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EXECUTIVE
SUMMARY

CATTOLICA ASSICURAZIONI GROUP

EXECUTIVE SUMMARY
This document was drawn up in compliance with the following Italian and European laws:
Delegated Regulation (EU) No. 2015/35,
Implementing Regulation (EU) 2015/2452,
Italian Private Insurance Code,
IVASS Regulation No. 33 of December 6th, 2016.
IVASS Regulation No. 42 of August 2nd, 2018.
This section presents a summary of the key information, subsequently dealt with in-depth in each following section of this
document, inherent to the solvency situation and the financial conditions of the Cattolica Assicurazioni Group with
reference to:
Business and Performance
Governance System
Risk Profile
Valuation for Solvency Purposes
Capital Management.

A.

BUSINESS AND PERFORMANCE

Corporate information
Cattolica Assicurazioni Group is enrolled in 19th place in the Register of Insurance Groups at IVASS.
Parent Company: Società Cattolica di Assicurazione
Registered office of the Parent Company: Lungadige Cangrande 16 Verona
Supervisory Authority: IVASS, Via del Quirinale 21 – Rome
Independent auditors: Deloitte & Touche S.p.A., Via Tortona 25 Milan
The lines of business (LOB) in which the Cattolica Assicurazioni Group operates are the following:

Non-life business
















Medical expense insurance;
Income protection insurance;
Motor vehicle liability insurance;
Other motor insurance;
Marine, aviation and transport insurance;
Fire and other damage to property insurance;
General liability insurance;
Credit and suretyship insurance;
Legal expenses insurance;
Assistance;
Miscellaneous financial losses:
Non-proportional reinsurance - Health;
Non-proportional reinsurance - Casualty;
Non-proportional reinsurance - Marine, aviation and transport;
Non-proportional reinsurance - Property.
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Life business




Insurance with profit participation;
Index-linked and unit-linked insurance;
Other life insurance.

Results
The Cattolica Group ended the year with a consolidated net profit of € 136,626 thousand. The Group’s net profit stood at
€ 106,934 thousand.
Gross consolidated premiums (which therefore comply with the definition of insurance policy as per IFRS 4) at the end of
the accounting period amounted to € 5,648,624 thousand. Also taking into account investment contracts, total
premiums written came to € 5,793,132 thousand.
Direct business premiums of the non-life businesses amounted to € 2,103,858 thousand.
Direct business premiums of the life businesses amounted to € 3,671,704 thousand.
The combined ratio of retained business is 93.4%, an improvement from 94.7% at December 31st, 2017.
The result from the financial management of investments totalled € 324,857 thousand, down by 46% compared to €
601,356 thousand in the previous year. It includes net income from investments totalling € 571,276 thousand, from net
disposals totalling € 32,760 thousand and net value adjustments of € -279,179 thousand.
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B. SYSTEM OF GOVERNANCE
The governance system is structured so as to permit a
sound and prudent management of the Group’s activities
in accordance with current legislation via:

the identification of the bodies and the functions
which are entrusted with the company
management
according
to
a
suitable
organisational structure, which takes into
account a clear division and separation of the
respective responsibilities as well as remuneration
mechanisms
consistent
with
the
risk
management policies and the long-term
strategies;

the possession of competence and integrity
requirements by those who carry out
administration,
management
and
control
functions and key functions;

the establishment of a risk management system
for the identification, measuring and monitoring
of the risks to which the Group companies are
exposed as well as the interdependencies
between the risks;

the establishment of an internal control system,
which envisages the presence of key control
functions (such as internal audit, compliance, risk
management and actuarial function), suitable



administrative and accounting procedures as
well as the organisation of a suitable system for
transmitting the information for each level of the
company;
the formation of a function for the production of
data and information useful for the purposes of
exercising supervision over the Group.

The governance system is characterised also by the
presence of key functions identified by Article 30,
paragraph 2, letter e) of the Italian Private Insurance
Code, such as the internal audit function, the risk
management function, the compliance function and the
actuarial function.
The roles and the responsibilities of the key functions are
established by specific company policies.
The governance system of the Group undertakes a
central role in the definition of the business strategies and
the policies for the management and control of the risks
typical to insurance activities of the Group and is
therefore subject to a periodic internal audit at least once
a year by the Board of Directors of the Parent Company,
Società Cattolica di Assicurazioni.

EXECUTIVE SUMMARY • Chapter A • Chapter B • Chapter C • Chapter D • Chapter E • Quantitative Models • Independent Auditors’ Reports
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RISK PROFILE

The Group is equipped with a risk management system,
formalised in the policies issued in accordance with Article
30 bis, section 4 of the Private Insurance Code, which has
the aim of ensuring an effective monitoring of the risks
deriving from the performance of its activities. Particular
attention is paid to the most significant risks which may
undermine the solvency of the Group insurance
companies or the observance of the objectives laid down
by the Resolution on the Risk Appetite. The main objective
of the risk management system is to ensure the ability to
fulfil the commitments vis-à-vis the insured parties, the

beneficiaries and the injured parties and, on a more
general note, the various stakeholders.
With reference to the risks measured also by means of the
regulatory capital requirement, indication of the related
percentage of each risk with respect to the total is
illustrated. These percentage values are determined
taking into consideration the correlations between the
risks and the mitigation effect associated with the
technical provisions and the deferred taxes, consequently
they do not unequivocally correspond with the
presentation as per the obligatory statements.

Capital requirement
4%

2%

9%

Market risk
Non-life underwriting risk

13%

47%

Operational risks
Life underwriting risk
Counterparty default risk
Health underwriting risk

25%

The risks deemed most significant are subject to specific
stress test analysis, within the sphere of the assessments of
the risk profile of each company and the Group in its
entirety. In this sense, the risk macro-categories deemed
most significant with reference to the overall risk profile are
the Market and technical risks of the Non-life classes. The
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other risks are assessed by resorting to detailed analysis of
the results deriving from the application of the standard
formula, which due to its very nature expresses the
sensitivity of the company assets to the change in specific
risk factors.

CATTOLICA ASSICURAZIONI GROUP

D.

VALUATION FOR SOLVENCY PURPOSES

The assets are valued in compliance with the
international accounting standards (IFRS) and on a
consistent basis with assessment approach as per Article
75 of directive 2009/138/EC (“Directive”).
In detail, Article 75 of the Directive establishes that the
assets are valued at the amount at which they could be
exchanged between informed and consenting parties

in a transaction carried out under normal market
conditions.
With regard to the liabilities, they are valued at the
amount at which they could be transferred, or settled,
between informed and consenting parties in a
transaction carried out under normal market conditions.

EXECUTIVE SUMMARY • Chapter A • Chapter B • Chapter C • Chapter D • Chapter E • Quantitative Models • Independent Auditors’ Reports
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E. CAPITAL MANAGEMENT
For the purposes of establishing the own funds available for the coverage of the Solvency Capital Requirement, the
Group is obliged to draw up a solvency balance sheet (“Market Consistent Balance Sheet” or “MCBS”), according to
the standards indicated above and differing with respect to those used for the purpose of the annual financial
statements.
The illustration of the Group’s own funds is presented below.

Eligible own funds
(€ thousands)

1,418,270

67%

Tier 1 restricted

Tier 1 unrestricted

80,277

4%

Tier 2

617,553

29%

Tier 3

2,918

0%

Total Own Funds

2,119,018

100%

The results thus illustrated are determined by means of the application of the standard formula with group specific
parameters (GSP).
The table below highlights the impact of the volatility adjustment (VA).

Capital requirement and Solvency Ratio

Coverage ratio

Solvency Capital Requirement
(SCR)

Solvency Capital Requirement
(SCR) NO VA

Minimum Capital Requirement
(MCR)

1,240,943

1,309,252

722,672

171%

149%

227%

During the year, no periods have been noted in which the Group has not covered its solvency capital requirement (SCR)
or its minimum capital requirement (MCR).
In conclusion, all the amounts indicated within the document may be subject to rounding off due to the use of a
measurement scale differing from the unit of Euro.
.
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A.1 BUSINESS
Corporate information
The Cattolica Assicurazioni Group is enrolled in 19th place
in the Register of insurance Groups care of IVASS.
The Parent Company is Società Cattolica Assicurazioni
with registered offices in Lungadige Cangrande 16,
Verona, Italy. The enrolment number in the Verona
Companies’ Register is 9962.
Tax code and VAT No.: 00320160237
The enrolment number in the Business Register held by
IVASS is 1.00012.
The responsible Supervisory Authority is IVASS (“Istituto per
la Vigilanza sulle Assicurazioni”), with headquarters in Via
Del Quirinale 21 – 00187 – Rome, Italy (www.ivass.it;
telephone No. +39.06.42.133.1).
The company appointed to carry out the external audit is
Deloitte & Touche S.p.A. with registered offices in Via
Tortona 25, Milan, Italy (www.deloitte.it; telephone No.
+39.02.83322111).
The Parent Company has been listed on the Milan Stock
Exchange since November 2000.
The lines of business (LOB) in which the Cattolica
Assicurazioni Group operates are the following:

Non-life business
















Medical expense insurance;
Income protection insurance;
Motor vehicle liability insurance;
Other motor insurance;
Marine, aviation and transport insurance;
Fire and other damage to property insurance;
General liability insurance;
Credit and suretyship insurance;
Legal expenses insurance;
Assistance;
Miscellaneous financial losses:
Non-proportional reinsurance - Health;
Non-proportional reinsurance - Casualty;
Non-proportional reinsurance - Marine, aviation and
transport;
Non-proportional reinsurance - Property.

Life business
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Insurance with profit participation;
Index-linked and unit-linked insurance;
Other life insurance.

Significant events in the reference
period
The significant events that occurred during the year as
part of managing the investments in Group companies,
the corporate reorganisation and the consequent
rationalisation of activities are set out below, in addition to
other significant events during the year.
You are hereby reminded that the Parent Company’s
Board of Directors resolved to comply, with effect as from
December 13th, 2012, with the opt-out regime as per
Articles 70, paragraph 8 and 71, paragraph 1 bis of the
Issuers’ Regulations, therefore availing itself of the faculty
to depart from the obligations to publish the disclosure
documents laid down at the time of significant merger,
spin-off, share capital increase via conferral of assets in
kind transactions, acquisitions and transfers.

Cattolica and the Group
On January 28th, the Board of Directors of Cattolica
approved the Business Plan 2018-2020 which was
submitted the next day to the Milan Stock Exchange
during a meeting with analysts and investors. The Plan
aims at making Cattolica a more innovative, streamlined
and responsive Group, ready to meet future challenges
and to seize opportunities that may arise in an increasingly
competitive market, within a demanding macroeconomic context.
On April 28th, the ordinary and extraordinary
Shareholders’ Meeting of Cattolica Assicurazioni was held.
The Shareholders’ Meeting approved all the agenda items
including the Financial Statements 2017 and the proposal
by the Board of Directors for a total unit dividend of € 0.35
per share.
The Shareholders’ Meeting appointed Mr Alberto Minali as
a member of the Board of Directors until the next renewal
of the Board and therefore the Board of Directors,
meeting after the Shareholders’ Meeting, confirmed the
appointment of Mr Minali as Managing Director while
conferring to him the same powers previously conferred
for his office.
The Shareholders’ Meeting also appointed the Board of
Statutory Auditors in the persons of: Giovanni Glisenti
(Chairman), Cesare Brena (Statutory Auditor), Federica
Bonato (Statutory Auditor), Carlo Alberto Murari (Alternate
Auditor) and Massimo Babbi (Alternate Auditor).
At the extraordinary Shareholders’ Meeting, the new
Articles of Association were approved, including the

CATTOLICA ASSICURAZIONI GROUP

amendments made to the governance model, which will
enter into effect starting from the date of the
Shareholders’ Meeting that will be convened for the next
renewal of the Board of Directors. The amendments are
hereinafter summarised in their essential points:








adoption of a monistic model and reduction of the
total number of members to 17 (currently 18 members
and 5 statutory auditors) taking into account that the
responsibilities of the new Board of Directors will
absorb those normally assigned to the Board of
Statutory Auditors;
dissolution of the Executive Committee;
cancellation of the local representation requirement
for the members of the Board of Directors;
confirmation of the investment threshold for natural
person Shareholders (0.5%) and a higher investment
threshold for legal person Shareholders (5%), also
extended
to
collective
entities
and
UCIs
(Undertakings for Collective Investment). The overrun
of the above threshold does not prevent holding
additional shares, without losing the qualification of
Shareholder. Non-equity rights can be exercised
within the limits of the afore-indicated thresholds;
adoption of a new method for representation on the
Board of Directors with the addition of members
based on the equity votes: 1 or 2 Directors are drawn
from the top list in terms of equity – different from the
Majority List, which is the top list of one-man-one-vote
and eventually from the Minority List, also one-manone-vote – after obtaining votes corresponding to
10% or 15% of the share capital, regardless of the
number of shareholders that have voted for said list.

The Shareholders’ Meeting, pursuant to the provisions of
ISVAP Regulation No. 39 of June 9th, 2011 approved the
remuneration policies concerning the corporate bodies,
the employees and other subjects qualified as recipients
of the general principles set forth in the Regulation; it has
also approved the plan for the purchase and sale of
treasury shares, according to the law.
The Board of Directors also approved the Performance
Shares Plan 2018-2020, according to the terms approved
by
the Board of Directors on March 20th, 2018. The Plan
provides for an overall 3 year duration (from January 1st,
2018 to December 31st, 2020) at the end of which, once it
has been confirmed that the Performance Objectives
have been achieved, 60% of the shares due will be
assigned and the remaining 40% will be assigned with a biannual deferral.
On October 3rd, after obtaining all necessary
authorisations, Cattolica has acquired, for € 25,429
thousand, from Groupe des Assurances du Crédit Mutuel
S.A., 100% of CP-BK Reinsurance S.A., a Luxembourg
reinsurance company, renamed “CattRe S.A.”.

