct
and indirect, and in some instances there is matrix reporting to other functions within the Company. The
Company is structured in a manner reflective of its size and requirements to enable effective risk management
and carry out its activities so as to achieve its objectives.







Figure: MetLife Greece Organizational Structure
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B.1.2   Role of the Board 


The Board’s key purpose is to ensure the Company's prosperity by directing the Company's affairs, whilst
meeting the interests of its shareholders and third parties such as regulators. In particular, the Board provides
effective, prudent and ethical oversight of the Company. The Board is responsible for, among other things
where relevant, reviewing and/or setting and overseeing:
• The business strategy;
• The amounts, types and distribution of capital adequate to cover the risks of the Company;
• The strategy for the on-going management of material risks;
• A robust and transparent organizational structure with effective communication and reporting channels;
• A remuneration framework that is in line with the risk strategy of the Company; and
• An adequate and effective internal control framework, that includes well-functioning risk management,


compliance, internal audit and actuarial functions as well as an appropriate financial reporting and
accounting framework.


The Board defines the Risk Strategy and Risk Appetite of the Company and approves risk management
policies. Significant matters are escalated to the Board. Matters submitted to the Board are supported by
appropriate analysis as required, including the view of the relevant key functions. If appropriate, the Board
also receives recommendations by the Finance and Risk Committee (FRC). The Board focuses on the following
key areas:


Vision and values
• Disseminating the Company's vision as a guide and setting the pace for its current operations and future


development
• Setting the values to be promoted throughout the Company (e.g. values on compliance through the


compliance statement)
• Approving policies and ensuring they are consistent with, and promote the vision and values of the Company.


Strategy and structure
• Reviewing present and future opportunities, threats and risks in the external environment and strengths,


weaknesses and risks relating to the Company
• Considering strategic options, deciding on those to be pursued and the means to implement and support


them
• Determine and review the Company's goals
• Ensuring that the Company's organizational structure and capability are appropriate for implementing the


chosen strategies
• Empowering risk and compliance to operate effectively throughout the Company
• Retaining oversight for remuneration practices and shall ensure that the Company has remuneration policies


and practices that are consistent with, and promote sound and effective risk management.







Delegation to management
The Board delegates certain matters by board resolution, by terms of reference to committees of the Board
or by power of attorney to specific individuals to act on behalf of the Board. Where the Board delegates authority
it monitors the exercise of this delegated authority. The Board cannot abrogate its responsibility for delegated
authority.


Meetings of the Board of Directors


The Board of Directors meets at any occasion required by law and as required by the Company's articles of
association. All Directors are required to attend Board meetings unless they are unable to do so due to
circumstances beyond their control. The Board may resolve without a physical meeting taking place, as
provided for by the Company’s articles of association. Such resolutions are evidenced by relevant meetings
being signed by rotation. 
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B.1.3   Role of Directors 


The role of the independent non-executive director


As an existing integral component of the Board, independent non-executive director(s) represent a key
layer of oversight. It is essential for independent non-executive director(s) to bring an independent
viewpoint to the deliberations of the Board that is objective and independent of the activities of the
executives.


The role of the executive director


The role of executive directors includes to propose strategies to the Board and, following Board scrutiny,
to execute the agreed strategies to the highest possible standards.


Responsibilities of all directors


As per relevant provisions in the Articles of Association, Directors are responsible and have the
responsibility over the following:


• To ensure that there is an effective executive team in place
• To participate actively in constructively challenging and developing strategies proposed by the


executive team
• To participate actively in the Board’s decision making process
• To participate actively in Board committees and
• To exercise appropriate oversight over execution by the executive team of the agreed strategies,


goals and objectives and to monitor reporting of performance.


B.1.4   Matters reserved for the Board 


Strategy and management 


• Responsibility for overseeing the management of the Company
• Approval of its long term objectives and business strategy
• Review of Corporate performance in light of its strategy
• Approval of all local and MetLife EU Holding Company policies where they apply to the Company
• Decisions to extend the Company’s activities into new business or geographic areas
• Decisions to cease to operate all or any material part of the Company’s business
• Decisions to vary the Company’s strategy for meeting the policyholder liabilities.


Structure and capital


• Reviewing and approving the Company’s financial plans
• Approval of changes relating to the Company’s capital structure, including share issues, reduction


in capital, loan capital and gifts of capital. 







Financial reporting and controls 


• Approval of the annual report and accounts
• Approval of the annual regulatory return to the Bank of Greece
• Approval of significant changes in accounting policies and practices
• Approval of dividends
• Approval of the external auditor’s fees.


Internal controls 


• Responsibility for setting and overseeing the establishment of an adequate and effective internal
control and risk management systems, including approval of the internal audit plan


• Receiving reports from the audit and risk committees on, and reviewing effectiveness of the
Company’s risk and control processes


• Approval of the Risk Management Framework.


Non-insurance contracts 


• Approval of capital projects
• Approval of acquisitions, mergers or disposals
• Approval of material contracts by nature or amount entered into by the Company in the ordinary


course of business (e.g., acquisitions or disposals of fixed assets)
• Approval of new bank borrowing facilities
• Approval of all investment transactions reserved for the Board in the Investment policy.


Board membership and other appointments


• Other than where the shareholder exercises the right, appointment and removal of directors;
• Approval of changes to Board structure, size and composition;
• Appointment and removal of the Chairman;
• Appointment or removal of the Company Secretary;
• Appointment or removal of Chairman and members of Board committees;
• Appointment or removal from office of the Chief Executive Officer or the Head of a Control


Function.


Remuneration


• Review the remuneration structure for employees of the Company in-line with the Company's
risk strategies.


Delegation of authority


• Maintain oversight of all Board committees including approval of the terms of reference of the
Board Committees;


• Review information from Committees on their activities;
• Approval of the Company’s authorised signatories;
• Authorizing individuals to grant powers of attorney.


Corporate governance 


• Review and approve of the Company’s overall corporate governance arrangements;
• Consider balance of interests between shareholders, employees and, customers;
• Undertake a formal annual review of its own performance, that if its committees and of individual


directors.
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Compliance 


• Maintain oversight and ensuring appropriate resourcing for the effectiveness of the compliance
programme;


• Responsibility for review and monitoring of Treating Customer Fairly (TCF) across the business.


Other 


• Approval and settlement of material litigation matters;
• Approval of schedule of matters reserved to the Board;
• Any decision likely to have a material impact on the Company from any perspective, including,


but not limited to, financial, operational, strategic or reputational.
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B.1.5   Role of the Chief Executive Officer 


The Board appoints the Chief Executive Officer. The CEO is the most senior executive officer and has
ultimate executive responsibility for the Company's operations, compliance and performance. The CEO
is the main link between the executive and the Board. He has certain authorities delegated to him by the
Board. The Executive Management team is responsible for the day to day running of the Company and
it is led by the CEO.  


B.1.6   Board committee structure 


The Company has established a Finance and Risk Committee (FRC) which is advisory to the Board and
assists the Board in fulfilling its statutory and fiduciary responsibilities relating to the oversight of risk
management for the Company. The FRC operates under approved Terms of Reference. The FRC meets
at least on quarterly basis, the meetings are minuted and any decisions are documented. 


The FRC is responsible for establishing and reviewing the policies, practices and procedures for
identifying, assessing, managing, monitoring and reporting the relevant risks associated with business
of the Company. 


The Company has also established an Audit Committee. The purpose of the Audit Committee is to assist
the Board in fulfilling its statutory and fiduciary responsibilities relating to the external reporting of financial
information, internal controls and the independence and effectiveness of internal and external audit. The
role of the Audit Committee, its membership, frequency of meetings and reporting requirements are set
out in the Terms of Reference of the Audit Committee as approved by the Board.


B.1.7   Main roles and responsibilities of key functions 


Internal Audit 


The Internal Audit has been charged to independently examine, evaluate, and report on the adequacy
and effectiveness of the system of internal controls. Internal Audit is an independent assessment group
established within MetLife Greece as a service to Management and to the Audit Committee of the Board
of Directors. It is a group that functions by examining and evaluating the adequacy and effectiveness of
enterprise-wide controls with a risk-based focus. 


Internal Audit function serves as the third line of defense and its purpose is to provide ongoing objective
and independent evaluations of the effectiveness of the system of internal controls, and to perform special
reviews and investigations as directed by the Audit Committee and the executive management. In order
to maintain independence and objectivity, Internal Audit does not prepare any accounting and related
records or engage in any relevant activity requiring audit review, including the development or installation
of new systems, policies or procedures. Internal Audit has full and unrestricted authorization to access
all records, personnel, and physical property relevant to the performance of their assignment in any
functional area of the Company and, where contractually authorized, its contractors or suppliers. All
employees are requested to assist Internal Audit in fulfilling its roles and responsibilities. 


Results and conclusions of audit work are reviewed with operating and financial management directly
responsible for the activity being evaluated and such other management as deemed appropriate in order







to reach agreement as to the facts presented by the auditors and to make management aware of audit
issues before the report is released. All formal issues reported in an audit report are tracked until closure
by Internal Audit.


The Internal Audit mandate is broad, encompassing all of the MetLife Greece business activities. It is the
responsibility of Internal Audit to identify all auditable areas within the Company. The diverse businesses
of the Company are dynamic and require on-going monitoring to ensure that new and evolving auditable
areas are appropriately included. The Audit Department follows a quarterly planning process and the
Audit Plan is locked down a quarter in advance. However the Audit Plan is dynamic and Internal Audit
has the responsibility to identify adjustments as necessitated by the changing risk environment. Before
finalization, the Audit Plan can be reviewed with senior audit management, management in the various
lines of business and other control functions. At the end of each year, the audit plan for the coming year
is submitted for approval to the Audit Committee. Any significant deviation from the approved internal
audit plan is communicated to the Audit Committee through quarterly activity reports. 


The Internal Audit Function reports in writing at least on an annual basis to the Board of Directors. The
reporting documents all material tasks that have been undertaken by the internal audit functions, their
results, clearly identifying any deficiencies and giving recommendations as to how such deficiencies could
be remedied.


Compliance


The Compliance function is responsible for identifying, assessing, monitoring, testing and reporting on
compliance residual risk exposures and mitigating controls to the Company's Finance and Risk Committee
and ultimately to the Board for material issues.
The Head of Compliance is a member of the Company’s Executive Management and reports to the Chief
Executive Officer. The Head of Compliance has a primary responsibility for ensuring that the Company
remains compliant with applicable laws, requirements and regulations and with the Company’s
Compliance Policies, Procedures and Programmes. The reporting structure and independence from
business management is intended to avoid potential conflicts of interest that may arise. To ensure
objectivity and independence, the Ethics and Compliance Officer does not supervise employees outside
the Compliance organization.


The Compliance Officer may act as a liaison with regulators and industry groups, and maintains subject
matter expertise about compliance with industry laws and regulations. The Compliance Officer partners
with the Legal Counsel, Compliance counterparts (and their Chief Counsels), the Board and the Board’s
Finance and Risk Committee to ensure integrated risk management efforts without duplication. This is
intended to support a well-coordinated Compliance Risk Management Program across MetLife Greece.


The Compliance function reports in writing at least on an annual basis to Board of Directors. The reporting
documents all material tasks that have been undertaken by the function, their results, clearly identifying
any deficiencies and giving recommendations as to how such deficiencies could be remedied.


Risk Management


The Risk Management Function is headed by the Chief Risk Officer (CRO), who reports to the ESE/MEA
CRO and to the Company's General Manager on a matrix basis. Broadly, the responsibilities of the Risk
Management Function include the following: 


• Identifying, measuring and managing of the Company risks ;


• Developing risk management policies and procedures and ensures their on going
appropriateness for the nature, scope and complexity of the business;


• Ensuring that appropriate risk management methodologies and tools are in place; 


• Providing regular (at least quarterly) and ad hoc updates to the Finance and Risk Committee
(FRC) and/or to the Board on issues related to risk management;


• Proposing to the FRC the appropriate risk mitigation techniques for risk exposures outside the
Company's risk appetite.
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The Risk Management Function has unrestricted access to all activities and business units, as well as
to all information and data which are required to fulfill its objectives. 


The CRO leads the Risk Function, ensures the effectiveness of the Company's Risk Management System
and participates in strategy roll-out in the organization. The CRO chairs the FRC and is a member of the
Investment Committee and the Executive Management team. The function also is in charge of Risk
Management or Capital Management related reporting to the regulatory authorities. 


The Risk Management Function reports all risk management related activities in writing at least on an
annual basis to Board of Directors. The reporting documents all material tasks that have been undertaken
by the function and their results. 


Actuarial Function


The Chief Actuary is a member of the Company's Executive Management team and reports on a direct
basis to the sub-regional (ESE) Chief Actuary. The Sub-Regional (ESE) Actuarial team reports directly
to the EMEA Chief Actuary. The work of the Actuarial Function is governed by the country's laws and
regulations as well as by the Code of Professional Conduct and standards of practice. 


The Actuarial Function is responsible for ensuring that the technical provisions are calculated in
accordance with the requirements set in various laws, regulations and accounting practices while
proposes corrections if appropriate. The Actuarial Function is also responsible for explaining any material
effect of changes in data, methodologies or assumptions between valuation dates on the amount of
technical provisions.   


The Actuarial Function reviews the consistency of the external and internal data used in the calculation
of technical provisions and if required provides recommendations on internal procedures to improve data
quality. 


The Actuarial Function reports in writing at least on an annual basis to the Board of Directors. The reporting
documents all material tasks undertaken by the Actuarial Function and their results, clearly identifying
any deficiencies and giving recommendations as to how such deficiencies could be remedied. 
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B.1.8   Material changes 


Over the reporting period, there have been no material changes in the system of governance of the
Company. 


B.1.9   Remuneration 


Remuneration framework
The purpose of the remuneration framework is to provide for compensation that is:


(a) consistent with, and promotes sound and effective risk management
(b) in line with the Company’s business and risk management strategy and practices, its risk
profile, its objectives, its long-term interests, and its performance as a whole and
(c) does not induce excessive risk taking.


Having a world-class mindset, the Company focuses on world-class compensation programs and
practices in order to embrace a ‘Pay for Performance’ philosophy. ‘Pay for Performance’ is the notion
that there is a direct link between an employee’s compensation and individual and/or group performance.
The Pay for Performance system allows the company to assign performance ratings and complete all
required compensation steps. Core to the enterprise philosophy is that performance drives compensation,
meaning that employees’ performance determines compensation recommendations.


Variable compensation relies on seniority, individual performance as set in the employee performance
assessment platform and the Company's performance. Variable compensation in the Company consists
of Annual Variable Incentive Plan or AVIP that motivates and rewards achievement of the Company’s
strategy. AVIP is funded based on the Company's financial performance compared with the business







plan for the year, and an employee’s award reflects that funding as well as the employee’s target
opportunity and performance rating. For employees in higher roles within the organization, there are
stock-based Long-Term Incentives referred to as LTI, payable over 3 year's time with liquidation
constraints.


All required compensation recommendations are funded from the respective budgets provided and are
submitted through a global corporate system, called ‘Pay for Performance’. Depending on budgetary
constraints, total amounts to be distributed for AVIPs and LTIs are allocated and then split among functions.
Amounts are allotted into an online corporate solution and each manager cascades the amount to be
distributed so that employees are compensated according to their performance. The allocation to
employee level is made within predetermined limits set by the application and on each override a higher
level executive is signing off the deviation.


The Company's Chief Risk Officer can advise the Board on business performance metrics used to
determine Director compensation to ensure that the compensation is consistent with the purposes of the
Board approved Remuneration Policy.


To ensure that the employees do not embark into excessive risk taking conduct, several Key Risk Indicators
(KRIs) have been considered as proxies so as to quantify motivation into risk taking activities. Following
the rationale of Delegated Acts 2015/35 they primarily focus on the proportion of variable to fixed
remuneration of employees so as to monitor that variable compensation does not exceed on average
and per case maximum thresholds set by the risk appetite of the company.
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B.1.10   Material transactions with related parties 


Key management personnel transactions with the Company includes the following items: 


Transactions with the related parties (Amounts in €) 31/12/2017 31/12/2016


Premiums
Insurance contracts to key management personnel 46,333 28,528
Claims
Insurance contracts to key management personnel 11,435 2,556
Totals of transactions with Board 57,768 31,084


B.1.11   Adequacy of system of governance 


The Executive Management and the Board regularly review the adequacy of the system of governance
as a whole and in selected areas, to confirm it remains to be adequate for the Company’s needs, and to
prioritize areas of improvement.


B.2   Fit and proper requirements 


B.2.1   Fit and proper framework 


The Company's Fitness and Probity framework sets out the minimum standards, in compliance with the
BoG's Fitness and Probity Standards and relevant legislation, to ensure that a person, who is a
Responsible Person, has the necessary qualities and competence in order to allow him/her to perform
the duties and carry out the responsibilities of his/her position within the Company. The qualities and
competence relate to the integrity demonstrated by a Responsible Person in personal behavior and
business conduct, soundness of judgement, a sufficient degree of knowledge and experience and
appropriate professional qualifications. Compliance with the framework is mandatory. Respective Policy
sets out and describes the approach for assessing and monitoring individuals’ fitness and probity.







Assessment of Fit & Proper


The Company does not permit a person to perform a key function unless it is satisfied on reasonable
grounds that the person complies with the Standards and has obtained confirmation from the person that
he/she agrees to abide by the Standards. The Standards provide that a Responsible Person must be:


• Competent and capable
• Honest, ethical and to act with integrity
• Financially sound.


Assessment under the Fit & Proper Policy is conducted:
• Prior to the appointment of a Responsible Person and before a contract for service is signed;
• Before an internal appointment is confirmed if that person is deemed a Responsible Person;
• On a limited basis, annually, for all existing Responsible Persons (this takes the form of an


annual Business Code of Conduct certificate being signed by all Responsible Persons);
• Every three years for all Responsible Persons;
• Following notification of an issue to the Board relating to the fitness and propriety of a


Responsible Person.


The Company has in place appropriate procedures to maintain a register of all Responsible Persons and
a record of all due diligence undertaken in respect of such Responsible Persons. When and as required
by the local regulatory framework, the Company will notify the regulator on the relevant changes to the
Register.


Fitness Criteria


In determining a Responsible Person’s competence and capability for performing their role, assessments
may include, but will not be limited to:


• Whether the person satisfies the relevant training and competence requirements, which may
be satisfied by evidence of qualifications (e.g. diplomas, degrees and professional
memberships) and capability appropriate to the corresponding position description;


• Whether the person has demonstrated by experience that they are able, or can reasonably be
expected to be able, to perform the intended function. Employment and reference checks may
be used to establish such ability.


Probity Criteria


In determining a Responsible Person’s honesty, integrity and reputation for performing his/her role, the
following factors may be considered, among others:


• Has the person been convicted of any criminal offense, whether or not presently of record?
particularly relevant being any offense involving dishonesty, fraud, financial crime or other
offenses under legislation relating to companies, building societies, industrial and provident
societies, credit unions, friendly societies, banking and or other financial services, insolvency,
consumer credit companies, insurance, and consumer protection, money laundering, market
manipulation or insider trading;


• Has the person had any adverse finding against him/her or settlement in civil proceedings,
particularly in connection with investment or other financial business, misconduct, fraud or the
formation or management of a body corporate;


• Has the person had personal involvement in any investigation or disciplinary proceeding
resulting in sanction or adverse finding with any requirements or standards of any supervisory
bodies / regulatory authorities, clearing houses and exchanges, professional bodies, or
government bodies or agencies;


• Has the person been involved as a Responsible Person with a company, partnership or other
organization that has been refused registration, authorisation, membership or a license to carry
out a trade, business or profession, or has had that registration, authorisation, membership or
license revoked, withdrawn or terminated, or has been expelled by the regulatory authority or
government body or agency;







• Has the person been refused the right to carry on a trade, business or profession requiring a
license, registration or other authority as a result of the removal of the relevant license or
registration;


• Has the person served as a director, partner, or chief executive of a business that has gone
into insolvency, liquidation or administration while personally connected with that organization
or within one year after that connection;


• Has the person been investigated, disciplined, censured, suspended or criticized by a
supervisory body / regulatory authority, professional body, government body or agency, a court
or tribunal, whether publicly or privately, with which such Responsible Person has been involved;


• Has the person been dismissed or resigned, upon request, from employment or from a position
of trust, fiduciary appointment or similar capacity while holding a position as a Responsible
Person.


The aforementioned criteria are considered in relation to a person’s ability to perform the relevant key
function. In addition, checks to ensure compliance with laws and regulations must include appropriate
legal review.


Overall Employee Fitness
Apart from Responsible Persons, the Company employs human resources of elevated standards. The
majority of its employees have followed tertiary, post graduate education and other professional
qualifications and undergone a strict selection process adding to the operational capacity of the Company.
The Company strives to maintain and build on existing human capital by investing in frequent technical
training, rotational programs and programs promoting problem-solving capabilities, management and
interpersonal skills.


Educational class as percent of headcount (December 31, 2017)


Department / Function Tertiary
education


Post graduate
education Total


Actuarial 17% 83% 100%
Audit 100% 100%
Compliance 100% 100%
EB 64% 36% 100%
Finance 56% 38% 94%
Human Resources 67% 67%
Investments 80% 80%
IT 15% 15% 30%
Legal 100% 100%
Operations 30% 8% 38%
Procurement 25% 25%
Product Development 100% 100%
Promotion and Communication 67% 67%
Risk Management 100% 100%
Sales 36% 36% 72%


B.3   Risk management system including the own risk and solvency
assessment 


B.3.1   Risk management structure 


The Company assumes various insurance, financial and non-financial risks as part of doing business
and in order to achieve its strategic objectives. The Company’s main objective is to ensure that risk taking
activities are performed within an appropriate control environment, aimed at the effective management
and reporting of risks. Therefore, the Company has established an effective Risk Management System,
integrated into day to day activities and aligned with the Company’s strategic objectives. 







The Risk Management Framework (RMF), which is maintained by the Risk Function and approved by
the Board of Directors (the Board), is designed to facilitate, on an on-going basis, the management of
these risks and opportunities in a dynamic and systematic manner. The aim of the framework is to ensure
that risk management becomes integrated into business practices and systems at all levels of the
Company. For this purpose, the RMF’s principles of risk management are further detailed in the Risk
Strategy and Appetite policies. The Framework and the effectiveness of its implementation is reviewed
at least annually and approved by the Board.


Description of the Risk Management Framework 


The risk governance and system of internal control is based on best practice principles of corporate
governance and is designed to:


• Identify, measure, manage, monitor and report risk; 
• Inform key stakeholders of material changes to the Company’s risk profile;
• Enable the appropriate decision makers to direct what type and level of risk the Company is


exposed to.


The Board has overall responsibility for the Company’s risk governance and the system of control and
views risk management as integral to the pursuit of its business objectives.  


The Company has adopted the three lines of defense approach to risk governance. 


 


First line


Department managers of all business and operational areas are the first line of defense and are
responsible for the risk management and internal control environment of their respective areas and any
relevant interfaces with other areas. It is the responsibility of the relevant department manager to identify,
measure, manage, monitor and report all risks as appropriate in his or her area.


Second line


The Risk Management and Compliance functions fulfill the second line of defense; and the Legal function
advises the second-line functions. These functions are responsible for providing effective risk
management oversight and independently assessing and reporting on the key risk areas of the business.


The second line provides an enterprise-wide, comprehensive and consistent framework to appropriately
identify, measure, manage, monitor and report all risks which impact the Company’s solvency, liquidity,
earnings, business and reputation. For this purpose, the Risk Management Function develops the
necessary tools, recommends risk appetite and limits, and provides support in the management of key
risks.


Third line


Internal Audit is the third line of defense, and provides independent assurance over the strength of controls.
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Risk Governance
A consistent governance structure is in place across MetLife EU Holding Company entities, supporting
clear decision making and roles and responsibilities. The corporate governance structure in place was
developed taking into account the business environment, as well as regulatory and internal corporate
governance requirements.


Board of Directors 


The Board of Directors has ultimate responsibility for establishing an effective risk management system.
The Board defines the Risk Strategy and Risk Appetite of the Company and approves the risk management
policies. Significant matters are reported to the Board. Matters submitted to the Board are supported by
appropriate analysis as required, including the view of the relevant key functions. If appropriate, the Board
also receives recommendations by the FRC. 


The Chairman of the Board is also a member of the EU Holding Company Board. This structure supports
alignment of the decision making process with the Group’s strategic objectives. 


Finance and Risk Committee


The Company has established a Finance and Risk Committee which is advisory to the Board and assists
the Board in fulfilling its risk oversight responsibilities.  The FRC operates under approved Terms of
Reference. The Committee meets at least on a quarterly basis, the meetings are minuted and any
decisions are documented. The FRC is responsible for establishing and reviewing the policies, practices
and procedures for identifying, assessing, managing, monitoring and reporting the relevant risks.  


Risk Management Function 


The Risk Management Function is headed by the Chief Risk Officer (CRO), who reports directly to the
ESE/MEA CRO and to the Company’s General Manager on a matrix basis. The CRO chairs the FRC. 


