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Executive Summary 

Key figures  

in TEUR 2022 2021 

   

Solvency  II Balance Sheet    

Assets 63,329,353 57,863,715 

Technical Provisions 33,931,642 31,690,188 

Other Liabilities 14,911,694 12,067,121 

Excess of Assets over Liabilities 14,486,016 14,106,406 

   

Eligible Own Funds    

Tier 1 Basic Own Funds (unrestricted) 13,723,099 13,348,564 

Tier 1 Basic Own Funds (restricted) 486,034 533,225 

Tier 2 Basic Own Funds 2,888,442 2,503,601 

Tier 3 Basic Own Funds 39,335 64,408 

Eligible Own Funds (SCR) 17,136,910 16,449,798 

   

Capital requirements    

Solvency Capital Requirement 6,699,618 6,634,037 

Minimum Capital Requirement 3,014,828 2,985,317 

   

Coverage Ratio    

Ratio of Eligible Own Funds to SCR (Solvency Ratio) 256% 248% 

Ratio of Eligible Own Funds to MCR 491% 485% 

   

 

Hannover Rück SE (hereinafter referred to as ñHannover R¿ckò or ñthe companyò) fulfils the 
minimum and solvency capital requirements (hereinafter referred to as MCR and SCR) stipulated 
by the supervisory authorities as at the reporting date of 31 December 2022 and in the financial 
year 2022. The solvency ratio was above the internal threshold of 200% during the entire financial 
year. 

Section D describes the valuation principles used to determine the eligible own funds, and Section 
E those used to determine the SCR, in particular with regard to the use of the internal capital model. 

According to legal requirements, the Solvency II balance sheet was audited by the auditing firm. 

This report constitutes a mandatory publication pursuant to § 40 of the Insurance Supervision Act 
(VAG). Please note that, for the larger part, the information contained herein is already included in 
the Hannover Re-Group Annual Report and in the Hannover Rück Individual Annual Report caused 
by the overlapping regulatory requirements. 

 

Please note that rounding differences can occur in the presented tables. Values below TEUR 0.5 are displayed as ñ0ò. 
Empty cells or cells with ñ-ñ represent a value of EUR 0.00. 
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A. Business and Performance  

Hannover Rück transacts all lines of Property & Casualty and Life & Health reinsurance. Its global 
presence and activities across all lines of reinsurance business allows the company to achieve an 
efficient risk diversification. Since 1 January 1997 Hannover Rück has written active reinsurance for 
the Group ï with few exceptions ï solely in foreign markets. Responsibility within the Hannover Re 
Group for German business rests with the subsidiary E+S Rückversicherung AG. (hereinafter 
ñE+S R¿ckò). 

The 2022 financial year passed off satisfactorily for Hannover Rück. The gross premium for total 
business increased by 25.9 % to TEUR 27,621,123 (previous year: TEUR 21,941,453). The 
retention decreased to 65.4 % (69.0 %). Net earned premiums for own account increased by 21.4 % 
to TEUR 17,923,625 (previous year: TEUR 14,768,338). 

With technical income of TEUR 18,127,967 (previous year: TEUR 14,956,289) and technical 
expenses of TEUR 18,096,145 (previous year: TEUR 15,083,156), Hannover Rück booked a total 
technical result in accordance with the German Commercial Code of TEUR 31,822 in the 2022 
financial year after TEUR -126,867 in the previous year.  

Measured in terms of premium volume and total technical result in the 2022 financial year, the 
following lines of business are most important: marine, aviation and transport insurance 
(TEUR 205,747), credit and surety insurance (TEUR 190,747), health reinsurance (TEUR 154,000), 
general liability insurance (TEUR 98,903), life reinsurance (TEUR 45,011) and, conversely, income 
replacement insurance (TEUR -275,388), health insurance (TEUR -232,414) and fire and other 
property insurance (TEUR -101,572). 

In the marine, aviation and transport insurance line, with increased net earned premiums and a 
moderate increase in operating expenses, the expenses for insurance claims rose relatively 
strongly. In the credit and surety insurance line, net premiums earned declined. Operating 
expenses decrease significantly, while claims and insurance benefits expenses are in line with the 
decline in premiums. Above all, growing US business and increases in the Advanced Solutions 
business segment lead to the increase in net earned premium. In relation to this increase, a slightly 
higher claims ratio was recorded. The loss ratio increased due to a higher allocation to the IBNR 
and an increased major loss burden. In 2022, net earned premiums increased in the general liability 
line of business, mainly due to growing US business. Reserves were characterised by a low IBNR 
position in 2022 compared to 2021.  

In health reinsurance, the underwriting result improved significantly in the reporting period. This is 
mainly due to the decrease of Covid-19 claims in the previous year.  

In addition to the international life reinsurance business, the life reinsurance line also includes our 
financial solutions and longevity business. Overall, the net earned premium in this line increased. 
The underwriting result recorded a slight increase. The main driver for the improved result is a 
decrease of Covid-19 charges from South America, South Africa and the US in the previous year 

The investment environment, which has always been challenging in the past years, was again very 
volatile in the reporting period. In particular, the Russian war of aggression in Ukraine and the 
effects of the Covid-19 pandemic, which continued during the course of the year, as well as the 
strong rise in inflation posed and continue to pose special challenges to the global economy. 
Nevertheless, our ordinary investment income, including interest on deposits, was at the previous 
year's level. Among other things, the sale of our portfolio of listed shares in the first two quarters 
had a positive impact on the significantly higher gains from the disposal of investments. In the 
alternative investments, especially in the sector of unlisted corporate investments, portfolios were 
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transferred to a joint venture with Münchener Rückversicherungs-Gesellschaft AG. This led to the 
disclosure of proportionate hidden reserves. Opposing effects resulted mainly from the sale of fixed 
income securities in the course of reallocations in our loan portfolios as well as from general 
portfolio maintenance. In the first quarter, we sold parts of our holdings of Russian and Ukrainian 
bonds. Impairments on investments were mainly recognized on bearer bonds held as fixed assets. 
These were mainly Russian or Ukrainian issuers or issuers from the real estate sector in China. We 
also made write-downs on deposits held on assumed reinsurance. Overall, we thus achieved an 
investment result significantly above that of the previous year. 

The portfolio of our investments under own management was at the comparable level of the 
previous period, whereby the higher interest rates and increased risk premiums for corporate bonds 
had a clearly negative impact on the market values of our fixed-interest securities. However, the 
strong operating cash flow, the issuance of a bond and positive currency effects largely 
compensated for this. Our investments benefited overall from the fact that we had already 
positioned ourselves more cautiously since the end of the previous year in view of expected central 
bank activities and inflation developments, and also only made very moderate new investments and 
reinvestments in securities with steeper risk profiles in the reporting period. Apart from liquidating 
our portfolio of listed equities, we have overall arranged our asset allocation somewhat less risky in 
the corporate bond sector during the reporting period. In real estate, we were able to take 
advantage of a few market opportunities to strengthen our portfolio in South America and Europe. 
At the end of the fourth quarter, we broadened the basis for action for our short- and medium-term 
liquidity management through realizations in the area of fixed-interest securities. For all other asset 
classes, we only made minor changes as part of regular portfolio maintenance. 

Details on the Business and Performance can be found in Section A. 

 

B. System of Governance  

Hannover Rück has an effective system of governance, which provides for sound and prudent 
management. Written guidelines are in place for all significant business events. The key functions 
pursuant to § 26 and §§ 29-31 of the Insurance Supervision Act (VAG) have been set up, entrusted 
with the tasks described and equipped with appropriate resources.  

In the reporting year, a focus of the work of the Compliance Function was the further improvement 
of the Compliance Management System in combination with the revision of the Compliance 
Handbook. In addition, the Compliance Risk assessment was improved. Furthermore, a new 
methodology for the assessment of adequacy and effectiveness of mitigating measures for the 
Compliance Risk was introduced. Another focus of the Compliance activities lay again with the 
further implementation of sanction audit processes and their ongoing improvement. 

The Executive Board has established a committee, which supports the assessment of the system 
of governance. Based on the assessment conducted by the committee, the Executive Board has 
reached the conclusion that the system of governance of Hannover Rück is appropriate considering 
the scope and complexity of its business activities and the inherent risks. 

Hannover Rück has established an outsourcing management process that covers all process steps 
of an outsourcing and involves all relevant stakeholder groups. Currently, there is only one 
important outsourcing to Ampega Asset Management GmbH, covering the asset and investment 
management. 

The individual elements of the system of governance of Hannover Rück are explained in Section B. 
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C. Risk Profil e 

In the context of its business operations Hannover Rück is confronted with a broad variety of risks. 
These risks are deliberately accepted, steered and monitored in order to be able to act on the 
associated opportunities. They specifically concern underwriting risks pertaining to 
Property & Casualty and Life & Health as well as capital market risks, liquidity risks and 
counterparty default risks. Operational, strategic and reputational risks also arise in the course of 
business operations. In Section C, we describe the sources and management of those risks. We 
also explain how we handle potential future risks (emerging risks). 

Risk landscape of Hannover  Rück  

 
Hannover Rück received approval from the regulatory authorities to calculate its solvency 
requirements using an internal capital model. 

The solvency capital requirements (SCR) as of 31 December 2022 are shown in the following table. 
The SCR includes the impact from the dynamic volatility adjustment for both reference dates. The 
impact of the volatility adjustment is displayed separately in Section D.2 as well as in the annex 
QRT S.22.01.21. 
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Solvency Capital Requirement (SCR) ï Risk categories  

in TEUR 
 

Solvency Capital Requirement 2022 2021 

Underwriting risk - Property & Casualty 5,445,473 5,251,239 

Underwriting risk - Life & Health 2,507,694 3,324,426 

Market risk 4,940,625 4,612,492 

Counterparty default risk 426,917 462,029 

Operational risk 607,039 610,163 

Diversification  -4,739,894 -5,121,055 

Total risk (pre-tax) 9,187,854 9,139,293 

Deferred tax 2,488,237 2,505,256 

Total risk (post -tax) 6,699,618 6,634,037 

   

The required capital is calculated based on the approved internal model. Currently, our most 
significant individual risks are the default and spread risks within the market risks, the reserving and 
catastrophe risks within the underwriting risks of Property & Casualty reinsurance and the mortality 
risks within the underwriting risks of Life & Health reinsurance. 

Hannover Rück applies the volatility adjustment. The volatility adjustment partially mitigates the 
effect of temporary value fluctuations due to credit spread movements on the bond market. This 
effect is also captured in the calculation of the Solvency Capital Requirement i.e. Hannover Rück 
applies the dynamic volatility adjustment in its internal model. 