On October 17th, the Parent Company finalised the
purchase of the shares of the following companies:




Estinvest S.r.l. with 100% direct investment in the share
capital and Satec S.r.l. with 15.87% direct investment
in the share capital and indirect investment for the
remaining 84.13% of the share capital through the
subsidiary Estinvest S.r.l., for a total € 7,600 thousand;
Meteotec S.r.l., indirectly owned through Satec S.r.l.
which holds 100% of the share capital.

On November 9th, the acquisition of a 51% investment in
the share capital of Qubo Insurance Solutions S.r.l., a
company located in Milan and operating in the insurance
brokerage sector, was finalised. The remaining 49% of the
share capital is held by the original sole shareholder,
Nelson Servizi S.p.A.. The investment in the share capital of
Qubo was acquired by Estinvest S.r.l., as duly designated
by Cattolica.
On November 20th, following the execution of a new
partnership frame agreement with Coldiretti, the transfer,
in favour of the latter, of the investment held by Cattolica
in the share capital of Agenzia Generale Agrifides Srl,
equal to 51%, for a consideration of € 158 thousand and a
capital gain of € 153 thousand, was concluded. Due to
this transaction, Agrifides was deconsolidated from the
Cattolica Group.

Bankassurance partnership with Banco
BPM
On March 29th, the purchase transaction carried out by
Cattolica regarding a 65% investment in Avipop
Assicurazioni and in Popolare Vita, as well as the launch of
a trade partnership in the life and non-life businesses, with
the former Banco Popolare network, with a 15-year
duration, was finalised.
Following re-branding activities, Vera Vita was established,
with the subsidiary Vera Financial, and Vera Assicurazioni
with the subsidiary Vera Protezione.
Cattolica has taken over the management and coordination activities of the insurance companies.
The acquisition of 65% of the companies by the Parent
Company was recognised in the amount of € 819,677
thousand. It must be noted that this amount was
recognised, in compliance with the contractual provisions,
in the amount of € 853,400 thousand, of which € 89,596
thousand through the distribution of the available reserves
by Popolare Vita, before the closing, to the sole
shareholder Banco BPM and the ordinary dividends of the
insurance companies from 2017 (€ 89,079 thousand, equal
to the total dividends) pertain entirely to Banco BPM, even
though allocated after the closing. This amount was

Executive Summary • CHAPTER A • Chapter B • Chapter C • Chapter D • Chapter E • Quantitative Models • Independent Auditors’ Reports
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subject to assessment and adjustment by the parties with
an overall decrease of € 1,550 thousand. In addition, the
amount was further adjusted as regards the cost
component to be paid for outsourcing, migration and
integration services for a total of € 4,226 thousand.

Other investee companies
On February 23rd, the Parent Company finalised the
transfer to the company 2iFiber S.p.A. of the entire
investment held in Infracom S.p.A. (250 shares with a
nominal value of € 500 each), for a total price of € 75
thousand and a capital gain of € 61 thousand.
On June 14th, the transfer to Credit Agricole-Cariparma of
the investment held by the Parent Company in Cassa di
Risparmio di San Miniato (CARISMI) for a total price of €
600 thousand and a capital gain of € 44 thousand, was
completed. The conversion in run off of the distribution
agreements between Cattolica and Cattolica Life DAC in
effect with CARISMI was also completed. It should be
noted that CARISMI will continue to be the broker for the
run off portion of the portfolio. The financial settlement
related to the agreements was also concluded on that
date.
In December, Cattolica and the French Group Inter
Mutuelles Assistance executed a frame agreement for the
acquisition of 35% of the share capital of IMA Italia
Assistance S.p.A. and a 10% share of the capital of Ima
Servizi S.c.a.r.l.. This agreement provides, inter alia, for
specific mechanisms of call and put options, which could
raise up to 51% the investment held by Cattolica in IMA
Italia. This transaction depends on obtaining first the
necessary authorisations.

Supervisory Authority
The inspections that started on November 22nd, 2017,
carried out by FIU-Bank of Italy on the Parent Company,
Berica Vita, BCC Vita and Lombarda Vita concerning
investigations in the area of anti-money laundering, were
concluded in May.
On January 15th, IVASS undertook some inspection
activities on BCC Vita regarding technical life provisions
(Best Estimate Liabilities). IVASS delivered, on May 8th,
2018, to the Board of Directors of the company, the
inspection report to which a response was duly given on
June 7th, 2018 with an acknowledgment of the actions
undertaken by the company, those still in progress and
those that are planned to be undertaken, as regards the
areas subject to the assessment.
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On May 9th, the Italian Tax Police, on behalf of the Data
Protection Authority, carried out some inspection activities
at the Parent Company offices and at TUA Assicurazioni in
order to verify the processing of personal data, in
particular information acquired by using electronic
devices, called “black boxes”, installed in vehicles by the
insurance companies. At the same time, the Italian Tax
Police delivered a notification of violations, sanctioning
the afore mentioned companies in the amount of € 20
thousand
each.
Upon
reviewing
the
relevant
documentation, it was decided not to proceed with
memorandums or hearing requests, but rather to make
the payments although in a reduced amount.
On June 13th, AGCM started proceedings against Vera
Assicurazioni claiming the violation of consumers’ rights in
the offers of non-life collective policies in combination
with loans from Agos Ducato S.p.A.. On July 20th, 2018,
the company provided the information requested by
AGCM through the law firm representing the company in
this proceeding. On August 3rd, a proposal of
undertakings was sent to AGCM by the company, which
was followed by a hearing held on September 7th, 2018,
in order to agree on filing a new version of a
supplemented Undertaking Form. On October 31st, 2018,
the letter with the supplemented Undertaking Form
attached was filed.

Italian Revenue Agency
With reference to the Parent Company, with TUA
Assicurazioni and BCC Assicurazioni, some rulings
discussed in public hearings, all referring to the
applicability of the VAT exemption to delegation
commissions within
the
scope
of
co-insurance
agreements, were filed with the Supreme Court of
Cassation.
The outcome was unfavourable to the companies: the
Supreme Court of Cassation denied the notion of
applicability of the VAT exemption to the services
provided by the insurer, thus rejecting the arguments
submitted by the insurance companies.
Before these rulings, the companies had their defence
arguments accepted by the Provincial and Regional Tax
Commissions, based on dozens of previous favourable
rulings, often with the defendant paying the costs of the
proceedings.
However, this situation is inconsistent and a possible ruling
by the Supreme Court of Cassation in favour of the
companies is still a possibility: there are, in fact, two
previous rulings by the Supreme Court of Cassation that
were favourable to the companies and recent rulings
from the Tax Commissions that confirm the recognition of
VAT exemption on commissions from delegation.

CATTOLICA ASSICURAZIONI GROUP

In October, Lombarda Vita paid a tax demand of € 876
thousand referring to the tax return concerning the tax
period 2003, following an unfavourable ruling by the
Supreme Court of Cassation.
The (main) reason for the adjustment is the unsuitability of
the documentation produced by the company in
demonstrating the income earned in relation to the
investment in mutual funds that the company itself had
indicated in the Unified Tax Return 2004 in the amount of €
907.305 thousand. The company, by providing sound
arguments in support of its claim, lodged a legal action
with the Provincial Tax Commission of Brescia which ruled
in its favour. The Italian Revenue Agency filed an appeal
and therefore the company appeared in court.
The Regional Tax Commission of Milan, a Brescia
subdivision, confirmed the ruling at first instance, which
was subsequently appealed by the Italian Revenue
Agency and against which the company filed a defence.
The Supreme Court of Cassation, despite the negative
opinion of the Attorney-in-fact asking for a dismissal, has
upheld the appeal of the Italian Revenue Agency and
dismissed the defence submitted by the company.
Consequently, following the ruling of the Supreme Court of
Cassation, the payment - previously suspended - was
made.
On January 16th, the officers of the Major Taxpayers
Office – Control Unit of the Regional Management of
Piedmont of the Inland Revenue Agency opened a tax
audit procedure on Vera Vita S.p.A. for the tax period
2014. This tax audit was closed on June 1st, with a formal
notice of assessment with which the auditors indicated
some findings, against the company, concerning IRES and
IRAP. In the first finding, the officers disputed the unduly
deduction from the IRES taxable base of an
undeductable VAT applied to the considerations paid to
Fondiaria-Sai S.p.A., which had later taken the name of
UnipolSai S.p.A., for the services provided thereto based
on the “Framework agreement for service provision” in the
amount of € 2,623.936 thousand, since, in their opinion,
these considerations are VAT exempt. In addition, the
Inland Revenue Agency, for the same reasons, disputed
the deductibility from the IRAP taxable base of 90% of the
afore mentioned tax, in the amount of € 2,361.543
thousand.
With the second finding, the auditors disputed the fact
that during the tax period 2014, the company had
provided to the subsidiary, The Lawrence Life, residing for
tax purposes in Ireland, some services without paying any
consideration and therefore they have determined the
normal value of the rendered services and proposed a tax
recovery to the effects of IRES in the amount of € 136.375
thousand.
With the third finding, the officers disputed the failure to
subject to IRAP the extraordinary gains that had derived
from the repayment by the Financial Administrator of the
VAT applied in 2013 to management fees and not owed,
in the amount of € 1,432.290 thousand.

After reviewing the formal notice of assessment, the
company contested the findings against it by submitting
its defence to the Regional Management of Piedmont,
Inland Revenue Agency, pursuant to paragraph 7 of
Article 12 of the Law No. 212 of July 27th, 2000 (namely the
“Taxpayers rights statute”).
On June 27th, Vera Financial was notified, at the UnipolSai
offices, by the Italian Tax Police of Bologna, with a formal
notice of assessment following the tax audit on IRES and
IRAP that was initiated based on the finding of data and
elements that validly demonstrate the possible presence
in Italy of a hidden permanent establishment of the
company.
The audit was carried out on the taxes from 2012 to the
formal notice date.
The company has appointed a legal counsel for the
formulation of a defence strategy and has submitted its
defence regarding the notice of assessment.

Appointments of the senior
management of the Company
On January 28th, the Board Of Directors of Cattolica
appointed Mr Enrico Mattioli as the executive in charge of
drawing up the company accounting documents, with
the title of Deputy General Manager and CFO.
As of March 1st, Mr Massimo di Tria joined the Group as
Chief Investment Officer, reporting to the Managing
Director.
On April 10th, the Board of Directors of Cattolica granted
the office of Investor Relations Officer to Mr Atanasio
Pantarrotas.
On April 26th, the Board of Directors of Cattolica granted
to Mr Valter Trevisani the office of General Manager. Mr
Trevisani will assume responsibility for the General
Management of the Technical and Operations division
and of the technical-insurance division for all insurance
businesses, including pricing, any innovative projects and
the management of operation services. This appointment
took effect on May 2nd.
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Significant events occurring in the first
few months of 2019
The companies of the Cattolica Group joined the Iva
Cattolica Assicurazioni Group as of January 1st, 2019. This
involved the attribution of a new VAT number
(04596530230) which
uniquely identifies
all
the
participating companies, as a sole person subject to VAT.
The representative of IVA Cattolica Assicurazioni Group is
Società Cattolica di Assicurazione – Società Cooperativa.
It must be noted that Cattolica Agricola is not part of the
Iva Cattolica Assicurazioni Group.
On January 10th, 2019, Cattolica has informed that
General Reinsurance AG, a company of the Berkshire
Hathaway Group, the top shareholder of the Parent
Company with 9.047% investment, has submitted a
request to become a shareholder of Cattolica
Assicurazioni. The request has been approved by the
Board of Directors.
General Reinsurance AG, through this qualification, has
also acquired the non-equity rights according to the
provisions of the Articles of Association in effect.
On January 24th, 2019, the Parent Company and ICCREA
Banca started a negotiation period, on an exclusivity
basis, for an overall review of the partnership in place,
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agreeing upon the main terms for the renewal of the
agreements in effect and expiring on July 15th, 2019.
These preliminary understandings, formalised on February
7th, 2019, confirm the commitment of the Parties to
undertake
the
definition
of
new
shareholders’
agreements, of a three year duration, concerning the
companies BCC Vita and BCC Assicurazioni, and provide,
in particular, in compliance with the duly obtained
authorisations, for the acquisition, by Cattolica, of an
additional 19% of the share capital of BCC Vita and BCC
Assicurazioni with a 70% increase in the investment held in
both JVs and a consequent 30% decrease in the ICCREA
investment.
On February 6th, the acquisition, through Estinvest, of an
additional 31% investment in the share capital of All Risk
Solutions Srl (“ARS”), a company located in Rome and
operating in the insurance brokerage sector, was finalised.

The corporate structure of the Group
A list of the directly and indirectly controlled subsidiaries
and investees is presented below, corresponding with the
scope of consolidation considered for the purposes of the
calculation of the Group solvency as per Article 216-ter of
the Private Insurance Code and compliant with Article 335
of the EU Delegated Regulation 2015/35:

CATTOLICA ASSICURAZIONI GROUP
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The direct and indirect subsidiaries of the Cattolica Assicurazioni Group and the investees of the Company are listed
below:
Position at 12.31.2018
Holding of CATTOLICA
Legal name

Registered office

Direct

Total interest (1)

Consolidation Method,
Solvency Article 335 par. 1

Cattolica Assicurazioni Soc. Coop.

Italy

ABC Assicura S.p.A.

Italy

60%

Parent Undertaking
60%

a)

BCC Assicurazioni S.p.A.

Italy

51%

51%

a)
a)

BCC Vita S.p.A.

Italy

51%

51%

Berica Vita S.p.A.

Italy

60%

60%

a)

Cattolica Life d.a.c

Ireland

60%

60%

a)

Lombarda Vita S.p.A.

Italy

60%

60%

a)

Tua Assicurazioni S.p.A.

Italy

99.99%

100%

a)

65%

Vera Vita S.p.A.

Italy

Vera Financial d.a.c.

Ireland

Vera Assicurazioni S.p.A.

Italy

Vera Protezione S.p.A.

Italy

Catt Re S.A.