Broadly, the responsibilities of the Risk Management Function include the following:
• Develops risk management policies and procedures and ensures their on-going


appropriateness for the nature, scope and complexity of the business
• Ensures that appropriate risk management methodologies and tools are in place
• Provides regular (at least quarterly) and ad hoc updates to the FRC and/or to the Board on


issues related to risk management
• Proposes to the FRC the appropriate risk mitigation techniques for risk exposures outside the


Company’s risk appetite


The Risk Management Function has unrestricted access to all activities and business units, as well as
to all information and data which are required to fulfill its objectives. 
The Company’s Risk Management Function is part of the group Global Risk Management (GRM) and
supported by the sub-regional, regional and corporate Risk Management Functions of the Company. This
structure facilitates the consistent implementation of the Risk Management System, including risk policies
and procedures, methodologies, models, reporting templates, risk analyses and other tools. 


The Global Risk Management Organization comprises of more than 150 professionals across the world.
The MetLife Inc. CRO reports directly to the MetLife’s Inc. CEO. The Global Risk Management
Organization is set up in a way that supports the implementation of MetLife enterprise Strategy worldwide:
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Chief Risk Officer


The CRO chairs the Finance and Risk Committee (FRC). The main responsibilities of the CRO include:
• Supporting the Board to set the risk appetite of the Company;
• Providing comprehensive and timely information on the Company's material risks which enables


the Board to understand the overall risk profile of the Company;
• Liaising with the FRC to ensure the development and on-going maintenance of the risk


management Framework and implementing the Framework;
• Promoting sound and effective risk management and an appropriate risk culture at all levels of


the Company;
• Ensuring that the Company has effective processes in place to identify, assess and manage the


risks to which the Company is or might be exposed;
• Regularly reviewing the system of risk management internally acting as a key regulatory interface


on matters related to risk management;
• Ensuring compliance with the requirements of prudential regulation;
• Maintaining the limit system and risk tolerances for specific risks / risk types, including investment/


ALM risk, credit risk, insurance risk, liquidity risk and operational risk;
• Providing information and analysis such as risk dashboards to the executive team to assess the


trends in risks and the balance of risk and expected profitability;
• Implementing Economic Capital Methodology and Framework;
• Recommending Risk Mitigation Strategies.
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B.3.2   Risk strategy and appetite 


Risk Strategy


The Risk Strategy adopted by the Finance and Risk Committee (FRC) and the Board provides the basis
for the management of risk in alignment with the Company's risk appetite. As such, the Company's
Corporate Strategy, Risk Strategy and Risk Appetite Framework are dynamically applied to meet the
Company's objectives. The aim of Risk Management is to assist the business unit leaders, Executive
Management and Board of Directors to identify, assess, quantify and manage risks incurred by the entity.


The overall management of risk is accomplished in a way that:


• Takes account of key stakeholders (including shareholders, policyholders, regulators, distributors
and employees) risk considerations;


• Is aligned to the governing objectives of the Global Risk Management organization;


• Ensures business embeds risk management in its daily operation as part of business as usual;


• Ensures the business is taking on risk within the agreed risk appetite;


• Maximizes capital allocation to strategic risks and significantly reduces results volatility from non-
strategic risks, so that earnings and financial strength are maximized and economic volatility
minimized.


The strategic appetite is operationalized through quantitative limits set in the appendices of the Risk
Appetite and Strategy policy.


Risk Appetite 


The Risk Appetite statement defines the level and nature of risks to which the Board considers it is
acceptable to expose the Company and is approved by the Finance and Risk Committee (FRC) and the
Board. The risk appetite defines the boundaries of activity that the Board intends for the Company. The
Risk Appetite considers the level of impact and / or risk that the Company is prepared to accept in the
execution of its strategy and takes into account the considerations of the relevant stakeholders, as outlined
in the section above. For the Company, this impact is articulated in a quantitative format in terms of the
following:


Financial strength


The Company maintains access to sufficient capital in order to meet its Solvency II regulatory capital
requirements, except in very unusual and unforeseen market conditions. In particular, no dividends can
be paid that would lead to a breach of this requirement. The Company also maintains access to sufficient
liquidity at all times to meet policyholder liabilities, as they become due, and obligations under market-
standard collateral requirements that support hedging activities.


Business growth and earnings stability


The Company has limited appetite for deviations from the strategic plan. This is primarily monitored by
the financial controllers, but impact on sales capacity and earnings volatility are important metrics for
operational risk management.


Risk/reward trade-off


In pursuing its business, the Company is seeking to generate an appropriate return for the risk assumed,
measured as the Internal Rate of Return on distributable earnings.
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Balanced risk profile


Risk appetite is not only set in terms of overall aggregate impact on the Company, but also in terms of
the balance of the risk profile and the nature of different types of risk. In particular, the Company
strategically seeks certain risk types, and avoids or prohibits others.


In qualitative terms, this impact is articulated in terms of:
• Alignment with MetLife EU Holding Company;
• Specific strategic aims;
• Reputation;
• Legal/regulatory consideration;
• Policyholder impacts. 


The Risk Function monitors the risk profile and adherence to appetite, and reports on a regular basis
along all dimensions of risk appetite. In particular, the quantitative risk-appetite limits are monitored and
reported quarterly. The FRC reviews the Company’s actual risk exposure against the Company’s stated
risk appetite.
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B.3.3   Risk management strategies by category of risk 


The Risk Management Framework is designed to facilitate, on an on-going basis, the management of
risks and opportunities in a dynamic and systematic manner. The aim of the framework is to ensure that
risk management becomes integrated into business practices and systems at all levels of the Company.
The process of Risk Identification, Measurement, Management, Monitoring and Reporting is iterative and
dynamic, and is performed at each level of the business. While the Board ultimately ‘owns’ the aggregate
risk profile, individual first-line managers are mandated to own certain risks and the Framework seeks
to allocate risk ownership specifically. In maintaining a balanced risk profile, the risk owners align
exposures with the Company’s strategy and avoid excessive concentration in each category of risk.


Credit Risk


Credit risk is defined as the risk of potential creditor losses/defaults and the potential loss due to the
failure of a counterparty.  Credit risk is present in the Company's investments in bonds and other securities,
reinsurance contracts as well as in loan exposures. The Company's appetite for Credit risk is articulated
in terms of General Account, Shareholder Funds, Separate Accounts and Corporate Pension Segregated
portfolios. For General Account, the Company takes on Credit Risk exposure as a strategic risk subject
to the criteria documented in the Company’s Risk Appetite Framework. For Separate Account and
Corporate Pension Segregated portfolios, the Company does not seek to take on Credit Risk as a strategic
risk, and it will seek to minimise the extent of these risks. The Credit risk Management framework is
described in detail in the Credit Risk Policy approved by the Finance and Risk Committee (FRC) and the
Board. 


Market Risk


Market risk is defined as the risk of potential losses which arises from the level or volatility of market
prices of financial instruments. Exposure to Market risk is measured by the impact of movements in the
level of financial variables such as stock prices, interest rates, credit spreads and exchange rates. The
Company is exposed to market risks mainly through the guarantees embedded in some insurance
products and especially when the prevailing market conditions put at risk the Company's ability to achieve
investment returns in line with or in excess of the provided guarantees. The Company's appetite for
Market risk is articulated in terms of General Account, Shareholder Funds, Separate Accounts and
Corporate Pension Segregated portfolios. As far as General Account is concerned, whilst the Company
does not seek to take on Market Risk as a primary strategic risk, it does take on risk exposures subject
to the general limiting Risk Appetite statements articulated in the Company’s Risk Appetite document
and the ALM Investment Guidelines. For Separate Account and Corporate Pension Segregated portfolios,
market risk is taken on by the policyholder as a function of the Company’s underwriting of separate
account business, subject to the policyholder being fully aware of the risk that is being taken on. The
Risk Management Function performs regular reviews of compliance with the Market risk appetite. Any







deviations are discussed by the Finance and Risk Committee (FRC) and if required submitted to the
Board. 


Liquidity Risk


Liquidity risk is defined as the risk that the Company is unable to make available sufficient resources to
meet its financial obligations as they fall due, or is only able to do so at a premium cost. To manage
Liquidity risk, the Company aims at achieving an appropriate mix of short-term and long-term investments
and follow a prudent investment approach. On a quarterly basis the Company assesses its ability to meet
its obligations under stressed conditions. The stress scenarios are based on extreme conditions which
are aligned with the very severe economic assumptions. A liquidity sensitivity analysis is also performed
on a quarterly basis. The Company does not seek to take on Liquidity risk as a strategic risk. The objectives
of maintaining sufficient liquidity to meet policyholder and shareholder liabilities as they become due,
forms a key part of the Company achieving its business objectives and meeting applicable regulatory
requirements. Liquidity risk is regularly monitored by the Finance and Risk Committee (FRC) and there
is a Board approved Liquidity Risk Management Policy in place. 


Insurance Risk


Insurance risk is defined as the risk that the actual frequency, timing and magnitude of insurance events
emerge differently than expected in product pricing. Insurance risk is therefore present when the
Company's liabilities are dependent on factors like mortality, morbidity, longevity, lapse rates, etc. 


The Company consciously seeks to take on insurance risk for appropriate reward by virtue of its strategic
objective to maintain consistent profitable growth, subject to the general limiting risk appetite statements
articulated in the Risk Appetite Framework document, the desire to limit fluctuations in bottom line results,
and subject too new types of insurance class being underwritten without prior approval by the Board.  


The Insurance Risk Policy describes the Insurance Risk Management framework and appetite.  


The Risk Management Function performs regular reviews of the Company's exposure to key insurance
risk limits included in the risk appetite statement. Any deviations are discussed by the Finance and Risk
Committee (FRC) and, if required, submitted to the Board.


Insurance risk is mitigated using reinsurance contracts. The Company has a range of reinsurance treaties
in place, with a number of counterparties some of which are intra-group. There are two main types of
reinsurance treaties:


• Conventional risk transfer treaties on Risk & Protection (R&P) business: quota-share, individual
surplus, aggregate excess of loss, group surplus;


• Multinational captive treaty on R&P business: the Company cedes reinsurance with a US captive
insurer of the US parent, with no retention of risk by the Company. Therefore this treaty does not
represent a material risk for the Company.


Reinsurance Retention Levels: The current retention levels differ per treaty. The appropriateness of
retention levels is tested with studies and sensitivity tests under different retention scenarios.


Reinsurance Counterparties: The reinsurance governance ensures that counterparties are subject to
selection criteria and credit risk mitigation if appropriate. The credit rating of reinsurers is regularly
monitored. The Company is currently in the process of revising its reinsurance strategy globally. The
main targets of the new reinsurance strategy are to minimise leakage to external reinsurers and retain
more risk locally and within EMEA. 


Operational Risk


The Company defines Operational risk as the risk of loss resulting from inadequate or failed internal
processes, people and systems or from external events. Operational risk arises out of activities undertaken
as part of business as usual, e.g. business decisions, transactions, communications, customer and
external stakeholder interactions. 
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Operational risks are identified and assessed as part of the Entity Risk Self-Assessment (ERSA) process.
ERSA is based on a structured process, during which the Risk Department supports the various business
and functional areas with the identification and assessment of inherent risk, associated controls and
finally the completion of the residual risk assessment. All risks are linked to pre-defined corporate risk
categories. The results are ranked on a severity & frequency heat map. For risks falling outside the
Company's risk appetite, the responsible department develops and implements an action plan to address
the risk. 


The ERSA is performed at least annually. The agreed actions and BAU operational risks are monitored
on an ongoing basis and discussed by the Finance and Risk Committee (FRC) quarterly or in specific
meetings. 


Strategy Risk


Strategy Risk is defined as failure of elements of a chosen strategy, leading to financial loss or foregone
expected profits. A particular aspect of Strategy Risk is a withdrawal of capital and liquidity sources that
the Company relies upon in the execution of its strategy. Strategy execution is primarily owned by each
respective business unit, while the Company’s Executive Team owns the risk of MetLife Greece’s overall
strategy.
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B.3.4   Operational risk management cycle
The below figure illustrates the Risk Management Process which is documented in the Company's Risk
Register (Entity Risk Self-Assessment ("ERSA") Process) and is applicable to both individual and
aggregated risks.


1. Identification


The operational risk management cycle starts by identifying all relevant risks and related controls. The
business and functional areas identify risks and controls as part of the normal course of business, and
document them as part of the structured ERSA process, where any significant change in the operating
environment must be reflected. The Company has developed a common risk taxonomy to be used by
the business as a tool in the process. 


2. Measurement


Risk measurement is the second step within the cycle. For each risk the potential severity and frequency
of losses are assessed - both without consideration of specific mitigating controls (inherent risk), as well
as with consideration of established controls and their effectiveness (residual risk). In order to support
this assessment, consideration should be given to whether there is any evidence of the risk having
occurred previously, what the impact was and what actions were taken to mitigate the risk. Business
function management perform this assessment, while the Risk Function independently challenges and
validates the assessments.







3. Management


Risk management is the third step. Based on the risk assessment, the Company’s risk appetite and the
cost of further mitigation, the risk owners determine management responses. Critical exposures outside
the Company’s risk appetite, must be reduced as quickly as is practical. In other cases, management
can take action to reduce the risk, or accept the risk if a clear business rationale exists and this is
appropriately approved.
 
4. Monitoring


The risk owners then monitor and report on their risks to the risk function. Reports include qualitative and
quantitative analysis and commentary. Risk monitoring involves the systems and processes used to
identify any material control breakdowns, actual losses, breaches of risk policies, and changes in risk
exposures and the risk profile to be monitored, and any identified urgent issues or breaches to be escalated
accordingly.


5. Reporting


The Risk Management team presents aggregated reports to the various risk committees as appropriate.
Reporting is provided to the Company's FRC. Country input is provided to the Regional level and
consolidated reporting is being generated, in order to identify risk concentrations in clusters of entities.
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B.3.5   Own Risk and Solvency Assessment (ORSA) 
Process & Governance


The Own Risk and Solvency Assessment (‘ORSA’) is a bespoke strategic analysis which links together all
pillars of Solvency II and all areas of the Company. It enables the Board to understand the risks faced, and
how they translate into capital needs or alternatively gives insights for mitigation actions.


The ORSA process is an ongoing and continuous process, of which the annual report is a complete board-
level roundup at a point in time providing a meaningful and useful report to the Board. The results of the ORSA
process and the insights gained in the process provide input into risk management, long term capital
management, business planning and product development and design. It enables the Company:


• To assess the link between the Risk Management Framework, business plan, risk profile, and
capital planning


• To understand the level at which the Risk management Framework influences the decision making
process


• To establish the ORSA as a tool that allows the identification, measurement, management,
monitoring and reporting of risk, which is embedded in the Company’s management processes,
under the direction of the Board


• To provide insight into the development of the balance sheet and the drivers of volatility
• To confirm appropriate risk appetite limits, incl. the normal operating range for capital
• To inform commercial decisions and assess key projects and products
• To describe the approach by which the Company meets all relevant regulatory requirements in


relation to stress testing and scenario analysis
• To assess the Company's overall solvency needs prospectively, providing analysis of the


Company's ability to remain on a sustainable capital path in the medium term
• To monitor compliance with regulatory capital requirements on a continuous basis, allowing for


changes in risk profile and stressed conditions, and the quality and loss absorbing capacity of own
funds


• To produce results that are integrated into long term capital planning, own funds allocation, business
planning, product development and design, and governance


• To describe the approach by which the Company incorporates all key results and findings from
stress testing and scenario analysis into the capital management and planning approach and
business decision making approaches.


 
The ORSA process is a continuous cycle of assessment and is significantly dependent on the key interactions
between the processes (i.e. business planning and stress testing) in order to obtain the results which provide







senior management and the Board with comfort that there are adequate solvency levels, i.e. the regulatory
capital requirements are achieved and within the risk tolerance limits.


The ORSA process captures all the material risks that the Company faces or may face in the future that may
impact meeting its obligations. The business planning process feeds directly into the ORSA. The business
plan links to capital management and is stressed to ensure robustness over a three year horizon.


Material risks identified within the ORSA process for which it is not considered appropriate to hold a capital
buffer for are addressed by identifying contingency plans. Risk Appetite forms a key part of the ORSA providing
linkage between the capital and risk management processes. It underpins the management and monitoring
of key risks and helps shape management information and executive decision making. The Company's overall
solvency needs are assessed taking into account the Company’s specific risk profile, approved risk tolerance
limits and business strategy. This assessment represents the Company’s own view of its risk profile and capital
needs and other means needed to appropriately address these risks.


The ORSA process is conducted in its entirety at least annually and without delay following any significant
change in the risk profile of the Company and this is reviewed and approved by the Board following the
recommendations of the FRC. However, there will be certain events that may require the process to be run
on an ad hoc basis. Such events may follow from internal decisions and external factors. The Company has
processes in place to ensure that the required documentation is produced to an appropriate standard. For
each ORSA, the ORSA guidelines require three reports - a record of the ORSA process, an ORSA internal
report and an ORSA supervisory report are produced. A single report may be produced to meet the requirements
of the three reports. Supplementary documentation may be produced to support the official record and provide
additional information to internal stakeholders. 


Own Solvency Needs


The Company determines overall solvency needs taking into account the Company’s risk profile, approved
risk tolerance limits and business strategy. This assessment represents the Company's own view of its risk
profile and capital needs and other means needed to appropriately address these risks. The Company
expresses the overall solvency needs in quantitative terms and complements the quantification by a qualitative
description of the risks. Within this process, the Company pursues:


• The verification that the risk profile is taking into account the approved risk tolerance limits, the
business strategy and the external environment


• An assessment of the appropriateness of the standard formula
• Subjecting the balance sheet and the identified risks to a range of stress test/scenario analyses


to provide an adequate basis for the assessment of the overall solvency needs. This assessment
is forward-looking and covers separately each year of the business planning period. The scope of
the stress tests, reverse stress-tests and scenario analyses is compatible with the principle of
proportionality, having regard to the nature, scale and complexity of the Company’s business


• Contingency planing to address material risks that could have a significant impact on the solvency
position or viability of the Company if they were to happen but which it is not appropriate to hold a
capital buffer for.


The above process undertaken ensures that the capital management activities and the risk management
system are interlinked and that all key decision making processes are aligned with the ORSA process.
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B.4   Internal control system 


B.4.1   Internal Controls 


The Company’s Control Framework promotes the importance of having appropriate internal controls and
ensuring that all associates are aware of their role in the internal control system. The Control Framework
sets out clear standards for the design, operation, validation and oversight of the system of
Internal Control. It defines how an effective internal control system is achieved through joined
responsibilities of the general managers and the Heads of Functions.


The Control Framework defines control activities as the policies and procedures that mitigate the
Company’s risks to the expected as per Risk Appetite level. Control activities can be preventative,







corrective, detective or directive, and include a range of activities as diverse as authorizations, segregation
of duties and required approvals, verifications, reconciliations, reviews of operating performance,
documentation, and security of assets.


All key controls are registered with the associated risks in the Company’s ERSA, and managed as part
of that process to validate their effectiveness and address identified weaknesses. Ongoing monitoring
occurs in the ordinary course of operations. Due to changing conditions, management need to determine
whether the internal control system continues to be relevant in its ability to address the Company’s risks.


Both the Heads of Functions and the general managers have visibility of the control effectiveness and
any deficiencies in their areas. The scope and frequency of independent validation depends primarily on
an assessment of risks and the effectiveness of ongoing monitoring procedures. Internal control
deficiencies including loss event and near misses are reported, with material incidents escalated to the
FRC.
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B.4.2   Key Procedures 


The Company’s control environment comprises an extensive catalogue of controls that are defined for
each function, and include the following:


Control Description


Approval and
Authorization


Approval/authorization is the confirmation or sanction of employee
decisions, events or transactions based on a review by the appropriate
management personnel.


Business Resumption
Controls that ensure that business operations can resume in the event of
disaster or IT outage. These controls include Business Continuity (BCP)
and Disaster Recovery (DR) Planning, BCP/DR Testing, system back-up
and data retention.


Code of Accounts
Structure


Controls to ensure that the design of the general ledger or subledger account
codes assists in minimizing errors and allow for effective data capture and
reporting.


Documentation
Controls are in place ensuring decisions, exceptions, transactions, and
other events are substantiated through documentation. This control
includes confirmations, notices and/or disclosures that are required to be
sent to clients on a periodic or annual basis.


Hiring/Selection
The hiring and selection process includes a due diligence and escalation
process in connection with information received as a result of a background
check conducted on an individual candidate who is seeking registration,
appointment or a license with the Company.


Input Form Design, Edits,
and Validations


Controls that ensure the completeness, accuracy, and/or integrity of data
input into information systems.  These controls include business rules built
into the design of system interfaces to reduce the probability of data input
errors, (e.g. required fields, acceptable values, etc.), input data validation
against known or expected values (e.g. tolerances etc.), or verifying the
integrity and origin of data (e.g. digital signatures, hard-copy signatures,
etc.).


Physical Safeguarding
Mechanisms


Controls that protect the organization's assets through direct measures such
as locks on doors, bars on windows, use of safes to secure valuables, and
other similar techniques. Includes adequate data center security measures
put in place to prevent compromise of MetLife Greece IT assets.


Policies & Procedures
There are policies and procedures describing the organization's policies for
operation and the procedures necessary to fulfill the policies. There are also
reference aids or resources available which employees can refer to assist
them in fulfilling their job responsibilities.







Monitoring


The control environment is monitored by all managers, and is overseen by the control functions and
relevant business areas such as Operations, Finance, IT Security, Risk Management, Compliance,
Internal Audit. 


Control Description


Process Monitoring


Management monitoring controls that ensure business processes within
the Lines of Business meet their business objectives. These controls may
include reviewing transaction error reports, reviewing compliance with
applicable laws/regulations (e.g., monitoring the status of claims to ensure
turnaround times comply with regulatory time standards), conducting quality
assurance reviews, rejecting duplicate transactions, financial statement
reviews, etc.


Reconciliations/
Comparisons


Control techniques that ensure that two or more data sets/elements match,
for example reconciling bank accounts, comparisons of subledger totals to
control accounts, comparisons of data transfer record counts, etc.


Segregation of Duties Controls segregating tasks or processes to reduce the risk of accidental
errors and/or fraud.


Strategic Monitoring and
Governance


Management monitoring controls that ensure Lines of Business meet their
strategic objectives. These controls include short and long-term range
planning, organizational design/staffing, key performance indicator reviews,
risk management, enterprise architecture, data governance, knowledge
management, etc.


System Access Approval
and Monitoring


Controls are in place over the authorization, identification and authentication
of associate access to IT Resources. Minimally, access to systems or data
is formally approved and access is periodically reviewed for
appropriateness.


System Change Control


Controls are place to ensure changes to IT systems are reviewed to ensure
that they meet the needs of the business, that they perform as expected
and do not create security vulnerabilities. These controls could include unit
testing, performance testing, user acceptance testing, vulnerability testing,
etc.


System Data Encryption


Controls are in place to ensure sensitive data is encrypted in Company
systems.  Encryption controls and other methods of safeguarding data are
used in at-risk IT assets such as laptops, smart phones and back-up tapes
to prevent unauthorized data access and/or disclosure of confidential or
sensitive information.


System Monitoring and
Response


Controls that ensure the technology environment is monitored for security
incidents, processing, system outages, etc. and that appropriate actions
are taken based on the results.


System Security
Configurations


Security configurations at the software, infrastructure, hardware, or network
layers that ensure the confidentiality of data.


Third-Party Monitoring Controls that ensure that third-parties are operating in accordance with
agreements and contracts and deviations are acted upon by management.


Training/Communication


Controls are in place to ensure that employees, at all levels, are provided
with training activities that comply with regulatory requirements regarding
training on products, services, procedures, rules and standards, as
applicable. The organization has communicated its values and standards
to employees, suppliers, customers and other relevant stakeholders. There
is a process to update and communicate these standards and related
training regularly.


Validity/Existence Tests
Controls that validate the existence of assets. Examples include physical
inventory counts to determine that quantities and descriptions of goods and/
or supplies on hand are accurate, fixed asset inventories to validate the
existence of items represented in the accounts, and other similar processes.
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Issue Escalation and Breaching 


Any material breach whether deliberate or negligent, is considered a serious matter which is reported to
the CRO, the Board and the Finance and Risk Committee (FRC). The Compliance function owns the
breach process across the Company's operations and provides regular reporting to senior management.
Detailed investigations are carried out for significant errors and breaches: 


• If an error or omission occurs (or may have occurred) it must be reported immediately to Line
Management by the responsible individual or by the staff member who has identified the error;


• Line Management must then ensure that they notify the Risk Management Function no later
than five working days of date of discovery/error occurrence;


• Risk Management and Line Management  coordinate communication with the Compliance
Function.


36


B.4.3   Description of Compliance function
The Compliance Function is an important part of an effective internal control system and the three lines
of defence model. In this regard, the Company is committed to having in place an effective compliance
risk management programme (Compliance Risk Management (CRM) Programme) wherever it does
business and is guided by its core values, appropriate rules, structures, processes, training,
documentation and controls to help prevent, detect and remediate compliance breaches and deficiencies.
The aim of this programme is to help management be reasonably assured that effective processes are
in place to ensure adherence to applicable laws and regulations. It also ensures that any compliance
issues uncovered by the programme are appropriately addressed and that ownership of the compliance
risks and mitigating actions are assigned to business process owners.


The CRM Programme consists of the following key elements:
• Compliance risk identification and prioritisation;
• Compliance risk and control assessments;
• Monitoring and testing programme and
• Policies and procedures.