Overall, the required capital at the confidence level of 99.5% slightly increased in the course of the 
year. This was principally driven by the larger business volumes, which have led to an increase in 
underwriting risks of Property & Casualty reinsurance and in market risks. The weaker euro against 
the US dollar also contributed to this increase. On the other hand, the significantly higher interest 
rate level results in an appreciable decrease in SCR. 

Underwriting risks in Property & Casualty reinsurance increased primarily as a consequence of 
higher business volumes. The enlarged volumes are driven by the business growth, the large loss 
expenditure and associated higher reserves as well as the stronger US dollar. 

The strong increase in interest rates leads to a decrease in underwriting risks in Life & Health 
reinsurance. This particularly affects longevity risk, but also applies to the mortality and morbidity 
risk. 

The increase in the market risk reflects first and foremost the larger volume due to new investments 
and higher market values in the areas of private equity and real estate. Wider spreads and 
increased volumes of fixed-income securities are further factors here.  

A smaller volume of receivables due from retrocessionaires was the main driver for the decrease in 
counterparty default risks. 

The changes in operational risk can be attributed to updated expert assessments regarding the 
impact of individual scenarios. 

After almost three years of operational and financial experience with the pandemic and its effects, 
we now have a solid basis to assess potential further developments and impacts on our company. 
We continue to evaluate our financial strength and profitability on a regular basis using stress tests 
and sensitivity analyses, and take measures as needed to reduce risks or strengthen our capital 
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resources. This is true not only regarding of Covid-19 but also with respect to potential future 
pandemics. 

The risk monitoring, control mechanisms and developments in 2022 are presented in Section C. 

 

D. Valuation for Solvency Purposes  

For the purposes of calculating the eligible own funds, Hannover Rück values the assets and 
liabilities pursuant to the provisions of §§ 74 et seq. of the Insurance Supervision Act (VAG), i.e. in 
accordance with Solvency II.  

The valuation for Solvency purposes is set in principle at the fair value (market value). Insofar as 
IFRS values appropriately reflect the fair value of individual assets or liabilities, they are applied.  

Technical provisions pursuant to Solvency II differentiate significantly from the definition of 
provisions pursuant to the local reporting standards (HGB), both in terms of structure and in relation 
to the calculation rules. A comparison of HGB and Solvency II technical provisions is shown as well 
as a comparison of current technical provisions under Solvency II and those calculated last year. 

Section D explains the details of the valuation for solvency purposes. 

 

E. Capital Management  

Hannover Rück endeavours at all times to maintain a solvency ratio of at least 180%, and thus 
exceeds the requirements of 100% stipulated by the supervisory authority. In addition, a threshold 
value of 200% has been defined. If the solvency ratio was to fall below this threshold value 
Hannover Rück will adopt capital measures aimed at either strengthening the company's equity or 
reducing the risk, or both. However, a fall below threshold would most of the time be avoided by 
proactive measures and thus has never occurred since introduction of the threshold. 

The solvency ratio with and without application of the volatility adjustment is continuously monitored. 
Any changes are taken into account as part of planning, and potential changes in the solvency ratio, 
which can be caused by larger transactions, are examined in advance. During the financial year 
2022, there was no breach of the limit of 180%. Further information on the calculation of the 
solvency ratio can be found in Section E. 

The available economic capital increased significantly to TEUR 17,136,910 as at 31 December 
2022.The increase is due to an economically successful course of the business year as well as the 
placement of a subordinated bond with an amount of TEUR 750,000. 

Own funds in the Solvency II balance sheet consist of basic own funds, which comprise the excess 
of assets over liabilities and subordinated capital less foreseeable dividends. The different 
components are classified in quality tiers. Ordinary share capital, the share premium account and 
the reconciliation reserve are allocated to Tier 1. Additionally, subordinated capital of tiering classes 
1 restricted and 2 is taken into account and net deferred tax assets, which are recognized as tier 3 
capital. Hannover Rück does not use ancillary own funds. 

The level of own funds by quality classes changed to the previous year due to the placement of a 
subordinated bond and an increase in deferred tax assets. The structure of economic capital 
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remains very satisfactory with a ratio of over 80 % of Tier 1 capital. The structure of own funds 
allows Hannover Rück to use all own funds components to cover the solvency capital requirement. 

Hannover Rück uses an approved full internal model for the purposes of calculating the Solvency 
Capital Requirement (SCR). The individual risk categories are aligned with the risk modules of the 
standard formula. The internal model is applied in a broad range of management and decision-
making processes. The future development of Solvency and Minimum Capital Requirements are 
forecast at regular intervals as part of the planning process. 

In addition, the potential outcomes of the ongoing Solvency II review are monitored. 

Section E explains the details of capital management. 
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A. Business and Performance 

A.1 Business  

A.1.1 Business m odel  

Hannover Rück is a European Company, Societas Europaea (SE), headquartered in Hannover, 
Germany. We transact reinsurance in our Property & Casualty and Life & Health business groups. 

The strategy pursued in both Property & Casualty and Life & Health reinsurance supports our 
Groupôs paramount mission, namely: ñStriving for sustainable outperformanceò. Our business 
operations are dedicated to our goal of being the preferred partner for our clients. It is for this 
reason that our clients and their concerns form the focus of our activities. 

In addition, we generate competitive advantages to the benefit of our clients and shareholders by 
conducting our reinsurance business with lower administrative expenses than our rivals. In this way 
we deliver above-average profitability while at the same time being able to offer our customers 
reinsurance protection on competitive terms. 

Furthermore, we strive for the broadest possible diversification and hence an efficient risk balance. 
This is achieved by accepting reinsurance risks in all lines and regions of Property & Casualty and 
Life & Health reinsurance. In conjunction with efficient capital management, this is the key to our 
comparatively low cost of capital. 

Guided by a clearly defined risk appetite, the Executive Board steers the company using risk 
management techniques so as to be able to act on business opportunities while securing our 
financial strength on a lasting basis. 

In the Property & Casualty reinsurance business group, we consider ourselves to be a reliable, 
flexible and innovative market player that ranks among the best in any given market. Cost 
leadership, effective cycle management and superlative risk management are the key elements of 
our competitive positioning. Particularly in the current market environment, we actively manage our 
portfolio to ensure long-term profitability on the underwriting side. 

In the Life & Health reinsurance business group, we are recognized ï as customer surveys confirm 
ï as one of the top players for traditional covers and a leading provider of structured solutions. We 
achieve this standing by, among other things, anticipating the future needs of our customers 
through the early identification of trends. 

Our business model further makes allowance for the fact that social and environmental factors 
influence corporate success and our activities impact people and the environment. 

Through its global presence and activities Hannover Rück is directly or via affiliates affected by 
various foreign economic and regulatory developments. 

 

A.1.2 Income and key transactions  

In this and the following sections of Section A, the values indicated were determined in accordance 
with the German Commercial Code (hereafter referred to as HGB), as required by Art. 293 (2) DVO. 
Please note that the accounting rules under HGB differ significantly from those under Solvency II. 
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Hannover Rück recorded a pleasing business development in the 2022 financial year. The gross 
premium in total business grew by 25.9% to TEUR 27,621,123. The level of retained premium 
decreased to 65.4%. Net premium earned climbed by 21.4% to TEUR 17,923,625.  

The underwriting result (before changes in the equalization reserve) came in at TEUR 31,821. An 
amount of TEUR 548,303 was allocated to the equalisation reserve and similar provisions in the 
year under review. 

Numerous large losses were again recorded in the 2022 financial year. Particularly notable were 
major losses from hurricanes in the US and other natural disasters as well as reserves set aside for 
possible losses from Russiaôs war on Ukraine. The total net expenditure on major losses for 
Hannover Rück amounted to TEUR 938,758. In addition, expenditures were incurred from losses in 
connection with the Covid-19 pandemic as well as late reported claims from prior years. 

Ordinary income from our investments, including interest on deposits, amounted to 
TEUR 1,525,453. Gains on the disposal of investments were realized in a net amount of 
TEUR 745,076. Among other things, the sale of our portfolio of listed shares had a positive effect. 
In the case of alternative investments, portfolios were transferred to a joint venture with Münchener 
Rückversicherungs-Gesellschaft AG, particularly in the sector of unlisted corporate investments. 
Offsetting effects resulted mainly from the sale of fixed-interest securities in the course of 
reallocations in our loan portfolios and from general portfolio maintenance. Write-downs on 
investments amounted to TEUR 157,046. Overall, net investment income increased to 
TEUR 1,941,017. 

The profit on ordinary activities improved by 5.8% to EUR TEUR 820,989. The year under review 
closed as forecast with a profit for the year that amounted to TEUR 752,951. 

 

A.1.3 Headquarters, supervisors and auditors  

Hannover Rück is a European stock corporation, Societas Europaea (SE), with its headquarters 
located in Karl-Wiechert-Allee 50, 30625 Hannover, Germany and has been entered in the 
Commercial Register of the District Court of Hannover under the number HR Hannover B 6778. A 
rounded 50.2% of Hannover Rück shares are held by Talanx AG, Hannover, which in turn is 
majority-owned ï with an interest of 79.0% ï by HDI Haftpflichtverband der Deutschen Industrie 
V.a.G. (HDI), Hannover. 
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Shareholders, subsidiaries and branches  
 

 
 
 
 

 

Hannover Rück as well as Talanx and HDI are supervised by the Federal Financial Supervisory 
Authority (BaFin). 

Address of Federal Financial Supervisory Authority (BaFin)  

Graurheindorfer Straße 108 
53117 Bonn 
Germany 

alternatively: 
Postbox 1253 
53002 Bonn 
Germany 

Contact details of Federal Financial Supervisory Authority (BaFin)  

Phone +49 22 8 / 41 08-0 
Fax +49 22 8 / 41 08-15 50 

E-mail poststelle@bafin.de or De-Mail poststelle@bafin.de-mail.de 

Talanx AG is located in HDI-Platz 1, 30659 Hannover, Germany. 

The Group auditor appointed for Hannover Rück within the meaning of Section 318 of the HGB is 
PricewaterhouseCoopers GmbH, Wirtschaftsprüfungsgesellschaft, Fuhrberger Straße 5, 30625 
Hannover, Germany. 
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A.1.4 Group structure  

This report refers to Hannover Rück on a stand-alone basis. As Hannover Rück also operates as 
the parent company of a group, we also provide information in this section about the group 
structure. 

The companyôs network consists of more than 170 subsidiaries, affiliates, branches and 
representative offices worldwide with of 3,519 staff. 

Subsidiaries and branches of Hannover Rück SE are presented in the following charts. 