Luxembourg

Cattolica Immobiliare S.p.A.
Cattolica Agricola S.a.r.l.

65%

65%

a)

65%

a)

65%

a)

65%

a)

100%

100%

a)

Italy

100%

100%

a)

Italy

100%

100%

a)

Cattolica Beni Immobili S.r.l.

Italy

100%

100%

a)

Cattolica Services S.c.p.A.

Italy

99.96%

99.99%

a)

CP Servizi consulenziali S.p.A.

Italy

100%

Tua Retail s.r.l.

Italy

All Risk Solutions s.r.l.

Italy

20%

20%

f)

Estinvest S.r.l.

Italy

100%

100%

a)

16%

100%

a)

99.99%

a)

Satec S.r.l.

Italy

100%

a)

Meteotec S.r.l.

Italy

100%

a)

Qubo Insurance Solutions S.r.l.

Italy

51%

a)

(1) It is the product of the interests held by all companies which, placed on an investment chain, are eventually interposed between the
company preparing the Consolidated Financial Statements and the company at issue. If the latter is a direct investee by multiple
subsidiaries, the individual products must be added up.
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Main differences between the consolidation scope considered for the purpose
of the Consolidated Financial Statements prepared pursuant to Article 95 of the
Private Insurance Code and the consolidation scope included in the calculation
of the Group solvency, pursuant to Article 216-ter of the Private Insurance Code.
The Economic Balance Sheet (hereinafter “EBS”) of the
Cattolica Assicurazioni Group was drawn up according to
method 1, based on the Consolidated Financial
Statements as described in Article 335 of the Delegated
Regulation (EU) 2015/35 (called “Delegated Acts”).
To this end, a solvency equity position of the Group was
drawn-up on the basis of market values and on the criteria
set forth in the Delegated Acts.
The Group consolidation scope for the drawing up of the
EBS is composed of 24 companies, including the Parent
Company, of which:
A. 23 companies consolidated on a line-by-line basis in
compliance with Article 335 p. 1 (a) of the Regulation
(insurance or reinsurance companies, insurance or
reinsurance companies located in a third country,
insurance holding companies, mixed financial holding
companies and instrumental companies that are under
the parent undertaking), including the Parent Company.
More specifically:

10 insurance or reinsurance companies;

3 insurance or reinsurance companies located in a
third country;

10 instrumental companies under the parent
undertaking.
B. 1 companies valued according to Article 13 of the
Delegated Acts (other subsidiaries, associates, falling
under the definition of shareholdings other than the
previous ones); consolidated according to the equity

method, Solvency II, in compliance with Article 335 p. 1 (f)
of the Delegated Acts.
The afore-described representation differs from the one
used for the Consolidated Financial Statements prepared
pursuant to Article 154-ter, paragraph 1 of Italian
Legislative Decree No. 58 dated February 24th, 1998 of the
“Consolidated Finance Law” and Article 95 of the Private
Insurance Code and, on the basis of the international
accounting standards, in particular IFRS 10, because of
the non-consolidation of the following companies:









Fondo Euripide;
Fondo San Zeno;
Fondo Perseide;
Fondo Innovazione Salute;
Fondo Mercury (Adriatico, Centro Nord, Tirreno,
Nuovo Tirreno);
Fondo Andromaca;
Fondo Ca’ Tron Hcampus (1-2);
Campo dei Fiori (100% held by Fondo San Zeno).

The above real estate property funds have not been
included in the scope of consolidation for the purposes of
solvency since they are not considered to be instrumental
companies given that their activities are not ancillary to
the Group’s insurance activities. Since they are also
excluded from the definition of equity investments
pursuant to Regulation No. 10 dated December 22nd,
2015, Article 335, letter f) is not applicable, by virtue of
which also the figures relating to the investee companies
carried at adjusted equity are included in the
consolidated figures.
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FOREWORD
The actual data and the relative comments to paragraphs A.2 Underwriting performance, A.3 Investment performance
and A.4 Performance of other activities below refer to the values recognised in the Group’s consolidated financial
statements drawn up in accordance with international accounting standards (EC Regulation No. 1606/2002, Private
Insurance Code Arts. 95 and 96).
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A.2 UNDERWRITING PERFORMANCE
Underwriting performance by line of business
The figures of the Group are summarised below, with a
breakdown on the non-life business lines, with regard to
the underwriting performance as illustrated within the
quantitative regulatory template S.05.01.



With respect to figures of the Consolidated Financial
Statements, please note that in the underwriting
performance:


the item “Charges for claims” includes all
charges relating to claims paid and the change
in the reserve for indemnities and direct
expenses while, in compliance with the
instructions provided by regulations, this item
does not include settlement expenses and the
corresponding change in the reserve for
settlement expenses. This item also includes
technical contributions such as the road victims’
fund, sums recovered or to be recovered from
third parties for excesses and/or recoveries; for
the life line of business, the item includes the
change in the reserve of sums to be paid and







repayments and profit participation net of
transfers under reinsurance;
the item “expenses incurred” includes all
expenses for the period such as commissions and
any other acquisition expense, collection
commissions,
administration
expenses,
investment management charges directly
connected to the specific business (which in the
Financial Statements as regards the non-life
segment are represented in the non-technical
account) as well as settlement expenses and the
change in the corresponding reserve for
expenses as set forth in reference regulations;
with respect to the Life technical accounts, the
performance relating to investment activities
(reported in section A.3) is excluded, with the
exception of the operating expenses described
above;
the amounts are in absolute value with the
exception of changes in other technical
provisions; in this case negative figures represent
a cost for the Group;
technical charges and income are excluded.
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Premiums written net of
reinsurance

Premiums for the year
net of reinsurance

Charges for claims net
of reinsurance

Changes in other
technical provisions net
of reinsurance

Expenses incurred net of
reinsurance

Underwriting performance by
line of business

(a)

(b)

(c)

(d)

(e)

(f)=(b)-(c)+(d)-(e)

Non-life Line of Business

Amounts expressed in
thousands of €

Proportional direct and indirect business

Medical expense
insurance

2018

2017

2018

2017

2018

2017

2018

2017

2018

2017

61,652

49,308

67,487

40,987

66,393

39,384

−25

−405

18,583

11,866

−17,514

−10,668

205,107

195,038

203,689

193,498

65,704

57,348

−9

−21

81,602

66,614

56,374

69,515

Motor vehicle
liability insurance

956,080

946,244

954,026

940,961

695,083

693,490

−14

−31

264,509

244,351

−5,580

3,089

Other motor
insurance

122,850

122,044

123,456

120,526

68,376

64,095

−9

−117

40,700

37,374

14,371

18,940

Marine, aviation
and transport
insurance
Fire and other
damage to
property
insurance

5,272

5,295

4,831

4,874

518

1,772

−1

0

2,416

1,195

1,896

1,907

294,428

251,831

280,089

249,841

192,288

183,373

−227

−292

102,209

81,068

−14,635

−14,892

General liability
insurance

160,027

149,484

154,938

155,790

28,247

97,902

0

0

54,866

51,940

71,825

5,948

7,279

6,824

6,995

7,998

2,982

3,537

−1

11

4,895

3,937

−883

535

Legal expenses
insurance

4,194

3,207

4,015

3,246

603

1,180

0

0

−1,063

−1,537

4,475

3,603

Assistance

31,889

28,295

33,227

27,513

1,891

2,091

0

0

16,902

11,615

14,434

13,807

Miscellaneous
financial losses

15,984

21,399

21,857

16,620

6,577

1,522

0

−2

7,206

9,687

8,074

5,409

1,864,762

1,778,969

1,854,610

1,761,854

1,128,662

1,145,694

−286

−857

592,825

518,110

132,837

97,195

Total

Premiums written net of
reinsurance

Premiums for the year
net of reinsurance

Charges for claims net
of reinsurance

Changes in other
technical provisions net
of reinsurance

Expenses incurred net of
reinsurance

Underwriting performance by
line of business

(a)

(b)

(c)

(d)

(e)

(f)=(b)-(c)+(d)-(e)

Life Line of Business

Amounts expressed in
thousands of €

Direct business

2018

Income
protection
insurance

Credit and
suretyship
insurance

Insurance with
profit
participation

2018

2017

2018

2017

2018

2017

2018

2017

2018

2017

2018

2017

2,669,555

2,203,404

2,669,555

2,203,404

2,797,248

1,456,998

−187,725

−1,003,085

143,430

92,464

−458,848

−349,143

Index-linked and
unit-linked
insurance

851,460

697,032

851,460

697,032

1,208,112

515,897

616,806

−244,341

57,113

34,019

203,041

−97,225

Other life
insurance

123,707

50,947

123,707

50,947

24,256

14,267

19,025

−3,069

52,867

14,272

65,609

19,339

3,644,722

2,951,383

3,644,722

2,951,383

4,029,616

1,987,162

448,106

−1,250,495

253,410

140,755

−190,198

−427,030

Total
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Business is concentrated primarily in Italian territory; therefore, in line with what is reported in the instructions for the
completion of the quantitative regulatory template, template S.05.02.01 was not prepared.

Main comments on the underwriting performance
Non-life performance
The improvement in the 2018 Final Balance compared
with the 2017 Final Balance of is imputable primarily to the
Insurance area of third party liability insurance (business
13) thanks to a greater number of premiums written, a
better current technical performance, a greater stripping
of provisions pertaining to previous years and finally lower
costs in reinsurance compared with the previous period.
The other main changes are described below.
As regards the Income protection insurance (business 01),
the technical performance showed a decline from the
previous year.
As for the Medical expense insurance (business 02),
despite greater premiums written, lower results were
recorded due to a lesser stripping of provisions pertaining
to the previous years.
As regards Other motor insurance (business 03), the
deterioration compared to the previous years is to be
attributed to a negative stripping of provisions of previous
years.
As for the Motor vehicle liability insurance (business 10) a
better technical performance was recorded also

because of the recovery shown by the average premium
and the improvement in frequency; the worst underwriting
performance is imputable to a lesser stripping of provisions
pertaining to the previous years.
The afore-mentioned stripping is combined with an
incidence of operating expenses exceeding those of the
previous year across all operation areas/classes of the
Financial Statements.

Life performance
The improvement in the underwriting performance,
compared with the previous year, excluding investment
results, is primarily due to the contributions made by the
companies joining the Group, following the joint venture
with Banco BPM. The results were partially offset by the
increase in the rate risk provision with profit sharing
insurance and the increase in costs from the new
companies joining the Group.
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A.3 INVESTMENT PERFORMANCE
Investment Performance by asset classes
The breakdown of the economic results of the investment
activities of the Group is summarised in the tables below.
The asset classes from which the figures have been taken
are those defined within the quantitative regulatory
template S.09.01 as per the Implementing Regulation (EU)
2015/2450 of the Commission dated December 2nd, 2015.

30

The reference information has been measured according
to “IAS/IFRS”.
The performances refer to the investment portfolio of the
Group in its entirety, inclusive of the assets relating to unitlinked and index-linked products.

−3,740
−1,578
15,085
−432
430

106,196
13,221
56,957
39,932
294
702

Corporate bonds

Equities

Collective Investments
Undertakings

Structured notes

Collateralised securities

Cash and deposits

0
0

154

611

32,760

45,935
1,225

2,729

23

571,276

Investment property

Other assets

Holdings in related
undertakings, including
participations

Total investments

Call options

0

−31,725

Loans and mortgages

0

22,230

335,787

Net income
from
investments

Government bonds

Asset classes

−279,179

−19,116

0

−46

−14,593

5

0

0

−515

−211,347

−13,699

−7,304

−12,564

324,857

−18,482

2,883

1,179

31,342

−31,720

702

724

38,985

−139,305

−2,056

95,152

345,453

Total income
and charges
Net capital
from
Net disposals gain/loss from investments
valuation
recognised in
the income
statement

2018

540,031

19

3,472

905

38,818

−11,055

135

893

50,829

36,796

8,811

92,111

318,297

Net income
from
investments

80,598

4,891

0

0

0

0

0

7

−2,808

30,047

3,888

13,243

31,330

−19,273

−15,520

0

0

−14,383

0

0

−125

−20

11,671

−7,334

2,397

4,041

601,356

−10,610

3,472

905

24,435

−11,055

135

775

48,001

78,514

5,365

107,751

353,668

Total income
and charges
Net capital
from
Net disposals gain/loss from investments
valuation
recognised in
the income
statement

2017
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The following table provides details of the overall performance of the investment activities of the company in the
reference period by asset classes:

Results of the investment activities by asset classes

(€ thousands)
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0
0

154

0
2,973

22,889

1,059

2,262

0

77,776

Investment property

Other assets

Holdings in related
undertakings,
including
participations

Total investments

Call options

0

−25,291

Loans and
mortgages

0

602

−60

12,764

Structured notes

Cash and deposits

829

12,696

Collective
Investments
Undertakings

410

−4,072

4,747

Equities

246

2,228

15,792

Corporate bonds

Collateralised
securities

3,484

30,010

Government bonds

Asset classes

−12,054

0

0

−5

−7,922

0

0

0

0

−2,893

−1,216

0

−18

Net income
Net capital
Net
from
gain/loss from
disposals
investments
valuation

2018

0
83,200

0
68,695

748

1,054

2,561

19,498

14,967

2,416

−9,570

22

602
−25,291

428

656

14,758

2,818

−541

12,704

16,335

18,020

8,416

27,186

33,476

10,632

Net income from
investments

Total income and
charges from
investments
recognised in the
income statement

20,539

0

0

0

0

0

0

0

16

3,831

2,034

5,633

9,025

Net disposals

−17,695

21

0

0

−8,585

0

0

−125

0

−6,222

−2,680

−44

−60

Net capital gain/loss
from valuation

2017

86,044

21

2,561

748

10,913

−9,570

22

303

14,774

6,025

2,172

21,924

36,151

Total income and
charges from
investments
recognised in the
income statement
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The tables below specify the results of the investment activities by asset class:

Results of the investment activities by asset classes - non-life and other

(€ thousands)