The Board has overall responsibility for setting and overseeing compliance arrangements in the Company.
Management has responsibility for maintaining compliance with all applicable laws and regulations and
the commitment and support of management is an essential component of a successful compliance
program. The core role of the Compliance Function is to provide assurance to the management of the
Company, and ultimately to the relevant regulators, that the Company is operating within the letter and
the spirit of the legal and regulatory framework. The Compliance Function has a direct and independent
reporting relationship and responsibility to the functional regional head and on a matrix basis to the
General Manager. The Ethics & Compliance Officer also has direct and continuing access to the General
Manager and also communicates and interacts directly with the Board as appropriate. The Ethics &
Compliance Officer is not to be limited in his work by either management or the Board.


The Compliance function is operationally independent from the business and reports freely to the
management on compliance matters. Compliance reports are not influenced by management bodies but
may be challenged and commented upon.


The compliance function ensures the following:
• Compliance with regulatory requirements: the documented compliance framework, in the form


of policies, processes, procedures, standards etc, will address all regulatory requirements that
are relevant to the Company;


• Compliance with legal requirements: the Company’s activities and operations will be carried out
in a manner that meets all EIOPA and other relevant country legal requirements including legal
obligations that are voluntarily entered into by the Company;


• Compliance with internal administrative requirements: processes and procedures will be carried
out in a manner as prescribed in, and consistent with the principles of, MetLife EEA Group policies
and defined processes and procedures applicable to the Company;







• Compliance with corporate policies and procedures: processes and procedures will be carried
out in a manner that meets the corporate requirements, provided these do not breach local
requirements. Where there is conflict this will be raised and resolved at the appropriate level and
through appropriate committees.


Role of the Compliance Function


The following statements set out the principles and outcomes to be achieved in relation to regulatory and
compliance matters: 


• Advising the Board, senior management and other relevant employees of their regulatory
obligations  and to assist such persons in the achievement of compliance with those obligations
and policies through appropriate systems, processes and controls;


• Based on risk, monitor the adequacy and effectiveness of the systems, processes and controls
affected by senior management and other relevant staff for the achievement of compliance with
its regulatory obligations and within the Company's corporate principles;


• Putting systems in place to ensure that each member of staff is aware of relevant regulations to
allow them to perform their duties in compliance therewith;


• Monitoring the development and operation of the systems of management and control of the
business, with specific regard to regulatory expectations, and recommend change if appropriate;


• Contributing towards an open and co-operative relationship with regulatory bodies as appropriate;
• Taking a proactive approach to risk management across the Company and to identify, assess,


monitor and report on the compliance risk exposures and relevant controls;
• Ensuring there are systems in place to prevent the Company being subject to money laundering,


financial crime, bribery, corruption and breaches of applicable trade and economic sanctions;
• Providing an advisory / response service to all staff with inquiries on all compliance issues arising


in connection with individual transactions and business initiatives such as new products;
• Oversight and assistance in the drafting of policies, processes, procedures, and associated


guidelines in relation to regulatory requirements, where appropriate, with legal support;
• Managing the recording and escalation of any incidents involving the breach of regulatory or


legal requirements or breaches of the Company's internal controls, including the management
of the breach process for other policies within MetLife EEA Group;


• Providing direct management and general oversight for the ethics and compliance programs and
associated compliance policies, procedures and training as are considered appropriate;


• Ensuring that changes in laws or regulations are appropriately reflected in changes to policies
and procedures and are properly communicated to employees.


Authority


The Ethics & Compliance Officer has full and unrestricted authorization to access all records, personnel,
and physical property relevant to the performance of their assignment in any functional area of the
Company and, where contractually authorized, its contractors or suppliers. All employees are requested
to assist the Ethics & Compliance Officer in fulfilling his role and responsibilities. Documents and
information given to the Ethics & Compliance Department are handled in the same prudent and confidential
manner as by those employees normally accountable for them.
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B.5   Internal audit function 
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B.5.1   Internal audit 
Internal Audit is an independent assessment group established within the Company as a service to
management and to the Audit Committee of the Board of Directors. It is a group that functions by examining
and evaluating the adequacy and effectiveness of enterprise-wide controls with a risk-based focus.


Its purpose is to provide on-going objective and independent evaluations of the effectiveness of the
system of internal controls, and to perform special reviews and investigations as directed by the Audit
Committee of the Board of Directors and Executive Management.


Scope of Responsibilities
The scope of Internal Audit includes activities that provide reasonable assurance on:


• Whether internal controls throughout the Company are operating as intended and are effective,
including whether controls provide reasonable assurance that transactions are executed in
accordance with management authorization, that they are properly recorded, and that assets are
effectively safeguarded;


• Whether the financial reporting process used to prepare the Company’s statutory and GAAP
financial statements are operating effectively;


• Whether the management reporting system provides reliable and timely information;
• Compliance with Company policies and procedures;
• The effectiveness of the organization’s risk management processes;
• New key systems and procedures prior to implementation or when there is a major change in an


existing key system;
• The risk exposures relating to the organization’s governance, operations, and information


systems regarding the achievement of the organization’s strategic objectives. 


Internal Audit is also involved in:
• Performing consulting and advisory services related to governance, risk management and control


as appropriate for the organization so long as performing such services does not impede the
basic tasks and responsibilities or appraisal independence of Internal Audit;


• Participating in management discussions that involve the development or modification of
operating policies, or the system of internal controls;


• Assisting the Audit Committee in exercising its fiduciary responsibilities, and apprising the Board
of Directors, through the Audit Committee, of any significant developments warranting its
consideration or action;


• Participating in management discussions that involve the development or modification of
operating policies, or the system of internal controls;


• Evaluating and investigating allegations and the possibilities of fraud, and other inappropriate
transactions, in coordination with other departments; 


• Having oversight responsibility for subsidiary internal audit departments;
• Maintaining liaisons with appropriate external professional organizations and keeping informed


on new developments in the field of auditing. 


Internal Audit Process


The frequency and scope of audit activity is to be established by the Internal Auditor and reviewed annually
with the Board of Directors and the Audit Committee. Operating unit management may suggest or
recommend that additional coverage be undertaken or that other areas be included in the audit program.
Such requests will be accommodated at the discretion of the Internal  Audit shall at least annually formally
document their risk assessment methodology and prepare an audit plan.The audit planning philosophy
is that Auditable Entities with higher Residual Risk and higher Enterprise Significance will be audited on
a more frequent basis.







Internal Audit shall maintain an effective working relationship with the Company's external auditors.
External auditors are engaged to perform work required to express an independent accountant's opinion
on the Company's financial statements, internal controls, and other work as may be specifically requested.
Internal Audit will actively coordinate its efforts with the external auditors to optimize overall audit coverage
and minimize costs, where appropriate. The external auditors shall have access to workpapers and reports
produced by Internal Audit, as needed. 


Reporting Structure


Results and conclusions of Internal Audit work will be reviewed with operating and financial management
directly responsible for the activity being evaluated, and such other management as deemed appropriate.
The purpose of reviewing results will be to reach agreement as to the facts presented by Internal Audit
and to make management aware of issues before the report is released.


An Internal Auditor’s Report is issued at least annually to the Audit Committee of the Board of Directors
and includes information on the achievement of internal audit's objectives, including the execution of the
audit plan.
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B.5.2   Independence 
In order to maintain independence and objectivity, Internal Audit will not prepare any accounting and
related records or engage in any relevant activity requiring audit review, including the development or
installation of new systems, policies or procedures. The review of new systems or procedures prior to
implementation shall not be considered an impairment of independence and objectivity.


B.6   Actuarial function 


The operating model across entities in Solvency II countries is focused on 3 primary teams: 


• Production (EMEA shared services) – Responsible for generating actuarial results across GAAP
and Solvency II accounting frameworks, hence responsible for data (with important reliance on
Operations), experience studies / assumption recommendations, actuarial models, runs and
associated controls. Focus is existing “business as usual” (BAU) processes;


• Integration & oversight (EMEA shared services) – Responsible for EMEA level oversight and new
initiatives, providing resource to analyze, develop and ultimately implement under BAU. This
team will also be charged with the introduction of Embedded Value reporting;


• Analysis & control – Responsible for validation / sign-off of actuarial results generated by the
Production team, for communicating these results and their implications to other stakeholders,
and for validation / sign-off of new developments as they are introduced to BAU.


The structure reconciles the overall actuarial requirements for EMEA with local specific requirements and
the availability of skilled resource that is geographically dispersed, while building up critical mass in certain
locations, notably the Dublin hub.


Areas of responsibility


In accordance with the requirements of the Solvency II Directive, the Company has an Actuarial Function
that is required to:


• Coordinate the calculation of technical provisions;
• Ensure the appropriateness of the methodologies and underlying models used as well as the


assumptions made in the calculation of technical provisions;
• Assess the sufficiency and quality of the data used in the calculation of technical provisions;
• Compare best estimates against experience;
• Inform the Board of the reliability and adequacy of the calculation of technical provisions;
• Oversee the calculation of technical provisions in cases where there is insufficient data quality


(as set out in Article 82 of the EIOPA’s Directive or 39 of the BoG’s directive);
• Express an opinion on the overall underwriting policy;







• Express an opinion on the adequacy of reinsurance arrangements; and,
• Contribute to the effective implementation of the risk-management system, in particular with


respect to the risk modeling underlying the calculation of the capital requirements and to the Own
Risk and Solvency Assessment.


The actuarial function also supports the Board in the effective allocation of capital resources including
monitoring the use of, and return of capital. 
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B.7   Outsourcing 


Outsourcing poses a universal challenge to all firms due to the volume and diversity of outsourcing
providers. Reputational risk is considered the most significant concern as it relates to outsourcing
arrangements. Disruption in operations, legal liability and third-party compliance failures are just a
few ways that a company’s brand can be impacted. The purpose of the Outsourcing policy in place
is to establish a sound governance framework that will mitigate such risks and ensure that, as it
relates to outsourcing, the Company will:


• Exercise due care and diligence so as to minimize operational and other risks associated
with entering into, managing or terminating any arrangement to outsource a Critical and
Important function or activity;


• Create implement and maintain strong governance system;
• Maintain consistency and transparency in its outsourcing arrangements to facilitate


internal and external (including regulatory) reviews as and when necessary;
• Manage all material risks arising from outsourcing activities to meet business


requirements for performance related to financial, regulatory and service obligations;
• Provide quality, continuous service to policy holders.


This control environment of key outsourcing arrangements has been put in place to ensure than an
adequate system of governance is established to enhance the Company's existing risk management
practices and internal controls as well as address the requirements of the SII Directive. It is part of
MetLife’s wider Outsourcing Framework, which comprises the following elements:


• Strategy and appetite: MetLife EEA’s Outsourcing Strategy articulates the EEA’s appetite
towards outsourcing;


• Outsourcing policy;
• Global procurement policies: provide the minimum standards for due diligence related


to vendor management, competitive bidding/solicitation, contracting and purchasing, as
adopted by local country management/legal entities;


• Provider assessment: the Outsourcing Provider Assessment Process provides the EEA
with a structured checklist against which to assess the suitability of outsourcing providers;


• Agreement and SLA: the production of written agreements and Service Level Agreements
(SLAs) are a key requirement when outsourcing. Guidance must be sought from EEA
Legal when producing agreements and SLAs.


In 2017, the Company invested in software infrastructure to support all procurement related activities
in order to promote a systematic approach in handling outsourcing arrangements. Software
implements a 'procure to pay' process, establishing a life cycle for all procurement and outsourcing
activities following third party assessment and approval i.e request for proposal (RFP) submissions,
ordering, automatic billing, updating accounts payable and payment. 


The following table is a non-exhaustive list of critical activities being outsourced to third parties:
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Outsourced
Activity Service Provider Service Description Business


Owner


Solvency II actuarial
services.


MetLife Service EEIG
(Europe Economic Interest
Group)


Actuarial services that meet Solvency II
requirements are performed be the
Central Production team on behalf of the
local actuarial department.


Greece Actuarial


Investment
Management
Agreement


MetLife Investments Limited Investment Services, Trading, Pricing Greece Investments


IT Support IBM Mini Systems Support Greece IT


Accounting Systems NetU Accounting and Payments System
Management Greece Finance


Document Handling Iron Mountain Document Digitization and Storage
Systems Greece Finance


Card Tokenization First Data Hellas Credit Card Services Greece IT


Data Center Support Verinso OOD Data Center Migration /Support Greece IT


Telephony Barphone BPX and miscellaneous phone systems
support Greece IT


Valuation Systems PCS UL Valuation System Greece Finance
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C   Risk Profile 


The Company’s risk profile - current and expected - is the result of its strategic direction, product types, customer
segments, distribution channels, investment approach and operational model, in the context of a dynamic
environment. For all material risk to which the Company is exposed, the Risk Management Framework has
established an individual approach to monitor, manage and report on the respective risk. 


The table and graph below show an overview of the Company's risk profile, in terms of their capital requirement
as measured by the Standard Formula. The following sections look in detail at each of the material risks the
Company is facing. 


Standard Formula: Solvency Capital Transitional Measures Risk Free
Amounts in €m  31/12/2017 31/12/2016 31/12/2017 31/12/2016
Market Risks 82.3 93.5 75.3 79.1
Interest Rate Risk 17.2 21.7 10.3 8.0
Equity Risk 17.3 9.4 17.2 9.9
Property Risk 2.2 2.2 2.2 2.2
Spread Risk 42.7 54.5 42.6 54.5
Currency Risk 2.1 5.1 2.1 4.0
Concentration Risk 0.8 0.5 0.9 0.5
Counterparty Default Risk 5.5 6.0 5.5 6.0
Insurance Risks 58.1 59.7 122.4 105.7
Insurance Risk Mortality 1.9 1.9 2.0 2.1
Insurance Risk Longevity 9.0 11.4 14.9 18.1
Insurance Risk Dis. Morb. 4.3 5.3 4.4 5.3
Insurance Risk Lapse 34.6 34.0 92.1 72.5
Insurance Risk Expense 6.9 6.0 7.7 6.7
Insurance Risk Catastrophe 1.4 1.1 1.3 1.0
Operational Risk 8.8 8.4 8.8 8.4
Standalone SCR 154.8 167.6 212.0 199.2
Diversification Benefit and Adjustments (64.3) (70.9) (74.7) (75.1)
Solvency Capital Requirement 90.2 96.7 137.3 124.1


Evolution of main Solvency Capital Requirement modules during 2017 
(Transitional Measures, Amounts in €m)
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SCR component volatility throughout 2017 has been rather modest with SCR declining by 6.5m primarily due
to risk erosion in the market risk and insurance risk modules. Market risk charges have decreased significantly
as the company has veered towards sovereign bonds in its reinvestment strategy and as corporate  portfolio
rolled down. In addition the Company's strategy towards risk transferring of market risks to corporate and
individual customers also contributed to the deescalation of the credit spread charges. Interest rate risk
exposures remained relatively stable slightly increasing or decreasing depending on valuation regime. Equity
risk charges have increased moderately due to new sales and the y-o-y increase of the symmetric adjustment.
Insurance risk charges remained relatively stable under Transitional Measures helped by the erosion of legacy
loss making portfolios despite an additional lapse down shock imposed in Q4 2017 to the annuitization option
of policyholders. The shock had a significant impact on the evolution of the lapse risk sub-module under the
risk free curve and was the principal factor that made SCR increase year over year in that valuation regime.
Portfolio erosion also helped the Company reduce capital charges for longevity risks.        
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C.1   Insurance risk 


C.1.1   Material exposures 


The Company is exposed to insurance / underwriting risks in its businesses, including mortality, longevity,
morbidity, lapse and expense risk. These are identified and assessed as part of the product development
process, in which appropriate underwriting, sales and administrative conditions are defined for all risks
associated with the insurance policies over their whole life cycle. The exposures to insurance  /
underwriting risks have been stable over the course of the reporting period.


C.1.2   Material risk concentrations 


Insurance risk of the Company is relatively low and consists almost entirely of well diversified per life
mortality and morbidity. An underlying assumption in the life underwriting and health underwriting risk
module is the diversification in the insurance portfolios. The reference population underlying all calibration
work is an insured population that is well diversified with respect to age, gender, smoker status,
socioeconomic class etc. Since near all amounts assured above 300K are covered by reinsurance, there
is only moderate exposure to large sums assured.


C.1.3   Material risk mitigation practices 
The Company has a range of reinsurance treaties in place, with a number of counterparties some of which
are intra-group: 


•  Conventional risk transfer treaties on “Risk & Protection” (“R&P”) business – quota-share, individual
surplus, aggregate excess of loss, group surplus;
•  Multinational pool and captive treaties on R&P business – the Company acts as an intermediary
between a subsidiary company in Europe and the US captive insurer (Alico Home Office) of the US
parent, with no retention of risk by the Company.


The Company manages its counterparties and retentions in accordance with its Risk Management Framework,
principally via its Reinsurance Strategy while exposures and results are being reported to management
through a series of Key Risk Indicators. The reinsurance governance ensures that counterparties are subject
to selection criteria and credit risk mitigation if appropriate. The credit rating of reinsurers is monitored on an-
going basis.  


The following table indicates the types of risk that are particularly susceptible to reinsurance mitigation,
indicates the lines of business that present such risks, and identifies the corresponding treaties: 


•  Mortality Risk from Life Business with High Maximum Sums Assured (risk that the death of a given
individual causes material loss); 


•  Morbidity Risk from A&H Business with High Maximum Sums Assured or uncertain medical costs
(risk that the ill-health of a given individual causes material loss). 


The current retention levels differ per treaty. The table below shows a brief description of the retentions.







Reinsurance
Treaty


Type of
Coverage Retention Reinsurer Business Covered


Group Life Excess Surplus


LIFE/ PTD: EUR
150,000 / 50,000


Medical
American Life Insurance
Company


Group Life/ PTD / PPD / Medical
(facultative)


Catastrophe Excess of Loss USD 500,000 MetLife Bermuda
Individual Life, Group Life, Group
Credit and A&H


Group MN - Pool Quota Share 0%
American Life Insurance
Company


Group Life, Accidental Death,
TPD, TPDS, ADPI, LOI, Medical


Group MN -
Captive Quota Share 0%


American Life Insurance
Company


Group Life, Accidental Death,
TPD, TPDS, ADPI, LOI, Medical


PTD - Accident or
Sickness Quota Share


20% up to EUR
300,000 Hannover Rück SE


Permanent Total Disability Rider
Plans


Dread Disease -
Life riders Quota Share


20% up to EUR
75,000 Hannover Rück SE


Dread Disease Riders Under
Basic Life Plans


Dread Disease -
A&H riders Quota Share


20% up to EUR
18,000 Hannover Rück SE


PA Dread Disease Riders Under
Hospital Plans


Cover Note -
Group PA
Reinsurance
Facultative
coverage Excess of Loss EUR 1,500,000 Hannover Rück SE


Accidental Death And Accidental
PTD


Excess of Loss
Reinsurance
Agreement Excess of Loss


EUR 300,000 per
life per occurrence


year General Reinsurance AG


Individual medical
reimbursement as a rider to
ADPI coverage


Individual Life YRT Surplus EUR 175,000
Delaware American Life
Insurance Company


Individual Whole Life,
Endowment, Term policies


A&H Reinsurance
Agreement Surplus


EUR 250.000;
Group AD, AD&D:


150.00 EUR;
Individual CI EUR


50.000 
Delaware American Life
Insurance Company AD, ADD, CI


The current reinsurance is considered appropriate and an updated reinsurance strategy aims to further
enhance the link between reinsurance and capital management.


45


C.1.4   Material risk sensitivities 


Despite idiosyncratic characteristics of the Company, Solvency II Standard Formula draws a clear cut
demarcation of the levels of sensitivity of the Company's balance sheet to the principle insurance / underwriting
related risks. As a result of appropriate reinsurance protection, most of the capital required in this 1 in 200
years scenario is at very low levels compared to the total size of the balance sheet. Fixed Annuities portfolio
account for much of the more sizable risk factors i.e. longevity and lapse risk.


Undiversified Amounts in €m
Solvency Capital Requirement 31/12/2017 31/12/2016
Insurance Risks 58.1 59.7
Insurance Risk Mortality 1.9 1.9
Insurance Risk Longevity 9.0 11.4
Insurance Risk Dis. Morb 4.4 5.3
Insurance Risk Lapse 34.6 34.0
Insurance Risk Expense 6.9 6.0
Insurance Risk Catastrophe 1.4 1.1


C.2   Market risk 


The Company is exposed to market risks, including interest rates due to timing differences of asset and liability
cash flows, basis differences between valuation rates, different currencies, and equity markets on unit-linked







books, either indirectly through revenues that depend on the value of investments covering unit-linked policies,
or directly through positions held to facilitate policyholder transactions or guarantees provided to policyholders.
These risks are identified and assessed as part of the Asset Liability Management (‘ALM’) process, in which
all balance sheet values are mapped to their relevant market drivers. The exposures to market risks have
been declining over the course of the reporting period. The Company’s appetite for Market Risk is articulated
below:


General Account Business and Shareholder Funds (available for sale investments)


Whilst the Company does not seek to take on Market Risk as a primary strategic risk, it does take on risk
exposures subject to the general limiting Risk Appetite statements articulated in the Company’s Risk Appetite
document and the Asset Liability Management Investment Guidelines. Market Risk is taken on by the Company
through:


• Investment of shareholder funds in interest rate sensitive instruments;


• Product design via fee income based on unit linked fund value or bonus scheme based on premium
amount;


• Any currency mismatches between assets and liabilities even if they occur on a limited scale and only
for a brief period of time; and


• Investment of shareholder funds in a currency other than the applicable reporting currency. 


Separate Account and Corporate Pension Segregated portfolios (trading investments)


Market Risk is taken on by the policyholder as a function of the Company’s underwriting, subject to the
policyholder being fully aware of the risk that is being taken on. 


Market Risk being taken on by the policyholder, for Separate Account and Corporate Pension Segregated
business, is managed by the Company in a manner that aligns with local business conduct requirements,
including the selection of appropriate funds to offer the policyholder.


All investments are made in accordance with the general principles set out in the Company’s Investment
Guidelines, including:


• Only appropriate assets as defined by relevant regulation are considered for investment for portfolios
of assets backing General Account policyholder liabilities;


• Asset allocation is directed by Asset Liability Management Guidelines. Separate Investment Guidelines
are maintained for policyholder funds and shareholder funds;


• Investment of shareholder funds (as opposed to assets backing policyholder liabilities) is governed
mainly by solvency and liquidity considerations and the need to comply with the relevant regulations
and guidelines. Subject to these considerations, the portfolio objective for shareholder funds is to
maintain asset quality and meet liquidity and operating cash flow requirements;


• Investment of policyholder funds is governed according to the principle of matching asset and liability
cash flows (including by definition the investment management of linked policyholder funds);


• Target asset duration is a key metric used within the Investment Guidelines for managing interest rate
risk; and


• Where the Company decides its investment strategy, assets backing technical reserves will be
denominated in the currency of the liability. It is intended that the Company will not engage in a systematic
or deliberate policy of currency mismatching, although some temporary mismatches may arise.


In addition, investments are made in accordance with the guidelines set out in the ALM Investment Guidelines,
which provides detailed limits on permissible sector exposures, as approved by the Company’s Investment
Committee, the FRC and the Board, as appropriate.


The following policies and controls are in place to mitigate the Company’s exposure to market risk:


• Market risk appetite;


• Market risk policy;


• Asset Liabilities guidelines defining amongst other things the assets allocation, duration targets etc. 
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• Regular FRC reviews of the market risk profile. 


The most significant components of the market risk submodule for the Company are Interest Rate, Credit
Spread and Equity risks.
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C.2.1   Material exposures 


Interest Rate Risk 


Interest Rate Risk is defined as the risk of loss caused by adverse movements in benchmark real or nominal
interest rates, or in the level of observed and market implied interest rate volatility. Interest rate risk is one of
the main risks faced by the Company, due to the long term nature of insurance liabilities with guarantees. The
main driver of the interest rate risk is the duration mismatch between assets and liabilities. Asset Liabilities
Management guidelines are in place, defining duration targets, appropriate limits and metrics. The ALM
guidelines are reviewed annually and approved by the FRC and the Board. 


Despite the size of the Company’s balance sheet, interest rate risk is relatively small in Standard Formula
terms since effort has been applied to match assets with liabilities minimizing curve volatility to the balance
sheet. Exposure is larger when under the Transitional Measures as opposed to the Risk Free curve. Assets
as of Q4 2017 had a slightly shorter duration than that of liabilities. The main underlying assumptions of
Standard Formula for the interest rate risk sub module can be summarised as follows:


• Only interest rate risk that arises from changes in the level of the basic risk free interest rates is
captured;


• Volatility and changes in the shape of the yield curve are not explicitly covered;
• The Company is not exposed to material inflation or deflation risk.


Despite the shortcomings of the Standard Formula approach in the Interest Rate risk submodule, the Company
acknowledges that the shocks applied are appropriate for the Company capturing an overwhelming amount
of interest rate risk; the undiversified capital requirement for interest rate risk is relatively small compared to
the size of the balance sheet and amounts to €17.2m from €21.7m due to effective cash flow matching.


Credit Spread Risk


Credit spread risk is the most significant market risk component and is thoroughly examined in the section
C.3. 