Subsidiaries of Hannover  Rück  SE 

 

 

Branches  of Hannover  Rück  SE 
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A.1.5 Material related undertakings  

Our major shares in affiliated companies and participations are listed below. 

List of major shareholdings  

Hannover Rück Beteiligung Verwaltungs-GmbH, Hannover/Germany 

E+S Rückversicherung AG, Hannover/Germany 

Hannover Re Holdings (UK) Limited, London/UK 

Hannover Re (Bermuda) Ltd., Hamilton/Bermuda 

Hannover ReTakaful B.S.C. (c), Manama/Bahrain 

Hannover Life Reassurance Company of America, Orlando/USA 

Hannover Life Reassurance Company of America (Bermuda) Ltd., Hamilton/Bermuda 

Hannover Life Re of Australasia Ltd, Sydney/Australia 

Hannover Re (Ireland) Designated Activity Company, Dublin/Ireland 

Hannover Finance (Luxembourg) S.A., Röser/Luxembourg 

Sureify Labs Inc., Wilmington/USA 

Inter Hannover (No.1) Limited, London/UK 

Hannover Finance (UK) Limited, London/UK 

Hannover Services (UK) Limited, London/UK 

Hannover Finance, Inc.,Wilmington/USA 

Glencar Insurance Company, Orlando/USA 

Kubera Insurance (SAC) Ltd., Hamilton/Bermuda 

Hannover Reinsurance Group Af rica (Pty) Ltd., Johannesburg/South Africa  

Hannover Reinsurance Group Africa (Pty) Ltd prepares its own subgroup financial statements which includes the following 
companies: 

Hannover Africa Limited, Johannesburg/South Africa 

Hannover Re South Africa Limited, Johannesburg/ South Africa 

Compass Insurance Company Limited, Johannesburg/ South Africa 

Lireas Holdings (Pty) Ltd., Johannesburg/ South Africa 

HILSP Komplementär GmbH, Hannover/Germany 

Leine Investment General Partner S.à r.l., Luxemburg/Luxemburg 

Leine Investment SICAV-SIF, Luxemburg/Luxemburg 

LI RE, Hamilton/Bermuda 

FUNIS GmbH & Co. KG, Hannover/Germany 

Glencar Underwriting Managers, Inc., Chicago/USA 

Integra Insurance Solutions Limited, Bradford/UK 

Monument Insurance Group Limited, Hamilton/Bermuda 

Reaseguradora del Ecuador S.A., Guayaquil/Ecuador 

Trinity Underwriting Managers Ltd., Toronto/Canada 

SWISS INSUREVOLUTION PARTNERS Holding (FL) AG, Triesen/Liechtenstein 

YOUPLUS Holding AG Holding (CH) AG, Freienbach/Switzerland 

HANNOVER Finanz GmbH, Hannover/Germany 

Kaith Re Ltd., Hamilton/Bermuda 

WeHaCo Unternehmensbeteiligungs-GmbH, Hannover/Germany 

FLS Group AG, Baar/Switzerland 

Meribel Mottaret Limited, St. Helier/Jersey 

FinLeap GmbH, Berlin/Germany 

HAPEP II Komplementär GmbH, Hannover/Germany 
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HR AI Komplementär GmbH, Hannover/Germany 

Hannover RE AA PE Partner III GmbH & Co. KG, Hannover/Germany 

Hannover Re Global Holding GmbH, Hannover/Germany 

MR Beteiligungen 23. GmbH, Munich/Germany 

Hannover America Private Equity Partners II GmbH & Co. KG, Hannover/Germany 

HAPEP II Holding GmbH, Hannover/Germany 

Hannover Re Euro PE Holdings GmbH & Co. KG, Hannover/Germany 

Hannover Re Global Alternatives GmbH & Co KG, Hannover/Germany 

HR US Infra Debt LP, George Town/Cayman Islands 

PAG Real Estate Asia Select Fund Limited, George Town/Cayman Islands 

Hannover Re Euro RE Holdings GmbH, Hannover/Germany 

mertus 313. GmbH, Frankfurt/Germany 

Star Grafton One S.à r.l., Luxemburg/Luxemburg 

cor F 25. GmbH & Co.KG, Berlin/Germany 

HR GLL Central Europe GmbH & Co. KG, München/Germany 

Hannover Re Real Estate Holdings, Inc., Orlando/USA  

Hannover Re Real Estate Holdings, Inc. prepares its own subgroup financial statements which includes the following 
companies: 

GLL HRE CORE Properties, L.P., Wilmington/USA 

HR US Infra Equity LP, Wilmington/USA 

Argenta Holdings Limited, London/UK  

Argenta Holdings Limited prepares its own subgroup financial statements which includes the following companies: 

Argenta Private Capital Limited, London/UK 

Argenta Syndicate Management Limited, London/UK 

Argenta Tax & Corporate Services Limited, London/UK 

Argenta Underwriting (Europe) Limited, Dublin/Ireland 

Argenta Underwriting Asia Pte. Ltd., Singapore/Singapore 

Argenta Underwriting No.1 Limited, London/UK 

Argenta Underwriting No.2 Limited, London/UK 

Argenta Underwriting No.3 Limited, London/UK 

Argenta Underwriting No.4 Limited, London/UK 

Argenta Underwriting No.7 Limited, London/UK 

Argenta Underwriting No.9 Limited, London/UK 

Argenta Underwriting No.10 Limited, London/UK 

Argenta Underwriting No.11 Limited, London/UK 

Argenta No.13 Limited, London/UK 

Argenta No.14 Limited, London/UK 

Argenta No.15 Limited, London/UK 

Argenta No.16 Limited, London/UK 

Residual Services Limited, London/UK 

 

A.2 Underwriting performance  

With technical income of TEUR 18.127.967 (previous year: TEUR 14,956,289) and technical 
expenses of TEUR 18.096.146 (previous year: TEUR 15,083,156), Hannover Rück booked a total 
technical result in accordance with the German Commercial Code of TEUR 31.822 in the 2022 
financial year after TEUR -126,867 in the previous year.  
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Broken down into lines of business pursuant to Annex I of the Delegated Regulation, the split of the 
technical result (net) for the business years 2021 and 2022 is as follows: 

Technical result  (net) ï Breakdown by lines of business  

in TEUR 
 

 

 

 2022 single line of business  2022 total 

 2021 single line of business  2021 total 

 

Measured in terms of premium volume and total technical result in the 2022 financial year, the 
following lines of business are most important: marine, aviation and transport insurance 
(TEUR 205,747), credit and surety insurance (TEUR 190,747), health reinsurance (TEUR 154,509), 
general liability insurance (TEUR 98,903), life reinsurance (TEUR 45,011) and, conversely, income 
replacement insurance (TEUR -275,388), health insurance (TEUR -232,414) and fire and other 
property insurance (TEUR -101,572). 

In the marine, aviation and transport insurance line, with an increase in net premiums earned 
(TEUR 677,019) after (TEUR 490,790) and a moderate increase in operating expenses, the 
expenses for insurance claims rose relatively strongly. The technical result increased by 
TEUR 142,337 to TEUR 205,747. 

In the credit and surety insurance line, the net earned premium decreased. Operating expenses 
decrease significantly. With a decrease in expenses for insurance claims in line with the decline in 
premiums, an underwriting profit of TEUR 190,747 results, compared to TEUR 102,980 in the 
previous year. 

The health reinsurance segment shows a slightly increased premium volume for the reporting 
period TEUR 1,724,673 (previous year: TEUR 1,651,392). The expenses for insurance claims (net) 
amounted to TEUR 1,381,451, the change in other insurance reserves (net) was TEUR 59,669 and 
the expenses for insurance operations (net) were TEUR 248,382. For the reporting period, this 
leads to a strongly improved insurance result of TEUR 154,509 compared to the previous year. 
This is mainly due to a decrease of Covid-19 claims in the previous year. 
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In 2022, net earned premiums in the general liability insurance line increased to TEUR 2,657,386 
after TEUR 2,092,833 in the previous year. This was primarily due to growing US business. The 
reserve positions were characterised by a low IBNR position in 2022 compared to 2021. This led to 
a strongly improved technical result of TEUR 98,903 compared to TEUR -196,348. 

The life reinsurance business has a pronounced international focus. We write our business on all 
continents and, thanks to our good network, are often a local contact. In addition to traditional 
mortality-oriented life reinsurance business, we also write financial solutions business and longevity 
risks worldwide. Overall, net premiums earned of TEUR 3,324,051 increased compared to the 
previous year (TEUR 3,103,982). Claims incurred (net) amounted to TEUR 3,031,624 and 
operating expenses (net) were TEUR 510,696. Taking into account the change in other technical 
provisions (net) of TEUR 61,287, the technical result increased slightly to TEUR 45,011. The main 
driver for the improvement in the result is a decrease of Covid-19 charges from South America, 
South Africa and the US in the previous year. 

The medical expenses and income replacement insurance lines, with net premiums earned of 
TEUR 102,102 and TEUR 410,168 respectively, are characterised by Covid-19 burdens from 
Thailand and Taiwan. These mainly lead to a significant deterioration of the technical result from 
TEUR -33,148 to TEUR -232,414 for medical expenses insurance and TEUR -14,101 to TEUR -
 275,388 for income replacement insurance. 

Above all, growing US and Group business as well as increases in the Advanced Solutions 
business segment led to an increase in net earned premiums of TEUR 5,912,465 in the fire and 
other property insurance segment after TEUR 4,237,490. In relation to this increase, a slightly 
higher loss ratio was recorded. The claims ratio increased due to a higher allocation to the IBNR 
and increased major claims burden, which in total increased compared to the previous year. This 
results in a technical result of TEUR -101,572 after TEUR 119,797. 

Other financial losses and other business interruptions in particular are reported under the 
miscellaneous financial losses line. With an increase in net earned premiums from TEUR 159,217 
to TEUR 203,463, the expenses for insurance claims are almost unchanged at TEUR 120,148. The 
category "Other lines of business" recognises the areas of legal expenses insurance and 
assistance insurance. 

Grouped by geographical areas, the net technical result breaks down as follows: 
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Technical result  (net) ï Regional breakdown   

in TEUR 
 

 

 

 2022 stand-alone region  2022 total 

 2021 stand-alone region  2021 total 

 

The technical result improved overall to TEUR 31,822 compared to TEUR -126,867 in the previous 
year. In America, the result improved from TEUR -273,631 to TEUR 460,188. The result in the rest 
of the world developed in the opposite direction (TEUR -248,192 compared to TEUR 210,917) and 
in Europe, the result also deteriorated to TEUR -180,174 compared to TEUR -64,153. 