0
0

0

611
29,787

23,046

166

467

23

493,500

Investment property

Other assets

Holdings in related
undertakings,
including
participations

Call options

Total investments

0

−6,434

Loans and
mortgages

0

100

−372

27,168

Structured notes

Cash and deposits

14,256

44,261

Collective
Investments
Undertakings

20

2,494

8,474

Equities

48

−5,968

90,404

Corporate bonds

Collateralised
securities

18,746

305,777

Government bonds

Asset classes

−18,482
256,162

−19,116
−267,125

125

−41

467

16,375

−6,671

0

−6,429

100

0
5

68

0

26,281

−515

−1,515

−12,483

−149,937

77,132

−7,304

−208,454

311,977

Total income and
charges from
investments
recognised in the
income statement

−12,546

Net income
Net capital
Net
from
gain/loss from
disposals
valuation
investments

2018

4,891
60,059

19
456,831

0

157

0

0

19,320

911

0

0

113
−1,485

7

465

−2,824

1,854

5,993

36,071

7,610

75,776

26,216

22,305

291,111

28,380

Net disposals

Net income from
investments

−1,578

−15,541

0

0

−5,798

0

0

0

−20

17,893

−4,654

2,441

4,101

Net capital
gain/loss from
valuation

2017

515,312

−10,631

911

157

13,522

−1,485

113

472

33,227

72,489

3,193

85,827

317,517

Total income and
charges from
investments
recognised in the
income statement

CATTOLICA ASSICURAZIONI GROUP

Results of the investment activities by asset classes - life

(€ thousands)
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Overall Life performance decreased by € 259,150
thousand, fully ascribable to greater net capital losses
from valuation (€ -265,547 thousand compared to € 226,347 thousand from capital loss in UCIs related to class
D products). Ordinary net income from investments was
up by roughly € 36,669 thousand, while net disposals were
down by € 30,272 thousand.
At the asset class level, a greater contribution to the
ordinary bond component and in particular to
Government bonds, in compliance with the Group’s Asset
Allocation.
In the non-life business, overall performance declined from
€ 86,044 thousand in 2017 to € 68,695 thousand in 2018,
due to lower net disposals (€ -17,566 thousand) with

ordinary net income down by € 5,424 thousand and
capital losses from valuation which went from € -17,695
thousand to € -12,054 thousand.
Performance improved in the ordinary component of the
real estate asset class (€ +2,339 thousand) as well as for
UCIs (€ +4,280 thousand), while the bond component was
up by € 2,814 thousand.

Securitisations
At group level, securitisations totalling € 176,338 thousand,
mostly referring to notes with underlying BTPs in asset
swaps.

Gains and losses recognised directly in shareholders’ equity
2018

(€ thousands)

Gains or losses on available for sale financial assets
Profits or losses on cash flow hedging instruments
Total

Changes that were directly identified during the period
are primarily to be attributed to:

The transfer of net capital gains to the income
statement following disposals for € 58,463
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2017

−121,965

12,604

0

0

−121,965

12,604

thousand and net capital losses from impairment
for € 8,420 thousand.


Changes in the negative net fair values of
financial
instruments
included
in
the
corresponding asset item for € 63,862 thousand.
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A.4 PERFORMANCE OF OTHER ACTIVITIES
Performance of other activities
Other revenues

The item “Total other revenues” amounted to € 54,981
thousand, consisting primarily of:
recoveries from provisions for risks and charges
totalling € 14,028 thousand,
withdrawals
from
write-down
allowances
totalling € 14,056 thousand,
income deriving from the sale of products within
the agricultural sector for € 6,593 thousand.

Other charges

The item “Total other liabilities” amounted to € 139,424
thousand, consisting primarily of:
amortisation of intangible assets totalling € 68,032
thousand,
provisions for risks and charges totalling € 19,279
thousand,
adjustments on receivables totalling € 19,967
thousand,
charges incurred from the sale of products within
the agricultural sector for € 5,028 thousand.

Results of the non-technical account on final balance
(€ thousands)

2018

2017

Withdrawals from provision for write-downs

14,056

13,649

Recoveries from provision for risks and charges

14,028

19,274

Other income

26,897

25,970

Total other revenues

54,981

58,893

Amortisation of intangible assets

−68,032

−48,905

Provisions for risks and charges

−19,279

−15,866

Adjustments on receivables

−19,967

−15,939

Other charges
Total other charges
Total

−32,146

−101,961

−139,424

−182,672

−84,443

−123,779

Operating and financial lease agreements
The Group does not have any operating or financial lease agreements outstanding at present.
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A.5 ANY OTHER INFORMATION
The Group believes that all the essential information on the current and future business is already contained in the
previous sections. Therefore, there is no further material information to be included in this section.
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B.1 GENERAL INFORMATION ON THE
SYSTEM OF GOVERNANCE
General information
Società Cattolica di Assicurazione, in its capacity as ultimate Italian Parent Company, heads up the Cattolica
Assicurazioni insurance group, enrolled in 19th place in the Register of Insurance Groups of IVASS, as illustrated below as
of December 31st, 2018.
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The Parent Company, when carrying out the
management and co-ordination activities, in accordance
with Article 3 of the Articles of Association, adopts - vis-àvis the Companies of the Group - the provisions for
implementing the instructions imparted by IVASS in the
interests of the stable and efficient management of the
Group. Likewise, the companies belonging to the Group,
subject to the management and co-ordination activities
of Società Cattolica di Assicurazione, are required, in
compliance with a specific provision of the Articles of
Association, to comply with the measures that the Parent
Company adopts for the implementation of the
instructions provided by IVASS in the interest of the stable
and efficient management of the Group.
The governance system is structured so as to permit a
sound and prudent management of the Group’s activities
in accordance with current legislation via:

the identification of the bodies and the functions
which are entrusted with the company
management
according
to
a
suitable
organisational structure, which takes into
account a clear division and separation of the
respective responsibilities as well as remuneration
mechanisms
consistent
with
the
risk
management policies and the long-term
strategies;

the possession of competence and integrity
requirements by those who carry out
administration,
management
and
control
functions and key functions;

the establishment of a risk management system
for the identification, measuring and monitoring
of the risks to which the Group is exposed as well
as the interdependencies among the risks;

the establishment of an internal control system,
which envisages the presence of fundamental
control functions (such as internal audit,
compliance checking, risk management and
actuarial function), suitable administrative and
accounting procedures as well as the
organisation of a suitable system for transmitting
the information for each level of the Parent
Company. A similar architecture of the control
system is established in the insurance companies
under the control of the Group;

the formation of a function for the production of
data and information useful for the purposes of
exercising supervision over the Group.
The governance system undertakes a central role in the
definition of the business strategies and the policies for the
management and control of the risks typical to insurance

activities of the Group and is therefore subject to a
periodic internal audit at least once a year by the Board
of Directors of Cattolica and its subsidiaries so as to ensure
the maintenance of conditions of sound and prudent
management over the mid and long-term.
In April 2018, the Parent Company adopted a document
containing the “Corporate Governance System of the
Cattolica Group” pursuant to Article 71 paragraph 2 letter
m), in compliance with the IVASS document No. 2/2017,
available for consultation (converted into IVASS
Regulation No. 38/2018 in July) which intends to identify
the Group governance model, more specifically to
identify tasks and responsibilities of the corporate bodies
and committees with related information flows.
Further information on the subject is contained in the
Report on corporate governance and the ownership
structures drawn up pursuant to Article 123 bis of the
Consolidated Finance Law and published on the
Cattolica website.
The description of the governance system, which the
Parent Company has deemed suitable in relation to the
nature, importance and complexity of the risks inherent to
the activities carried out by the Group in 2018, follows.

Directors and officers
To date, the Parent Company has adopted, up to the
Shareholders' Meeting held for the approval of the
Financial Statements at December 31st, 2018, a traditional
management and control system which provided for the
joint presence of a Board of Directors, which is responsible
for the administration and management of the Company,
and a Board of Statutory Auditors, with control functions
over the company’s administration, both appointed by
the Shareholders’ Meeting.
More specifically, pursuant to Article 33 of the Articles of
Association, the Company is managed by a Board of
Directors composed of 18 Directors, that the Articles of
Association, amended in April 2018, have reduced to 17,
and which remains in office for three consecutive periods
in compliance with the provisions of Article 2383,
paragraph 2, of the Italian Civil Code.
The directors are elected, on expiry of the body or in the
event of replacement of one or more outgoing directors
for other reasons, on the basis of lists presented by the
Board of Directors or by the shareholders, as per the
formalities envisaged by the law and by the Articles of
Association in force at the time.
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The Board of Directors defines the general guidelines and
the entrepreneurial policies of the Parent Company, is
vested with the widest powers for the ordinary and
extraordinary management of the same and in particular
has the exclusive availability of a reserve, in relation to
certain subject matters set forth by the law, also to certain
specific areas set forth in the Articles of Association,
including, but not limited to: the definition of the general
guidelines and the entrepreneurial policies of the
Company and the Group, with the related strategic,
business and financial plans and budgets; the
determination, within the areas of responsibilities that can
be delegated in accordance with the law, of the powers
of the Managing Director and the specific functions
attributable to special offices; the appointment of one or
more General Managers, one or more Deputy General
Managers as well as the possible termination of the
relationships with the same; the approval of the
organisational structure of the Company and the Group
and the system of authorisations and powers, ensuring its
adequacy over time; the assessment of the general
operating performance and the suitability of the
organisational, administrative and accounting structure of
the Company; the determination of the criteria for the coordination and management of the companies of the
insurance Group and for the implementation of the
instructions provided by IVASS; the adoption of
procedures to ensure the essential and procedural
transparency and correctness of the transactions with
related parties in accordance with the applicable laws.
The Board is also assigned responsibility for the corporate
governance system, in relation to which, within the
context of the sector legislation and the Articles of
Association, it defines the guidelines and the policies
checking their correct implementation by Senior
Management. The Board requires that it is periodically
informed by Senior Management and by other key
functions on the effectiveness and suitability of the system
and its functioning, also for the purposes of carrying out
the annual audit.
The Articles of Association envisage the possibility, for the
Board, to establish internal board committees, a power
that it has used, also in consideration of the regulatory
provisions applicable and the instructions laid down with
regard to conduct. As of December 31st, 2018 the
following were in office and operative:

The Executive Committee, with decision-making
and investigative responsibilities for any resolution
of a strategic or extraordinary significance,
under the area of competence of the Board of
Directors, was dissolved with the adoption of the
monistic system;
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and with advisory and investigative functions:

the Control and Risk Committee, with regard to
structure of the controls and risk management;

the Remuneration Committee, relating to the
Group
remuneration
policies
and
the
remuneration of Directors and executives with
strategic responsibilities;

the Related Parties Committee, on the
procedures and the transactions with related
parties, in accordance with the Regulation
Transactions with Related Parties issued by
CONSOB by means of Resolution No. 17221
dated March 12th, 2010;

the Corporate Governance Committee, with
regard
to
definition
of
the
corporate
governance system of Cattolica and the Group
and assessment of its efficiency;

the Investments Committee, regarding financial
investments and investment properties of the
Company in compliance with the legislative,
regulatory and Article of association provisions
and the guidelines established by the same
Board of Directors.
In January 2019, as set forth in the Corporate Governance
Code, an Appointment Committee was created with
consulting and investigative functions, inter alia, applied
to the appointment of Directors, members of Internal
Committees, of the General Managers and deputy
General Managers of the companies of the Group, of the
Executive in charge of drawing up the company
accounting documents of the Parent Company, of the
Key Managers and the managers with key responsibilities.
The Board of Directors has appointed a Chairman, a
Deputy Vice Chairman and a Deputy Chairman, with
mainly institutional and legal representation functions, a
secretary and a Managing Director with specific
operational powers.
On December 31st, 2018, there were two General
Managers in office, responsible respectively for the
“Technical and Operations” division and the “Markets and
Distribution Channels” division, and two Deputy General
Managers, one in the person holding the office of Chief
Financial Officer, with responsibility in Strategic Planning
and Control, Capital Management, Investor Relations,
Corporate Finance and Financial Legal, Actuarial
function, Assessment, Administration and Budget,
Procurement and Project Management, and the other
General Manager responsible for the businesses “Non-life
non-motor” and “Reinsurance”.
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Control over the management of the Company is
entrusted to a Board of Statutory Auditors, currently made
up of five statutory auditors and two substitute auditors,
who are responsible, in particular, for the functions
checking
the
suitability
of
the
organisational,
administrative and accounting set-up adopted by the
Company and its effective functioning. The Board of
Statutory Auditors, in office as of December 31st, 2018,
was appointed by the Shareholders’ Meeting on April
28th, 2018 and was dissolved at the time of the
Shareholders’ Meeting which approved the Financial

Statements at December 31st, 2018 with the entry into
effect of the monistic system.
The Shareholders’ Meeting of the Parent Company of April
13th, 2019, appointed for the three year period 2019-2021,
the members of the Board of Directors and the
Management Control Committee, the latter with control
functions and responsibilities in compliance with the
Articles of Association.
The composition of the directors and officers as of
December 31st, 2018 is presented below:

BOARD OF DIRECTORS
Bedoni

Paolo

Chairman

Poli

Aldo

Acting Deputy Chairman

Turchetti

Manfredo

Deputy Chairman

Minali

Alberto

Managing Director

Lai

Alessandro

Secretary

Blasevich

Barbara

Campedelli

Bettina

Chemello

Nerino

de’ Stefani

Chiara

Ferrarini

Lisa

Ferroli

Paola

Grossi

Paola

Maccagnani

Giovanni

Mion

Luigi

Napoleoni

Carlo

Nardi

Angelo

Riello

Pilade

Vanda

Eugenio

BOARD OF STATUTORY AUDITORS
Glisenti

Giovanni

Chairman of the Board of Statutory Auditors

Bonato

Federica

Statutory Auditor

Brena

Cesare

Statutory Auditor

Ferraresi

Carlo

General Manager

Trevisani

Valter

General Manager

GENERAL MANAGEMENT
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Cerni

Nazzareno

Deputy General Manager

Mattioli

Enrico

Deputy General Manager

The Shareholders Meeting of April 28th, 2018 appointed,
as Managing Director, Mr Alberto Minali already co-opted
as Director at the Board of Directors meeting of June 1st,
2017.
In order to provide complete information, please take
note of the following.
On January 28th, 2018, Mr Marco Cardinaletti left his office
as General Manager of “Insurance and Administrative
technical co-ordination”.
Subsequently, on April 26th, 2018, effective from May 2nd,
2018, the Board of Directors granted to Mr Valter Trevisani
the office of General Manager for the Technical and
Operations division, granting him full responsibility for the
technical-insurance area for all insurance businesses,
including pricing, any innovative projects as well as the
management of Operations services.
The General Manager, Mr Valter Trevisani, will be working
alongside with the General Manager, Mr Carlo Ferraresi,
responsible for the “Market and Distribution Channels”
division.
Finally, the two Deputy General Managers, Mr Enrico
Mattioli and Mr Nazzareno Cerni, complete the
organisational structure. More specifically, Mr Enrico
Mattioli, CFO of the Group, reporting directly to the
Managing Director, is responsible for the management of
all activities related to Strategic Planning and Controls,
Capital Management, Investor Relations, Corporate
Finance and Financial Legal, Actuarial function,
Assessment, Administration and Budget, Procurement and
Project Governance.
Mr Nazzareno Cerni is Deputy General Manager and is
responsible for the Non-life Non-motor and Reinsurance
divisions and he reports directly to the General Manager
of the Technical and Operations Division. The Board of
Directors has entrusted him with the responsibility and the
management of ordinary administration activities
concerning the Non-life Non-motor and Reinsurance
divisions.