Equity Risk 


Equity Risk is defined as a risk of loss caused by adverse movements in public, private and real estate equity
prices and equity index levels, or the level of observed and market implied equity market volatility. Exposures
subject to equity risks are being shocked by 40-50% and include General Account assets (Equity, Venture
Capital investments and Investment Funds).  


Equity risk analysis for the financial assets of the unit-linked and Group Pension segregated portfolios business
have much less impact. This is due to the fact that in this business, the liability to the policyholders is linked
directly to the performance and value of the assets backing those liabilities and thus, the Company has no
direct exposure to any equity risk in those securities. For these assets any exposure shown in Standard
Formula is indirect due to the future income loss in present value terms that would inflict a decline in the value
of these investments. Such exposures consist of equity, fund and venture capital. Exposure under the Standard
Formula amouts to €17.2m irrespective of valuation regime (Transitional Measures or Risk Free) and increased
since 2016 due to portfolio enlargement as new business came in, as market prices increased and as the
Symmetric Adjustment increased compared to 2016 levels.


C.2.2   Material risk concentrations 


Despite the small standard formula concentration to interest rate, equity and foreign exchange risks, the
total amount of market risk assumed is expected to further decline in the quarters to come due to the
Company's drive towards products of lower capital intensity in which market risk is assumed in its totality
by the policyholder. In addition, as the corporate infrastructure maintaining portfolio holdings for investment
funds improves in the quarters to come, larger portions of the Investment Funds held in the Company's
balance sheet will be looked through and are going to be spared from the unnecessary shock of 49%







plus the symmetric adjustment reserved for Type II equity (more volatile equity markets) in SF. Under the
current setup even fixed income funds are irrationally stressed by the above mentioned shock.
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C.2.3   Material risk mitigation practices 


Market risks are primarily mitigated through aligning assets and liabilities, in particular in terms of timing
of cash flows and currencies. As far as the equity risk borne by the Company, there is has been and there
is no intention to hedge any of the positions held. The Company is willing to assume the benefits and the
risks stemming from those positions that are exaggerated anyhow due to the fact that (excluding the
strategic participation to the Mutual Fund Company and a €1.7m Venture Capital position) most of these
holdings are either money market or fixed income funds treated as type II equity due to the fact that there
is no look through into the fund holdings. Equity exposures from the book of unit-linked policies are
managed through product design and selection of suitable investment funds. 


C.2.4   Material risk sensitivities 


Market risks assumed by the Company as expressed by the Standard Formula are shown in the table that
follows. Excluding spread risk charges coming from the large portfolio of corporate bonds (that is covered in
detail on the next section C.3) the total undiversified capital required for the remaining of the market risk
components is meager compared to the total size of the balance sheet. 


 


Undiversified Amounts in €m
Solvency Capital Requirement 2017 2016
Market Risks (excl. spread risk) 39.6 38.6
Interest Rate Risk 17.2 21.7
Equity Risk 17.3 9.4
Property Risk 2.2 2.2
Currency Risk 2.1 5.1


C.3   Credit, Concentration and Counterparty Risks


C.3.1   Material exposures 


Even though much of the credit risk is directly observable from corporate credit pricing, we examine it as
a separate risk category as it contains sources of risk that could be unobservable to financial markets.
Credit risk is the largest single component of SCR and this is primarily attributed to the large portfolio of
corporate bonds in the firm’s general account portfolio. Capital optimization initiatives in Fixed Annuities
and Group Pension businesses are expected to reduce capital requirements due to credit over the coming
years. 


Another related market risk submodule concerns concentration risks that are mostly driven by the lack
of diversification in issuers to which the Company is exposed, the market risk concentrations sub-module
of the standard formula is based on the assumption that the geographical or sector concentration of the
assets held by the insurance or reinsurance Company is not material.


The counterparty default risk module reflects possible losses due to unexpected default, or deterioration
in the credit standing, of the Company's counterparties and debtors over the following 12 months. The
counterparty default risk module covers risk-mitigating contracts, such as reinsurance arrangements and
receivables from intermediaries, as well as any other credit exposures which are not covered in the spread
risk sub-module. For each counterparty, the counterparty default risk module takes into account of the
overall counterparty risk exposure of the Company concerned to that counterparty, irrespective of the
legal form of its contractual obligations. Main sources of such type of risks in the Company emanate from
any claims from reinsurers and due premium from customers either retail or corporate. 


C.3.2   Material risk concentrations 







The primary concentration of credit and market risks concentration sub-modules is found in the investment
portfolio, which is managed by the Investment Function. The Investment Function manages credit and
concentration risks using a structured risk management framework comprising of:


• Policies, procedures and limits set through investment and ALM guidelines;


• Clear responsibilities for management, monitoring, supervision and oversight;


• On-going self-assessment of risks; and


• Aggregate credit exposure measurement and reporting.


The oversight of the Investment Function’s credit risk management program is formally done via the Investment
Committee & the FRC which:


• Enforces the risk standards of the Investment Function;


• Examines and approves risk policies and procedures, including risk tolerance, exposure, measurement
and limits;


• Requires remediating action on excessive or out of tolerance levels; and


• Reviews compliance, reports and other matters.


The Company has had in the past significant risk appetite for corporate credit of very good credit quality as a
means of pursuing its financial objectives. Such an appetite was stipulated in the Company's board approved
risk appetite but also in the Investment and ALM guidelines governing the investment decision process.
However due to the significant shrinkage of credit spreads during the last years along with penalizing capital
requirements of such exposures it has reconsidered its stance and currently reinvests primarily in sovereign
debt, aiming to reach a more balanced portfolio by the year 2020. 


A breakdown of the Company's corporate debt portfolio per maturity and rating threshold is shown in the table
that follows, demonstrating its creditworthiness (more than 94% of assets are investment grade securities).
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Corporate
Bonds 31/12/2017 31/12/2016


Maturity
Interval


Moodys
rating Market Value (€) Market Value (€)


<1y


A1 10.5 4.2
A3 — 11.6


Aa2 4.3 —
Baa1 1.6 —
Baa2 2.1 —
Baa3 — 2.1


<1y Total 18.5 17.8


1-2y


Aa2 — 4.5
A1 7.0 —
A2 — 11.0
A3 4.9 —


Baa1 15.6 1.6
Baa2 2.2 2.2


1-2y Total 29.7 19.3


2-5y


Aa1 9.3
Aa2 15.7 5.3
Aa3 47.3 3.5
A1 13.5 7.2
A2 64.0 11.5
A3 29.4 28.0


Baa1 76.9 51.0
Baa2 25.5 10.2
Baa3 22.5 17.8
Ba1 3.7 3.4
Ba2 6.7 —
Ba3 8.8 8.3
B1 2.1 2.2
B2 1.6 —


2-5y Total 326.8 148.5


>5y


Aaa 5.0 5.1
Aa1 2.4 12.0
Aa2 17.7 32.2
Aa3 33.9 48.8
A1 12.5 67.0
A2 29.1 63.5
A3 45.9 62.2


Baa1 77.2 108.9
Baa2 18.9 43.1
Baa3 6.1 11.2
Ba1 3.0 3.2
Ba2 2.1 1.7
Ba3 7.8 15.8
B1 2.1 2.1
B2 — 1.6


>5y Total 263.6 478.2
Grand Total 638.5 663.9


Despite the fact that sovereign debt does not bear any capital requirements according to Solvency II Standard
Formula, the Company did not resort to any kind of regulatory arbitrage and refrained from exploiting this
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regulatory shortcoming, acknowledging the risks assumed. All of the sovereign debt held in the General Account
is investment grade having an average credit rating in the Aa's as shown below.


Maturity Interval Moodys
rating


2017 Market Value
(€)


2016 Market Value
(€)


<1y Aaa 0.0 33.4
<1y Total 0.0 33.4


1-2y Aaa 0.0 0
1-2y Total 0.0 0


2-5y
Aaa 22.7 19.8
Aa1 2.9 3.0
A2 43.8 17.4


2-5y Total 69.4 40.2


>5y


Aaa 59.7 65.9
Aa1 4.1 0
Aa2 63.3 64.0
Aa3 18.8 19.2
A2 35.5 48.2
A3 0.0 6.8


Baa2 15.3 15.3
Ba1 4.3 0


>5y Total 201.4 219.5
Grand Total 270.4 293.1
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C.3.3   Material risk mitigation practices 


Credit risk on a regional level is managed and monitored on an on-going basis, as follows, 


• Credit Analysts perform formal credit analysis on all issuers and borrowers, and assign an internal
credit rating. Additional analysis may be required depending on market value and/or risk-based
capital. In addition, analysis on all existing issuers and borrowers must be reviewed annually; 


• Asset Originators select investments based on credit ratings and monitor credit quality over time
based on external and internal credit ratings, changes in credit quality and quantitative tools.
Credit limits are checked prior to any deal execution;


• Portfolio Managers monitor credit concentration to individual issuers and borrowers at the portfolio
level in accordance with the portfolio guidelines;


• Investment Committee approves, reviews and discusses credit limits. Unresolved credit issues
are escalated to senior management. Periodic reviews are performed to evaluate troubled,
distressed or potentially distressed situations and determine appropriate management action
plans; and


• The Risk Management monitors credit exposure by asset type, sector, sub sector, issuer or
borrower, duration, credit quality and country. It is responsible for ensuring that the risk-based
models’ report contains all that is required, with correct limits and assumptions.


Reinsurance counterparty risk is monitored by the Actuarial Function in conjunction with the Risk Function.
They obtain and review regular reports of the top 10 reinsurance counter parties on a group level, quarterly
performance, and yearly cash flow testing.


The Regional Risk Management ensures aggregate positions on corporate credit, debt instruments,
derivatives, equities, reinsurance, and counter party risk are all aggregated and analysed.  


Company concentrations are also being monitored in the asset portfolio with the use of ISEP (Internal
Subsidiary Exposure Program) limits on an issuer (concentration) level but also on sectoral or country
level.


With regards to reinsurer counterparty default risk, the Company monitors the credit quality and exposure
to all its reinsurers on a quarterly basis. The maximum permitted economic exposures are set in the
Reinsurance Policy for the Greek operation that has been approved by the Board. However total current







exposures per reinsurer are very small while overall reinsurance exposures for the Company are a mere
3.9m. 


Special care has been taken with respect to due premia from customers; monthly monitoring and
notification processes have been set up to inform senior management level on the large exposures.
Amounts due can be significant especially in the areas of Employee Benefit business where premia
amounts are much larger than in the individual lines of business. In addition, the fact that the ultimate
beneficiary (employee) is not in charge of his account but instead it is handled by his employer, introduces
additional principal-agent risks that must be duly addressed in our process of monitoring amounts due.
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C.3.4   Material risk sensitivities 


The sensitivity of the Company's balance sheet to the adverse changes in market observed credit spreads,
concentration and counterparty risks as expressed by Solvency II Standard formula is shown in the table
that follows.


Undiversified Amounts in €m
Solvency Capital Requirement 2017 2016
Credit Related Risks 48.7 61.0
Spread Risk 42.7 54.5
Concentration Risk 0.9 0.5
Counterparty Default Risk 5.2 6.0


C.4   Liquidity risk 


C.4.1   Material exposures 


Liquidity risk is defined as the risk that the Company, although solvent, is unable to make available
sufficient cash to meet its financial obligations as they fall due, or is only able to do so at a premium cost.
Insurance companies, although considered financial institutions, don’t bear the same liquidity risks
compared to banks because their assets are more liquid compared to change in liabilities. Thus the
liquidity exposure is not judged as crucial in Insurance sector and specifically the Company. Nevertheless
lack of proper management and a control framework could lead to liquidity issues specifically in times of
market, financial or entity specific distress. Liquidity risk is not covered by the Standard Formula, and
capital is not considered to be an appropriate mitigant for it. The Company does not seek to take on
Liquidity Risk as a strategic risk. The objectives of maintaining sufficient liquidity under stressed scenarios
to meet policyholder and shareholder liabilities as they become due, forms a key part of the Company
achieving its business objectives and meeting applicable regulatory requirements. Liquidity risk is regularly
monitored by the FRC and there is a Board approved liquidity risk management policy in place. The
Company monitors liquidity exposure on a corporate level by performing on a regular basis (quarterly)
an assessment of the base scenario along with additional stresses to evaluate that enough liquidity is
available.


C.4.2   Material risk concentrations 


In line with its Investment Guidelines,the Company maintains a highly diversified portfolio of assets while
caps the exposure to individual obligors through ISEP (Internal Subsidiary Exposure Program)
concentration limits. The vast majority of the Company's assets are invested in highly liquid securities
allowing the Company to counter all liquidity scenarios considered. Concentrations can arise where the
Company’s liquidity needs are triggered by individual events but such events should be well contained
since both assets and liabilities portfolio are well diversified while reinsurance covers disruptive series
of claims.


C.4.3   Material risk mitigation practices 


Liquidity risks are primarily mitigated through asset allocation, diversification and single-exposure limits,
and by managing obligations to provide liquidity to counterparties. Constant evolution and updating of







liquidity scenarios can provide insights on concentrations and emerging risks but in all cases so far the
liquidity ratios of the Company nonchalantly exceed any liquidity threshold. 
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C.4.4   Material risk sensitivities 


Below are the underlying assumptions of the Liquidity Stress Model report examined under the base and
two stress liquidity scenarios:


1. Linked business: Assets are predominantly invested in large liquid external funds, and the
Company reserves the right to defer settlement if redemptions from the external funds are delayed.


2. Non-linked savings business: Investments and liabilities are generally matched by duration. The
Company has a highly diversified, high quality portfolio of liquid fixed interest investments, with
significant short term holdings.


3. Non-linked protection business: This business provides no surrender value and the net cash flow
is positive. 


The results of the latest liquidity model indicate that under all scenarios and under all horizons considered
there is excess liquidity of at worst 3.3 to 28.6 times the cash required by the company. As horizon
shortens, excess liquidity increases even more.


C.5   Operational risk 


C.5.1   Material exposures 


Operational Risk is defined as the risk of loss resulting from inadequate or failed internal processes,
people and systems or from external events. Operational Risk arises out of the business activities
undertaken each day; every decision, transaction, communication, customer and external stakeholder
interaction can either increase or decrease Operational Risk. Operational risk is considered a material
risk for the Company. 


Operational risks are identified and assessed with regards to their frequency and potential impact as part
of the risk management process, in which risks and controls are documented by risk owners, and validated
by the Risk Management function. The Company manages operational risk to an acceptable level, through
a combination of sound corporate and risk governance, strong systems and controls, strong resource
management and where appropriate with limits and tolerance structures.


The Company does not seek to take on operational risk but accepts it as part of the insurance business.
It acknowledges that some operational risk loss events will happen and has set a yearly tolerance for
single and aggregate operational risk losses. 


C.5.2   Material risk concentrations 


The Company is exposed to operational risks consistent with other financial institutions, including the
impact of changes in the regulatory and legal environments, the dependency on multiple internal and
external operators, for instance for investment activities and complex modeling for financial and solvency
reporting. The firm has also numerous entity specific operational risks many of which have to do with the
fact that it is servicing a very diverse range of insurance products in its long corporate history. Many of
them were sold decades ago even before the advent of personal computers while their current
management requires multiple computer systems and seamless interoperability between them. Apart
from the complexity of the business, the firm is facing multiple risks around possible fraudulent behaviour
of sales personnel or customers ranging from misappropriation of premium, product mis-selling, medical
claims fraud, nondisclosure of medical conditions in the underwriting process etc. Initiatives coming from
other regions are also helping the firm to address such issues preemptively but adopt optimal responses
to loss events should they occur (e.g. Model Office). Another area of attention in the Company's effort to
reduce such operational exposures is managed care, intended to reduce unnecessary health care costs
through a variety of mechanisms. These include: incentives for physicians and patients to select less
costly forms of care; programs reviewing the medical necessity of specific services; increased beneficiary
cost sharing; controls on inpatient admissions and lengths of stay; the establishment of cost-sharing







incentives for outpatient surgery; selective contracting with health care providers and the intensive
management of high-cost health care cases. The full implementation of such a strategy will mitigate
medical fraud, control medical expenses and ensure better control of benefit ratios. The Company being
a firm with many employees, systems and processes is susceptible to many more operational risks than
the ones described above, but it is properly monitoring and handling the perils while applying a remediation
plan to address weaknesses.
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C.5.3   Material risk mitigation practices 


The annual Entity Risk Self-Assessment (ERSA) process is the primary process for identifying, managing
and mitigating open operational risks. The regular ERSA process has been enhanced and is now aligned
with consistent risks and controls on a regional level. A consistent taxonomy of risks and a control catalogue
is defined by each central Head of Function. The taxonomy is intended to be a comprehensive and
consistent library of risks which local functions assess for criticality in the Company. The taxonomy ensures
proper aggregation on regional level and assists with standardised assessment, decision making and
control across the functions. 


Key Risk Indicators 


The Company has established a set of Key Risk Indicators which are regularly monitored. These
assessments provide a view of the aggregate risk profile of the Company that is reviewed on a quarterly
basis by the FRC. 


Emerging Risks


The FRC also monitors (and if appropriate takes action) on various emerging risks. These risks are
documented and analysed during the quarterly meetings. 


Loss Events 


The Company has developed an operational risk loss collection process. Loss events is a manifestation
of an assumed operational risk and provide insights on whether the Company has appropriately assessed
the frequency and severity of the risk.


Following risk identification, the application of controls or the implementation of a well defined business
plan can act as mitigants to the inherent risk identified. A more detailed description of the risk mitigation
process as a part of the ERSA process is described in the next section.


C.5.4   Material risk sensitivities 


The annual Entity Risk Self-Assessment (ERSA) process has identified and assessed in terms of severity and
frequency all open operational risks for the Company. Severity thresholds have been selected by EMEA Risk
Management to fit the size and activity levels of the Company. Following an initial inherent risk assessment
discussions have been made with competent functions to address the risk by placing relevant controls or by
proposing a realistic action plan in order to mitigate its effects. 


Standard formula yields an operational risk capital charge of €8.8m as of December 31st, 2017 up from €8.4m
in 2016 irrespective of valuation basis.


C.6   Other material risks 


C.6.1 Group Risk 
Group Risk refers to the effect on the Company of its relationship with other members of the MetLife Inc.
Group and their activities. The Company has a material exposure to Group Risk through MetLife’s
reputation, intra-group outsourcing arrangements and to a much smaller extent intra-group reinsurance.
Operational risks and reinsurance risks related to intra-group arrangements are covered by the Standard







Formula, and lapse risk indirectly reflects part of reputational exposures, but neither take into account
the specifics of the Company's risk profile.


The Company’s exposures to its Group are viewed as positive and beneficial to local performance. In
particular the reputational risk of the Company in general is considered to be low. The Company’s appetite
for group risk is high whilst appropriately monitoring and managing the risks from all material intra-group
exposures, in particular intra-group outsourcing and reinsurance.


Overall, the new Group strategy is supportive of the Company’s business. This comes at a time of
increasing uncertainty over global trading relationships, and financial regulation, which are likely to
influence the long-term performance of the Company. 


Intra-Group Outsourcing


The risks associated with intra-group outsourcing are mitigated through appropriate operational
management and monitoring. MetLife Services EEIG (‘EEIG’) is a provider of shared services to specific
MetLife entities within the European Union. EEIG employees provide services directly to MetLife entities
which are members of the EEIG (including the Company) under the direction of officers of those entities.
EEIG provides services related to the following functions, directly, via secondment of staff and on a shared
services basis. Provision of services to EEIG’s members is via a Members Services Agreement between
EEIG and those members.


Reinsurance


The risks associated with intra-group reinsurance are mitigated partly through capital and partly through
on-going monitoring and governance, including consideration of the ease of replacement of these
arrangements if necessary. 
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C.6.2 Reputational Risk 
Reputational risk is a consequence of other risk events materialising and not a separate risk category.
The Company does not have a separate risk management framework for reputation risk and instead
considers this in its impact assessment of other risk events. Reputational risk may impact the Company
by either its impact on the Group’s reputation or the impact of the Group’s reputation on the Company
and as such is a key component of the Company’s group risk. Reputational risk is considered as a material
risk that can lead to significant financial and non-financial damage. 


Reputational risk exists almost in every aspect of the insurance business, from policy issuance to client
servicing and interaction with the public and the authorities. The Company is taking the following measures
to manage reputational risk:


• Reputational risk is implicitly or explicitly considered in the decision making process at all
organizational levels.


• Reputational risk is assessed in the annual operational risk self-assessment process (ERSA).
• A dedicated reputational risk related scale exists in the Company’s operational risk


assessment methodology. 
• Reputational risk related statements are included in the Board approved risk appetite


statement. The FRC and the Board monitor compliance against the risk appetite statements.
• The Company implements a robust code of conduct, AML, anti-bribery and anti-corruption


frameworks, including relevant trainings and attestations.


The Company intends not to hold additional capital for reputation risk on the basis of the rationale below:


• There is a limited amount of data or relevant information on past reputational risk events and
therefore no reliable calibration of a capital requirement for reputation risk is considered to
be possible. 


• The financial services industry as a whole recognizes the particular challenges in measuring
the reputational consequences that an event may have on a particular company. 







• The Company reviewed an operational risk loss event database which is acquired from an
external provider. The review indicated that an adequate estimation of reputational risk losses
is not provided. 


• During its 53-year presence in Greece, the Company has no record of reputational risk events
that would have impacted the Company. 


• During the AIG crisis the Company was impacted through increased surrenders, which was
mainly a liquidity risk issue. It is therefore considered that the impact of a reputational risk
event may be captured by the impact on the risk profile of the Company assessed as part of
the overall solvency needs analysis.


The above described conditions limit the ability to build and assess the impact of a plausible theoretical
scenario for reputational risk on a standalone basis.  The Company will continue monitoring the
developments around the calibration of reputation risk and will re-assess the appropriateness of its
exclusion from the overall solvency needs every year. 
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C.6.3 Business Model
The main risks associated with an insurance company’s business model arise from factors such as
significant dependencies on a single distribution channel, partner or a single product or undue
concentrations in investments. Business model risk can also arise from inappropriate product mix.
Business model risk is considered as a material risk. 


In relation to these factors, the following could be highlighted:


• The Company has no significant dependency on a single distribution representative. The
Company relies on its strong captive agency employee benefits distribution, as well as on
developing the brokerage channel.


• Bancasurance, which is particularly susceptible to the developments in the local banking
system, is not one of the key distribution channels for the Company. 


• The Employee Benefits and Group Pension portfolio of the Company (which represents a
large portion of the business) comprises of a wide range of large local and multinational
corporations. 


• The Company has an investment portfolio, which is diversified across asset classes,
geographies, industries and issuers.


• Over the years the Company has developed a very comprehensive mix of products offered
to its clients, which continue to evolve in order to meet the dynamically changing consumer
preferences and external conditions. The Company takes into account the challenging
external environment and adjusts its product mix accordingly, by developing new value adding
products for its clients.


• The recent drive of the Company towards products of low capital intensity although necessary
at the current business environment comes with risks; risk that have to do with the success
of risk transferring to the customer but also risks to business from lower barriers of entry to
new competition. Balance sheet strength - traditionally a point of strength of the Company -
could no longer be crucial to customers when selling products that do not bear the Company's
guarantee.


• The Company monitors the profitability of its products on an ongoing basis, to ensure that
the pricing remains relevant and that the assumed experience does not deviate significantly
from the actual. Adjustments are applied as required.


• The Company’s business plan for the next three years does not place a significant reliance
on a particular product or distribution channel. 


Based on the above the Company concludes that the Business Model related risk is adequately managed.
The stress tests applied as part of the ORSA, further explore the sustainability of the business model in
terms of capital needs under various scenarios. 


C.6.4 Macroeconomic and Political Conditions 
The achievement of the strategic objectives and the strategic key growth factors is dependent on the
long-term macroeconomic and political stability in Greece. Risks arising from the macroeconomic and
political environment may significantly affect lapses, renewability of Group/corporate business or increase
the likelihood of fraud risk. Greece's economic conditions have the following characteristics:







• High but declining political risk: uncertainty regarding upcoming elections, the political agenda
and the implementation of reforms. 


• Improving macroeconomic condition: The adverse outlook scenario is that the economy will
remain in a subdued growth position and that the fiscal targets for 2017-21 will not be met
or met by bearing a toll to the economy's aggregate demand. As a baseline scenario we see
economy stabilizing and moderate growth returning. Despite uncertainty reduction within
Greece, external risks remain; a potential slowdown of the Chinese Economy may impact
Eurozone’s recovery and further harm the Greek economy; the dichotomy within north and
south European economic performance is also hampering regional recovery causing
uncertainties and adverse political developments.


• Capital controls: The introduction of capital controls impacted the economy in general and
the insurance market, but in the aftermath effects were much less pronounced than initially
expected. Management oversaw execution of the business plan and despite difficulties
execution was much smoother and did not affect business performance. The Company
anticipates that the situation will improve over time and most probably within 2018 we are
expecting capital constraints to be gradually lifted. 


• Debt relief: Greece ahead of the end of the 3rd Economic Adjustment Program will have to
be given the chance to tap markets at reasonable refinancing costs and this is highly unlikely
without a debt relief granted by its creditors. Such a relief will be seen as a positive sign for
the local economy and growth perspectives in particular.