In the rest of the world, the result deteriorated mainly in the medical expenses and income 
replacement insurance line due to Covid-19 charges in Thailand and Taiwan. In America, the 
premium growth is also reflected in the positive result development. 

 

A.3 Investment Performance  

As a reinsurance company, we naturally focus primarily on value preservation when managing our 
investments and attach great importance to the stability of the resulting return. We therefore base 
our investment portfolio on the principles of a balanced risk/return ratio and broad diversification. 
With an overall low-risk mix, our investments reflect both the currency and maturity composition of 
our liabilities. Our portfolio currently contains a high proportion of fixed-income securities, so that 
credit and spread risks account for the highest proportion of market risk. 
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Against the background of the continuing challenging situation on the global financial markets, we 
are very satisfied with the performance of our investments. The investment environment, which has 
been challenging time and again in recent years, was again very volatile in the reporting period. In 
particular, the Russian war of aggression in Ukraine and the continuing effects of the Covid-19 
pandemic over the course of the year, as well as the sharp rise in inflation, posed and continue to 
pose particular challenges to the global economy. Nevertheless, we were able to further improve on 
the already very good result of the previous year. 

Ordinary investment income including interest on deposits amounted to TEUR 1,525,453 
(TEUR 1,505,724). Ordinary income from fixed income securities amounted to TEUR 625,965 
(TEUR 478,465). Gains on the disposal of investments were realized in a net amount of 
TEUR 745,076 (TEUR 280,428). Among other things, the sale of our portfolio of listed shares in the 
first two quarters had a positive impact of TEUR 71,845 (TEUR 36,350). In the alternative 
investments, portfolios were transferred to a joint venture with Münchener Rückversicherungs-
Gesellschaft AG, particularly in the sector of unlisted corporate investments. This resulted in the 
disclosure of pro rata hidden reserves in the amount of TEUR 1,002,401. Offsetting effects in the 
reporting period resulted mainly from the sale of fixed-income securities in the course of 
reallocations in our loan portfolios and from general portfolio management. In this context, we 
realized net hidden losses totaling TEUR 443,484. In the first quarter, we sold parts of our holdings 
of Russian and Ukrainian bonds. Overall, this enabled us to further strengthen both our liquidity 
position and the return on new investments and reinvestments. 

Write-downs on investments amounted to TEUR 157,046 (TEUR 31,616) and were mainly 
attributable to bearer bonds held as fixed assets. These were mainly Russian or Ukrainian issuers 
or issuers from the real estate sector in China. We recognized impairments of TEUR 50,742 
(TEUR 0) on deposits with ceding companies. In view of increased market values, write-downs 
were offset by write-ups of TEUR 3,395 (TEUR 5,991) on investments written down in previous 
periods. Overall, net investment income increased to TEUR 1,941,017 (TEUR 1,687,418).   

The following overview displays how the investment result achieved by Hannover Rück pursuant to 
the HGB is broken down into its individual asset classes according to Solvency II, and which part 
contains income and expenses respectively. 
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Investment income  
 

in TEUR Ordinary income Realised gains Write-ups 

Property, plant & equipment held for own use 2,698   

Property (other than for own use) 597 2,286  

Holdings in related undertakings, including 
participations 

633,445 1,038,837  

Equities - listed    

Equities - unlisted    

Government Bonds 249,734 27,909 2,865 

Corporate Bonds 320,423 7,564 426 

Structured notes    

Collateralised securities 28,569   

Collective Investments Undertakings 35,420 88,526 49 

Derivatives 30,881 85,000  

Loans 8,286 202 7 

Deposits other than cash equivalents 37,537  48 

Deposits to cedants 176,786   

Cash and cash equivalents 1,085   

Total  1,525,461 1,250,324 3,395 

    

 
Investment expenses  
 

in TEUR Write-downs Realised losses Other expenses 

Property, plant & equipment held for own use -540  -3,275 

Property (other than for own use) -128  -502 

Holdings in related undertakings, including 
participations 

-500 -1  

Equities - listed    

Equities - unlisted    

Government Bonds -67,103 -421,550 -22,887 

Corporate Bonds -34,235 -55,566 -15,449 

Structured notes    

Collateralised securities  -1,187 -1,046 

Collective Investments Undertakings -3,351 -771 -2,531 

Derivatives -3 -25,336 -126,846 

Loans -352 -831 -191 

Deposits other than cash equivalents -93 -6 -3,292 

Deposits to cedants -50,742   

Cash and cash equivalents   -97 

Total  -157,047 -505,248 -176,116 

    

 

Other expenses include the fees for capital investment management as well as bank and custody 
fees. Insofar as these are not charged separately for the individual asset classes, they are 
distributed in the table across the individual items in accordance with their share in ordinary income. 
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Investment performance  
 

 2022 2021 

in TEUR 
Total 

investment 
income 

Total 
investment 

expenses 

Investment 
per- 

formance 

Total 
investment 

income 

Total 
investment 

expenses 

Investment 
per- 

formance 

Property, plant & equipment 
held for own use 

2,698 -3,815 -1,117 2,582 -2,560 22 

Property (other than for own 
use) 

2,883 -630 2,253 675 -562 113 

Holdings in related 
undertakings, including 
participations 

1,672,282 -501 1,671,781 859,630 -10,707 848,923 

Equities - listed       

Equities - unlisted       

Government Bonds 280,508 -511,540 -231,032 317,796 -95,952 221,844 

Corporate Bonds 328,413 -105,250 223,163 313,918 -52,453 261,465 

Structured notes       

Collateralised securities 28,569 -2,233 26,336 17,197 -978 16,219 

Collective Investments 
Undertakings 

123,995 -6,653 117,342 183,618 -11,894 171,724 

Derivatives 115,881 -152,185 -36,304 46,467 -30,533 15,934 

Loans 8,495 -1,374 7,121 1,772 -292 1,480 

Deposits other than cash 
equivalents 

37,585 -3,391 34,194 26,852 -1,002 25,850 

Deposits to cedants 176,786 -50,742 126,044 142,882 -18,968 123,914 

Cash and cash equivalents 1,085 -97 988 29 -98 -69 

Total  2,779,180 -838,411 1,940,769 1,913,418 -225,999 1,687,418 

       

Hannover Rück does not record any profits or losses directly in shareholders´equity in accordance 
with the HGB. 

In the item ñCollateralised securitiesò in the Solvency II balance sheet of Hannover Rück 
securitisations are recorded in the form of Collateralised Loan Obligations (CLO). The resulting 
income and expenses along with their composition can be taken from the above table. CLOs are 
assets-backed financial instruments, which consist of a portfolio of fixed income securities divided 
into several tranches. In principle, high rates of interest are to be viewed as the compensation for 
increasing probabilities of default, according to which the individual tranches are differentiated from 
one another. When investing in CLOs, every effort is made within a multilevel risk management 
system to ensure a sufficient level of investment diversification. In this regard, the capital 
investment guidelines established by Hannover Rück stipulate percentile maximum volumes for 
investments in CLOs and, in addition, lower maximum thresholds for the sub-category ñCLO Equity 
Tranchesò. 

The volume of CLO positions held by Hannover Rück as of the balance sheet date can be found in 
the following table. 
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Collateralised Loan Obligations  
 

in TEUR Market value  

Collateralised Loan Obligations 724.145 

Total  724.145 

  

 

A.4 Performance of other activities  

A.4.1 Other income and expenses  

The following table displays other income and expenses, disclosed as statutory account values 
HGB. 

Other income  
 

in TEUR 2022 2021 

Exchange rate gains 43,155 168,870 

Income from sale of renewal rights  42,520 

Profit from services 34,876 35,557 

Income from guarantees given 7,062 6,932 

Separate value adjustments on accounts receivable and retrocessions 41,214 3,628 

Release of non-technical provisions 3,475 2,553 

Interest pursuant to § 233 a AO (Fiscal Code) 15,166 21,093 

Allocated investment return 8,742 18,555 

Income from tax refunds 7,629 1,840 

Income from reinsurance contracts 1,558 1,602 

Profit from joint ventures  5,573 

Profit from clearing transactions 1,089 3,310 

Amounts realised 54 187 

Reimbursement of expenses 295 282 

Income from discounting pursuant to § 277 (5) HGB (Commercial Code) 9 7 

Other income 2,939 2,940 

Total  167,263 315,449 

   

 
  



 

25 
 
 
Hannover Rück | Solvency and Financial Condition Report 
 

Other expenses  
 

in TEUR 2022 2021 

Financing interest 86,500 76,441 

Exchange rate losses 228,541 89,701 

Deposit interest 93,136 62,492 

Expenses for the company as a whole 80,461 68,539 

Expenses from services 35,561 36,460 

Separate value adjustments on accounts receivable and retrocessions 14,105 10,435 

Expenses for joint ventures 11,250 7,219 

Interest charges on old-age pension scheme 3,352 2,399 

Expenses for letters of credit 2,955 2,302 

Expenses from reinsurance contracts 462 1,726 

Write-downs on accounts receivable 2,703 685 

Interest charges from reinsurance transactions 532 205 

Compounding of interest on provisions / expense from compounding pursuant to 
§ 277 (5) HGB (Commercial Code) 9 37 

Interest pursuant to § 233 a AO (Fiscal Code) 179 656 

Other interest and expenses 6,564 7,070 

 566,310 366,367 

Less: Technical interest  1,507 9,534 

Total  564,803 356,833 

   

 

A.4.2 Significant leasing agreements  

There are no significant operating or financing-leasing agreements. 

Individual operating leasing agreements exist related to office buildings and other assets. 

 

A.5 Any other information  

There is no other information to be reported. 
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B. System of Governance

B.1 General information on the System of Governance  

The Hannover Rück has an effective system of governance in place which provides for sound and 
prudent management. The main elements of the System of Governance are described in the 
following sections. 

 

B.1.1  Governance struc tur e 

B.1.1.1 Our Administrative, Management or Supervisory body   

Our administrative, management or supervisory body consists of the Executive Board and the 
Supervisory Board. 

Executive Board  

The Executive Board consists of no less than two persons. Furthermore, it is up to the Supervisory 
Board to determine the number of members of the Executive Board.  