Key functions
The governance system is characterised also by the
presence of key functions pursuant to Article 30,
paragraph 2, letter e) of the Italian Private Insurance
Code, such as the internal audit function, the risk
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management function, the compliance function and the
actuarial function.
The roles and the responsibilities of the key functions
tasked with the internal control are established by specific
company policies resolved by the Board of Directors and
are described in summary form below.
Internal audit function
The internal audit function is tasked with monitoring and
assessing the efficacy and efficiency of the internal
control system and its needs for adaptation, also via
support and advisory activities for the other company
functions. The activities of the function include the
assessment of the adequacy and effectiveness of the
additional components of the corporate governance
system. It assists the company organisation in the
pursuance of its objectives by means of a systematic
professional approach aimed at assessing the control, risk
management and corporate governance processes, in
compliance with the Code of Conduct and the
professional ethic principles (integrity, objectivity,
confidentiality and expertise), on a consistent basis with
the Professional Practices Framework issued by The
Institute of Internal Auditors.
The Internal Audit function aligns its activities with the
afore-mentioned professional standards commonly
accepted at Italian and international level and checks:

the
management
processes
and
the
organisational procedures;

the regularity and functioning of the information
flows between company sectors;

the suitability of the information systems and their
reliability so that the quality of the information on
which Senior Management bases its decisions is
not invalidated;

the
compliance
of
the
administrativeaccounting processes with the criteria of
correctness and due keeping of the accounts;

the efficiency of the controls carried out on the
outsourced activities;

the propensity of the internal control system to
prevent internal and external fraud.
The function provides advisory services to the operating
divisions, without however undertaking managerial
responsibility which would compromise its objectiveness
and independence. It is made up of various offices, each
with a specific focus (internal processes, distribution
network, settlement structures).
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Risk management function
The
Risk
Management
function
facilitates
the
implementation of the risk management system which the
Group uses to identify, assess and control the current and
forecast risks at individual and aggregate level, as well as
the interdependencies between the risks. The most
significant risks, these being understood to be the risks
whose consequences may undermine the solvency of the
Group or seriously prevent it from achieving its goals, are
subject to stress tests carried out by the Risk Management
function, for the purpose of assessing the potential impact
on the fundamental values. The Risk Management
function also contributes towards the definition of the risk
management policies and the operating limits to be
assigned to the operating structures, for the purpose of
making the risk profile of the Group consistent with the risk
appetite as defined by the Board of Directors of the
Parent Company in its capacity as the ultimate controlling
company. When performing its mandate, the Risk
Management function has access to all the Group’s
activities and all the pertinent information. This function is
independent and separate from the operating divisions.

Compliance function
The Compliance function carries out advisory activities for
the Boards of Directors of the Parent Company in its
capacity as the ultimate parent company as regards
compliance with the legislative and regulatory provisions
and the European norms directly and internally applicable
to the Group, carries out an assessment of the possible
impact on the activities of the Group deriving from
changes in the legislative framework and the case law
stances and identifies and assesses the risk of noncompliance with the norms.
The Compliance function represents one of the Group
safeguards aimed at preventing risks of non-compliance
and the reputational risks associated with the same.
The function is also entrusted with the task of assessing
whether the organisation of the Group and the internal
procedures adopted are in line with the objective of
preventing the risk of incurring legal and administrative
fines, equity losses or reputational damage.

Actuarial function
The Actuarial function has the task of co-ordinating,
controlling and supporting with regard to all the aspects
and calculations of a technical-actuarial nature
associated with the insurance activities: technical
provisions valued for the purposes of both the solvency
statements and the annual financial statements, risk
undertaking policy, mitigation of the insurance risk by

means of reinsurance agreements, capital requirements
associated with the insurance technical risks for the
purpose of the solvency statements.
The key functions are granted the necessary powers,
resources and functional independence from the
operating divisions by means of suitable provisions
contained in the policies of said functions resolved on by
the Parent Company’s Board of Directors as integral parts
of the directives on the internal control system. The heads
of the key functions have been appointed by the Board
of Directors of the Parent Company, in its capacity as the
ultimate controlling company, to which they have directly
reported; at the time of annual planning, the managers
have proposed - to the Parent Company’s Board of
Directors - the budget of the human and technological
resources necessary for the execution of the annual
activities on the Group, therefore expressing an opinion on
the qualitative-quantitative adequacy of the structure
with respect to the assigned control responsibilities. Any
changes to the budget have been resolved by the Board
of Directors.
On April 10th, 2018, the Board of Directors of the Parent
Company has also approved an organisational change
concerning the Chief Risk Officer, pursuant to which the
key functions Compliance, Risk Management and
Actuarial are reporting now directly to the Board of
Directors in order to ensure an even closer relationship
between said key functions and the Board.
In 2019, the role of Chief Risk Officer was eliminated.
The centralisation of the Internal Audit, Risk Management,
Compliance and Actuarial functions care of the
specialised organisational units of the Parent Company
guarantees an overall and adequate co-ordination at
Group level.
Each head of the afore-mentioned functions, both in the
stage for the planning and finalisation of the respective
activities, acquires an overview of the controls and the
risks present within the sphere of the Group. The scenario is
completed with the proposals and requests for
intervention which the administrative, management and
control bodies may forward to the managers of the key
functions on a preparatory basis for the drawing up of the
annual planning of the activities.
The information-related connection between the
management and control bodies of the Parent Company
and the key functions tasked with control is achieved
according to the formalities and timescales set up in the
document on the corporate governance system, resolved
on by the Board of Directors, which identify moments of
information exchange on a quarterly and annual basis
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and in the event of occurrence of situations of particular
severity.
The key functions have informed the management and
control body of the results of their control activities on a
quarterly basis, also drawing up a final annual report. The
activity plans are by contrast annual and have been
submitted to the Board of Directors of the Parent
Company for approval. During 2018, the head of the
Internal Audit function did not acknowledge those
situations of particular gravity which, in accordance with
the policy of said function, would have led to immediate
communication to the corporate bodies. The Internal
Audit and Risk Management functions have supported
the Board of Directors of the Parent Company in the
fulfilment of the obligations related to drawing up the
reports on the corporate governance system and risk
management, as required by the sector legislation.
Within the Group, the exchange of information between
the corporate bodies and the key functions is facilitated
by the centralisation, in a specific Parent Company
organisational unit, of some administrative and support
functions for the operations of the Boards of Directors with
the exception of the foreign subsidiaries; this
organisational aspect ensures that the various internal
control and risk management matters are scheduled and
handled within the Group companies in a uniform manner
and in compliance with the Parent Company’s standards.
The Boards of Statutory Auditors of the Group companies
can also avail themselves of the key functions.

Remuneration policies
The remuneration policies of the Group for 2018 – drawn
up according to the directives provided by the Parent
Company and formally transposed also by the noninsurance companies to which the personnel within the
consolidation scope report pursuant to the applicable
laws, and by the other insurance companies of the Group
with registered offices outside of Italy within the limits of
compatibility with the framework in effect – define the
guidelines and the operational mechanisms aimed at
stimulating and guiding the parties concerned towards an
effective achievement of the business development
strategies combined with a sound management of the
risks, avoiding the promotion of any conduct aimed at the
undertaking of risks exceeding the limits of tolerance
established company-wide.
The remuneration policies are therefore defined on a
consistent basis with the history and the guiding principles
of the Group, as established in the internal code of
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conduct, such as in particular ethics and integrity; in the
application of the remuneration, these principles have
been translated in terms of uniformity of the remuneration
in the presence of equivalent roles and responsibilities, in
the balance of the company remuneration levels with
those of the reference market, in the continuous and
gradual application of the reward system for guiding the
results and the conduct over the mid/long-term for the
purpose of contributing towards the creation of value for
all the stakeholders over a mid and long-term timescale,
at the same time safeguarding the risk profile, the image
and the reputation of the companies of the Group.
With regard to the non-executive directors, the
remuneration is established as a pre-established fixed
amount for each period which takes into account the
commitment and the responsibilities undertaken with the
office but is not linked to the future economic results
and/or the achievement of specific targets. Additional
pre-established fixed remuneration for each period is
envisaged for the office of Chairman and Deputy
Chairman.
With regard to the Managing Director of the Parent
Company, remuneration is broken down into a fixed
component and a variable component structured as one
part tied to short-term objectives (annual MbOs) and the
other part tied to long-term results. Some ex-ante clauses
for accessing the system are set out, along with minimum
result thresholds which the payment of the variable
remuneration is subordinate to, corrective after the fact
such as penalty and claw back.
The office of Managing Director of the subsidiaries under
Italian law is normally held by a top executive of the
Parent Company. The Managing Director of these
companies does not receive any remuneration in his/her
capacity of Director of the Board since this is already
contractually covered in his/her remuneration as a top
executive of the Parent Company, in application of the
variable remuneration system set forth for Cattolica top
executives. Therefore his/her remuneration is defined and
paid by the Parent Company itself.
If these roles are held by Personnel belonging to reference
Groups of the Shareholders of some companies of the
Group, the remuneration structure of these subjects will be
governed by the Remuneration Policies of the respective
companies.
However,
some
different
individual
agreements may be confirmed or some different methods
for structuring the variable remuneration may be adopted
according to an understanding reached by the
companies belonging to the reference Group of the
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Shareholders of the Company, always in compliance with
the applicable laws.

continuity. These subjects will be assigned a variable
incentive between 10% and 25% of the GAS.

The emoluments for the members of the Board of Statutory
Auditors are established to a fixed extent, including an
attendance fee. With regard to the non-executive
directors and the Statutory Auditors, variable forms of
remuneration or those based on financial instruments or
non-monetary benefits do not exist and insurance
coverage for third party liability is envisaged.

It must be noted that the objectives of the LTI component
assigned in 2018 have as an observation period the
duration of the Business Plan and therefore will be finally
determined at the end of 2020. As set forth in the
applicable laws, a portion equal to at least 50% of the
variable remuneration structure is represented by financial
instruments in order to align the incentives with the long
term interest of the Group.

With regard to personnel, in compliance with the
applicable laws, the remuneration policies envisage a
suitable balancing of the variable components with
respect to the fixed one in relation to the strategic
objectives and the risk management policy. The fixed
component is sufficient for remunerating the service in the
event that the variable component is not paid due to
failure to achieve the targets.
The assigned variable component is structured according
to a short term incentive monetary system based on the
traditional MbO (Management by Objectives) model, with
percentages calculated according to the level of
responsibility held, with a target level between a minimum
of 25% and a maximum of 40% of the GAS (Gross annual
salary) or, in the case of the Managing Director of the
Parent Company, of the individual emolument.
As regards the key functions which, according to the
applicable laws, cannot be incentivised according to the
financial results, this percentage is equal to 30% of GAS.
In order to support the achievement of the objectives
related to the new Business Plan and in order to respond
to the demands of the investors, who require an alignment
of the risk of the strategic managers to that of the
shareholders, and to make Cattolica competitive in the
labour market, in 2018, a new incentive plan was drawn
up, intended for the key figures who hold the level of
responsibility and expertise necessary for this purpose. This
plan consists of a long term incentive system of a stock
nature, called LTI (Long Term Incentive) and tied to
performance objectives over multiple years, consistent
with the duration of the Business Plan and with assigned
variable percentages from 30% to 60% of the GAS or, in
the case of the Managing Director of the Parent
Company, of the individual emolument.
Finally, in order to enhance the human capital of the
Company, also prospectively, a part of the LTI Incentive
Plan is reserved for subjects who may not be executives
but have acquired high organisational and digital
expertise and have demonstrated a superior performance

In the case of the termination of the employment
relationship, the company policy calls for the application
of the National Collective Labour Agreement, allowing for
the negotiation of settlement agreements in the interest of
the company to prevent ongoing or potential disputes, to
be defined in compliance with the system of delegations.
Further information can be obtained from the Reports on
the Remuneration Policies of each company of the
Group.

Essential transactions
Within the scope of the Group, in March 2018, in
implementing the provisions of the joint venture between
Cattolica Assicurazioni and Banco BPM, the subsidiaries
Vera Vita, Vera Assicurazioni and Vera Protezione have
entered into a 15-year distribution agreement applicable
to the distribution network of the banking branches of the
Banco BPM Group.
In addition to the afore-mentioned transactions, in 2018,
at the Group level, no substantial relevant transactions
were carried out with the shareholders, with the subjects
who exercise a significant influence on the company and
with the members of the Board of Directors as defined
pursuant to Article 294, paragraph 1, letter d) of the EU
Regulation 2015/35 (Delegated Acts).