The Company monitors the developments on an ongoing basis. A Crisis Management Team comprising
of Senior Management and Board members is in place to deal with extreme external conditions if needed.
The Crisis Management Team meets, analyses the developments and determines the necessary plans
to ensure the stable operation of the Company. The local Crisis Management Team works closely with
regional teams and receives the necessary support.
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C.6.5 Legal, regulatory and tax environment 
There are multiple initiatives across Europe that impact the insurance industry. Apart from Solvency II
and the PRIIPs Regulation, IDD Directive and GDPR are expected to further regulate the insurance
market. The Company monitors the developments through its emerging risks monitoring process. The
developments are discussed during the quarterly Finance and Risk Committee meetings. The monitoring
of the developments and initial analysis of the impact is performed in cooperation with the regional
Government Relations team. 


Local regulatory changes are mostly driven by developments in the European regulatory landscape.
However local implementation and quality of law making is also a potential source of risk.


As far as the legal environment is concerned, the main risk arises from the multiple actual and anticipated
changes in the legislation related to the health and pension systems. Lack of a stable and predictable
legal basis creates business and operational complexities and can lead to significant industry changes.
Expected changes in the Solvency II framework on the calculation of capital requirements (e.g. the
expected change in the Interest Rate shocks) or changes in the parametrization of existing requirements
(e.g. the change in Volatility Adjustment) are potential sources of uncertainty and thus risk for the firm.
Increased regulatory burden not only hampers insurance activity and product diversity but can be a driver
of business destruction in certain lines of business if requirements are draconian.


Any changes in the tax regime are expected to be captured in the business plan of the Company. The
long-term impact on disposable income, consumer preferences and demand for insurance cannot be
estimated accurately a priori. Changes in the tax legislation are monitored as part of the top and emerging
risk monitoring process and reported to the Finance and Risk Committee. Uncertainties and lack of
concreteness in a complex tax framework are additional sources of risk. The practice of tax authorities
when rules are not clearly defined can cause volatility in the firm’s ability to predict resolutions or tax
impositions. 


Apart from the effects to conducting business, regulatory control can also be a source of economic
uncertainty in case it concludes with severe penalties having to be paid. Recent regulatory reprimand
from US regulators against banking institutions has shown that in cases of flagrant non-compliance with







regulations and laws, punitive measures from the authorities cannot be ruled out even if the institution’s
stability is threatened by such action. 
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C.6.6 IT infrastructure/continuity risks 
Under this risk we examine potential that a given threat will exploit vulnerabilities of an asset or group of
assets and thereby cause harm to the organization. In addition this risk also relates to the ability of the
IT infrastructure to support operations of the Company under normal and adverse scenarios. This is a
highly material risk, since IT infrastructure is mission critical for the Company. Failing to counter threats,
given the reliance of the Company on its infrastructure could jeopardize the normality of operations and
the execution of its strategy. The Company is constantly assessing: 


1. The loss potential that exists as the result of threat-vulnerability pairs. Reducing either the threat
or the vulnerability reduces the risk;


2. The uncertainty of loss expressed in terms of probability of such loss;
3. The probability that a hostile entity will successfully exploit a particular telecommunications


system for intelligence and harm intention;  
4. The combination of the likelihood that a threat shall occur, the likelihood that a threat occurrence


shall result in an adverse impact, and the severity of the resulting adverse impact.
5. The probability that a particular threat will exploit a particular vulnerability of the system.


The Company has done a meticulous job on handling such issues during the last year especially in the
areas of systems failure, cyber threat mitigation, customer data protection and business disruption. As
part of the framework to determine the Target Capital range, Contingency and Response plans are used
to give comfort that action would be taken to restore the solvency position of the Company in certain risk
events, namely those that could have a material impact on the solvency position of the Company if they
were to happen but which it is not appropriate to hold a capital buffer for. As part of EIOPA Solvency II
Requirements, the Board is required to identify risks to be addressed by contingency plans and review
these on a regular basis. The Company has defined Contingency Plans as those plans that are prepared
and maintained by the business units as part of its business as usual (BaU). The following provides an
overview of the contingency plans for BAU risk events. 


Global Data Centre (GDC) Failure


Mission critical infrastructure have migrated to an IBM-provided tier 3 datacenter in PLodz, Poland that
is actively offering:


1. Vulnerability management (scanning, analysis, risk assessment, reporting)
2. Security incident handling (discovery, analysis, reporting)
3. Assets security hardening (discovery, analysis, validation, patching)
4. Education in security training and awareness
5. Vendor management
6. Application vulnerabilities assessment
7. Security baselines monitoring


The Company has a backup Data Centre in Clichy, France, in accordance with the Disaster Recovery
(DR) strategy, which is tested on an annual basis per contract. Where an Event reaches the severity to
require the enactment of the DR strategy, the EMEA - Data Centre Crisis Management Playbook is
enabled.  


Cyber Risk Event


The Company has a trained Cyber Incident Responder to enact the Cyber Response protocols
coordinating with EMEA-CIRT (Cyber Incident Response Team) in the event of a Cyber Incident.  The
protocols are documented in the EMEA Cyber Security Incident Management Framework and comprise
four components:


• Detection - an adverse event is detected and an incident is reported; 
• Containment - measures are taken to identify the source of the adverse event and stop or restrict


it propagating to other systems in the environment; 







• Triage & Investigation - the incident source is assessed, categorized, prioritized and addressed;
• Response - actions take place to do all that is necessary to resolve the incident. 


As one would expect in the enterprise infrastructure there are Network Security Layers, authentication
methods and a controlled access environment using infrastructures such as firewalls and DMZ zones.
All clients prior to connecting are checked for being recently scanned using antivirus/malware protection
software using the latest definitions and have a controlled access to software and storage resources
according to their rights after user authentication. Where an incident is deemed to pose a high or crisis
severity threat, this is escalated to the EMEA Crisis Management Team. The local Incident Responder
monitors the incident resolution process and intervenes whenever deemed necessary.


Loss of customer data


The Company heavily invests in data protection. In the event of customer data loss occurring, the size
of the breach would be assessed and capped (ensuring the data loss does not continue), a Customer
Resolution would be agreed and the processes would be reviewed with recommendations made for
improvements. Loss of customer data is likely to become a more significant risk which will require a more
advanced contingency plan with the introduction of the new EU data privacy regulations (General Data
Protection Regulations) in 2018. A significant mitigating step was made during 2016 removing all PCI
data from the firm’s infrastructure and using tokenized credit card information instead. 


Business Disruption 


The Company has in place a Business Continuity Policy to ensure critical business processes and services
along with associated information resources are promptly recovered and available in the event of a
disruption of service. Business continuity plans are in place and tested annually with annual certification
of BCP performed annually through MetLife Inc. Business continuity is assessed as part of the Enterprise
Risk Self-Assessment (ERSA) under the General Manager taxonomy.
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D   Valuation for Solvency Purposes 
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D.1   Assets 


Basis of valuation


The valuation of assets for Solvency II has been determined in line with the Solvency II Directive and
related guidance.


Unless expressly stated in the notes below, the Company has valued its assets at fair value. In order to
establish the fair value of assets, the following guiding principle has been applied:


• Assets are valued at the amounts for which they could be exchanged between knowledgeable
willing parties in an arm’s length transaction.


The determination of fair value of financial assets, which comprise substantially all of the assets of the
Company, is set out below.


Fair value of financial assets with active market


When available, the fair value of financial assets is based on quoted prices in active markets that are
readily and regularly obtainable. These are the most liquid of the Company's financial assets, and valuation
of these assets does not involve management's judgement.


Fair value of financial assets with no active market


When developing fair values, where quoted prices are not available, the Company uses one of three
broad valuation techniques or a combination thereof: 


(i) the market approach, 


(ii) the income approach, and 


(iii) the cost approach.


The significant inputs to these valuation techniques are inputs that are observable in the market or can
be derived principally from, or corroborated by, observable market data. When observable inputs are not
available, inputs that are not observable in the market or cannot be derived principally from, or corroborated
by, observable market data, are used. These unobservable inputs are based in large part on
management's judgement or estimation, and cannot be supported by reference to the market activity.
Even though these inputs are unobservable, management believes they are consistent with what other
market participants would use when pricing such financial assets, and are considered appropriate given
the circumstances. Actual results may differ materially from these estimates.


Such estimates are reviewed on an ongoing basis, and any difference recognised in the period in which
the estimate is revised if the revision affects only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.


For deposits within one year of the balance sheet date, the Company believes that the fair value is
represented by the amounts realisable, on account of their short term nature.


The following table shows the assets of the Company as reported in its QRT under Solvency II, and
comprises figures produced under both Solvency II and in the Company's financial statements. The
financial statements have been prepared in accordance with International Financial Reporting Standards
(‘IFRS’). 







Assets of the Company as at December 31, 2017 


Assets
Solvency II


value
Valuation


differences IFRS value
€'m €'m €'m


Deferred acquisition costs — 19.5 19.5
Intangible assets — 0.8 0.8
Deferred tax assets 81.0 — 81.0
Property, plant and equipment held for own use 9.5 (1.8) 7.7
Investments (other than assets held for index-
linked and unit-linked funds) 971.7 — 971.6


Participations 1.5 — 1.5
Bonds 908.9 — 908.9
Investment Funds 61.3 — 61.3


Assets held for index-linked and unit-linked funds 521.7 — 521.8
Loans on policies 17.7 — 17.7
Loans and mortgages 2.1 — 2.1
Reinsurance recoverables 2.4 1.8 4.2


Life and health similar to life, excluding health,
index-linked and unit-linked 2.4 1.8 4.2


Health similar to Life 1.4 2.1 3.5
Life excluding Health and index-linked and
unit-linked 1.0 (0.3) 0.7


Insurance and intermediaries receivables 15.9 — 15.9
Reinsurance receivables 6.0 — 6.0
Receivables (trade, not insurance) 27.4 — 27.4
Cash and cash equivalents 9.4 (0.1) 9.3
Total Assets 1,664.7 20.2 1,684.9
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D.1.1   Deferred Acquisition Costs 
Under Solvency II, deferred acquisition costs do not represent a recognisable asset. Cash outflows on
acquisition are expensed when incurred.  


D.1.2   Intangible assets 


Intangible assets relate to expenses that are directly associated with identifiable and unique software
products acquired by the Company and from which future economic benefits are expected to arise.


Under Solvency II, intangible assets are not recognised unless the Company is able to sell the asset for
a price derived from an active market. Thus the Company does not recognise intangible assets under
Solvency II. 


Under IFRS, intangible assets are stated at cost less accumulated depreciation. Intangible assets are
recognised if the undiscounted future cashflows exceed the initial cost of the asset. Intangible assets are
amortised over its useful life and amortisation methods are either proportional to expected profits or
expected premiums. Accordingly, the two amounts differ on account of the different accounting policies
applied. 


D.1.3   Deferred tax assets 







Under Solvency II, deferred tax assets (DTA) are recognised on the estimated future tax effects of
temporary differences, unused tax losses carried forward and unused tax credits carried forward. Deferred
tax is only recognised where it is probable that it will be realised, i.e. that future taxable profits will be
available against which deductible temporary differences can be utilised. Deferred tax is measured at
the tax rates that are expected to apply in the period in which the liability is settled or the asset is realised,
based on the tax laws enacted or substantively enacted at the reporting date, on an undiscounted basis.
When determining whether deferred tax assets can be realised, the Company considers projected future
taxable profits in excess of those profits arising from the reversal of existing taxable temporary differences
over the period of its normal planning cycle, which is three years.


Deferred tax assets are not set off against deferred tax liabilities, unless such assets and liabilities have
arisen in the same tax jurisdiction, there is a legally enforceable right to set off current tax assets against
current tax liabilities and the Company intends to settle its current tax assets on a net basis. 


The principles under which deferred tax assets and liabilities are recognised under Solvency II are broadly
similar to those under IFRS. For Market Value Balance Sheet representation purposes, SII DTA is set
equal to IFRS DTA, whereas the maximum amount of DTA recognized in Eligible Own Funds (Tier 3
Capital) is capped at 15% of SCR. 


The following table sets out the composition of the deferred tax asset under Solvency II as at the reporting
date, and a comparison against the deferred tax asset under IFRS. It also sets out the changes in income
tax rates since the previous reporting date which have impacted the deferred tax asset:


2017
Composition of deferred tax asset Solvency II IFRS


€m €m
Deferred compensation 1.0 1.0
Losses carried forward (PSI) 101.4 101.4
AFS Investments (25.9) (25.9)
Other provisions 3.8 3.8
Adjustment from Valuation Allowances 0.7 0.7
Total deferred tax balance 81.0 81.0


Current tax rate Previous tax rate
Greece 0.29 0.29
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D.1.4   Property, plant & equipment held for own use 


Under Solvency II, property, plant and equipment held for own use is stated at fair value. Certain equipment
items may be held at depreciated value if not materially different to the fair value.


Under IFRS, all property, plant and equipment is measured at cost less accumulated depreciation.
Accordingly the two amounts differ on account of the different accounting policies applied.


D.1.5   Investments (other than assets held for index-linked and unit-linked contracts) 
Under Solvency II, investments are stated at fair value, except strategic participations, as set out below.
Financial assets and liabilities are recognised when the Company becomes party to the contractual
provisions of the instrument. All financial instruments reported at fair value are measured based on an
exit price. 


The valuation techniques and source of pricing inputs used by the Company for significant categories of
investments are produced below:







D.1.5.1   Property (other than for own use) 


This is not applicable to the Company.
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D.1.5.2   Holdings in related undertakings, including participations 


Under Solvency II, given the Company's participation in Metlife Mutual Fund Company S.A. is not listed,
the adjusted equity method is applied to determine its fair value. This requires valuing such investments
based on the Company's share of the excess of assets over liabilities of the related Company, using the
Solvency II valuation principles. 


Under IFRS, the Company's subsidiary is stated at the corresponding Market Value. This is determined
as the market value of its Net Assets.


D.1.5.3   Equities 


Under Solvency II, equities listed on a recognised exchange are valued using the quoted price for identical
instruments.


Under IFRS, equities are stated at fair value. Accordingly, there are no differences between Solvency II
and IFRS.


D.1.5.4   Bonds 


Government bonds listed on a recognised exchange are valued using the quoted prices for identical
instruments.


Corporate bonds listed on a recognised exchange are valued using quoted prices, or quoted prices for
similar assets.


Corporate bonds for which observable inputs are not available, are principally valued using the market
approach. Valuations are based primarily on matrix pricing or other similar techniques that utilise
unobservable inputs or inputs that cannot be derived principally from, or corroborated by, observable
market data, including illiquidity premium, delta spread adjustments to reflect specific credit-related issues,
credit spreads, and inputs including quoted prices for similar instruments that are less liquid and based
on lower levels of trading activity. Certain valuations are based on independent non-binding broker
quotations.


Structured notes are hybrid securities, combining a fixed income instrument with a series of derivative
components. Excluded from this category are fixed income securities that are issued by sovereign
governments. Included are securities that have embedded derivatives, with results  tied primarily to the
performance of equity indices or equity baskets.


Under IFRS, bonds are stated at fair value. Accordingly, there are no differences between Solvency II
and IFRS.


D.1.5.5   Collective Investments Undertakings 


Collective investments undertakings listed on a recognised exchange are valued using the quoted prices
provided by the investment managers, that are based on their respective net asset values.


Unlisted investment funds are principally valued based on prices from the investment managers, which
are based on European Venture Capital Association Guidelines, including price/earnings ratio based
valuation. The prices released by investment managers of the underlying funds are reviewed, and where
appropriate, adjustments are made to reflect the impact of changes in market conditions between the
date of the valuation and the end of the reporting period. The valuation of these investment funds is
largely based on inputs that are not based on observable market data.


D.1.5.6   Derivatives 







This is not applicable to the Company.
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D.1.6   Assets held for index-linked and unit-linked contracts 


Under Solvency II, assets held for index-linked and unit-linked funds are stated at fair value.


Index-linked and unit-linked funds comprise of the various categories of investments and other assets
described herein, principally investment funds. For disclosure of the valuation methodology used for these
assets, please refer to the relevant notes in this section.


Under IFRS, assets held for index-linked and unit-linked contracts are stated at fair value. 


D.1.7   Loans and mortgages 


Loans and mortgages are valued at amortised cost under Solvency II and IFRS. This is not considered
materially different to fair value.


D.1.8   Reinsurance recoverables 


Reinsurance recoverables are valued using the cash-flow projection model similar to that used to calculate
the best estimate of liabilities. 


The reinsurance recoverables include the Ceded Outstanding Claims Reserves and Ceded IBNR and
are further adjusted for expected defaults using internal assumptions. Further information on the best
estimate of liabilities, its valuation methodologies, bases and assumptions used can be found in Section
D.2 Technical Provisions.


D.1.9   Insurance and intermediaries receivables 


This relates to the amounts due from policyholders, insurance intermediaries and other insurers linked
to inward reinsurance business.


Under Solvency II, these are stated at fair value.


Under IFRS, receivables and other assets are recorded at cost less any irrecoverable amounts and are
an approximation of the fair value of these assets. Accordingly, there are no differences between Solvency
II and IFRS. 


D.1.10   Reinsurance receivables 


Reinsurance receivables relate to claims and commissions reported but not yet settled by reinsurers. 


Under Solvency II, these are stated at fair value.


Under IFRS, receivables and other assets are recorded at cost less any irrecoverable amounts and are
an approximation of the fair value of these assets. Accordingly, there are no differences between Solvency
II and IFRS.


D.1.11   Receivables (trade, not insurance) 
Under solvency II, these are stated at fair value.


Under IFRS, receivables and other assets are recorded at cost less any irrecoverable amounts and are
an approximation of the fair value of these assets. Accordingly, there are no differences between Solvency
II and IFRS. 


D.1.12   Cash and cash equivalents 


Cash and cash equivalents are carried at fair value on the Solvency II balance sheet, which is based on
the amounts due on demand. Bank overdrafts are disclosed in debts owed to credit institutions.







Under IFRS, cash and cash equivalents are stated at carrying value which approximates to fair value.
Accordingly, there is no difference between the two amounts. 
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D.2   Technical provisions 


The technical provisions correspond to the current amount the Company would have to pay if they were
to transfer their insurance obligations immediately to another undertaking. The value of technical
provisions are equal to the sum of a best estimate liability and a risk margin except in cases where models
and/or data are not yet available for certain product lines. These exceptions are covered in section D.2.6.
The methodology employed in the calculation of the best estimate liability is covered in section D.2.3 and
the risk margin is covered in section D.2.7.


The insurance obligations have been segmented into homogeneous risk groups when calculating the
technical provisions. The approach to segmentation is covered in section D.2.1.


The best estimate liability is calculated gross, without deduction of the amounts recoverable from
reinsurance contracts. Such recoverable amounts are calculated separately and are covered in section
D.2.4.


D.2.1   Segmentation 


Under Solvency II, the Company should properly segment the business into homogeneous risk groups.
The objectives of segmentation are:


1. To allow the calculations of technical provisions by homogeneous risk groups in order to achieve
consistency and granularity.


2. To facilitate the assumptions setting to be representative and consistent with the risk groups.
3. To ensure that the risks underlying the business are appropriately identified.
4. To ensure that the data, methods and assumptions used in the calculation of the technical


provisions are validated appropriately.


The segmentation is being done as a minimum by lines of business.


The primary segmentation should distinguish between life and non-life insurance obligations (not
applicable for the Company). The distinction does not coincide with the legal definition, but rather how
the contract is pursued on a similar technical basis, i.e. that of life insurance will be considered a life
insurance obligation and likewise non-life will be considered a non-life obligation.


Life insurance obligations are segmented into 4 lines of business.


For the Company's balance sheet, the following main lines of business have been identified as being
applicable:


1. Life insurance with profit participation.
2. Index - Linked and Unit Linked Insurance.
3. Health insurance pursued on a similar technical basis as life insurance.
4. Other life insurance.


Further to the above main lines the portfolio of the insurance contracts is allocated in the below categories:


• Contracts where the main risk driver is death
• Contracts where the main risk driver is survival
• Contracts where the main risk driver is morbidity
• Contracts where the main risk driver is disability
• Savings contracts







Each homogeneous risk group meets the following criteria - It is a selection of policies with similar risk
characteristics, these should be stable over time, taking into account:


• Underwriting policy
• Claims settlement patterns
• Risk profile of policyholders
• Product features, in particular guarantees
• Future management actions


The above segmentation is performed mainly for control and reconciliation purposes and for stochastic
modelling needs. In all other aspects the calculations are performed on a seriatim basis both under the
best estimate and the stresses.


The granularity of the segmentation accurately and adequately reflects the nature of the risks undertaken
by the Company.
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D.2.2   Technical provisions split by line of business 


Illustrated below is breakdown of gross and net of reinsurance technical provisions by line of business:


Line of Business
Gross of


Reinsurance
Reinsurance


Relief
Net of


Reinsurance


€m €m €m
Insurance with profit participation 777.9 0.1 777.9
Index-linked and unit-linked insurance 499.7 0.0 499.7
Other life insurance (1.0) 0.9 (2.0)
Accepted reinsurance 0.0 0.0 0.0
Health insurance (direct business) (7.2) 1.4 (8.6)
Total Life 1,269.4 2.4 1,267.0


Total Technical Provisions 1,269.4 2.4 1,267.0


The tables below present the breakdown of gross technical provisions by lines of business into Best Estimate
Liability ("BEL") and Risk Margin (methodology is covered in sections D.2.3 and D.2.7 respectively).


Calculations when applying Transitional Measures:







Line of Business BEL
Risk


Margin


Gross
Technical
Provision


under
Solvency II BEL


Risk
Margin


Gross
Technic


al
Provisi


on
under2017 2017 2017 2016 2016 2016


€m €m €m €m €m €m
Insurance with profit
participation 746.3 31.6 777.9 742.1 25.7 767.8
Index-linked and unit-
linked insurance 497.8 1.9 499.7 445.9 1.9 447.7
Other life insurance (1.5) 0.5 (1.0) 8.6 0.4 9.1
Accepted reinsurance — — — — — —
Health insurance (direct
business) (12.9) 5.7 (7.2) (24.0) 7.2 (16.8)
Gross Total Life 1,229.7 39.6 1,269.4 1,172.6 35.2 1,207.8


Gross Total Non-Life — — — — — —


Total Gross Technical
Provisions 1,229.7 39.6 1,269.4 1,172.6 35.2 1,207.8
Calculations based on Risk-Free plus Volatility Adjuster:


Line of Business BEL
Risk


Margin


Gross
Technical
Provision


under
Solvency II BEL


Risk
Margin


Gross
Technical
Provision


under
Solvency II


2017 2017 2017 2016 2016 2016
€m €m €m €m €m €m


Insurance with profit participation 860.7 31.5 892.3 888.4 25.7 914.1
Index-linked and unit-linked
insurance 497.8 1.9 499.7 445.9 1.9 447.7
Other life insurance (1.6) 0.5 (1.1) 8.4 0.4 8.8
Accepted reinsurance — — — — — —
Health insurance (direct
business) (12.9) 5.8 (7.2) -24.0 7.2 (16.8)


Gross Total Life 1,344.1 39.6 1,383.7 1,318.6 35.2 1,353.8


Gross Total Non-Life — — — 1.0 1.0 1.0


Total Gross Technical
Provisions 1,344.1 39.6 1,383.7 1,318.6 35.2 1,353.8
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D.2.3   Best estimate 


D.2.3.1   Methodology for the calculation of the best estimate 


For all lines of business, the best estimate corresponds to the probability weighted average of future
cash-flows taking account of the time value of money.


The calculation takes into account the variability of the cash flows in order to ensure that the best estimate
represents the mean of the distribution of cash flow values. No additional margins are included within
the best estimate. The best estimate is the average of the outcomes of all possible scenarios, weighted
according to their respective probabilities.







D.2.3.2   Cash-flow projections 


The cash-flow projections reflect the expected realistic future demographic, legal, medical, technological,
social and economic developments over the lifetime of the insurance and reinsurance obligations.   Inflation
is appropriately allowed for in the calculation of the best-estimate using the appropriate type of inflation.
In addition, for cash-flows relating to health insurance business, full account of claims inflation and
premium adjustment clauses is taken within the calculation of the best estimate.
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D.2.3.3   Recognition and derecognition of insurance and reinsurance contracts for solvency
purposes 


The Company observes the process of recognition and derecognition of its insurance obligations in line
with the Technical Specification, which states:


The calculation of the best estimate should only include future cash-flows associated with recognised
obligations within the boundary of the contract. No future business should be taken into account for the
calculation of technical provisions. An insurance obligation should be initially recognised at whichever is
the earlier of the date the Company becomes a party to the contract that gives rise to the obligation or
the date the insurance cover begins. A contract should be de-recognised as an existing contract only
when the obligation specified in the contract is extinguished, discharged or cancelled or expires. 


D.2.3.4   The boundary condition of a recognised insurance and reinsurance contracts 


The definition of the contract boundary is applied in particular to decide whether options to renew the
contract, to extend the insurance coverage to another person, to extend the insurance period, to increase
the insurance cover or to establish additional insurance cover gives rise to a new contract or belongs to
the recognised contract. Where the option belongs to the recognised contract the provisions for
policyholder options are taken into account. 