The members of the Executive Board are appointed by the Supervisory Board for a term of five 
years. Re-appointments for five year maximum are permissible. 
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The following overview shows the allocation of the areas of responsibility to the members of the 
Executive Board as of 31 December: 

Members of the Executive Board  
 

Chairman  
Chief 

Financial 
Officer  

Property & Casualty Reinsurance  Life & Health Reinsurance  

Jean-Jacques 
Henchoz  

Clemens 
Jungsthöfel  

Dr. Michael 
Pickel  

Sven Althoff  Silke Sehm  Claude Chèvre  
Dr. Klaus 

Miller  

Compliance 
 
IT and Facility 
Management  
 
Human 
Resources  
Management 
 
Internal 
Auditing 
 
Risk 
Management & 
Actuarial 
Function 
 
Group 
Operations and 
Strategy 
 
Corporate 
Communi-
cations 

Asset 
Management 
 
Reinsurance 
Accounting 
and Valuation 
 
Group Finance 
 
Investor and 
Rating Agency 
Relations 

Property & 
Casualty 
Reinsurance: 
Asia, Australia 
and 
Middle East. 
Germany, 
Switzerland, 
Austria and 
Italy. 
Latin America 
and 
Iberian 
Peninsula. 
 
Run-Off 
Solutions 
 
Agricultural 
Risks 
 
Group Legal 
Services  

Coordination of 
Property & 
Casualty 
Business 
Group 
 
Property & 
Casualty 
Reinsurance: 
North America 
and Carribean, 
United 
Kingdom, 
Ireland 
and London 
Market. 
 
Aviation and 
Marine 
 
Credit, Surety 
and 
Political Risks 
 
Facultative 
Reinsurance 
 
Quotations 

Property & 
Casualty 
Reinsurance: 
Continental 
Europe 
and Africa 
 
Catastrophe XL 
(Cat XL) 
 
Structured 
Reinsurance 
and 
Insurance-
Linked 
Securities  
 
Retrocessions 

Life & Health 
Reinsurance: 
Africa, Asia, 
Australia, Latin 
America, 
Middle East, 
Western and 
Southern 
Europe 
 
Analytics & 
Longevity  
 

Life & Health 
Reinsurance: 
North America 
and Bermuda, 
United 
Kingdom, 
Ireland, 
Northern, 
Eastern and 
Central Europe 

 

The four (Solvency II) key functions are allocated to the Chairman of the Executive Board. For 
further information on key functions (Solvency II) please refer to the following sections of chapter B. 

Supervisory Board  

The Supervisory Board consists of nine members appointed by the AGM. Of these nine members, 
three shall be appointed on recommendation by the employees. The AGM is bound by these 
recommendations for the appointment of the employeesô representatives. Apart from those, the 
AGM can freely propose candidates. Every member of the Supervisory Board can resign from his 
membership by adhering to a notice period of one month, without any obligation to specify an 
important reason, by written notice to the Company, represented by the Management Board and 
the Chairman of the Supervisory Board (if notice is given by the Chairman himself, to his deputy). 
The Chairman of the Supervisory Board may choose to forgo adherence to this notice period. 

The appointment for a successor of a member who has resigned prior to termination of his term is 
for the remaining term of the resigned member. 
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As of 31 December the Supervisory Board consists of the following members: 

Members of the Supervisory  Board and membership in commit tees 
 

Members of the  
Supervisory Board  

Standing 
Committee  

Finance and Audit 
Committee  

Nomination 
Committee  

Staff 
representative  

Torsten Leue , 
Chairman  

X X X  

Herbert K. Haas , 
Deputy Chairman   

X X X  

Natalie Bani Ardalan     X 

Frauke Heitmüller     X 

Ilka Hundeshagen     X 

Dr. Ursula Lipowski   X   

Dr. Michael Ollmann      

Dr. Andrea Pollak    X  

Dr. Erhard Schipporeit  X  
 
 

 

 

The Supervisory Board may form committees from among its members and authorise them to pass 
resolutions, to the extent permitted by law. 

The Supervisory Board received an analysis of the 2021 results in Property & Casualty and 
Life & Health reinsurance as well as a presentation from the Executive Board covering the profit 
expectations for the 2022 financial year and the operational planning for the 2023 financial year. 
Outside the meetings, too, the Chairman of the Supervisory Board was constantly kept informed by 
the Chairman of the Executive Board of major developments and impending decisions as well as of 
the companyôs risk situation. The full Supervisory Board was also kept informed of major events 
outside the meetings in writing. Dr. Lipowsky, since 1 April 2022 Chairwoman of the Finance and 
Audit Committee, and prior to her Mr. Haas in the same role as Chairman, engaged in a regular 
dialogue during 2022 with the Chief Financial Officer and the independent auditor on the topics of 
financial reporting, auditing of the financial statements and the internal control system. All in all, the 
Supervisory Board were involved in decisions taken by the Executive Board and assured itself of 
the lawfulness, regularity and efficiency of the companyôs management as required by our statutory 
responsibilities and those placed upon us by the companyôs Articles of Association. 

No audit measures pursuant to § 111 Para. 2 Sentence 1 of the Stock Corporation Act (AktG) were 
required in the 2022 financial year. 

There were no changes in the composition of the Supervisory Board or its committees in the 
current year. The term of office of the companyôs Supervisory Board ends pursuant to Ä 10 (3) of 
the Articles of Association of Hannover Rück at the end of the General Meeting that ratifies the acts 
of management for the 2023 financial year. Nor were any changes made to the composition of the 
Executive Board in 2022. 
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B.1.1.2 Key functions  

The following graph gives an overview of the main tasks and the interaction of the main elements of 
the System of Governance including the key functions: 
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Hannover Rück has set up Group-wide risk management functions to safeguard an efficient and 
effective risk management system. The individual elements of the risk management function are 
closely interlinked and the roles, tasks and reporting channels are clearly defined and documented. 
We have implemented the three lines of defence model. The first line of risk steering rests with 
market and market-supporting departments on the divisional or company level. The second line of 
defence is made up of the risk management functions, the actuarial function and the compliance 
function. These functions are responsible for process-integrated monitoring and control. The third 
line of defence is the process-independent monitoring performed by the internal audit function. 

All key functions are equipped with appropriate resources and skills. The reporting lines to one 
another and to the Board Member responsible for the division respectively to the Executive Board 
have been clearly defined. 

 

B.1.2 Remuneration policy  

B.1.2.1 Remuneration of the executive b oard  

The amount and structure of the remuneration of the Executive Board are geared to the size and 
activities of the company, its economic and financial position, its success and future prospects as 
well as the customariness of the remuneration, making reference to the benchmark environment 
(horizontal) and the remuneration structure otherwise applicable at the company (vertical). The 
remuneration is also guided by the tasks of the specific member of the Executive Board, his or her 
individual performance and the performance of the full Executive Board. 

With an eye to these objectives, the remuneration system has two components: fixed salary / non-
cash compensation and variable remuneration. The variable remuneration is designed to take 
account of both positive and negative developments. Overall, the remuneration is to be measured 
in such a way that it reflects the companyôs sustainable development and is fair and competitive by 
market standards. In the event of 100% goal attainment the remuneration model provides for a split 
composed of roughly 40% fixed remuneration and roughly 60% variable remuneration. 

The profit- and performance-based remuneration (variable remuneration) is contingent on certain 
defined results and the attainment of certain set targets. The set targets vary according to the 
function of the Board member in question. The variable remuneration consists of a profit bonus and 
a performance bonus. The variable remuneration is defined at the Supervisory Board meeting that 
approves the consolidated financial statement for the financial year just ended.  

The Executive Board remuneration is stated on the basis of the remuneration granted and owing. 
The total remuneration received by the Executive Board of Hannover Rück amounts to TEUR 8,640. 

 

B.1.2.2 Remuneration of the s upervisory b oard  

The remuneration of the Supervisory Board is determined by the Annual General Meeting of 
Hannover Rück and regulated by the Statute. 

The total remuneration received by the Supervisory Board of Hannover Rück amounts to 
TEUR 1,035. 
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B.1.2.3 Remunera tion of staff and senior executives  

The remuneration system for senior executives below the Executive Board (management levels 2 
and 3) and for key function holders in Germany belonging as a matter of principle to the ranks of 
senior executives consists of a fixed annual salary and variable remuneration. This is comprised of 
short-term variable remuneration, the annual cash bonus and long-term share-based remuneration, 
the Share Award Plan. 

Members of staff on the levels of Chief Manager, Senior Manager and Manager are also able to 
participate in a variable remuneration system through the Group Performance Bonus (GPB). The 
GPB is a remuneration model that is linked to the success of the company. 

 

B.1.3 Related party transactions  

Talanx AG holds an unchanged majority interest of 50.2% in Hannover Rück. For its part, HDI 
Haftpflichtverband der Deutschen Industrie Versicherungsverein auf Gegenseitigkeit (HDI), 
Hannover, holds a stake of 79.0% in Talanx AG.  

The business relationship between Hannover Rück and its subsidiary E+S Rückversicherung AG is 
based on a cooperation agreement. A retrocession by Hannover Rück to E+S Rückversicherung 
AG exists in Property & Casualty reinsurance. E+S Rückversicherung AG and Hannover Rück bear 
exclusive responsibility for German business and for international markets respectively. 

The members of the governing bodies did not receive any advances or loans in the year under 
review. Nor were there any other material reportable circumstances or contractual relationships as 
defined by IAS 24 between companies of the Hannover Re Group and the members of the 
governing bodies or their related parties in the year under review. 

 

B.2 Fit and proper requirements  

B.2.1 Requirements  

On 16 October 2015, the framework directive of Hannover Rück pertaining to the fulfilment of the 
Fit & Proper requirements in the Hannover Re Group was decreed by the Executive Board. 

 

B.2.2 Description of requirements  

The professional qualification (fitness) of individuals with key functions refers to a professional 
qualification suitable for the respective position as well as skills and experience, which are 
necessary for a robust and cautious management approach, and for the fulfilment of the position. 
The appropriateness is assessed according to the principle of proportionality, and takes into 
account the company-individual risks along with the type and scope of business operations. 
Specialist fitness requirements stemming from established supervisory practices are to be complied 
with by those individuals who actually head up the company, and the members of the Supervisory 
Board. Collective fitness requirements have been established for mutual controlling and monitoring. 
The requirements placed on the professional qualification of those holding key functions are closely 
linked with the special features of the respective governance tasks. 
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Individuals with key functions must, as part of personal reliability (propriety), act responsibly and 
with integrity, and carry out activities both dutifully and with the necessary level of care. Conflicts of 
interest must be avoided and the individual must not have demonstrated a lack of responsibility in 
the form of criminal actions prior to their nomination / appointment. There is no requirement for 
personal reliability to be positively established. It will be assumed, whenever there are no 
observable facts indicating the contrary. Unreliability is only to be assumed if personal 
circumstances according to general life experience give reason to believe that this could undermine 
the thorough and proper exercising of the function. 

For Hannover Rück, the circle of individuals entrusted with key tasks consists of persons who  

¶ actually head up the company (Executive Board members) including the authorised 
representatives of an EU / EEA branch, 

¶ hold other key functions (members of the Supervisory Board, owners of one of the key 
functions including compliance, internal audit, risk management, actuarial function). 