Significant changes
It must be noted that the Shareholders’ Meeting of April
28th, 2018, approved the proposal for statutory
amendments about, inter alia, the adoption of the
monistic model instead of the traditional administration
model (see paragraph “Directors and Officers”).
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B.2 FIT AND PROPER REQUIREMENTS
The policy for assessing the fulfilment of suitability
requirements for the office, adopted by the Parent
Company implementing the regulatory legislation, sets
forth that the expertise of the following subjects, to whom
the Policy applies,
is assessed in accordance with what is established by
legislative and regulatory provisions on requirements.

the amendments regarded the specification of the
requirements concerning the EIOPA guidelines, the
Delegated Acts, the scope of the subjects involved, in
addition to the quantitative parameters for the
composition of the Board of Directors in reference with the
Corporate Governance of the Parent Company
regarding the assessments on proportionality.

With specific reference to the management body, the
possession of specific know-how and experience in the
areas of competence indicated below, of a managerial
and technical nature, is also deemed necessary:

insurance and financial markets;

commercial strategies and business models;

systems of governance;

financial and actuarial analysis;

legislative context and related requisites;

external
relationships
with
shareholders,
stakeholders and the market.

In order to assess the fulfilment of the requirements,
candidates must demonstrate, by means of selfcertification, the possession of the requisites required by
applicable regulations in force (including Ministerial
Decree No. 220 of November 11th, 2011 and the
Consolidated Finance Law), signing for this purpose a
specific declaration accompanied by an up-to-date
copy of their CV.
The declarations made are examined and checked, also
by means of an accurate perusal of the chamber of
commerce records available, and the criminal record
and the pending charges certificates.
The fulfilment of the requisites is monitored over time, by
means of the performance of ad hoc checks, carried out
annually and via formalities essentially identical to those
envisaged at the time of entry into office.
In any event, the recipients of the Policy are required to
promptly report to the Company any newly emerged
circumstance that may make the requirements for the
office no longer apply.

The methods adopted for assessing fulfilment of the
requirements of professionalism and integrity of the
Directors, the Auditors, the General Managers and those
who carry out key functions are described in a specific
Group Policy for the assessment of fulfilment of the
requirements set out for any position, updated in February
2019 also for the purpose of alignment with the provisions
of IVASS Regulation No. 38 of July 3rd, 2018, of which the
Policy of the Companies of the Group has adopted the
general standards, principles and application criteria,
although basing them on the specificities of each
individual company. In particular, the areas affected by

50

The responsibility of assessing the requirements is normally
attributed to the Board of Directors, upon review of the
submitted documentation.
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B.3 RISK MANAGEMENT SYSTEM
INCLUDING THE OWN RISK AND
SOLVENCY ASSESSMENT
Risk management system
The Group has set up a risk management system,
formalised in the policies issued in accordance with Article
30 bis, fourth paragraph, of the Private Insurance Code,
which aims at ensuring an effective monitoring of the risks
deriving from the performance of its activities. The main
objective of the risk management system is to ensure the
ability to fulfil the commitments vis-à-vis the insured parties,
the beneficiaries and the injured parties and, on a more
general note, the various stakeholders, while maintaining
an adequate and conservative risk profile, protecting its
capital strength and a satisfactory level of profitability.
The risk management process takes into account the
objectives of the business plan and the annual budget.
This process is divided up into the following macro-phases,
recursively carried out:

identification of the risks and definition of the
measurement/valuation methods;

current and prospective risk assessment (called
Own Risk and Solvency Assessment or “ORSA”)
and definition of the risk appetite system;

risk monitoring and control;

risk mitigation.
The process steps are completed with the appropriate
reporting.
The step for risk identification intends to identify the risks to
which the Group is or could be exposed and to
categorise them using the risk map, as well as define the
quantitative and qualitative methods for their assessment.
The measurement of the risks is first carried out by means
of the use of the regulatory capital requirements, as
established consistently for the entire market by the EIOPA
(European supervisory authority). The valuation is also
refined and supplemented by assessments inherent to the
specific exposure to the occurrence of adverse scenarios
deemed to be particularly significant, and by sensitivity
analyses. With regard to the risks not included in the
standard formula, the assessment method is structured in
relation to the specificities of the type of risk and the
formalities by means of which the same could turn into a
detriment for the Group.
The own risk and solvency assessment (ORSA) process is
also used for the purpose of defining, reviewing and

updating the business plan and the budget, as well as
defining the risk appetite and the structure of the
operating threshold systems, in order to maintain
consistency between risk profile, solvency level and
corporate strategies. The risk appetite system of the Group
is structured on three levels:

risk appetite level, set out as a target interval of
the Solvency II ratio;

risk appetite by type of risk, defined through
relevant thresholds for each identified risk
category;

operating limits, assigned to the operating
structures for the daily management of the risk.
The Risk Appetite System is formalised in the document
“Policy for the management and assessment of risks and
solvency” and in specific directive policies for each type
of risk.
Exposure to risks and compliance with the set out
thresholds are subject to constant monitoring, both within
the first level controls, on a regular basis, and by the Risk
Management function. In particular:

at least quarterly, the complete assessment of
the solvency position is up-dated, including
therein the detailed records of the risk exposures;

with the same frequency, analysis is carried out
on the sensitivity to market risk factors, due to
their more volatile nature, as well as the
monitoring of the actions mitigating the
operational risks detected;

the operating thresholds are subject to
monitoring on an on-going basis (or with the
maximum frequency possible according to the
type of data) by the operating functions and on
a quarterly basis by the Risk Management
function.
Within the scope of the risk management process, the
Company uses common techniques of risk mitigation,
such as reinsurance and other techniques of a financial
nature which include derivatives. In addition, in the event
of an overrun of one of the thresholds set in the risk
appetite system, an escalation process is activated, as
defined in the policy for the management and
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assessment of risks and solvency and differently structured
according to the severity of the identified violation for the
purpose of restoring the value within the threshold.
Finally, a key role is played by the disclosure in the area of
risk, of which Senior Management and the Board of
Directors are the main recipients. The reporting system is
based on completeness, timeliness and efficacy principles
and aims at guaranteeing the production of an adequate
reporting in terms of risk profiles and related exposure.
The risk management system and the Risk Management
function are an integral part of the decision making
process and of the organisational structure of the
Company, through:

a clear definition of the responsibilities in the
area of risk management (among the different
control levels, as detailed in paragraph B.4);

a consideration of the impact on solvency in
order to make the necessary business decisions;

the direct integration of the threshold systems
within the single impacted policies, which also
entails a greater interaction between the
business function and the Risk Management
function;

the hedging of all risk categories within the
scope of the corporate policies;

the placement of the Risk Management function
which reports directly to the Board of Directors of
the Company and its participation in the main
committees;

the assurance that the Risk Management
function has full access to all information,
documents or data necessary to perform its
tasks, within the limits set by the law.

Own risk and solvency assessment
(ORSA)
The current and prospective internal assessment of risks
and solvency (i.e. ORSA), formalised within the scope of
the policy for the management and assessment of risks
and solvency, consists of the assessment, on a three year
basis consistent with the strategic plans, of compliance,
on an on-going basis, of the minimum solvency level
required by legislation, of the capital requirement
necessary in relation to the risk profile and to the business
strategy, and of any need for corrective action on the risk
profile or the capital endowment.
The assessment is mainly divided up into the following
phases:

projections of the economic results as a
consequence of the forecasts on the
performance of the businesses and in
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consideration of the evolution of the macroeconomic scenario;
assessment of the current risks and projection
over time of the risk and solvency profile of the
Company and the Group;
discussion of the results of the assessment by the
management body with the approval of the
disclosure to be forwarded to the Supervisory
authority;
communication of the decisions undertaken by
the management body to the company
structure for the purpose of their implementation;
monitoring of the evolution of the risk and
solvency profile.

The process for generating results is therefore guaranteed
by a digital tracking of the values transferred to the
application for ORSA assessments, which guarantees
historical data and details useful for the definition of a
forecast solvency position.
The ORSA process highlights the connections between the
current and forecast risk profiles, the Risk Appetite, the
related thresholds and the ability to satisfy, on an on-going
basis, the mandatory capital requirements and the
requisites inherent to the technical provisions.
The results of this process are used in the definition of the
Risk Appetite, broken down by type of risks and in order to
confirm compliance in the medium period of the overall
Risk Appetite. The results are also used to define the
operating threshold system and the levels of tolerance for
any deviation. These figures guide the main key processes
such as strategic planning, budget, product plans,
strategic asset allocation, which contribute to the
strategic directives of the Group.
The objectives with regard to return on the capital of the
business units in relation to the risk restrictions and the
capital absorptions are monitored over time within the
sphere of the capital management and risk management
process.
The internal assessment of risk and solvency is approved
by the Board of Directors at least once a year. Due to
circumstances that may determine a significant change
in the reference macro-economic scenario or in the risk
profile of the Company, the Risk Management evaluates
the need to perform a “non-regular ORSA”, in particular in
the event of:

acquisitions and disposals of portions of the
business;

particular stress in the financial or insurance
markets;

significant changes in the reinsurance structure;
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approval of extraordinary dividends or capital
increase or debt issues, outside of the
shareholders’ contributions.

Jointly with the planning process and definition of risk
appetite, the Company develops a capital management
plan which ensures a response to the estimated solvency
requirement and directly affects the payment of
dividends as well as other capital measures.

The capital management process defines and monitors
objectives with regard to return on the capital of the
business units of the Group and the individual companies
in relation to the risk restrictions and the capital
absorptions, measuring the ratio between standardised
net profit and average of the capital allocated over a
year. The objectives with regard to return on the capital of
the business units in relation to the risk restrictions and the
capital absorptions are monitored over time within the
sphere of the capital management and risk management
process.
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B.4 INTERNAL CONTROL SYSTEM
General information
The Group internal control system, as an integral and essential part of the corporate governance, adopts a model in line
with the most advanced governance systems, structured on three levels of protection which are represented in the
following diagram.

The role performed by each level of control is described
below.

First level: this type includes the controls inherent
to the operating processes which involve checks
carried out both by whoever undertakes a
specific activity, and whomever is responsible for
supervision of the same. They are defined within
the organisational procedures which describe
the business processes; they are present in each
company activity or function and are the
responsibility, in the first place, of the manager
responsible for the individual organisational unit.
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Second level: these controls oversee the process
for
the
identification,
assessment
and
management of the risks linked to the corporate
operations ensuring the consistent observance of
the business objectives. They are entrusted to the
key functions, established according to the
Private Insurance Code – Risk Management
function, Compliance function and Actuarial
function – which contribute, jointly with the
corporate bodies, to the definition of the policies
for handling the risks and control the consistency
of the operations with the objectives and the risk
levels defined by the appropriate corporate

bodies, also in accordance with the Private
Insurance Code.
Within the scope of the Cattolica Group,
additional structures and subjects, with control
duties, carry out their activities with different
degrees of independence and segregation from
the operating functions and key functions.


Third level: it monitors and assesses the efficacy
and efficiency of the internal control system and
its needs with regard to adaptation, also by
means of support and advisory activities for the
other
company
functions,
providing
independent assessments, based on the findings
emerged during the audits, which extend also to
the suitability of the first and second levels
safeguards. These are periodic control activities
carried out by the Internal Audit function, which
include the assessment of the adequacy and
effectiveness of the additional components of
the corporate governance system.

Components of the internal control system are the
mechanisms regarding Group solvency. For such
purposes, the Cattolica Group is endowed with a
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framework structured over three levels, monitored by
means of:

Risk Appetite: measured and managed through
the definition of risk appetite, and soft and hard
limits for the Solvency II ratio;

Risk Appetite by type of risk: defined on a
consistent basis with the level of risk appetite,
also structured in risk appetite and soft and hard
limits, expressed in terms of SCR or qualitative
terms;

Operating limits: represent the structure of the
risk appetite in the daily management of the
risk.
With reference to the sections dedicated to an in-depth
analysis of the characteristics of the key functions, it
should be noted that the company’s internal control
system also includes the set up of suitable administrative
and accounting procedures as well as the organisation of
a suitable system for the transmission of the information.