More specifically covers under the contracts are unbundled wherever this is possible and if the parts of
the contracts are clearly identifiable and projected separately. The rules of the projection boundaries are
as following:


1. Obligations 


Any obligations which relate to insurance or reinsurance cover provided by the Company after
any of the following dates do not belong to the contract, unless the Company can compel the
policy holder to pay the premium for those obligations: 


• The future date where the Company has a unilateral right to terminate the contract; 
• The future date where the Company has a unilateral right to reject premiums payable


under the contract;
• The future date where the Company has a unilateral right to amend the premiums or the


benefits payable under the contract in such a way that the premiums fully reflect the
risks.


For contracts falling in the above cases the projection time is set until that specific future date.


2. Future Premiums


Obligations that do not relate to premiums which have already been paid do not belong to the
contract, unless the Company can compel the policyholder to pay the future premium, and where
all of the following requirements are met:


• A) The contract does not provide compensation for a specified uncertain event that
adversely affects the insured person;


• B) The contract does not include a financial guarantee of benefits.


For the purpose of points (a) and (b), the Company does not take into account coverage of events and
guarantees that have no discernible effect on the economics of the contract.







For contracts falling in 2 above the future premiums do not belong in the contract. This in practice means
that the policy is projected until termination without any future premiums.


For all other lines of business, the contract boundary is set equal to the contractual term of the contract.
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D.2.3.5   Time horizon 


For all of the calculation of best estimate, a projection period of 50 years has been assumed.  This ought
to adequately account for all material cash-flows in the portfolio. 


D.2.3.6   Gross cash-flows 


The cash-flow projection used in the calculation of the best estimate takes account of all the cash-in and
out-flows required to settle the insurance obligations over the time horizon. The cash flows are projected
gross of reinsurance and before deduction of any taxes other than taxes deducted from policyholder's
premium paid. The covers are unbundled wherever they are clearly identifiable.


D.2.3.7   Gross cash in-flows 


The best estimate includes items such as future premiums and other income from policyholder payments
and does not take into account investment returns.  Premiums which are due for payment by the valuation
date are shown as a premium receivable on the balance sheet.


D.2.3.8   Gross cash out-flows 


The cash out-flows are calculated and include future benefits payable to the policyholders or beneficiaries,
expenses that will be incurred in servicing insurance obligations, commissions, unit-linked benefits and
tax payments.


D.2.3.9   Life insurance obligations 


Cash-flow projections used in the calculation are made on a per policy basis so that each policy is  valued
separately. 


No explicit surrender value floor has been assumed for the market consistent value of liabilities for a
contract and this means that the obligation can even be negative.


D.2.3.10   Non-life insurance obligations


The Company has no Non-Life insurance obligations.


D.2.3.11   Valuation of future discretionary benefits 


The Company has no discretionary benefits that need to be valued. All future benefits are contractual.


D.2.4   Reinsurance recoverables 


The calculation of amounts recoverable from reinsurance contracts follow the same principles and
methodology as presented for the calculation of other parts of the technical provisions.


Where the timing of recoveries and that for direct payments markedly diverge this has been taken into
account in the projection of cash-flows. Where the timing is sufficiently similar to that for direct payments
the timing of direct payments has been used.


The amounts recoverable have been calculated consistently with the boundaries of the insurance
contracts to which they relate.


The expenses incurred in relation to the management and administration of reinsurance contracts are
allowed for in the calculation of the best estimate.







The amounts recoverable from reinsurance contracts are then adjusted to take account of expected
losses due to default of the counterparty. The adjustment is calculated separately and is based on an
assessment of the probability of default of the counterparty and the average loss-given-default.
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D.2.5   Discounting 


The Company applies transitional measures on the risk free rates for all of the portfolio with interest rate
guarantees after application to the Bank of Greece (BoG), in accordance with Article 308 c of the Directive
2014/51/EU of the European Parliament and of the Council of 16 April 2014 and subsequent approval
by the Bank. 


The Company also uses the volatility adjusted risk free rates for the valuation of its remaining liabilities.
The above approach is used consistently throughout the Solvency II Balance Sheet, Own Funds, SCR
and MCR. 


According to EIOPA’s report on the Long Term Guarantee assessment, transitional measures are
proposed for insurance obligations that are severely impacted by the introduction of Solvency II, i.e. the
value of these obligations significantly differs under Solvency II compared to Solvency I. The design of
the measure intends to address the fact that, in the current market situation (low interest rates) the values
taken directly from markets lead to higher technical provisions. 


The Company will be able to meet any incremental capital costs resulting from Solvency II over an
extended period of time. The application of transitional measures is expected to benefit policyholders’
protection, as in the case for long-term business the Company will have an adequate period of time to
close any valuation gap smoothly without impacting current or future policyholders through potential lower
profit participation or higher pricing due to excessive capital charges.


D.2.6   Calculation of technical provisions as a whole 


The calculation of technical provisions as a whole is not applicable to the Company.


D.2.7   Risk margin 


The risk margin is calculated by line of business and is then added to the BEL in order to obtain the
technical provisions by line of business. The risk margin is calculated by:


• Projecting the non-hedgeable SCR components at each future time period using the risk
drivers below;


• Aggregating the projected non-hedgeable SCR components using the prescribed correlation
matrices;


• Taking a charge of 6% per annum on the run-off of the SCR; and 
• Discounting those amounts at the risk-free rates.


The risk driver used in the projection of the non-hedgeable SCR for risks other than mortality, disability
and catastrophe risks, is the account value of the VA business. The VA business gives rise to a significant
proportion of the non-hedgeable risks, namely, lapse, expense and operational risks. For mortality,
disability and catastrophe risks, the present values of the death and disability benefits were used instead
as the risk driver for the SCR run-off in the risk margin calculation. 


D.2.8   Approximation of technical provisions 


Technical provisions - expenses


Solvency II requires expense reserves to be determined on a going concern basis. The best estimate
liabilities include directly attributable expenses and commissions in the seriatim (per policy) cash flows,
whilst the overhead maintenance expenses are considered separately (rather than via a seriatim loading
such as would typically be applied in pricing). This approach facilitates modeling of the overhead expenses
as a whole on a going concern basis, allowing for the future economies of scale due to expected new
business.







Technical provisions - un-modelled business


The business that are not modelled in the Solvency II calculations are marginal and immaterial in respect
of capital needs since they are mostly of short term nature.


Technical provisions - Paid-Up option


The Company does not currently model the option to make policies Paid Up. The limitation is immaterial
as the majority of the contracts have the feature of the automatic premium loan that keeps the Paid Up
option  into very low levels.
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D.2.9   Level of uncertainty associated with technical provisions 


In the calculation of technical provisions, it is necessary to make judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and other factors that are
considered relevant. Actual results may differ from these estimates.


The estimates and underlying assumptions are reviewed on periodic basis.


The key assumptions concerning the future, and other key sources of estimation uncertainty at the
reporting date, are discussed below.


Unit-linked contracts


Unit-linked account values
Liabilities for insurance and investment contracts include unit reserves at market value and unallocated
premiums. The unit reserves are equal to the sum across unit funds of the numbers of policyholder units
multiplied by the unit price (at bid price). Unallocated premiums are premiums that have been issued but
not yet allocated to units. The value of the unit reserves are known and contain no uncertainty.


Best estimate liability
The best estimate liability represents the unit reserves plus the present value of future benefits, in excess
of the unit reserves, to be paid to the policyholders or on behalf of the policyholders and related expenses
less the present value of future charges deducted from the unit-linked account. The key assumptions
concerning the future, and other key sources of estimation uncertainty at the reporting date that could
impact the valuation of the best estimate liability, are discussed below.


Non unit-linked contracts


Best estimate liability


The liabilities represent the present value of future benefits to be paid to the policyholders or on behalf
of the policyholders and related expenses less the present value of future premiums. The key assumptions
concerning the future, and other key sources of estimation uncertainty at the reporting date that could
impact the valuation of the best estimate liability, are discussed below.


Key assumptions used in calculating the best estimate liability:


• Expected future economic conditions (including risk-free interest rates, inflation rates and
reinvestment rates);


• Direct per policy maintenance expenses and associated inflation;
• Mortality rates based on selected published actuarial mortality tables; and
• Lapse rates based on expected surrender experience.


Such assumptions are captured in more detail in section D.2.3.


Expert judgement







Expert judgement is necessary in the calculation of the best estimate liability in a number of different
ways:


• Selection of data to use, correcting errors and deciding on the treatment of outliers or extreme
events.


• Selection of realistic assumptions and the period of data on which such assumptions are based.
• Selection of the valuation technique considering appropriate alternative methodologies.
• Incorporating appropriately in the calculations the environment under which the Company


operates its business.
• adjusting the data to reflect current or future conditions and adjusting external data to reflect the


portfolio.
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D.2.10   Matching adjustment 
The Company does not apply any matching adjustment on the risk free interest rates.


D.2.11   Volatility adjustment 
The Company uses the volatility adjustment on the risk free interest rates in accordance to Article 77d
of Directive 2009/138/EC. The effect of the use of the volatility adjustment is as below:


Amounts in €m Risk Free
Rates


Volatility
Adjusted Risk


Free Rates


Volatility Adjusted
Risk Free Rates


Effect
%


Difference


Total Liabilities 1,440.6 1,438.0 2.6 0.2 %
Solvency Capital 137.4 136.0 1.3 1.0 %
Minimum Capital 40.8 40.7 0.1 0.2 %
Basic Own Funds 209.0 211.6 (2.6) (1.2)%
Own Funds Eligible to cover
the SCR 148.6 151.0 (2.4) (1.6)%
Own Funds Eligible to cover
the MCR 128.0 130.6 (2.6) (2.0)%


D.2.12   Transitional risk-free interest rate-term structure 


A transitional interest rate adjustment (δ) on the risk free rates is applied according to Article 308c of
Directive 2009/138/EC. The transitional adjustment was calculated to stand at 252 bps across the risk
free term structure based on the technical interest rate under Solvency I on the portfolios eligible for the
use of the transitional measure. The calculation as at year ending 2017 has been diminished by 1/16.


The transitional delta is calculated as described in the relevant directives as the z spread on the risk free
curve that will force the liability valuation to be equal to the equivalent valuation performed under the
technical interest rates of the portfolios participating in the transitional measures. This means that the
delta is determined based on the relevant portfolios technical interest rates and durations.


The effect of the use of the transitional measure on the risk free interest rates is a significant improvement
on the capital position of the Company since it affects both the own funds and the shocks levels. The
calculated transitional adjustment (δ) is linearly decreased 1/16 per year until it is fully eliminated on
2032. 







Amounts in €m Risk Free
Rates


TM on Risk Free
Rates


TM on Risk Free
Rates Effect


TM on
Risk Free


Rates
Effect


Total Liabilities 1,440.6 1,323.7 116.9 8.8 %


Solvency Capital
Requirement 137.4 90.2 47.2 52.3 %


Minimum Capital
Requirement 40.8 36.5 4.3 11.7 %


Basic Own Funds 209.0 326.0 (117.0) (35.9)%


Own Funds Eligible to cover
the SCR 148.6 258.5 (110.0) (42.5)%


Own Funds Eligible to cover
the MCR 128.0 245.0 (117.0) (47.8)%


The effect of the participation in the Transitional measures will be eliminated within the next 15 years as
no new business will be eligible to take the effect and on top of that the delta calculation will be linearly
lead to zero by 2032.
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D.2.13   Transitional deduction 


The European Regulator's opinion on the use of the Transitional Measures (TM) is that they are crucial
to allow for a smooth transition to a new regime. The transitional measures should aim to avoid market
disruption and limit interference with existing products as well as to ensure the availability of insurance
products.


Considering the importance of public disclosure in the SII framework, in particular regarding the use of
transitional, a re-calculation of technical provisions with a different portion of the transitional leading to a
material impact in the solvency and financial position is considered as a material event and should be
disclosed.


The Company has calculated the impact of the full release of the 2018 transitional addition to the risk
free interest structure which accounts for the 1/16 of the total transitional addition used. 


The MCR was not recalculated as the effect of the transitional deduction was deemed not to be significant.


Amounts in €m
Risk Free
with the


use of TM


Transitional
Reduction of
1/16 of Delta


TM on Risk Free
Rates Effect


TM on
Risk Free


Rates
Effect


Total Liabilities 1,323.7 1,331.5 7.8 0.6 %
Solvency Capital
Requirement 90.2 93.3 3.1 3.5 %
Minimum Capital
Requirement 36.5 36.5 0.0 — %


Basic Own Funds 326.0 333.2 (7.8) (2.3)%
Own Funds Eligible to cover
the SCR 258.5 265.7 (7.8) (2.9)%
Own Funds Eligible to cover
the MCR 245.0 252.2 (7.8) (3.0)%







D.2.14   Differences between Solvency II valuation and IFRS 


The table and the associated explanations below provide key differences between technical provisions
under Solvency II and those presented in the Company's financial statements:


Amounts in €m Line of Business for IFRS


Analysis of Differences Other life
insurance


Insurance
with profit


participation


Index-linked
and unit-linked
life insurance


SLT
Health


insurance


Gross Technical
Provisions under IFRS 8.7 785.0 523.8 44.9
Assumption &
Methodology
Differences (10.1) (38.6) (26.0) (57.9)


Items in Solvency II not
in IFRS (Risk Margin) 0.5 31.5 1.9 5.8
Gross Technical
Provisions under
Solvency II (1.0) 777.9 499.7 (7.2)


The main difference between these two valuation bases is that the Solvency II valuation assumes best
estimate assumptions and allows the recognition of future profits considering the contract boundary,
rather than local regulatory basis under IFRS that incorporates an element of prudence.


The following part of this section describes specific reasons for differences.


Insurance with profit participation


Technical provisions under Solvency II when calculated under the volatility adjusted risk free curve are
higher than technical provisions in the financial statements mainly driven by the use of a discount rate
in Solvency II that is below the guaranteed interest rate, i.e. yield curve used under IFRS is higher across
all maturities compared to Solvency II. This picture changes under the use of the Transitional Measures
as the constant addition of the transitional delta across all tenors drives the curve higher after the 6th
year of the projection where the cash outflows are significant. This transitional term structure under
Solvency II is more favorable for discounting of liability cash flows than the weighted average of portfolio
book yield and risk free rates. 
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The difference between the TM discount curve and the IFRS discount curve mostly arises due to the fact
that the latter is linked to the existing assets base backing the guaranteed liabilities portfolio whereas the
former is based on the published term structure that incorporates the future expectations of the interest
rates level taking into account anticipated monetary policy and liquidity preferences.


Index-linked and unit-linked insurance


Technical provisions under Solvency II are equal to clients’ account values reduced by present value of
future profits (fees less expenses) while technical provisions in the IFRS financial statements are mainly
represented by clients’ account values. As future profits are positive, provisions under Solvency II regime
are lower than under IFRS. 


Other Life & Health insurance


Technical provisions under Solvency II are lower than technical provisions in the IFRS financial statements
for Other Life & Health insurance mainly because technical provisions under Solvency II recognise future
profits and are based on best estimate assumptions. This allows the liabilities under this specific line of
business to be even negative since a large portfolio of profitable business is allocated within this category.
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D.2.15   Information on Actuarial Methodologies & Assumptions 


Principal assumptions used in the determination of technical provisions


Solvency II requires assumptions to be based on best estimate.  The assumptions are revised on a regular
basis to adjust for recent experience and changes to market factors.


The principal assumptions used in the determination of technical provisions are included in this section
but do not reflect all assumptions used.  The principal assumptions are:
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D.2.15.1   Mortality 


The mortality experience assumption used for valuation purposes in Greece is expressed as a % of the
Greece 1990 & Greece EAE 2005 mortality tables for males and females. The Greece 1990 mortality
tables were used to price the Ordinary Life and Fixed Annuity business and thus also used in their cash
flow projections. The mortality evolution between the years is not deemed significant and thus the
Company does not update the mortality every year.


The actual experience is between 60% and 65% of the Greece 1990 for both males and females.


D.2.15.2   Morbidity 


The morbidity assumptions concern the Ordinary Life & Permanent Total Disability riders which are
attached to Ordinary Life & Fixed Annuity policies and Individual PA (Medical & Non-Medical) covers.


The Individual Personal Accident  assumptions were based upon the results of the 2016 experience study,
under a 10 year observation period and based on sum assureds. The study was performed based on
the type of cover and usually resulting on a flat rate in the case of accidental cause where the age of the
covered life is not relevant.


All morbidity studies were performed on a separate gender basis and were back tested with actual results
and loss ratios from previous years


D.2.15.3   Persistency 


The lapse assumptions for all Ordinary Life, Deferred Annuity and Unit Linked products were set up. The
study was very extensive with an observation period of three to five years and taking into account the
liability portfolios on a per contract basis. The lapse rates were analyzed and determined based on 


• Product Type
• Policy Year
• Distribution Channel 
• Premium frequency separating between single and regular payments.


Additionally there is an ongoing effort to put together assumptions that are related to the policyholders
behavior so that the uncertainty of the portfolio cash flows can be captured. The most crucial parameter
that looks statistically important in the modeling of the policyholder behavior when it comes to lapsation
is the level of the interest rates. It is observed that the lapse rates are linked to the interest rates and this
has been modeled through a linear regression model and its statistical significance has been proved. In
this sense an additional factor that multiples the lapsation according to the moves of the interest rates is
introduced allowing the Company to take into account the policyholder behavior on lapsation.


D.2.15.4   Expenses 


The expense studies and the unitization of the expenses so that they can be utilised in projection exercises
is very thorough. The study is annual and performed by separating the expenses on a cost center level
and further allocating them to acquisition, maintenance and overhead. The allocated expenses per
portfolio are subsequently unitized by using specific drivers like the count and the premium level. The
same drivers are used in the cash flow projections so the calculations to be consistent.







The same study is performed for all other compensations to the sales force like commissions and bonus
levels so that all different type of allowances are captured in the cash flow projections.
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D.2.15.5   Premium Indexation 


The Company deems premium indexation in the majority of liabilities immaterial as the portfolios eligible
for the indexations are considered to have contract boundaries of a single year. Thus there is no need
for a specific indexation study for solvency purposes and the only relevant figure is the current announced
indexation.


D.2.15.6   Benefit Escalation 


The Company does not have significant liabilities with benefit escalation


D.2.15.7   Interest Rate 


Interest rate term structures are directly taken by EIOPA as published on a quarterly basis. The term
structures are used with the volatility adjustment and the transitional measures.


D.2.15.8   Fund Growth - VUL 


The assumed growth rate of unit-linked funds is consistent with the relevant risk-free interest term
structure.


D.3   Other liabilities 


Liabilities of the Company as at December 31, 2017 based on Transitional Measures (TM):


Liabilities
Solvency II


value
Valuation


differences IFRS value
€'m €'m €'m


Technical Provisions - Health (similar to Life) (7.2) 52.1 44.9


Technical Provisions - Life (excl Health, index linked and
unit-linked) 776.9 16.7 793.6
Technical Provisions - index-linked and unit-linked funds 499.7 24.1 523.8
Provisions other than technical provisions — — —
Pension benefit obligations 3.2 — 3.2
Insurance and intermediaries payable 2.0 — 2.0
Reinsurance payables 9.0 — 9.0
Payables (trade, not insurance) 40.1 — 40.2
Total Liabilities 1,323.7 93.0 1,416.7


Excess of assets over liabilities 341.0 (72.8) 268.2


D.3.1   Provisions other than technical provisions 


Provisions are recognised when the Company has a present obligation (legal or constructive) as a result
of a past event, it is probable that the Company will be required to settle the obligation, and a reliable
estimate can be made of the amount of the obligation.


Under Solvency II and IFRS, the amount recognised as a provision is the best estimate of the consideration
required to settle the present obligation at the balance sheet date, taking into account the risks and
uncertainties surrounding the obligation. Accordingly, there are no differences between Solvency II and
IFRS.
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D.3.2   Deposits from reinsurers 


The Company has no deposits from reinsurers.


D.3.3   Deferred tax liabilities 


Under Solvency II, deferred tax liability is recognised for the estimated future tax effects of temporary
differences. For further details, please refer to section D.1.3   Deferred tax assets.


The principles under which deferred tax assets and liabilities are recognised under Solvency II (set out
in section D.1.3   Deferred tax assets) are broadly similar to those under IFRS.


The Company does not have a Deferred tax liability under Solvency II or IFRS.


D.3.4   Derivatives 


The Company does not hold any derivatives.


D.3.5   Other financial liabilities 


Other financial liabilities comprise of insurance and intermediaries payables, reinsurance payables, and
payables (trade, not insurance).


Under Solvency II, these are stated at fair value.


Under IFRS, trade and other payables comprise short-term payables which are recorded at cost and are
an approximation of the fair value of these liabilities. Accordingly, there are no differences between
Solvency II and IFRS.


D.3.6   Leasing 


The Company does not hold material leases.


D.3.7   Employee benefits 


The Company has active Group Pension plans for its employees.  


31/12/2017 31/12/2016
Pension benefit obligation Amounts In €m
Present value of Retirement Benefit Obligation 12.0 12.3
Fair Value of Plan assets (8.8) (9.4)
Total Benefit Obligation 3.2 2.9


Investment assets of  €8.8m for 2017 (2016: €9.4m) cover the liability of the aforementioned Group
Pension plan and are included in the Investment Contract Liabilities in the Balance Sheet. 


On the 12th of November 2012, a new law (4093/2012) came into effect and reduced the provision for
personnel reimbursement due to exit from employment in case of redundancy or retirement according
to Law 2112/2012. According to the new law, the maximum amount of personnel reimbursement due to
redundancy, is limited to 12 salaries instead of 24 salaries. Moreover, the new law allows for employees
who on the 12th of November 2012 completed 17 or more years of service for the same employer, the
redundancy reimbursement is limited to one extra salary for every year completed, up to 24 salaries. In
case of redundancy, the extra salary is capped at €2,000.







Assumptions 31/12/2017 31/12/2016
Discount Rate 1.75% 1.5%
Future Salary Increase 1.0% 1.0%
Liability duration in years 11.4 11.4
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D.3.8   Risk management 
Information on risks relating to underwriting and reserving, asset-liability management, investment risk
management and liquidity risk management and set out in section C Risk Profile.


D.3.9   Level of uncertainty associated with other liabilities 


Due to the short term nature of the other liabilities obligations the timing of outflows of economic benefits
is known with reasonable certainty. 


D.4   Alternative methods for valuation 


Information in relation to assets that are not valued using quoted prices is set out in Section D.1.4.


D.5   Any other information 


All information has been disclosed in the preceding sections.







E   Capital Management 
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E.1   Own funds 


E.1.1   METLIFE LIFE INSURANCE S.A. approach to capital management 
The responsibility for capital management within the Company rests ultimately with the Board of Directors.
The  strategic objective of capital management is three fold:


1. Regulatory compliance - to ensure compliance with regulatory capital requirements;
2. Efficient allocation - to manage and allocate capital efficiently to achieve sustainable returns


and facilitate growth objectives;
3. Financial strength - to ensure access to capital on competitive terms, so that the overall


cost of capital is minimized.
Taken together, these strategic goals strengthen the Company’s ability to withstand losses from adverse
business and market conditions, enhance its financial flexibility and serve the interests of stakeholders
as well as clients.


The capital management policy is ownership of the Company’s Chief Risk Officer (CRO). The CRO is
responsible for adopting, maintaining and updating the Capital Management Policy, which is reviewed
annually and approved by the Board


Capital management is seen in the context of the wider MetLife European and worldwide Group. The
Finance Function develops and maintains the medium term capital planning considering the business
and risk strategies. Risk Management, Investments, Finance and Actuarial Functions provide input in the
capital planning process.


The capital planning process takes into account the following:


1. The most recent business plan; 
2. Any known structural changes that are expected to affect the capital position but are not


yet reflected in the actuarial models (e.g. material update in actuarial assumptions).
3. Material new business.
4. Any known management actions that are expected to materially affect the capital position.
5. Any known external developments that are expected to materially affect the capital position.
6. The planned dividend payments and any scheduled capital increases.
7. The outcome of the most recent Solvency II runs and ORSA results. 


The capital plan is refreshed on a quarterly basis or more frequently to ensure its on-going appropriateness.
The FRC reports the Company's capital position to the Board on a quarterly basis. The Risk Management
Function, with the support of Actuarial, Investments and Finance Functions is responsible to prepare the
internal reports for the FRC and the Board.


E.1.2   Reconciliation of equity under IFRS to excess of assets over liabilities under
Solvency II 
Own funds under Solvency II are different to the shareholders' equity in the financial statements prepared
under IFRS. The table summarises the differences as at December 31, 2017:







Section €m €m
Assets under IFRS valuation D.1 1,684.9
Liabilities under IFRS valuation D.3 1,416.7
Equity per the IFRS financial statements 268.2


·  Valuation differences on technical provisions (net) D.2.14 91.2
·  Write off of deferred acquisition costs D.1.1 (19.5)
·  Write off of intangible assets D.1.2 (0.8)
·  Increase in deferred tax liability D.3.3
·  Adjustment to Loans and Mortgages D.1.7
·  Economic value adjustment to properties D.1.5 1.8
·  Other adjustments 0.2
·  Valuation difference on participations D.1.5.2


72.9


Assets under Solvency II valuation D.1 1,664.7
Liabilities under Solvency II valuation D.3 1,323.7
Excess of assets over liabilities under Solvency II 341.0


Differences occur from different valuation bases used for Solvency II reporting compared with IFRS. See
the sections referenced above for details of the valuation differences.
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E.1.3   Composition and quality of own funds 


Own funds items are classified in Tiers, in accordance with their characteristics and loss absorbing
features:


◦ Basic Tier 1: can include fully paid in items, such as share capital and related share premium
account, reconciliation reserves, preference shares, surplus funds and paid in subordinated
liabilities. Tier 1 basic own funds items exhibit specific loss absorbency. It ranks after all other
claims. It does not include features which may cause or accelerate the insolvency of the insurer,
it is immediately available to absorb losses and it absorbs losses if there is non-compliance with
the SCR. 