 

With regard to their various roles, these individuals are required to provide evidence of their 
professional qualifications in different areas as follows: 

¶ Educational background 

¶ Practical knowledge 

¶ Management experience 

¶ Language skills 

¶ Required specialist knowledge in relation to the relevant key function 

¶ Collective requirements 
 

The professional and personal requirements for members of the Supervisory Board are comprised 
in a guideline document since 2017. 

In the event that key functions are outsourced, general requirements for this are defined within a 
group policy.  

No key functions were outsourced in 2022. 

 

B.2.3 Evaluation process  

The requirements and reporting processes with respect to the supervisory authority correspond to 
the current standard processes based on the BaFin information sheets on professional competence 
and reliability. 

Pursuant to the framework directive on the fulfilment of the Fit & Proper requirements, at the 
preliminary stage of recruiting new members of staff who will actually head up the company or hold 
other key roles, a detailed curriculum vitae will be submitted and a requirements profile set, which 
detail and describe the necessary qualifications. The framework directive pertaining to the fulfilment 
of Fit & Proper requirements contains a checklist in the attachment, which is to be used in the 
assessment of the Fit & Proper requirements of these individuals. The requirements profile contains 
evidence of the following minimum requirements: 

Description of the position with key functions: 
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¶ Performance catalogue (job description) 

¶ Authority to make decisions 

¶ Level of staff responsibility 
 

Professional qualification (general): 

¶ Level of education (commercial or vocational training) 

¶ University degree or professional standard (such as, for example, for auditors or actuaries) 

¶ Knowledge and understanding of business strategy 

¶ Knowledge of the system of governance 

¶ Foreign language skills, minimum of English language and other foreign languages where 
possible 

 

Professional qualification (depending on the particular position): 

¶ Industry experience 

¶ Knowledge and understanding of the business model 

¶ Ability to interpret accounting and actuarial data 

¶ Knowledge and understanding of the regulatory frameworks affecting the company 

¶ Expertise in personnel management, staff selection, succession planning 
 

The required specific knowledge for owners of one of the key functions including compliance, 
internal audit, risk management, and actuarial mathematics is included in the referred role 
description. 

The procedure for assessing the transfer of tasks stipulates that, at the preliminary stage of 
recruiting new members of staff, a detailed curriculum vitae must be submitted and a requirements 
profile must be set, which contains the verification of predefined minimum requirements. The 
continual safeguarding of compliance with the relevant requirements is undertaken every five years 
in the form of an assessment of the requirements profile, undertaken by the responsible 
organisational unit. 

As part of the event-driven assessment, any significant changes in the underlying parameters 
trigger an assessment of the compliance with the catalogue of requirements. This involves a 
differentiation of the characteristics deemed necessary in the person and in the position. 

The assessment and control procedures are summarised in an overview, which contains the 
assessment cycle of the requirements profile and the responsibility for the assessment and duty to 
inform held by those individuals who actually head up the company, and those individuals who 
have other key functions. 
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B.3 Risk Management System including the Own Risk and Solvency 
Assessment  

B.3.1 Risk management system including risk management function  

B.3.1.1 Strategy implementation  

Robust governance and strong risk management, integrated compliance and corporate social 
responsibility establish the foundation for our business operations. This is enshrined in our 
company strategy.  

The risk strategy, the risk register and the system of limits and thresholds ï as integral components 
of our Risk and Capital Management Guideline ï are reviewed at least once a year. In this way we 
ensure that our risk management system is kept up-to-date.  

Our solvency ratio is subject to a limit of 180% and a threshold of 200%. Countermeasures would 
be triggered if the solvency ratio were to fall below this threshold. These indicators are monitored 
using our internal capital model and the Executive Board is informed quarterly about adherence to 
these key parameters as part of regular reporting. The necessary capital resources are determined 
according to the requirements of our economic capital model, solvency regulations, the 
expectations of rating agencies with respect to our target rating and the expectations of our clients. 
Above and beyond that, we maintain a capital cushion in order to be able to act on new business 
opportunities. 

 

B.3.1.2 Risk capital  

In the interests of our shareholders, clients and employees we strive to ensure that our risks remain 
commensurate with our capital resources. Our quantitative risk management provides a uniform 
framework for the evaluation and steering of all risks affecting the company as well as of our capital 
position. In this context, the internal capital model ï a stochastic enterprise model - is our central 
tool. It covers all subsidiaries and business groups of Hannover Rück. The core variable in risk and 
enterprise management is the economic capital, which is calculated according to market-consistent 
measurement principles and also constitutes the basis for calculating the own funds under 
Solvency II.  

Hannover Rück calculates the required risk capital as the Value at Risk (VaR) of the change of 
economic capital over a period of one year with a confidence level of 99.5%, in accordance with 
Solvency II. Independently from the regulatory reporting requirements, Hannover Rück calculates 
the capital requirements with a full internal model. This leads to desired capital requirements for 
market risks, underwriting risks, counterparty default risks and operational risks. 

We hold capital above all in order to meet the requirements of the rating agencies for our target 
rating and to be able to act flexibly on business opportunities. We strive for a rating from the rating 
agencies most relevant to our industry that facilitates and secures our access to all reinsurance 
business worldwide. Hannover Rück is analysed by the rating agencies Standard & Poorôs and 
A.M. Best as part of an interactive rating process. The current financial strength is assessed as 
ñAA-ò (Very Strong, stable outlook) by Standard & Poorôs and ñA+ò (Superior, stable outlook) by 
A.M. Best. In this context, both Standard & Poorôs and A.M. Best consider Hannover Rückôs risk 
management to be a very important aspect in the evaluation of financial strength and rate it as very 
strong. 
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B.3.1.3 Internal model governance  

The governance of the internal model is defined in a number of documents and policies. In 
particular, governance rules include roles, responsibilities and standards for changes to the internal 
model and model validation as well as standards for internal and external data and expert settings 
used in the internal model. The rules have been set-up in compliance with the requirements of 
Solvency II.  

The risk management function provides quarterly reports on internal model results and changes to 
the Executive Board and the Risk Committee. The reporting supports the tracking of changes to the 
risk profile and the solvency ratio over time. Apart from this reporting, internal model results are 
embedded in the essential internal steering processes such as capital cost allocation and new 
product evaluation.  

The annual model validation ensures that the internal model meets all defined quality standards of 
the policies. The Solvency II directive requires that the validation is performed as an independent 
process. Therefore, Hannover Rück has set-up a validation process which assigns validation to 
departments different from the departments responsible for model operation, calibration and 
maintenance. The validation report includes numerous stress tests and sensitivity analyses. 

There have not been any significant changes in the model governance during the reporting period. 
The model change policy remained unchanged as well. 

 

B.3.1.4 Organisation of risk management and the tasks of the risk management function  

An overview of risk management`s organisational structure is provided in Section B.1.1.2 above. 

The risk management function consists of three primary components: the Risk Committee, the 
Chief Risk Officer and the risk monitoring function. 

Risk C ommittee  

The tasks of the Risk Committee ï the body charged with the monitoring and coordination of risk 
management ï are derived from the Rules of Procedure regarding the Risk Committee. The scope 
of decision-making for the Risk Committee lies within the boundaries of risk appetite set by the 
Executive Board. Changes, and any instances of increase in risk appetite, require the approval of 
the Executive Board. Further tasks include quality assurance of the ORSA process and monitoring 
of the implementation of risk-related measures. The Risk Committee also receives the model 
change reports according to the model change policy. 

Chief Risk Officer  

The Chief Risk Officer is also the head of the risk monitoring function and member of the Risk 
Committee. The Chief Risk Officer coordinates the ORSA process and ensures the framework 
conditions of an effective risk management system. 

Risk monitoring functi on 

The risk monitoring function coordinates and bears responsibility for comprehensive monitoring 
(systematic identification, evaluation, monitoring and reporting) of all significant asset- and liability-
related risks and the regular execution of the ORSA process (cf. section B.3.2). Furthermore, the 
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risk monitoring function develops methods, standards and processes for the assessment and 
monitoring of risk. 

The risk monitoring function fulfils its tasks objectively and independently for Hannover Rück. 
Changes to the risk management function during the reporting period include the strengthening of 
cyber and pandemic exposure management standards, the strengthening of new product 
processes, the further integration of climate change analysis in regular risk management processes 
as well as the strengthening of IT security standards. 

 

B.3.1.5 Key elements of our risk management system  

Our Risk and Capital Management Guideline including our risk strategy and the system of limits 
and thresholds for material risks of Hannover Rück describe the central elements of our risk 
management system. The risk management system is subject to a constant cycle of planning, 
action, control and improvement. Systematic risk identification, analysis, measurement, steering 
and monitoring as well as risk reporting are especially crucial to the effectiveness of the system as 
a whole. 

The Risk and Capital Management Guideline describes, among other things, the major tasks, rights 
and responsibilities, the framework conditions and the risk control process. The rules, which are 
derived from the corporate strategy and the risk strategy, additionally take account of the regulatory 
requirements for risk management as well as international standards and developments relating to 
appropriate enterprise risk management.  

Group-wide risk communication and an open risk culture are important to our risk management. 
Regular global meetings attended by the actuarial units and risk management functions serve as a 
central anchor point for strategic considerations in relation to risk communication. Beyond that, the 
requirements by the risk management are stated in guidelines and policies, which are 
communicated Group-wide. 

Risk -bearing capacity concept  

The establishment of the risk-bearing capacity involves determining the total available risk 
coverage potential and calculating how much of this is to be used for covering all material risks. 
This is done in conformity with the parameters of the risk strategy and the risk appetite defined by 
the Executive Board. Those individual risks that can be quantitatively measured as well as the risk 
position as a whole are evaluated using our risk model. A central system of limits and thresholds is 
in place to monitor material risks. This system incorporates in particular the indicators derived and 
calculated from the risk-bearing capacity, along with other risk-related key figures. Adherence to the 
overall risk appetite is verified on an ongoing basis using the results of the risk model.  

Risk identification  

A key source of information for monitoring risks is the risk identification carried out on a rotating 
basis. All identified risks are documented in the central register containing all material risks. Risk 
identification takes the form of, for example, structured assessments, interviews or scenario 
analyses. External insights such as recognised industry know-how from relevant bodies or working 
groups are incorporated into the process. Risk identification is important for ensuring that our risk 
management consistently remains up-to-date. 
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Risk analysis and assessment  

In principle, every risk that is identified and considered material is assessed quantitatively. Only risk 
types for which quantitative risk measurement is currently impossible or difficult are mostly 
assessed qualitatively (e.g. strategic, reputational or emerging risks). Qualitative assessment takes 
the form of inter alia expert evaluations. Quantitative assessment of material risks and the overall 
risk position is performed by Group Risk Management using the internal risk model. The model 
makes allowance as far as possible for risk accumulations and concentrations.  