Internal control procedures
The administrative accounting procedures base their
suitability in a sturdy consolidating technological
architecture, whose focal point is represented by the
general accounts and financial statement platform in
relation to which a standard market IT solution has been
adopted, highly integrated so as to handle the data
originating from the general accounts of all the Italian
companies belonging to the Group in an automated
manner, also for those whose accounts are outsourced
(BCC Vita, Vera Vita, Vera Assicurazioni and Vera
Protezione). Also the information flows, originating from
the operating systems and which populate the general
accounts accounting procedures, are in turn governed in
an automated manner and subject to control processes.
The automation is supported by additional precise and
on-going safeguards checking the completeness and
accuracy of the information in an IT and administrative
sphere. Supplementing the intrinsic controls in the
applications architecture of the information systems, a
specific governance standard of quality of the data is
present relating to this public disclosure and the periodic
reporting for the Supervisory authority. The information
systems adopt physical and logical security measures, and
are subject to a disaster recovery plan capable of
activating technological and logistical/organisational
measures aimed at restoring systems, data and
infrastructures in the presence of events capable of
compromising the continuity of the company services.
For control purposes, the organisational structure tasked
with the administrative-accounting processes is separate
with respect to the business divisions and the financial
area and is characterised, also internally, by a good level

of segregation between the offices it is made up of: the
structure envisages different functional levels consistent
with the procedures which make up the accounting
process. The application of uniform accounting standards
and standardised operating methods at group level is
guaranteed by the centralisation of the accounting and
reporting process care of the Group’s specialised units;
the latter also interface, via operating controls as well,
with the companies whose accounts are outsourced.
The procedural safeguards used within the administrative
sphere are numerous, such as automatic reconciliations,
payment
authorisations
with
double
signature,
responsibility system for tasks and for accounts with
consistent profiling of the IT users. Furthermore, the Group
companies benefit from the organisational model defined
by the Parent Company Cattolica which, in the capacity
of listed issuer, has appointed an executive in charge of
drawing up the company accounting documents in
accordance with Article 154 bis of the Consolidated
Finance Law, in the person of the Chief Financial Officer
(CFO) of the Group. In accordance with the legislation,
the appointed executive has organised suitable
administrative and accounting procedures for the
formation of the annual financial statements and the
consolidated financial statements, as described above, as
well as a risk management system safeguarding the
accounting information, subject to up-date using
formalised timescales and methods, suitable for
supporting the declaration envisaged in accordance with
legislation as the responsibility of the appointed executive.
A centralised Group function has been established within
the administration division of the Parent Company for the
production of data and information useful for the
purposes of exercising supervision over the Group.
The administrative procedural system is completed by the
planning and reporting processes, which are headed up
by a specific Parent Company organisational unit. During
the year, summary reporting was drawn up with the trend
of the main economic operational variables, also at
consolidated level, for the management body and Senior
Management along with analytical reporting benefiting
the heads of the company functions concerned.
Particular importance in the management control was
assigned to the analytical accounting of the costs and
control of the expenditure budget assigned to the centres
of responsibility identified.
For the purposes of overseeing the intercompany
operations, a centralised organisational model has been
adopted, with structuring and progressive unification of
the organisational and operating structures, which
increasingly take on the form of individual operating
functions safeguards.
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The Parent Company’s Board of Directors has also
undertaken responsibility for the identification of the
general policies relating to the management and coordination activities and the transactions of greatest
economic, equity and financial importance also with
regard to the subsidiaries. Furthermore, the intercompany
transactions concerning Cattolica are subject to prior
examination and/or subsequent monitoring according to
the procedures adopted in accordance with CONSOB
Regulation No. 17221/2010 concerning related party
transactions and IVASS Regulation No. 30/2016 on
intercompany transactions.
With regard to the ex-post accounting and reporting
procedures concerning the intercompany transactions,
those with counterparties belonging to the Group are
recognised in a native manner distinctly in the sectional
accounts and the general accounts, while those with
other counterparties are accounted for and reported by
means of ad hoc extractions from the operating systems.
The ex-post accounting and reporting procedures relating
to the risk concentration, as defined by the related Group
policy, remain on the same first and third pillar supervisory
processes.
During the year, the processes for the planning,
integration with Capital Management and reporting
through the use of the SAP Business Planning &
Consolidation (SAP BCP) software were strengthened and
produced the following benefits:

integration of the related and dependent
Business Processes (Plan – ORSA – RORAC): the
procedural and operating steps of the users
were drawn up and standardised within an
operating system which, through a sequential
and recursive mode and with interim approval
steps, led to the completion of the following
activities, limiting the operating risk while
acquiring the benefit of a shared and certified
database;

processing of the technical items of the Non-life
financial account;

processing of the technical items of the Life
financial account;

integration of the economic and equity financial
flows;

processing of the non-technical items and the
calculation of taxes;

transfer of data from the IAS Balance Sheet of
the Plan, to the Statutory EBS;

processing and projections of the solvency of the
Company and sustainability of the rolling
economic projections within the plan’s time
frame;
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processing and projections of profitability
adjusted based on the risk, and of capital
absorption for the monitoring, in order to verify
consistency between objectives and final results;
objective cascading: possibility of entering
objectives and hypotheses of action for
individual companies of the Group and for
individual organisational units, consistent with the
set out macro-objectives (e.g. Budget letter);
automation of the processes for the loading and
acquisition of investments from ALM.

In 2018, the planning process has led to the drawing up of
the Group Rolling Plan 2019-21 which was completed
according to the typical operating steps described below:

processing of market and financial scenarios
that are expected at the level of the “Parameter
and Scenario Team” with a subsequent
formulation of specific assumptions to be
adopted for the processing of life and non-life
financial accounts;

processing of the technical items concerning the
life and non-life financial accounts, as well as
other financial items (e.g. income from
investments) on a multi-annual basis, according
to the estimates of the financial flows, followed
by the definition of non technical items, the
calculation of taxes and the results of minor noninsurance companies;

processing by the Risk Management function
and the Strategic Planning and Capital
Management function of the projections of
solvency of the individual companies and of the
Group, as well as on the sustainability within a
three year time frame.
At least on a quarterly basis, the Capital Management,
Planning and Solvency 2 Pillar II must inform Senior
Management about the progress of the main operating
financial variables at both a consolidated and separate
level:

premiums written for Non-life and Life
(management view) broken down by business,
company and channel;

new Life business, broken down by new
premiums issued and additional payments,
broken down by business, company and
channel;

net premiums written for Life broken down by
business, company and channel;

in-hand data from the distribution channel, with
any changes;

number of MTPL policies, performance of the
portfolio average premium and average
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premium issued in the month and by company,
the first two data provided also with a weekly
update;
rate of change in the MTPL claim frequency by
company (data updated also weekly);
amount paid and reserved, MTPL settlement
speed, also by company;
technical effectiveness of provisions, by
company and most important businesses;
PLR (premium loss ratio) performance of the
direct business within property insurance, broken
down by type of customer;
rates guaranteed by revaluable Life policies,
broken
down
by
company
and new
issues/additional payments and guaranteed
average rate of the reserves (quarterly data);
RoRAC performance (quarterly data);
number of employees and changes;
revenue from Life and Non-life businesses, broken
down by coupons, proceeds/write-downs and
reinvestment rates.

Similar information has always been made available to
the Boards of Directors during the meetings for the review
and approval of the quarterly accounting reports. Other
detailed reports on the subject matters covered by the
report provided to the Management Team were made
available to Senior Management and the Management
of the Group’s business functions. The economic and
financial information is processed in the analytical and
business accounting systems and must comply with strict
control and reconciliation procedures applied to the data
against the data residing in the cost accounting system.
Particular importance in the operational controls was
given to the analytical cost accounting which is
performed using the SAP platform as a cost-centre, upon
assigning budgets to specific Centres of Responsibility for
specific cost items.
The control on the use of the budget and the
authorisation of expenditures are fully automated steps
within the overall process and are subject to crossreference controls through a double signature
mechanism.
For a greater attention to be paid to advisory fees and
outsourcing costs, it is necessary to obtain authorisation
from Senior Management.

Compliance function
The Compliance function is responsible for the following:

identifying the provisions applicable to the
Company on an on-going basis and assessing







their impact on the processes and the company
procedures;
assessing the suitability and effectiveness of the
organisational measures adopted for the
prevention of the risk of non-compliance with the
provisions and proposing the organisational and
procedural changes aimed at ensuring an
adequate overseeing of the risk;
assessing the effectiveness of the organisational
adjustments consequent to the changes
suggested;
preparing suitable information flows for directors
and officers of the company and other structures
involved.

The Compliance function operates within a specific
organisational unit, is independent and separate from the
operating areas and the other key functions so as to
guarantee the independence, autonomy and objectivity
of its judgement; with a view toward strengthening the
control and governance systems, the Function reports also via the Chief Risk Officer - to the Board of Directors
thus guaranteeing compliance with independence and
separation requirements applied to the individual control
functions, as well as compliance with the principle of a
division between operating and control functions.
This function is centralised at the Parent Company in
compliance with the provisions of the afore-mentioned
Regulation No. 38/2018 and the Letter to the Market of
July 5th, 2018 – “Directive on the application of the
proportionality principle within the corporate governance
system”.
It operates for all the subsidiaries under Italian laws in
compliance with a service agreement.
The Board of Directors, as set forth in Article 28 of the IVASS
Regulation No. 38/2018, takes steps - having checked the
suitability requirements for the office - to appoint the Head
of the Function; the revocation of the appointment of the
same is also the responsibility of the Board of Directors.
The head of the function, in addition to the final annual
report, has prepared information flows intended for the
Board of Directors on a quarterly basis, subject to
examination by the Control and Risk Committee, Senior
Management, the directors and officers as well as
ensured constant direct alignment with the functions
included in the Internal Control System, as well as the
other company functions concerned. Besides the periodic
reporting, the head of the function presented the Board
of Directors with the plan of the activities for 2019, with
indication of the measures which he/she intends to
implement with regard to the non-compliance risks, which
will take into account both any weaknesses revealed
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thanks to the on-going monitoring and verification
activities, and the emerging risks.
The legislative scope entrusted to the Function
presupposes the direct safeguard (assistance for the line
functions, initial heads responsible for the safeguarding,
monitoring and control) with respect to the noncompliance risks relating to primary and regulatory
legislation which disciplines the performance of insurance,
reinsurance and brokerage activities, as well as for those
provisions in relation to which forms of specialised
safeguard within the Group and the Company are not
already envisaged. With reference to other legislation in
relation to which specific forms of specialised safeguard
are already envisaged, such as for example the legislation
on safety in the workplace, the Tax legislation, the
Compliance function represents an indirect safeguard,
carrying out on-going monitoring and accomplishing any
checks on the work of the specialist control units.
The Cattolica Group’s governance model regarding
Organisation, Management and Control Models adopted
in accordance with Italian Legislative Decree No. 231/01
(hereinafter “OMCM”), envisages that the Compliance
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function supports the Group Organisation function in the
updating of the OMCMs adopted by each company,
with particular reference to the legislative amendments
and the directives, also providing support to the
Supervisory Bodies of the Companies with regard to the
information flows and the on-going supervision of
compliance with said Model.
Since the risk of non-compliance with the provisions is
widespread at all levels of the company organisation,
especially within the sphere of the operating lines, the
prevention activities take place in the first instance where
the risk is generated, according to a risk-based approach,
checking that the internal procedures are suitable for
preventing said risk.
The function is also equipped with suitable financial
resources, both for the purpose of ensuring its effective
independence and in consideration of the possibility of
accessing services which permit the complete
accomplishment of its duties in light of the complexity and
the dimensions of the Company. Accordingly, the Board
of Directors has approved the annual budget for the
function, prepared in co-ordination with the Chief Risk
Officer (C.R.O.).
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B.5 INTERNAL AUDIT FUNCTION
The internal audit function is responsible for the monitoring
and assessment of the efficacy and efficiency of the
internal control system and additional components of the
corporate governance system as well as for any need for
alignment, also through support and advisory activities
provided to the other corporate functions, while
coordinating the application of auditing standards across
the Group. Its duty consists of objectively assessing the
evidence in order to express an independent opinion on
the audits carried out. The function provides support and
advisory services to the operating divisions without
undertaking managerial responsibility which would
compromise its objectiveness and independence. In
topics relating to the corporate governance system, it
provides support to the top management bodies in
fulfilling their regulatory obligations.
This function is inspired by the principles of the internal
code of conduct and professional ethics in line with the
Professional Practices Framework of The Institute of Internal
Auditors. The audit activities concern:

the company processes and organisational
procedures;

the regularity and functioning of the information
flows between company sectors;

the suitability of the information systems and their
reliability so that the quality of the information on
which Senior Management bases its decisions is
not invalidated;

the
compliance
of
the
administrativeaccounting processes with the criteria of
correctness and due keeping of the accounts;

the efficiency of the controls carried out on the
outsourced activities;

the propensity of the internal control system to
prevent internal and external fraud.
Its organisational structure is designed to oversee
company activities at the head office as well as the local
offices and throughout the distribution networks.
The formalities for the implementation of the internal audit
function have been inspired by the so-called audit cycle
envisaged by the international auditing standards and the
regulatory provisions. The process is divided up into phases
which are achieved according to the following cyclical
development:

planning activities with progressive level of detail;

the execution of the plan and consistent
reporting with a progressive level of conciseness;

the performance of follow up activities.

The head of the function has drawn up the annual
programme applying a risk based approach criterion
which made the definition of the areas to be submitted by
way of priority to investigations possible on a consistent
basis with the main risks to which the companies of the
Group are exposed, thus guaranteeing also the execution
of all significant activities within a reasonable period of
time. The Group’s audit plan for the year 2018 included
inter alia the activities to be carried out in compliance
with the applicable laws and a margin that would allow
dealing with the needs of unforeseen assessments, and
was submitted for the approval of the Board of Directors
of the Parent Company in December 2017, before the
start of the reference period. It was subsequently updated
by the Board of the Parent Company on August 2nd,
2018, following operations for the acquisition of new
companies for the Group that have outsourced their
internal audit responsibilities to the Group’s audit
management team.
On the basis of precise internal standards, the head of the
function informs the administrative, management and
control bodies of the results of the checks carried out via
audit reports and quarterly reporting so as to guarantee
them awareness and oversight of the company events
subject to the internal audit activities. By means of the
same reporting flows, the directors and officers have been
made aware of the results of the monitoring of the
corrective action plans drawn up by management to
remove the problematic aspects highlighted in the audit
reports.
With a view to collaboration and co-ordination, the
internal audit function maintained information flows
formalised with the other parties tasked with control.
The final annual reporting, submitted to the Board of
Directors in March 2019 showed that the operations,
despite an integration of the annual programme of audits
performed during the year, were compliant with the plan.
The internal audit function, on a consistent basis with the
matters established by its policy, performs its appointment
so as to preserve its independence and objectiveness for
the purpose of providing a professional and impartial
assessment on the effectiveness, efficiency and
adequacy of the internal control system and of the other
components of the corporate governance system.
The independence, an objective characteristic of the
internal audit function and its components, is essentially
guaranteed by:
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absence of responsibilities relating to operations
and segregation of tasks also with the other key
functions;
a suitable organisational placement reporting to
the Board of Directors which ensures autonomy
with respect to management;
the appointment, removal and remuneration
conditions for the head, whose incentive system
is dependent on the results of the areas subject
to control;
the
direct
information
flows
with
the
administrative,
management
and
control
bodies;
an
economic,
human
resource
and
technological endowment which cannot be
subject to restrictive measures without the
approval of the management body;



freedom of access for the function appointees
to the information systems, the company
structures and the documentation subject to
control, also on an autonomous basis.