◦ Basic Tier 2: can include partially paid in items, such as share capital and related share premium
account, preference shares as well as subordinated liabilities. Tier 2 basic own funds items rank
after all claims of policyholders, beneficiaries and non-subordinated creditors. It has similar
characteristics with Tier 1 capital but may include some degree of flexibility, including in terms of
maturity, limited incentive to redeem and potential step up features. Its distribution is constrained
by the coverage of SCR. 


◦ Basic Tier 3: Can include net deferred tax assets, preference shares as well as subordinated
liabilities. Tier 3 basic own funds capital ranks after all claims of policyholders, beneficiaries and
non-subordinated creditors. It has similar characteristics with Tier 2 capital but may include even
greater degree of flexibility, related to maturity, incentive to redeem and other features. Unlike
Tier 2, distributions related to Tier 3 capital is constrained by the coverage of MCR. 


◦ Ancillary Own Funds: can include unpaid and uncalled items, legally binding commitments, letters
of credit and guarantees. The classification of ancillary own funds is restricted to Tier 2 and Tier
3 and depends on whether the characteristics of these items (once called up / paid up) are similar
to those of Tier 1 or Tier 2 basic own funds.







The Company recognizes in its basic own funds:


• the paid-in ordinary share capital and the related share premium account;


• the reconciliation reserve resulting from the excess of assets over liabilities, valued in accordance
with Solvency II valuation guidelines;


• the amount equal to the value of net deferred tax asset. 


The Company does not recognize in its capital structure any items qualifying as ancillary own funds
capital under the Solvency II Directive (e.g. letters of credit and guarantees unpaid share capital etc.).


All of the Company's own funds are categorised as Tier one for Solvency II purposes, with the exception
of net deferred tax assets, which are categorised as Tier three and account for € 81million.
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E.1.4   Capital instruments in issue 


Most of the Company's capital is classified as Tier 1 with an exception on the Net DTA coming primarily
from the participation in the Private Sector Involvement (PSI) of the Greek debt relief in 2012.


Instrument Tier Amount in Issue (€m)
Ordinary share capital Tier One 77.9
Share Premium related to Share Capital Tier One 274.4
Reconciliation reserve before deduction for
participations Tier One (107.3)
Net DTA Tier Three 81.0
Total 326.0


The expected profits included in future premiums (EPIFP) account for € 40.4 M


E.1.5   Movement in Own Funds 


Calculation based on Transitional Measures application:


31-Dec-17 31-Dec-16 Movement
€m €m €m


Basic Own Funds
Tier One 245.0 265.1 (20.1)
Tier Two — — —
Tier Three 81.0 77.2 3.8
Total Basic Own Funds 326.0 342.3 (16.3)


Calculation based on Risk-Free plus Volatility Adjuster:


31-Dec-17 31-Dec-16 Movement
€m €m €m


Basic Own Funds
Tier One 130.6 119.1 11.5
Tier Two — — —
Tier Three 81.0 77.2 3.8
Total Basic Own Funds 211.6 196.3 15.3


The Total Basic Own Funds between 2016 and 2017 have increased mainly due to the below reasons:
1. The shrinkage of the credit spreads in the corporate securities.
2. The increase of the risk free interest rates.
3. The release of tax provisions of € 13million.







E.1.6   Eligible amount of Own Funds to cover Solvency and Minimum Capital
Requirements 


Solvency Capital Requirement (SCR)


The final SCR amounts included in this table and the rest of the report for the current reporting year are
still subject to supervisory assessment. Calculation based on Transitional Measures application:


31-Dec-17 31-Dec-16 Movement
€'m €'m €'m


Eligible own funds
Tier One 245.0 265.1 (20.1)
Tier Two — — —
Tier Three 13.5 14.5 (1.0)
Total eligible own funds 258.5 279.6 (21.1)


SCR 90.2 96.7 (6.5)


Calculation based on Risk Free plus Volatility Adjuster:


31-Dec-17 31-Dec-16 Movement
€'m €'m €'m


Eligible own funds
Tier One 130.6 119.1 11.5
Tier Two — — —
Tier Three 20.4 18.3 2.1
Total eligible own funds 151.0 137.4 13.6


SCR 136.0 121.8 14.2


Solvency Ratio


Calculation based on Transitional Measures: 


31-Dec-17 31-Dec-16 Movement
€'m €'m €'m


Total own funds 326.0 342.3 (16.3)


Less:


Non Eligible Funds 67.5 62.7 4.8


Total eligible own funds 258.5 279.6 (21.1)


SCR 90.2 96.7 (6.5)
Solvency Ratio 286.7% 289.2% (2.5)%
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Calculation based on Risk Free plus Volatility Adjuster:


31-Dec-17 31-Dec-16 Movement
€'m €'m €'m


Total own funds 226.6 196.3 30.3


Less:


Non Eligible Funds 75.6 58.9 16.7


Total eligible own funds 151.0 137.4 13.6


SCR 136.0 121.8 14.2
Solvency Ratio 111.0% 112.7% (1.7)%


Minimum Capital Requirement (MCR)


The final MCR amounts are included in the below table:


Calculation based on Transitional Measures application:


31-Dec-17 31-Dec-16 Movement
€'m €'m €'m


Eligible own funds


Tier One 245.0 265.1 (20.1)


Tier Two — — —
Tier Three — — —
Total eligible own funds 245.0 265.1 (20.1)


MCR 36.5 36.1 0.4


Calculation based on Risk-Free plus Volatility Adjuster:


31-Dec-17 31-Dec-16 Movement
€'m €'m €'m


Eligible own funds
Tier One 130.6 119.1 11.5
Tier Two — — —
Tier Three — — —
Total eligible own funds 130.6 119.1 11.5


MCR 40.7 41.5 (0.8)
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E.1.7   Reconciliation reserve - key elements 


Reserve item Amount
€'m


Excess of assets over liabilities 341.0
Own shares (included as assets on the balance sheet) —
Forseeable dividends, distributions and charges 15.0
Other basic own funds items 433.3
Adjustment for restricted own fund items of MAPs and RFFs —
Reconciliation reserve before deduction for participations (107.3)
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E.1.8   Transitional arrangements 


The Company has not reported transitional arrangements


E.1.9   Ancillary Own Funds 


The Company has no Ancillary Own Funds.


E.1.10   Restrictions and deductions from Own Funds 


The Company's Deferred tax asset (DTA) is restricted for the purposes of calculating the eligibility of own
funds to cover the Solvency Capital Requirement (SCR). 


The DTA is € 81million with € 67million not available to meet the SCR for Solvency II reporting.


E.1.11   Own Funds - Ring Fenced Funds (RFF) 
The Company has no Ring Fenced Funds.


E.1.12   Own Funds - Planning and Management 
The Company's capital projection does not include any plan or intention to redeem or repay any of its
capital items over the current and projected planning horizon or to raise additional own funds. Included
within Own Funds are the following capital instruments: 


Tier One
Ordinary share capital


Shareholders' paid in capital. Unconditionally and
immediately available to absorb losses; undated
and only redeemable at the option of the Company
and subject to prior supervisory approval.


Perpetual preference
shares No


Tier Two Subordinated debt No


Tier Three Deferred Tax Assets
Tax assets granted to the Company by the State
due to its participation in the Private Sector
Involvement in the restructuring of Greek sovereign
debt.


The Finance and Risk Functions develop and maintain the medium term capital planning considering the
business and risk strategies. Risk Management, Investments and Actuarial Functions provide input in
the capital planning process. The capital plan is refreshed on a quarterly basis or more frequently to
ensure its on-going appropriateness and shared on country and regional level. 


E.2   Solvency Capital Requirement and Minimum Capital Requirement 







E.2.1   METLIFE LIFE INSURANCE S.A. approach to Solvency Capital Requirement and
Minimum Capital Requirement 


The Required Capital is a measure of capital resources that the Company needs to maintain, subject to
specific regulatory and internal limits. For the purpose of this policy the Company recognizes two forms
of required capital, the Minimum Capital Requirements (MCR) and the Solvency Capital Requirements
(SCR). Both measures are defined in the context of Solvency II Standard Formula.


Available Capital / Own Funds is a measure of the capital resources that the Company has in order to
cover the MCR and SCR. The available capital is defined in the context of Own Funds under the Solvency
II Directive.


The Company has a strategic approach towards the cover of the Solvency Capital Requirement and the
Minimum capital Requirement whose objectives are: 


• To ensure regulatory compliance;
• To allow efficient allocation of capital and
• To control the overall cost of capital. 


Taken together, these strategic goals strengthen the Company’s ability to withstand losses from adverse
business and market conditions, enhance its financial flexibility and serve the interests of stakeholders.


Eligibility and Limits applied by the law


As far as the SCR is concerned, the eligible amount of capital is subject to all of the below described
quantitative limits:


• The eligible amount of Tier 1 items shall be at least 50% of the SCR.
• The sum of the eligible amounts of Tier 2 and Tier 3 items shall not exceed 50% of the SCR.
• The eligible amount of Tier 3 items shall not exceed the threshold of 15% of the SCR. 


As far as compliance with the MCR is concerned, the eligible amounts of capital shall be subject to all of
the below described quantitative limits:


• The eligible amount of Tier 1 items shall be at least 80% of the MCR.
• The eligible amounts of Tier 2 items shall not exceed 20% of the MCR. 
• Tier 3 capital is not an eligible capital to cover MCR


All the Capital Requirements and own funds have been calculated at 31 December 2017. The previous
valuation relates to 31 December 2016.


General disclosure


Statement of compliance


The directors of the Company confirm that the solvency capital requirements of the Company have been
calculated in accordance with the requirements of the 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).


The Company is well capitalised on the year ending 31/12/2017 under all the Solvency II valuation basis


• Under the Risk Free term structure with coverage 108% 
• Under the Volatility Adjusted Risk Free term structure with coverage 111%
• Under the Transitional Measures with coverage 287% 


Local, Regional and Corporate management executives have been closely monitoring the evolution of
the capital position of the Company within 2017 which exhibits improvement as compared to the previous
year's position under all measurement bases.
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Reporting currency


All reporting figures have been calculated in Euro for the Company.


Calibration of stresses


The Company has adopted the “Standard Formula” approach. This method uses stresses for each of
the individual risks as calibrated, approved and published by EIOPA. EIOPA also provides the standard
correlation matrices for the purpose of aggregation.


Use of Matching Adjustments


No Matching Adjustments have been used.
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E.2.2   Overview of SCR standard formula calculation 


This section details the capital requirements for the Company. The assessment of the SCR using the
standard formula approach is based on a modular approach consisting of a core of life; non-life; market;
health and counterparty default risks with associated sub-modules. These are aggregated in the standard
formula using correlation matrices, both at the sub-module and the main module level. An intangible asset
module is then added (uncorrelated) to give the BSCR. The operational risk component and adjustments
for risk absorbing effect of future profit sharing and deferred taxes are then allowed for, to give the overall
SCR.
Hence, the Solvency Capital Requirement (SCR) is calculated as follows:


SCR = BSCR - Adj + SCRop;


Where


SCR = The Overall Standard Formula Capital Charge;


BSCR = Basic Solvency Capital Requirement;


Adj = Adjustment for Risk Absorbing Effect of Future Profit Sharing and Deferred Taxes; and


SCRop = The Capital Charge for Operational Risk.


Here, the “delta-NAV” (∆NAV) approach is used for capturing the impact of the underlying risk module.
Note that the expression ∆NAV has a sign convention whereby positive values signify a loss. 


In order to calculate ∆NAV, the base scenario as well as the stressed assets and liabilities will need to
be calculated. The cashflows for each of these scenarios is then discounted to determine the
corresponding present value of assets and liabilities. The difference between the base and the stressed
assets and liabilities is the ∆NAV.


The ∆NAV is based on the Solvency II balance sheet that excludes the risk margin component of the
technical provisions (i.e. uses only the best estimate liability component of the technical provisions).
Furthermore when calculating ∆NAV the following need to be allowed for:


• Where risk mitigation techniques are used in the calculation of the SCR, the scenarios required
for the calculation of the market risk module incorporate its effect; 


• The impact of hedging instruments where a financial risk mitigation instrument has been utilized;


• The revaluation of technical provisions allowing for any relevant adverse changes in the option
take-up behaviour of policyholders in the scenario


Undertaking-Specific Parameters (USP) in SCR calculation


The Company is not using undertaking-specific parameters pursuant to Article 104(7) of Directive
2009/138/EC.







E.2.3   SCR results 


The following table gives the amounts of the SCR components. 


Calculation based on Transitional Measures application:


31-Dec-17 31-Dec-16
€m €m


Market risk 61.4 68.4
Counterparty default risk 5.2 5.6
Life underwriting risk 28.5 25.4
Health risk 15.1 18.9
Non-life underwriting risk — —
Diversification (28.6) (30.1)
Intangible asset risk — —
Basic SCR 81.6 88.3
Operational risk 8.8 8.4
Adjustment for the loss absorbing capacity of technical provisions (0.3) (0.2)
Adjustment for the loss absorbing capacity of deferred taxation — —
Diversified SCR, excluding capital add-on 90.2 96.5
Capital add-on — —
SCR 90.2 96.5


Calculation based on Risk-Free plus Volatility Adjuster:


31-Dec-17 31-Dec-16
€m €m


Market risk 64.7 69.1
Counterparty default risk 5.2 5.5
Life underwriting risk 86.6 62.5
Health risk 14.3 18.9


Non-life underwriting risk


Diversification (43.4) (42.5)
Intangible asset risk
Basic SCR 127.4 113.5
Operational risk 8.8 8.4
Adjustment for the loss absorbing capacity of technical provisions (0.2) (0.1)
Adjustment for the loss absorbing capacity of deferred taxation — —
Diversified SCR, excluding capital add-on 136.0 121.8
Capital add-on
SCR 136.0 121.8
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The major effect between the years are as following:


1. The volatility adjustment exhibited low reduction from the 13 bps of the end of 2016 to 4 bps on
the end of 2017. This means that the volatility adjustment is now immaterial and the results are
very close to the risk free rates.


2. The risk free term structure increased in the Euro rates between 2016 and 2017 driving the liability
base and the capital requirements lower as a result of higher discount effect. The increase was
not that important so the effect was only marginal.


3. Increasing pattern was also observed in the Life Underwriting risk for two reasons:
a. Adoption for the first time of the lapse down shock on the annuitisation option on the


business that offer this option. This resulted in a large capital increase of a magnitude
of more than  € 30million before diversification under the risk free and the risk free & VA.
Under the TM calculations the effect was mostly absorbed due to the larger discount
factor applied. This discount factor is in cases higher than the technical interest rate itself
making the company indifferent of the policyholder optionality.


b. Higher persistency in the high guarantees old products as result of the very low interest
rate environment that prohibits any competitive alternatives. These old products already
loss making drive the lapse down risk in extreme levels and boost the total Life
Underwriting risk.


4. Market Risk was limited mainly because of:
a. The reinvestment strategy that is turning towards government bonds that do not bear


any capital charges resulting from the credit spread.
b. The strategy adopted by the Company towards the spread risk shock which was focused


in optimizing the asset portfolio together with the relevant liabilities. This strategy resulted
in savings of nearly € 16million of non diversified capital within 2017.


5. Counterparty default risk was mostly non changed between the years.


6. Health Risk improved within the year due to better experience and assumptions.


7. The operational risk capital is calculated based on factors applied to the technical provisions and
premiums for each line of business underwritten and is also mostly stable.


Capital Add-Ons


The Company is not subject to any capital add-on based on instructions from the supervisor.
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E.2.4   Market risk 


The capital requirement for market risk is calculated by stressing the underlying assets and liabilities,
and comparing the movement in NAV to the basic initial Own Funds. For collective investment funds
where the Company has sufficient information, a look through approach has been applied allocating
investments to the appropriate categories of assets. However, for a number of funds the assets within
are not sufficiently defined. For these funds, the Company has used the investment mandate to
approximate the underlying assets. Wherever this is not possible the Company following the relevant
directive applies the equity shock holding additional capital until a thorough look through approach is in
place.


The capital requirements for each sub-module within the market risk module and the corresponding
diversification benefit are detailed in the following table. The results are shown gross and net of
management actions after adjusting for the value of future discretionary benefits:







Calculation based on Transitional Measures application:


Market Risk
31-Dec-17 31-Dec-16


Gross €m Net €m Gross €m Net €m
Interest rate - Down — — — —
Interest rate - Up 17.2 17.1 21.8 21.7
Equity 17.3 17.4 9.5 9.5
Property 2.2 2.2 2.2 2.2
Spread 42.7 42.3 54.5 54.3
Concentration 0.9 0.9 0.5 0.5
Currency 2.1 2.1 5.1 5.1
Diversification Benefits (20.9) (20.9) (24.9) (24.8)
Market Risk SCR 61.4 61.1 68.7 68.4


Calculation based on Risk-Free plus Volatility Adjuster:


Market Risk 31-Dec-17 31-Dec-16
Gross €m Net €m Gross €m Net €m


Interest rate - Down 10.0 10.1 7.3 7.4
Interest rate - Up — — — —
Equity 17.3 17.4 10.2 10.2
Property 2.2 2.2 2.2 2.2
Spread 42.6 42.2 54.5 54.2
Concentration 0.9 0.9 0.5 0.5
Currency 2.1 2.1 4.1 4.1
Diversification Benefits (10.4) (10.5) (9.7) (9.7)
Market Risk SCR 64.7 64.4 69.1 68.9
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E.2.5   Health risk 


The Company has calculated the Health Risk SCR module for its existing business categorizing the
portfolio as being treated as Similar to Life. The Company has a large portfolio of accident and health
covers sold as rider covers as well as stand alone policies. The major separation of the business is
between the medical and non medical covers.


The Company has a new applied strategy on the medical business focusing on yearly renewable term
contracts and abandoning the new sales in the long term health business as they are more capital
intensive. The yearly renewable term contracts are subject to annual repricing so that the risk is completely
met by the premiums. The Company also maintains a large portfolio of older medical business of long
term nature that is entry age business but is subject to annual indexation. The Company has carefully
examined this portfolio and has assessed that the indexation fully reflects the risk anticipated by these
contracts. Both of the yearly renewable term medical business as well as the old medical business that
are eligible for annual indexation and are considered to bare no more risk than what the indexation can
cover are projected with a contract boundary of one year so the capital needs are driven by a potential
loss of only the forthcoming year.


Additional to that the Company maintains a small part of older medical portfolio that is either non indexable
or the indexation is not considered adequate to cover all future risk arising from these portfolio. These
contracts are projected full term without any contract boundary and they build up a liability based on the
best estimate assumptions of the future cash outflows in the same manner as the Life Contracts.







These are more capital intensive products as a number of shocks adversely affect the Company's own
funds. It has to be noted that the Company on all its portfolios of medical business actively monitors the
loss ratio index and applies a risk mitigating strategy in an array of actions. This focuses on gate keeping
of the medical expenses, negotiations with hospitals, managing the deductibles levels to keep the
performance of the portfolio to acceptable levels together with providing a spectrum of valid alternatives
to the policyholders. The non-medical portfolio is mostly accidental covers with low loss ratio that due to
the nature of the business are fully projected without any contract boundaries and generate significant
earnings. 


Calculation based on Transitional Measures is not applicable for Health Risk. Calculation based on Risk-
Free plus Volatility Adjuster:


Health risk 31-Dec-17 31-Dec-16
Gross €m Net €m Gross €m Net €m


SLT Health Mortality 0.6 0.6 0.7 0.7
Longevity 0.2 0.2 0.2 0.2
Morbidity 4.3 4.3 5.2 5.2
Lapse 12.7 12.7 17.1 17.1
Expenses 1.1 1.1 1.4 1.4
Revision — — — —
Diversification Benefits (4.6) (4.6) (5.7) (5.7)


CAT Mass accident risk 0.7 0.7 0.1 0.1
Accident concentration risk (0.4) (0.4) 0.4 0.4
Pandemic risk 0.2 0.2 — —
Diversification Benefits (0.1) (0.1) (0.1) (0.1)


Non-SLT Health Premium and Reserve
Lapse
Diversification Benefits


Diversification within
module (0.3) (0.3) (0.3) (0.3)
Health Underwriting
Risk SCR 14.3 14.3 18.9 18.9


The most significant risks are: 
• Lapse risk arising from the lapse up shock when applied to the non medical business as this will


affect the own funds by deteriorating the future results.
• Morbidity risk arising from the medical portfolios both long term and yearly renewable or contract


bounded.
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E.2.6   Life underwriting risk 


The scope of Life underwriting risk includes all the life insurance and life reinsurance obligations. The
capital requirements at each sub-module, and the corresponding diversification benefits is detailed in the
following table for the life underwriting risks. Calculation based on Transitional Measures application:







Life Underwriting risk
31-Dec-17 31-Dec-16


Gross €m Net €m Gross €m Net €m
Mortality 1.3 1.3 1.1 1.1
Longevity 8.8 8.8 11.2 11.2
Disability 0.1 0.1 0.1 0.1
Morbidity 0.1 0.1 0.1 0.1
Lapse (Up) 7.5 7.5 7.8 7.8
Lapse (Down) 21.1 21.1 17.0 17.0
Lapse (Mass) 12.9 12.9 15.1 15.1
Expenses 5.8 5.8 4.7 4.7
Revision — — — —
CAT 1.0 1.0 0.7 0.7
Diversification Benefits (9.5) (9.5) (9.4) (9.4)
Life Underwriting Risk SCR 28.5 28.5 25.4 25.4


Calculation based on Risk-Free plus Volatility Adjuster:


31-Dec-17 31-Dec-16
Gross €m Net €m Gross €m Net €m


Mortality 1.4 1.4 1.3 1.3
Longevity 14.5 14.5 17.6 17.6
Disability 0.1 0.1 0.1 0.1
Morbidity 0.1 0.1 0.1 0.1
Lapse (Up) 4.0 4.0 3.2 3.2
Lapse (Down) 77.9 77.9 52.7 52.7
Lapse (Mass) 7.9 7.9 8.2 8.2
Expenses 6.7 6.7 5.2 5.2
Revision — — — —
CAT 0.9 0.9 0.7 0.7
Diversification Benefits (14.9) (14.9) (15.0) (15.0)
Life Underwriting Risk SCR 86.6 86.6 62.5 62.5


The most important risks that the Company takes under the Life Underwriting risk module are the Longevity
and the Lapse Down risks. Both are associated to the old guaranteed loss making portfolios of ordinary
life and deferred annuities and they both follow the same pattern of increase when the interest rates are
decreasing. 


The Lapse Down shock is more volatile on the level of interest rates dropping faster when interest rates
increase and this is because after a specified limit close to the guaranteed interest rate of each product
sold the specific shock will be zero.
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E.2.7   Non-life underwriting risk 


The Company does not bear Non Life underwriting risk







E.2.8   Counterparty default risk 


The scope of the counterparty default risk module includes reinsurance arrangements, derivatives and
receivables from intermediaries.                                                                     


The input for Type 1 exposure comprises amounts recoverable from reinsurers, market value of
derivatives, risk-adjusted value of collateral/securitisation, value of guarantees, risk mitigating effects not
already taken into account of the capital requirement for underwriting and market risks and rating of the
counterparties.


The input for Type 2 exposure comprises of exposures which are usually diversified and where
counterparty is likely to be unrated, as well as receivables due for more than 3 months. In particular this
includes receivables from intermediaries, policyholder debtors and deposits with institutions.


Calculation based on Transitional Measures application:


Counterparty default risk 31-Dec-17 31-Dec-16
€'m €'m


Total Type 1 exposure 1.9 3.5
Total Type 2 exposure 3.6 2.5
Diversification within module (0.3) (0.4)
Counterparty default risk SCR 5.2 5.6


Calculation based on Risk-Free plus Volatility Adjuster:


Counterparty default risk 31-Dec-17 31-Dec-16
€'m €'m


Total Type 1 exposure 1.9 3.4
Total Type 2 exposure 3.6 2.5
Diversification within module (0.3) (0.4)
Counterparty default risk SCR 5.2 5.5


The level of the shock is mostly unchanged as the exposure is not changing drastically through the year
and the shock does not depend on the interest rates level.
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E.2.9   Operational risk 


31-Dec-17 31-Dec-16


€'m €'m


Operational risk SCR 8.8 8.4


No changes through the year - the shock is mostly steady reflecting the same level of operational risk
between 2016 and 2017. The shock was not affected by the use of the transitional measures as it is not
depending on the level of discount rates.


E.2.10   Treatment of participating business 


The Company has a Long Term guaranteed portfolio that participates in the Company's surplus investment
profits on top of the guaranteed interest rate. This portfolio comprises mostly with the Ordinary Life
traditional business as well as the Deferred Annuity business on individual level. On group level the
Company maintains specific defined contribution and defined benefit business with interest rate
guarantees. 