Risk steering  

The steering of all material risks is the task of the operational business units on the divisional and 
company level. In this context, the identified and analysed risks are either consciously accepted, 
avoided or minimised. The risk / reward ratio and the required capital are factored into the divisionôs 
decision. Risk steering is assisted by, among other things, the parameters of the central and local 
underwriting guidelines and by defined limits and thresholds. 

Risk monitoring  

The monitoring of all identified material risks is a core task of Group Risk Management. This 
includes, inter alia, monitoring execution of the risk strategy as well as adherence to the defined 
limits and thresholds and to risk-related methods and processes. A further major task of risk 
monitoring is the ascertainment of whether risk steering measures were carried out and whether 
the planned effect of the measures is sufficient.  

Risk communication and risk culture  

Risk management is firmly integrated into our operational processes. It is assisted by transparent 
risk communication and the open handling of risks as part of our risk culture. Risk communication 
takes the form, for example, of internal and external risk reports, in the context of committee and 
project work, through information on current risk complexes in the intranet and training 
opportunities for staff. The regular sharing of information between risk-steering and risk-monitoring 
units is also fundamental to the proper functioning of risk management.  

Risk reporting  

Our risk reporting provides systematic and timely information about all material risks and their 
potential implications. The central risk reporting system consists primarily of regular risk reports, e.g. 
on the overall risk situation, adherence to the parameters defined in the risk strategy or on the 
capacity utilization within specific catastrophe scenarios. Complementary to the regular risk 
reporting, immediate internal reporting on material risks that emerge at short notice takes place as 
necessary. 

Process -integrated  / -independent monitoring and quality assurance  

Irrespective of internally assigned competencies, the Executive Board is responsible for the orderly 
organisation of the companyôs business. This also encompasses monitoring of the internal risk 
steering and control system. Furthermore, the Executive Board is the owner of the economic capital 
model and is responsible for the approval of major model changes. Process-independent 
monitoring and quality assurance of risk management is carried out by the internal audit function 
and external instances (regulators, independent auditors and rating agencies). Most notably, the 
independent auditors review the trigger mechanism and the internal monitoring system. The entire 
system is rounded off with process-integrated procedures and rules, such as those of the internal 
control system. 
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B.3.1.6 Risk landscape  

In the context of its business operations, Hannover Rück enters into a broad variety of risks. These 
risks are deliberately accepted, steered and monitored in order to be able to act on the associated 
opportunities. The parameters and decisions of the Executive Board with respect to the risk 
appetite of Hannover Rück, which are based on the calculations of risk-bearing capacity, are 
fundamental to the acceptance of risks. Through our business operations on all continents and the 
diversification between our Property & Casualty and Life & Health reinsurance business groups we 
are able to effectively allocate our capital in light of opportunity and risk considerations. Along with 
our principal business operations as a reinsurer of Property & Casualty and Life & Health business, 
we also transact primary insurance in selected niche markets as a complement to our core 
reinsurance business. Crucial importance attaches to our risk management in order to ensure that, 
among other things, risks to the reinsurance portfolio remain calculable and also exceptional major 
losses do not have an unduly adverse impact on the result. 

The risk landscape of Hannover Rück encompasses: 

¶ Underwriting risks in Property & Casualty and Life & Health reinsurance which originate from 
our business activities and manifest themselves inter alia in fluctuations in loss estimates as 
well as in unexpected catastrophes and changes in biometric factors such as mortality, 

¶ Market risks which arise in connection with our investments and also as a consequence of 
the valuation of long-term payment obligations associated with the technical account, 

¶ Counterparty default risks resulting from our diverse business relationships and payment 
obligations inter alia with clients and retrocessionaires, 

¶ Operational risks which may derive, for example, from deficient processes or systems as 
well as  

¶ Sustainability and reputational, liquidity, strategic and emerging risks. 
 

 

B.3.2 Own Risk and Solvency Assessment (ORSA)  

The ORSA cycle mirrors our circuit of planning, action, monitoring und finally enhancement and 
comprises the elements listed in Section B.3.1.5. 

The ORSA report is prepared on an annual basis and summarizes the results of the last ORSA 
cycle. Here, the internal model is used ï especially for the calculation of solvency requirements in 
comparison to the allocated risk capital. The interplay between risk and capital management is 
highlighted here. Additionally, it explains the inclusion of the Executive Board into the ORSA 
process and its use as one of the controlling instruments at the companyôs disposal. 

The ORSA report is coordinated by the risk management division and is subject to both 
assessment and approval by the Executive Board. In addition, the report is submitted to the 
Supervisory Board and BaFin. 

Risk reporting  

The risk monitoring function produces regular reports, which show the companyôs risk position.  

These reports form the basis for the solvency and risk assessments described in the ORSA report. 
Therein all employees contributing to the above procedures are involved as data and information 
suppliers and consulted for quality assurance. 
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The Executive Board takes the ORSA results into consideration when assessing the degree of 
accomplishment of defined business targets. If needed, changes in the business process take 
place. This establishes a surveillance circuit for business enhancements and risk mitigation. 

In the event that - because of a material change in risk profile - an ad hoc ORSA report becomes 
necessary, Hannover Rück has defined specific procedural plans and responsibilities. 

In addition to the internal risk reporting and the ORSA report, we generate this annual Solvency 
and Financial Condition Report (SFCR) and an annual Regular Supervisory Report (RSR).

 

B.4 Intern al Control System  

B.4.1 Elements of the internal control system  

The internal control system (ICS) serves, among other purposes, to secure and protect existing 
assets, prevent and reveal errors and irregularities and comply with laws and regulations. The core 
elements of Hannover R¿ckôs ICS are documented in a guideline that establishes a common 
understanding of the differentiated execution of the necessary controls. The guideline defines 
concepts, stipulates responsibilities and provides a guide for the description of controls. The ICS 
consists of systematically structured organisational and technical measures and controls within the 
company. These include, among other things, the principle of dual control, separation of functions, 
documentation of the controls within processes as well as technical plausibility checks and access 
privileges in the IT systems. 

The proper functioning of the ICS necessitates the involvement of management, executive staff and 
employees on all levels. Financial reporting must satisfy international and national financial 
reporting standards as well as regulatory requirements. This is safeguarded in the area of 
accounting and financial reporting by processes with integrated controls which ensure the 
completeness and accuracy of the annual and consolidated financial statements. A structure made 
up of differentiated criteria, control points and materiality thresholds assures our ability to identify 
and minimise the risk of errors in the annual and consolidated financial statements at an early stage. 

 

B.4.2 Compliance  function  

Compliance Management System  

Hannover Rück defines compliance as the observance of the applicable statutory and regulatory 
provisions and intra-company guidelines. 

Hannover Rück implemented a Compliance Management System (CMS) to ensure overall 
Compliance. It is based on accepted international standards and consists of six elements: 
compliance culture, compliance function, compliance risk, compliance program, compliance 
communication, compliance monitoring and Improvement. 

Compliance culture  

Compliance culture provides the basis for the adequacy and effectiveness of the CMS. The 
importance of compliance is not only reflected in the Code of Conduct (CoC), it is an explicit part in 
the group strategy which in turn further emphasises the importance of compliance from the 
management perspective (Tone from the Top). 
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In 2022, Hannover Rück revised its Code of Conduct. Both English and German versions of the 
new Code of Conduct are published on the Hannover Rück website. The publication of the 
document in further languages is in preparation. 

Compliance f unc tion  

Hannover Rück has opted for a decentralised approach towards the implementation of the 
Compliance function, i.e. the tasks of the Compliance function will not only be fulfilled by one 
department, but by various departments. The Compliance function is therefore located in several 
departments. 

The head of the department Group Legal Services (GLS) is the holder of the key compliance 
function as well as the Compliance Officer (CO).  

The Executive Board of Hannover Rück has established the compliance division within GLS for the 
fulfilment of some of the tasks of the compliance function. The CO is authorised to appoint further 
members of staff from GLS for the purpose of fulfilling compliance function tasks as necessary. 

In the process of planning and organising of the CMS the subjects of particular compliance 
relevance were identified through the employment of a risk-based approach and past experiences 
gained primarily by the Compliance and Internal Audit department (Group Auditing, GA). The scope 
is assessed annually. The CO will propose an appropriate adjustment to the Executive Board if a 
change in assessment occurs. 

The key areas of compliance as mentioned above are monitored by the compliance function at 
Hannover Rück. Therefore, different departments work together in order to fulfil this function. E.g. 
employment law remains the responsibility of the Human Resources department, tax law falls under 
the jurisdiction of the Tax department of Hannover Rück. 

The handling of subjects of particular compliance relevance by the departments, who collectively 
form the compliance function, comprises at least the following activities: 

¶ Identification and evaluation of risks, which are associated with the non-compliance of 
statutory requirements (risk control) 

¶ Evaluation of the possible consequences for the company's activity as a result of changes in 
legal operating conditions (risk relating to changes in the law/early warning) 

¶ Consultation with regard to compliance with the legal provisions which apply to company 
activity 

¶ Assessment of the appropriateness of implemented measures in relation to compliance with 
statutory requirements (monitoring function) 

 

Compliance r isk  

The term compliance risk is commonly referred to as the risk of legal or regulatory sanctions due to 
non-compliance with laws, regulations and regulatory requirements or due to a serious financial 
loss or a loss of reputation. 

The compliance risk assessment is based on the compliance risk matrix which allows for a 
systematic evaluation and assessment of individual compliance risks. The risk assessment is 
thereby the result of the combination of probability of occurrence and impact (consequence). 
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Compliance programme  

Every year, the CO prepares a compliance plan for the following year. This plan determines where 
the key areas of compliance activity should be in the subsequent year. The plan takes into account 
all relevant areas of activity of the company and the compliance risk situation. The CO implemented 
a compliance plan for 2022. 

Hannover Rück has specified its compliance policy in writing in a manual bearing the title ñGroup 
Compliance Handbookò. This manual is regularly assessed for its pertinence and, if necessary, 
updated ï at least once a year ï and on an event-driven basis by the members of staff within the 
compliance function when new developments occur.  

The appointed CO for Hannover Rück bears particular responsibility for monitoring of changes 
made to legal provisions and standards made by legislators, as well as case law. He assesses the 
new developments for their relevance and communicates pertinent innovations and changes to the 
respective departments and the Executive Board.  