The strategic view of the Company is to defocus from guaranteed participating business as the interest
rates environment does not allow the Company to serve the policyholders in a way that meets their needs
when it comes to guarantees. Instead the Company focuses in protection products as well as investment
products with low capital needs. 


The already existing portfolio of participating business when projected takes into account the feature of
interest participation as well as the policyholder behavior when it comes to response to the interest rate
environment.


The Company is on the process to model the stochastic approach of the portfolio so that it can better
reflect the cash flows stemming out of this portfolio
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E.2.11   Risk mitigation techniques and future management actions 


Treatment of risk mitigation techniques


The Company uses reinsurance as primary risk mitigation technique. The reinsurance receivables is
treated as an asset under the Solvency II balance sheet after being calculated through the modeling of
the reinsurance treaties within the projected cash flows of the liabilities.


Under all the relevant shocks within the standard formula the reinsurance receivables is recalculated and
its difference with the initial position within the asset side is used to absorb a part of the losses caused
by the shocks.


This requires amounts recoverable from reinsurance to be calculated consistently with the contract
boundaries of the insurance policies to which the amounts relate. The reinsurance recoverable should
allow for relevant cash flows within the contract boundary of the Best Estimate Liabilities, but the contract
boundary of the reinsurance recoverable may be shorter than that of the BEL. This only includes cash
flows where there is a genuine transfer of risk and for unsettled insurance claims. Payments in relation
to other events including settled insurance claims are accounted for outside the reinsurance recoverable.


The adjustment for expected losses due to a reinsurer default (the cost of default) is calculated separately
from the rest of the amounts recoverable. This is the difference between the PV of cash flows if reinsurer
does not default less the corresponding value for default. 


The cost of default does not allow for risk mitigation arrangements that reduce the credit risk of the
reinsurer except for collateral. The recovery rate is capped at 50% of the reinsurance recoverable (before
the cost of default), unless there is a reliable alternative basis for assessment.


Treatment of future management actions


The Company has not allowed for future management actions in the SCR calculation.


E.2.12   Simplifications 


No simplifications have been used through the calculations of either Technical Provisions or the Capital
requirements.







E.3   Use of the duration-based equity risk sub-module in the calculation of the
Solvency Capital Requirement 
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E.3.1   Use of the duration-based equity risk sub-module in the calculation of the Solvency
Capital Requirement 
The Company has not used the duration based equity risk sub module.


E.4   Differences between the standard formula and any internal model used 


The Company has not implemented internal model calculations and does not use a different approach
in any of the risks calculated other than the ones specified in the Standard Formula (SF).


E.5   Non-compliance with the Minimum Capital Requirement and non-
compliance with the Solvency Capital Requirement 
The Company has had Own Funds in excess of both the SCR and MCR requirements over the reporting
year.







Glossary of terms


Abbreviation Term


A&H Accident and Health


ALICO American Life Insurance Company


ALM Asset Liability Management


BCP Business Continuity Plan


BEL Best Estimate Liability


Board The Company's Board


BoG National Bank of Greece


BSCR Basic Solvency Capital Requirement


CF Controlled Function


CFO Chief Finance Officer


Chairman Chairman of the Company's Board


CoC Cost of Capital


Company MetLife Greece Life Insurance Company S.A.


CRM Compliance Risk Management


CRO Chief Risk Officer


CSA Credit Support Annexes


DAC Deferred Acquisition Costs


DR Disaster Recovery


DtC Direct to Consumer


EB Employee Benefits


EEA European Economic Area
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Abbreviation Term


EIB Excess Interest Benefit


EIOPA European Insurance and Occupational Pensions Authority
(European Regulatory Authority)


EMEA Europe, Middle East and Africa


ERSA Enterprise Risk Self Assessment


ESG Economic Scenario Generator


EV Expected Value / Embedded Value


F2F Face to Face


FRC Finance and Risk Committee


GAAP Generally Accepted Accounting Principles


HO Home Office


HR Human Resources


IC Investment Committee


IFRS International Financial Reporting Standards


ISDA International Swaps and Derivatives Association


IT Information Technology


MAP Matching Adjustment Portfolio


MCR Minimum Capital Requirement


MetLife Greece MetLife Greece Life Insurance Company S.A.


MEUHC MetLife European Union Holding Company


NAV Net Asset Value


NCA National Competent Authority, for MetLife Greece Life Insurance
Company S.A. this is Bank of Greece (BoG)


ORSA Own Risk Solvency Assessment Process
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Abbreviation Term


PV Present Value


QRT Quantitative Reporting Template


Regulator BoG as the Company's regulator


RFF Ring-fenced Fund


RM Risk Margin


RSR Regular Supervisory Report


SCR Solvency Capital Requirement


SF Solvency II Standard Formula


SFCR Solvency and Financial Condition Report


SLT Similar to Life Techniques


Solvency II European Commission Directive 2009/138/EC on the taking-up and
pursuit of the business of Insurance and Reinsurance


TCF Treating Customers Fairly


TTCB Transforming the Cost Base


UA Unmodelled Adjustments


VA Volatility Adjuster


VOBA Value of Business Acquired


WCE Western and Central Europe
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Appendix


Public QRTs
The Attached document contains the Undertaking's public QRTs
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Solvency II



C0010



Assets



Intangible assets R0030 0



Deferred tax assets R0040 81,010,944



Pension benefit surplus R0050 0



Property, plant and equipment held for own use R0060 9,506,660



Investments (other than assets held for index-linked and unit-linked contracts) R0070 971,672,324



Property (other than for own use) R0080 0



Holdings in related undertakings, including participations R0090 1,452,478



Equities R0100 0



Equities - listed R0110 0



Equities - unlisted R0120 0



Bonds R0130 908,921,181



Government Bonds R0140 270,373,950



Corporate Bonds R0150 638,547,231



Structured Notes R0160 0



Collateralised Securities R0170 0



Collective Investments Undertakings R0180 61,298,666



Derivatives R0190 0



Deposits other than cash equivalents R0200 0



Other investments R0210 0



Assets held for index-linked and unit-linked contracts R0220 521,745,071



Loans and mortgages R0230 19,731,628



Loans on policies R0240 17,666,512



Loans and mortgages to individuals R0250 2,065,117



Other loans and mortgages R0260 0



Reinsurance recoverables R0270 2,396,149



Non-life and health similar to non-life R0280 0



Non-Life excluding Health R0290 0



Health similar to Non-Life R0300 0



Life and health similar to life, excluding health, index-linked and unit-linked R0310 2,425,757



Health similar to Life R0320 1,432,889



Life excluding Health and index-linked and unit-linked R0330 992,869



Life index-linked and unit-linked R0340 -29,608



Deposits to cedants R0350 0



Insurance and intermediaries receivables R0360 15,893,694



Reinsurance receivables R0370 5,960,641



Receivables (trade, not insurance) R0380 27,408,694



Own Shares R0390 0



Amounts due in respect of own funds or initial fund called up but not paid in R0400 0



Scenario 
Year 
Period 
Rep Type 
Rep Unit 
Currency 



: Actual 
: 2017 
: Annual 
: ECB 
: [None] 
: EUR  



  S.02.01.01 



Balance sheet 



METLIFE LIFE INSURANCE S.A. 











Cash and cash equivalents R0410 9,385,907



Any other assets, not elsewhere shown R0420 0



Total Assets R0500 1,664,711,713



Solvency II



C0010



Liabilities



Technical Provisions - Non-life R0510 0



Technical Provisions - Non-Life (excluding Health) R0520 0



TP calculated as a whole R0530 0



Best Estimate R0540 0



Risk Margin R0550 0



Technical Provisions - Health (similar to Non-Life) R0560 0



TP calculated as a whole R0570 0



Best Estimate R0580 0



Risk Margin R0590 0



Technical provisions - Life (excluding index-linked and unit-linked) R0600 769,705,685



Technical Provisions - Health (similar to Life) R0610 -7,201,923



TP calculated as a whole R0620 0



Best Estimate R0630 -12,916,637



Risk Margin R0640 5,714,714



Technical Provisions - Life (excl Health, index linked and unit-linked) R0650 776,907,607



TP calculated as a whole R0660 0



Best Estimate R0670 744,846,701



Risk Margin R0680 32,060,906



Technical provisions - index-linked and unit-linked R0690 499,671,763



TP calculated as a whole R0700 0



Best Estimate R0710 497,814,644



Risk Margin R0720 1,857,119



Contingent liabilities R0740 0



Provisions other than technical provisions R0750 -0



Pension benefit obligations R0760 3,233,037



Deposits from reinsurers R0770 0



Deferred tax liabilities R0780 0



Derivatives R0790 0



Debts owed to credit institutions R0800 0



Financial liabilities other than debts owed to credit institutions R0810 0



Insurance and intermediaries payable R0820 1,996,591



Reinsurance payables R0830 8,963,389



Payables (trade, not insurance) R0840 40,144,373



Subordinated liabilities R0850 0



Subordinated liabilities not in BOF R0860 0



Subordinated liabilities in BOF R0870 0



Any other liabilities not elsewhere shown R0880 0



Total Liabilities R0900 1,323,714,837



Excess of assets over liabilities R1000 340,996,876
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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
Legal expenses 



insurance Assistance Miscellaneous financial 
loss



Non-proportional health 
reinsurance



Non-proportional 
casualty reinsurance



Non-proportional marine, 
aviation and transport 



reinsurance



Non-proportional 
property reinsurance



 C0010  C0020  C0030  C0040  C0050  C0060  C0070  C0080  C0090  C0100  C0110  C0120  C0130  C0140  C0150  C0160  C0200
Premiums written
Gross - Direct business R0110 0 0 0 0 0 0 0 0 0 0 0 0 0
Gross - Proportional reinsurance accepted R0120 0 0 0 0 0 0 0 0 0 0 0 0 0
Gross - Non-proportional reinsurance accepted R0130 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Reinsurer's share R0140 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Net R0200 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Premiums earned
Gross - Direct business R0210 0 0 0 0 0 0 0 0 0 0 0 0 0
Gross - Proportional reinsurance accepted R0220 0 0 0 0 0 0 0 0 0 0 0 0 0
Gross - Non-proportional reinsurance accepted R0230 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Reinsurer's share R0240 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Net R0300 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Claims incurred
Gross - Direct business R0310 0 0 0 0 0 0 0 0 0 0 0 0 0
Gross - Proportional reinsurance accepted R0320 0 0 0 0 0 0 0 0 0 0 0 0 0



Gross - Non-proportional reinsurance accepted R0330 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Reinsurer's share R0340 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Net R0400 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Changes in other technical provisions
Gross - Direct business R0410 0 0 0 0 0 0 0 0 0 0 0 0 0
Gross - Proportional reinsurance accepted R0420 0 0 0 0 0 0 0 0 0 0 0 0 0
Gross - Non-proportional reinsurance accepted R0430 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Reinsurer's share R0440 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Net R0500 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Expenses incurred R0550 1 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 1
Other expenses R1200 0
Total expenses R1300 1



Health insurance Insurance with 
profit participation



Index-linked and unit-
linked insurance



Other life 
insurance



Annuities stemming 
from non-Life 



insurance contracts 
related to health



Annuities stemming from 
non-life insurance contracts 



other than health
Health reinsurance Accepted reinsurance



 C0210  C0220  C0230  C0240  C0250  C0260  C0270  C0280  C0300
Premiums written
Gross R1410 65,514,605 95,899,939 81,999,816 25,021,846 0 0 694,824 509,113 269,640,142
Reinsurer's share R1420 1,843,408 102,833 3,958 5,636,142 0 0 0 0 7,586,341
Net R1500 63,671,197 95,797,106 81,995,858 19,385,704 0 0 694,824 509,113 262,053,801
Premiums earned



Gross R1510 65,524,369 95,951,119 81,998,906 24,985,532 0 0 694,824 509,113 269,663,863
Reinsurer's share R1520 1,841,655 102,833 3,958 5,644,447 0 0 0 0 7,592,893
Net R1600 63,682,714 95,848,286 81,994,948 19,341,085 0 0 694,824 509,113 262,070,970
Claims incurred
Gross R1610 42,333,876 106,656,840 34,982,113 13,665,971 0 0 522,297 790,262 198,951,359
Reinsurer's share R1620 -380,388 -0 0 -172,059 0 0 0 0 -552,448
Net R1700 42,714,265 106,656,840 34,982,113 13,838,030 0 0 522,297 790,262 199,503,807
Changes in other technical provisions
Gross R1710 -8,238,987 -17,845,703 -24,459,840 1,728,394 0 0 0 0 -48,816,136
Reinsurer's share R1720 -1,077,723 0 0 -4,161,172 0 0 0 0 -5,238,895
Net R1800 -7,161,263 -17,845,703 -24,459,840 5,889,565 0 0 0 0 -43,577,241
Expenses incurred R1900 9,361,616 29,634,963 5,178,139 3,186,628 0 0 0 0 47,361,344
Other expenses R2500 -0
Total expenses R2600 47,361,344



Line of Business for Non-Life obligations Line of Business for accepted non-proportional reinsurance



Non-Life insurance



Line of Business for Life obligations Line of Business for Life reinsurance obligations



Life insurance



 
Period 
Rep Type 
Currency 



  
: Annual 
: SII 
: EUR 
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Premiums, claims and expenses by Line of Business 



S0501 1 of  1 2017-04-20 



METLIFE LIFE INSURANCE S.A. 











Index-linked and unit-linked 
insurance without options and 



guarantees



Index-linked and unit-linked 
insurance with options and 



guarantees



Other insurance without 
options and guarantees



Other insurance with options and 
guarantees



C0020 C0030 C0040 C0050 C0060 C0070 C0080 C0090 C0100 C0150



Life and Health SLT Technical Provisions



Technical Provisions calculated as a whole R0010 0 0 0 0 0 0
Total Recoverables from reinsurance/SPV and Finite Re after adjus R0020 0 0 0 0 0 0



Technical provisions calculated as a sum of BE and RM



Gross Best Estimate R0030 746,318,894 344,842,030 152,972,614 -1,472,193 0 0 0 1,242,661,345
Total Recoverables from reinsurance/SPV and Finite Re after adjus R0080 56,969 -1,455 -28,153 935,900 0 0 0 963,261
Best estimate minus recoverables from reinsurance/SPV and Finite R0090 746,261,926 344,843,485 153,000,767 -2,408,093 0 0 0 1,241,698,084



Risk Margin R0100 31,604,800 1,857,119 456,106 0 0 33,918,025



Amount of the transitional on Technical Provisions



Technical Provisions calculated as a whole R0110 0 0 0 0 0 0
Best Estimate R0120 0 0 0 0 0 0 0 0
Risk Margin R0130 0 0 0 0 0 0
Technical Provisions - total R0200 777,923,694 499,671,763 -1,016,087 0 0 1,276,579,370



Health insurance without options 
and guarantees



Health insurance with options and 
guarantees



C0160 C0170 C0180 C0190 C0200 C0210



Technical Provisions calculated as a whole R0010 0 0 0 0
Total Recoverables from reinsurance/SPV and Finite Re after adjus R0020 0 0 0 0



Technical provisions calculated as a sum of BE and RM



Gross Best Estimate R0030 12,270,818 -25,187,454 0 0 -12,916,637
Total Recoverables from reinsurance/SPV and Finite Re after adjus R0080 2,128,264 -695,375 0 0 1,432,889



Best estimate minus recoverables from reinsurance/SPV and Finite R0090 10,142,554 -24,492,079 0 0 -14,349,525



Risk Margin R0100 5,714,714 0 0 5,714,714



Amount of the transitional on Technical Provisions



Technical Provisions calculated as a whole R0110 0 0 0 0
Best Estimate R0120 0 0 0 0 0
Risk Margin R0130 0 0 0 0



Technical Provisions - total R0200 -7,201,923 0 0 -7,201,923



Insurance with profit 
participation



Index-linked and unit-linked insurance Other life insurance Annuities 
stemming 



from non-life 
insurance 



contracts other 
than health



Accepted life 
reinsurance



Total (Life other than 
health insurance, incl. 



Unit-Linked)



Health insurance total Annuities stemming from 
non-Life insurance 
contracts related to 



health



Health reinsurance Total Health (similar to Life)



Scenario 
Year 
Period 
Rep Type 
Rep Unit 
Currency 



: Actual 
: 2016 
: Quarter 4 
: SII 
: [None] 
: EUR  
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Life and Health SLT Technical Provisions 
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METLIFE LIFE INSURANCE S.A. 











Amount with Long Term 
Guarantee measures and 



transitionals



Impact of transitional on 
technical provisions



Impact of transitional on 
interest rate



Impact of volatility 
adjustment set to zero



Impact of matching 
adjustment set to zero



C0010 C0030 C0050 C0070 C0090



Technical provisions R0010 1,269,377,447 -0 114,326,298 2,606,764 0



Basic own funds R0020 325,996,876 0 -114,422,609 -2,609,297 0



Eligible own funds to meet Solvency Capital Requirement R0050 258,510,744 0 -107,541,686 -2,411,349 0



Solvency Capital Requirement R0090 90,165,413 0 45,872,820 1,319,654 0



Eligible own funds to meet Minimum Capital Requirement R0100 244,985,932 0 -114,422,609 -2,609,297 0



Minimum Capital Requirement R0110 36,541,933 -0 4,203,864 87,776 0



Scenario 
Year 
Period 
Rep Type 
Currency 



: Actual 
: 2017 
: Annual 
: ECB 
: EUR 



METLIFE LIFE INSURANCE S.A. 



  S.22.01.01 



Impact of long term guarantees and transitional measures 
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Total Tier 1 - unrestricted Tier 1 - restricted Tier 2 Tier 3
C0010 C0020 C0030 C0040 C0050



Basic own funds before deduction for participations in other financial sector
Ordinary share capital (gross of own shares) R0010 77,900,000 77,900,000 0
Share premium related to ordinary share capital R0030 274,400,000 274,400,000 0
Initial funds, members' contributions R0040 0 0 0
Subordinated mutual member accounts R0050 0 0 0 0
Surplus funds R0070 0 0
Preference shares R0090 0 0 0 0
Share premium related to preference shares R0110 0 0 0 0
Reconciliation reserve before deduction for participations R0130 -107,314,068 -107,314,068
Subordinated liabilities R0140 0 0 0 0
An amount equal to the value of net deferred tax assets R0160 81,010,944 81,010,944
Other items approved by supervisory authority as basic own funds - Grou R0180 0 0 0 0 0



Own funds from the financial statements that should not be represented by the reconciliation reserve and do not meet the criteria to be classified as Solvency II own funds
Own funds not represented by the reconciliation reserve R0220 0



Deductions
Deductions for participations in financial and credit institutions R0230 0 0 0 0



Total basic own funds after deductions R0290 325,996,876 244,985,932 0 0 81,010,944



Ancillary Own Funds
Unpaid and uncalled ordinary share capital R0300 0 0
Unpaid and uncalled initial funds R0310 0 0
Unpaid and uncalled preference share capital R0320 0 0 0
Commitment to subscribe and pay for subordinated liabilities R0330 0 0 0
Letters of credit and guarantees under Article 96(2) R0340 0 0
Letters of credit and guarantees other than under Article 96(2) R0350 0 0 0
Supplementary members calls under Article 96(3) R0360 0 0
Supplementary members calls other than under Article 96(3) R0370 0 0 0
Other ancillary own funds R0390 0 0 0



Total ancillary own funds R0400 0 0 0



Reconciliation reserve C0060
Excess of assets over liabilities R0700 340,996,876
Own shares (held directly and indirectly) R0710 0
Forseeable dividends, distributions and charges R0720 15,000,000
Other basic own funds items R0730 433,310,944
Adjustment for restricted own fund items of MAPs and RFFs R0740 0



Reconciliation reserve R0760 -107,314,068



Expected profits
Expected profits included in future premiums (EPIFP) - Life business R0770 40,443,325
Expected profits included in future premiums (EPIFP) - Non-Life busines R0780 0



Total Expected profits included in future premiums (EPIFP) R0790 40,443,325



Scenario 
Year 
Period 
Rep Type 
Currency 



: Actual 
: 2017 
: Annual 
: ECB 
: EUR 



METLIFE LIFE INSURANCE S.A. 
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Own Funds 



PDS2301 1 of  1 2018-04-26 











Gross solvency capital requirement USP Simplifications



C0040 C0090 C0010
Market risk R0010 61,392,834
Counterparty default risk R0020 5,206,239
Life underwriting risk R0030 28,450,899 None None
Health underwriting risk R0040 15,140,206 None None
Non-life underwriting risk R0050 0 None None
Diversification R0060 -28,571,447
Intangible asset risk R0070 0
Basic Solvency Capital Requirement R0100 81,618,730



Calculation of Solvency Capital Requirement C0100
Operational risk R0130 8,835,592
Loss-absorbing capacity of technical provisions R0140 -288,910
Loss absorbing capacity of deferred taxes R0150 0
Capital requirement in accordance with Art 4 of Directive 2003/41/EC R0160 0
Solvency capital requirement excluding capital add-on R0200 90,165,413
Capital add-ons already set R0210 0
Solvency capital requirement R0220 90,165,413
Other information on SCR
Capital requirement for duration-based equity risk sub-module R0400 0
Notional Solvency Capital Requirements for remaining part R0410 0
Notional Solvency Capital Requirement for ring fenced funds R0420 0
Notional Solvency Capital Requirements for matching adjustment portfolios R0430 0
Diversification effects due to RFF nSCR aggregation for article 304 R0440 0



Scenario 
Year 
Period 
Rep Type 
Rep Unit 
Currency 



: Actual 
: 2016 
: Annual 
: SII 
: [None] 
: EUR  
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Non-Life activities Life activities



MCR (NL, NL) Result MCR (NL, L) Result



C0010 C0020



Linear formula component for non-life insurance and reinsu  R0010 0 0



Net (of reinsurance/ SPV) best estimate and TP calculated as a Net (of reinsurance) written premiums in the last 12 months Net (of reinsurance/ SPV) best estimate and TP calculated as a Net (of reinsurance) written premiums in the last 12 months



C0030 C0040 C0050 C0060



R0020 0 0 0 0



R0030 0 0 0 0



R0040 0 0 0 0



R0050 0 0 0 0



R0060 0 0 0 0



R0070 0 0 0 0



R0080 0 0 0 0



R0090 0 0 0 0



R0100 0 0 0 0



R0110 0 0 0 0



R0120 0 0 0 0



R0130 0 0 0 0



R0140 0 0 0 0



R0150 0 0 0 0



R0160 0 0 0 0



R0170 0 0 0 0



Non-proportional Health reinsurance



Non-proportional casualty reinsurance



Non-proportional marine, aviation and transport reinsurance



Non-proportional property reinsurance



Miscellaneous financial loss insurance and proportional reinsurance



Medical expense insurance and proportional reinsurance



Income Protection insurance and proportional reinsurance



Workers' compensation insurance and proportional reinsurance



Motor vehicle liability insurance and proportional reinsurance



Other motor insurance and proportional reinsurance



Marine, aviation and transport insurance and proportional reinsurance



Fire and other damage to property insurance and proportional reinsurance



General liability insurance and proportional reinsurance



Credit and Suretyship insurance and proportional reinsurance



Legal expenses insurance and proportional reinsurance



Assistance and proportional reinsurance



MCR Components Background Information



Non-Life activities Life activities



Scenario 
Year 
Period 
Rep Type 
Currency 



: Actual 
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: SII 
: EUR 
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Currency 
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Minimum Capital Requirement 











Non-Life activities Life activities



C0070 C0080



Linear formula component for life insurance and reinsuranc  R0200 4,886,985 31,654,949



Net (of reinsurance/ SPV) best estimate and TP calculated as a Net (of reinsurance/SPV) total capital at risk Net (of reinsurance/ SPV) best estimate and TP calculated as a Net (of reinsurance/SPV) total capital at risk



C0090 C0100 C0110 C0120



R0210 0 743,435,492



R0220 0 2,826,433



R0230 0 497,844,252



R0240 0 9,376,759



R0250 6,981,406,651 875,697,523



Overall MCR calculation C0130
Linear MCR R0300 36,541,933 31,654,949
SCR R0310 90,165,413 78,107,020
MCR cap R0320 40,574,436 35,148,159
MCR floor R0330 22,541,353 19,526,755
Combined MCR R0340 36,541,933 31,654,949
Absolute floor of the MCR R0350 6,200,000 3,700,000
Minimum Capital Requirement R0400 36,541,933 31,654,949



Notional non-life and life MCR calculation Non-Life activities Life activities
C0140 C0150



Notional linear MCR R0500 4,886,985 31,654,949
Notional SCR excluding add-on R0510 12,058,393 78,107,020
Notional MCR cap R0520 5,426,277 35,148,159
Notional MCR floor R0530 3,014,598 19,526,755
Notional Combined MCR R0540 4,886,985 31,654,949
Absolute floor of the notional MCR R0550 2,500,000 3,700,000
Notional MCR R0560 4,886,985 31,654,949



Non-Life activities Life activities



Obligations with profit participation - guaranteed benefits



Obligations with profit participation - future discretionary benefits



Index-linked and unit-linked insurance obligations



Other life (re)insurance and health (re)insurance obligations



Total capital at risk for all life (re)insurance obligations



Minimum Capital Requirement 
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