The CO advises members of the Executive Board and members of staff of Hannover Rück upon 
request regarding compliance topics. 

Compliance c ommunication  

Compliance communication comprises several aspects including reporting, training and a speak-up 
culture. 

The CO maintains constant contact and exchange with the further members of the compliance 
function both in Germany and abroad. 

As the holder of the key function compliance, the CO reports directly to the members of the 
Executive Board responsible for the Legal and Compliance department. Reports are provided on 
relevant compliance incidents. Depending on the seriousness of the incident, the reporting can be 
performed within a regular annual report or on an ad hoc basis. 

For the preparation of the Hannover Rück annual compliance report to be presented to the 
Supervisory Board in its Finance & Audit Committee meeting, the CO and the compliance staff 
assess the monitoring plan of the Hannover Office as well as the compliance reports by the Local 
Offices. The report contains information on all compliance-relevant topics. 

The compliance function also holds regular training sessions for members of staff, in particular with 
regard to legislative reforms, announcements by the insurance supervisory authority or other 
changes. With publication of the new Code of Conduct, a new training on compliance topics was 
installed in 2022 for all staff. 

Complianc e monitoring and improveme nt 

By way of continuous monitoring, the CO and the members of staff of the compliance function 
contribute to ensuring compliance by the executive bodies (Executive Board and Supervisory Board) 
and the members of staff of Hannover Rück with legal and regulatory operating conditions. 

Compliance evaluates adequacy and effectiveness of implemented measures to mitigate identified 
compliance risks on an annual basis. The result of this evaluation did not show any indications that 
single measures for prevention of non-compliance would have failed. 
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B.5 Internal Audit Function  

Implementation of the Internal Audit Function  

The Company's internal audit function is discharged by the department Group Auditing (GA). GA 
renders independent objective audit services, incl. evaluations and recommendations that help in 
particular to ensure external and internal compliance of processes, the internal control system (ICS) 
and other areas of the Company, identify potential scope for improvements and hence generate 
added value. Along with the auditing activity, GA provides value-adding inputs as an internal 
consultant in its interconnected cooperation with other units and functions of the Company. 

The Executive Board guarantees that GA is not bound by any instructions in the planning of audits, 
conduct of audits, reporting and evaluation of audit results. In order to safeguard this independence 
the Head of GA, who is at the same time the key function holder for the internal auditing of the 
Company pursuant to § 30 as well as § 47 No. 1 VAG, reports directly to the Executive Board. GA 
team members are not employed in other areas of the Company and only perform tasks that are in 
conformity with the GA "Internal Audit Charter". This charter, which has been approved by the 
Executive Board, also sets out the powers of the internal audit function.  

The GA team encompasses staff with various training concentrations, university degrees and 
supplementary vocational examinations in order to cover the wide specialist spectrum of (audit) 
tasks. The members of staff in GA have a broad mix of professional experience both internally (in 
specialist terms especially from the underwriting side) and externally (especially from external 
auditing and consulting). If a need for special capacity or expertise arises, GA can additionally 
involve internal experts and/or appropriate external resources. 

Tasks  

GA supports the Executive Board in the achievement of objectives by evaluating all business 
centres, processes and systems of the Company on a targeted, independent and objective basis 
through a systematic, risk-oriented approach in the planning and conduct of audits and by 
contributing to further development. Audit results are reported directly to the full Executive Board. 
The evaluation of individual findings and the overall evaluation of the audit result are the exclusive 
responsibility of GA. The classification scheme defined by GA for this purpose ensures an objective 
basis for the evaluations made. 

Reporting lines  

The internal audit function reports its audit results and recommendations directly to the Executive 
Board on an ongoing basis through written audit reports, or immediately in the case of serious 
findings, as well as annually in the form of the GA Annual Report. Implementation of the 
recommendations/measures agreed in the audits is monitored by GA at the due dates. 

 

B.6 Actuarial Function  

Implementation of the Actuarial Function  

The Actuarial Function (AF) is decentral organised, as the given tasks are undertaken by several 
organisational units. Utilisation of the expertise and processes, which are directly linked to the core 
tasks of the respective organisational unit, ensures adequate actuarial knowledge for all tasks of 
the AF. 
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The responsible owner of the AF coordinates all tasks related to the AF. He is assigned to the risk 
management department of the company, but operates objectively and independently in respect of 
fulfilling the requirements in undertaking the AF. In exercising his function, the responsible owner of 
the AF receives support from several units within the risk management department and from other 
departments of the company. 

Furthermore, it is the common understanding of AF and Risk Management Function (RMF) that a 
broad exchange of information and a competent support of each otherôs function is useful to fulfil 
their individual tasks in an effective and efficient way. 

With respect to an opinion on the underwriting policy, the AF is supported by those departments 
assigned to the risk management, which are concerned with premium risk and with the 
measurement of underwriting risk, respectively. For the evaluation of the retrocession and the 
accompanying risks, there is a close collaboration between the involved risk management 
departments. In addition, those departments are consulted for coordinating the retrocession 
program of the company. 

Tasks  

The tasks of the AF are inter alia: 

¶ Coordination and validation of the calculation of the Solvency II technical provisions (TP) 

¶ Ensure the appropriateness of the applied methods, the underlying models and assumptions 
­  used for the calculation of the TP for solvency as well as for accounting purposes  
­  used as a basis for the appropriate recognition of the inherent risks of these methods, 

models and assumptions in the internal model 

¶ Evaluation of the uncertainty associated with the estimations made in the calculation of the 
TP 

¶ Regular review and assessment of the underlying data in terms of sufficiency and quality 

¶ Regular comparison of best estimates against experience 

¶ Reconciliation of TP between local accounting principles and Solvency II 

¶ External validation and quality checks by actuarial consulting companies in addition to the 
internal validation of the TP 

¶ Recommendations on improving processes and models used for the calculation of the TP, 
including data collection, if deficiencies have been observed, and monitoring of their 
implementation 

¶ In the context of the contribution to the RMF inter alia 
­  Support of the internal model, especially with respect to underwriting risks including the 

delivery and validation of models, data, parameters) 
­  Monitoring of the reserve level within the scope of the system of limits and thresholds 
­  Analysis of large transactions and new types of business 

¶ Preparation of the AF report containing inter alia the following topics  
­  Tasks of the AF 
­  Activities of the AF in the reporting period 
­  Methods, results and sensitivity analyses in respect of TP 
­  Opinion on the underwriting policy, and 
­  Opinion on the retrocession policy 

 

Reporting Lines  



 

44 
 
 
Hannover Rück | Solvency and Financial Condition Report 
 

In addition to the annual AF report, the responsible owner of the AF reports regularly directly to the 
Executive Board and to the Actuarial Committee, which is the responsible committee for the 
information exchange with the AF. If necessary, the AF reports to the Board or the Actuarial 
Committee on an ad hoc basis or upon requests and vice versa. Any requests of these two bodies 
were directed to the responsible owner of the AF. These direct reporting lines ensure the 
independence of the AF from the other key functions and the operational management. 

The Actuarial Committee consists of the CEO, CFO, the Board member responsible for the risk 
management coordination of the worldwide Property & Casualty reinsurance, the Board member 
responsible for the risk management coordination of the worldwide Life & Health reinsurance, the 
head of the AF, head of the department responsible for the valuation of technical provisions for 
Property & Casualty reinsurance, head of the department in risk management dealing with 
Life & Health reinsurance, and the head of the department in risk management dealing with 
Property & Casualty reinsurance business. 

 

B.7 Outsourcing  

Hannover Rück has a guideline in place, which governs third party provisions and outsourcing. 
Among others, the guideline details all requirements imposed on the outsourcing of (re-)insurance 
activities and functions. Here, the entire management process is described, which consists of the 
following four process steps: 

¶ Initial analysis, incl. materiality assessment and initial risk assessment and due diligence 

¶ Initial contracting, incl. notification  

¶ Continuous steering and monitoring 

¶ Renewal and termination  
 

All relevant stakeholder groups are involved in the management process. Intra-Group outsourcings 
are also integrated into the management process. 

Among others, Hannover Rück has currently outsourced the asset and investment management to 
Ampega Asset Management GmbH, located in Cologne (Germany). This matter concerns the only 
outsourcing classified as important outsourcing of the Group. 

 

 

B.8 Any other information  

B.8.1 Evaluating the appropriateness of the system of governance  

On an annual basis, the Executive Board receives an opinion from the System of Governance 
Assessment Committee regarding the past financial year. This opinion presented by the committee 
dated 13 February 2023 was assessed and approved by the Executive Board. 

The committee is made up of the Heads of the key functions, the Head of Human Resources and 
the Head of Group Operations & Strategy ï Costs, Organisation & Processes, and usually 
convenes twice a year. Guests are invited on an event-driven basis. The basis for the assessment 
of the system of governance includes, among other things, the annual reports submitted by the key 
functions. 
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Based on the assessment conducted by the committee, the Executive Board has reached the 
conclusion that the system of governance of Hannover Rück is appropriate considering the scope 
and complexity of its business activities and the inherent risks. 

 

B.8.2 Other information  

Other information that has a significant influence on the system of governance is not available. 
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C. Risk Profile 

The risk landscape is presented in Section B.3.1.6 and displayed in the following graph. 

Risk landscape of Hannover  Rück  

 

In the context of its business operations Hannover Rück is confronted with a broad variety of risks. 
These risks are deliberately accepted, steered and monitored in order to be able to act on the 
associated opportunities. The parameters and decisions of the Executive Board with respect to the 
risk appetite of Hannover Rück, which are based on the calculations of risk-bearing capacity, are 
fundamental to the acceptance of risks. 

Currently, our most significant individual risks are the default and spread risks within the market 
risks, the reserving and catastrophe risks within the underwriting risks of Property & Casualty 
reinsurance and the mortality risks within the underwriting risks of Life & Health reinsurance.  

Retrocession has a particular significance within risk appetite and risk reduction. It is used to 
protect the capital of Hannover Rück. This ensures that Hannover Rück can benefit from any price 
increases following a market-changing event. The process of strategic placement for 
Hannover Rück, its branches and its subsidiaries is determined by the responsible Board member 
and overseen by the Board as a whole. 

In the course of the mid-term planning, we monitor the business development over a time horizon 
of five years. Besides the basic scenario, we also behold alternative scenarios in respect of the 
evolution of (re)insurance markets including different impacts related to business growth and 
performance. Under the assumptions within the mid-term business plan, the risk profile and the 
capitalisation of Hannover Re Group remains comfortable. It is worthwhile to notice that the 
forecast of the capital requirements is based on various assumptions for the future economic and 
business environment and is therefore to be handled carefully. 




































































































































