The objectiveness, a subjective characteristic of the
internal audit function and its components, is conditional
on independence and is also supported by:

an assessment of the areas of origin and the
duties previously carried out by the function’s
staff;

the periodic rotation in the assignment of the
appointments or mentoring of several resources
in the execution of the activities;

a constant development of the professionalism
of those appointed;

an accurate hierarchical control on the results of
the assigned activities.
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B.6 ACTUARIAL FUNCTION
On the basis of Art. 30 sexies of the Private Insurance
Code, the Parent Company has established the Actuarial
function with the task of co-ordinating, controlling and
supporting with regard to all the aspects and calculations
of a technical-actuarial nature associated with the
insurance activities: technical provisions valued for the
purposes of both the solvency statements and the annual
financial statements, risk undertaking policy, mitigation of
the insurance risk by means of reinsurance agreements,
capital requirements associated with the insurance
technical risks for the purpose of the solvency statements.
On a consistent basis with the directives of the Board of
Directors, the Actuarial function has been centralised in
the Parent Company and provides its services via specific
outsourcing agreements, also to all the subsidiary
insurance companies with the exception of the foreign
companies Cattolica Life and Vera Financial, which have
outsourced the activities of the function to a third party
provider.
The Actuarial function reports directly to the Board of
Directors as a guarantee of compliance with the
requirements of independence and separation of the
individual key functions, as well as in compliance with the
principle of separation between operating and key
functions.
The Board of Directors appoints and removes the Head of
this Function.
The Actuarial function carried out the following duties
during the year:

co-ordination and validation of the calculation
of the technical provisions according to
Solvency II valuational principles, for the purpose
of the determination of the solvency statements;

formulation to the Board of Directors of an
opinion on the global underwriting policy;

formulation to the Board of Directors of an
opinion on the reinsurance agreements;









contribution towards the effective application of
the risk management system, with particular
reference to the calculation of the specific
Group parameters for the purpose of the
quantification of the capital requirement
associated with the non-life technical risks (GSP)
and the projection of the technical provisions
within the sphere of the internal forecast
assessment of the risk and the solvency (ORSA);
drafting and signing of specific reports, within the
sphere of the annual financial statements, for the
purpose of certifying the sufficiency of the direct
business technical provisions for the Life and Third
party liability for vehicles and craft classes;
drafting and signing of the report, within the
sphere of the annual financial statements, on the
current and foreseeable returns in relation to the
pertinent Life classes;
drafting and signing of specific reports, within the
sphere of the annual financial statements, for the
purpose of certifying the sufficiency of the
indirect business technical provisions for the Life
and Non-life classes.

In relation to the afore-mentioned activities, the function
periodically provided the Board of Directors with
appropriate reports and, at the time of the approval of
the financial statements, presented the Boards of Directors
with a report containing all the duties carried out during
the year and the results achieved, as envisaged by
current legislation.
The function worked closely and continuously with the Risk
Management function, providing its contribution on the
quantitative aspects of a technical-actuarial nature
associated with the insurance activities.
The Actuarial function forwarded the annual report on the
duties carried out and the other reports to the other
functions forming part of the internal control system, after
presentation to the Board of Directors.
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B.7 OUTSOURCING
In accordance with the primary and regulatory legislation,
the Group companies have endowed themselves with an
outsourcing policy which defines the criteria for handling
the outsourcing agreements between the insurance
company and third party suppliers of services, even if not
authorised to carry out insurance activities, for the
accomplishment of a service or an activity otherwise
accomplished by said insurance company. For the
purpose of achieving the business objectives, the choices
regarding outsourcing are based on a clear definition of
the benefits and the risks which derive therefrom, and
must envisage the creation and maintenance of an
effective monitoring system on the outsourced activities.
The model for the governance of the outsourcing
envisages that, for each Group insurance company, the
Board of Directors defines the guidelines and strategic
polices, whose implementation is delegated to Senior
Management which, also on the basis of the assessments
of the risks carried out by the Compliance and Risk
Management functions, has the task of authorising the
outsourcing of the services and reporting to the
management body. The task of preparing the periodic
information flows to the directors and officers on the results
of the controls carried out as well as promptly informing in
the event of serious violations detected, is the
responsibility of the appointed heads, distinguished by
pertinence on operating services and key functions.
The possibility that the outsourcing concerns insurance risk
undertaking activities or the activities which due to their
nature, quantity or transfer formalities may lead to the
draining of the company is excluded; the assessment of
the appropriateness of outsourcing is based on efficiency,
cost effective or transitory criteria with regard to the
services to be entrusted to the suppliers.
The policy provides criteria for the identification of the
activities and disciplines both the outsourcing of services
considered non-essential but functional for the
performance of the business activities, and the
outsourcing of essential or important activities, whose
anomalous or non-execution would seriously compromise
the company’s financial operations and the stability of the
business or the continuity and quality of the services for
the insured parties.
Only with reference to essential or important services do
the insurance companies assess by way of priority the
possibility of entrusting the outsourcing to other Group
companies, resorting to external suppliers only when
particular specific skills are necessary, albeit in observance
of the principles of integrity and financial capacity of the
supplier, in any event defining emergency plans and exit
strategies. For each essential or important service
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outsourced, the outsourcer must have an operational
continuity plan (Business Continuity Plan) and an
operations recovery plan (Disaster Recovery) which
represent an integral part of the Group continuity plans. In
the event of termination of the outsourcing relationship so
as to permit the Company to insource the service once
again or entrust it to another supplier, an operating
strategy is envisaged which includes feasibility analysis on
the possible options, the selection of the option to be
implemented and the activation of measures for prompt
implementation.
The Italian insurance companies in the Group have
outsourced the following activities to the Parent
Company:

Finance;

Actuarial function;

Reinsurance;

Complaints service;

Anti-money laundering function;

Key functions (Internal Audit, Risk Management,
Actuarial Function, Compliance).
The Italian insurance companies in the Group, with the
exception of BCC Vita, have also outsourced the
following essential activities to Cattolica Services s.c.p.a.,
a Group company with headquarters in Italy which
provides highly essential business services:

management of the post-sales of insurance
products;

management and settlement of claims (except
those relating to agricultural and suretyship risks);

IT services;

management of section-related accounts.
The following are entrusted to outside suppliers:

the handling of the legal protection and the
financial losses on motor claims (ARAG SE
Rappresentanza Generale e Direzione per
l’Italia, with Italian jurisdiction);

the handling of the motor assistance and
elementary
classes
coverage
(MAPFRE
ASSISTENCIA Compania Internacional de Seguros
y Reaseguros SA with representative offices in
Italy and Italian jurisdiction; EUROP ASSISTANCE
Italia Spa with Italian jurisdiction);

the management of livestock claims (APA G.S.Z.
– Gestione Servizi Zootecnia Srl with registered
office in Italy; Agrotis S.r.l. with registered office in
Italy);

the administrative management and the
settlement of multi-class products, life products in
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the pension and welfare sphere and for the UNIT
products (PREVINET Spa with Italian jurisdiction);
the management of IT infrastructure with respect
to data centre, service desk, workplace
management, WAN management and printer
management
services
(Accenture
S.p.A.;
Telecom Italia S.p.A.);
limited to TUA Assicurazioni, the services relating
to the PASS portfolio and issue system, the
application maintenance and the infrastructural
hosting service for the same system (RGI S.p.a.
with registered offices in Italy).
limited to TUA Assicurazioni, the management
(including the assessment) of claims inherent in
hail risks relating to a specific portfolio distributed
in Italy by the broker A&A (GRAI S.r.l.);
limited to TUA Assicurazioni, the management of
claims in the professional general liability
insurance business (DUAL Italia S.p.a.);
management of the settlement of claims for
accidents and health (to AON Hewitt Risk &
Consulting Srl).

BCC Vita has entrusted the administrative management
of the insurance products, the handling and settlement of
the claims, the IT services and the keeping of the sectionrelated accounts to the supplier ITO Srl with Italian
jurisdiction.
Cattolica Life Dac, with headquarters in Ireland, has
outsourced, until the third quarter of 2018, the Internal
Audit function to the Parent Company, the Risk
Management function and the Actuarial function to
Milliman Ireland, as well as the portfolio management and
financial and accounting reporting activities to Irish
Progressive Services International, along with the IT
services, both with headquarters in Ireland.

The company Vera Financial d.a.c., located in Ireland,
enrolled in the Companies Registration Office Ireland, has
outsourced to Irish Progressive Services International LTD
the so-called “third party administrator” of the company;
to UnipolSai Assicurazioni S.p.A. the management of a
support software for the acquisition and transfer of the
data necessary to the issuance of its insurance products
and related portfolio management operations; to IT Force
Limited the IT system of the company that carries out
monitoring, management and maintenance of the
systems and the IT infrastructure; to Savener Solution LTD
the local and off-site service of the company’s data
backup and all the necessary technical configurations
that are necessary and instrumental to the activation of
the Disaster Recovery and Business Continuity plan of Vera
Financial; to SOFTCO the software for the electronic view,
consultation and management of the policies of Vera
Financial; to Willis Tower Watson the actuarial function of
the company.
As regards the companies Vera Assicurazioni, Vera
Protezione and Vera Vita, in addition to the essential
service providers already mentioned for the other
companies of the Group, the following essential providers
were also used: Blue Assistance for the management and
settlement of Assistance and Health claims; CNP Partner
Solutions for claims settlement; TTYCREO for electronic
claim entry and flow control; Integra Document
Management for the Document Management service;
Universa Scarl for Telephone customer service; UnipolSai
Servizi Previdenziali Srl for the administrative management
of the pension fund and Corvallis Document
Management Srl for the Electronic Archiving; Banco BPM
for the Contact Centre and quality support service for
quality post-sale activities carried out by the subsidiaries.
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B.8 ANY OTHER INFORMATION
Within the governance system, the Anti-money
Laundering function is responsible for preventing and
combating the violation of legal, regulatory and selfregulation provisions concerning laundering and the
funding of terrorism. For such purposes, it identifies the
applicable provisions with regard to laundering and the
funding of terrorism, assesses their impact on the
company processes and the internal procedures,
collaborates with regard to the identification of the
safeguards and the measures aimed at the prevention
and combating of the risk of laundering and terrorism
funding, checks the suitability and degree of effectiveness
of the same on an on-going basis and, where necessary,
proposes the organisational and procedural changes for
the purpose of ensuring a suitable oversight of these risks.
For a complete view of the governance system, it is
recalled that the Group companies have organisation,
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management and control models pursuant to Italian
Legislative Decree No. 231 dated June 8th, 2001, relating
to the administrative liability of the bodies and legal
persons, Italian Legislative Decree No. 81 dated April 9th,
2008 regarding the protection of health and safety in the
workplace and are subject to the controls laid out by the
Parent Company pursuant to Italian Law No. 262 dated
December 28th, 2005 concerning financial disclosure for
listed issuers. An internal model is also operative for
preventing and combating in-house fraud.
Cattolica and the subsidiaries carrying out insurance
activities in the assistance class have filed the report
together with the financial statements, which reveals the
staff and the equipment it avails of so as to deal with the
commitments undertaken in compliance with Article 93,
paragraph 4, of the Code.

C. RISK PROFILE

C. RISK PROFILE

Foreword
C.1 Underwriting risk
C.2 Market risk
C.3 Credit risk
C.4 Liquidity risk
C.5 Operational risk
C.6 Other material risks
C.7 Any other information

Solvency and Financial Condition Report 2018

Risk Profile

FOREWORD
This section illustrates the methods followed in the
measuring and handling of the exposure to risk and the
results of the monitoring activities.
The fundamental metrics for the measuring of the risks are
divided into two macro-categories. With regard to the socalled quantifiable risks, the first reference amount is the
measurement of the capital requirement according to the
solvency metric. Within the sphere of the same risk classes,
additional instrumentation is also used which supplements
the regulatory requirement with stress and sensitivity
analysis and with processes for monitoring the individual
analytical
amounts
useful
for
more
frequently
understanding the performance of the risk positions.
The risks differing from the previous category adopt an
assessment on a qualitative scale, with which a concept

Risk categories

With reference to the risks measured also by means of the
regulatory capital requirement, indication of the related
percentage of each risk with respect to the total is
illustrated. These percentage values are determined
taking into consideration the correlations between the
risks and the mitigation effect associated with the
technical provisions and the deferred taxes, consequently
they do not unequivocally correspond with the
presentation as per the obligatory statements.

% of total

Market risks

47%

Non-life underwriting risks

25%

Operational risks

13%

Life underwriting risks

9%

Counterparty default risks

4%

Health underwriting risks

2%

Definition of the stress scenarios
The process for definition of the stress scenarios subject to
specific analysis is based on the assessments made within
the sphere of the map of the risks of the insurance
companies belonging to the Group, which defines the
relevance and the expected forecast performance of
each risk macro-category.
The risks deemed most significant are subject to specific
stress test analysis, within the sphere of the assessments of
the risk profile of each company and the Group in its
entirety. In this sense, the risk macro-categories deemed
most significant with reference to the overall risk profile are
the Market and technical risks of the Non-life classes. The
other risks are assessed by resorting to detailed analysis of
the results deriving from the application of the standard
formula, which due to its very nature expresses the
sensitivity of the company assets to the change in specific
risk factors.
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of expected loss is typically associated on the basis of
analysis made by means of self-assessments by those
responsible for the process and direct assessments by the
second level control functions.

General comments on the system of
limits
For the purpose of an on-going assessment of the risk
profile and the related handling of the exposures, specific
monitoring processes are set up, which are fundamentally
expressed within the sphere of the system of operating
limits which the Group insurance companies have
equipped themselves with in accordance with the
Resolution on Risk Appetite. The definition of the
underwriting limits by type of business aims to handle the
overall exposure by undertaking risks on a consistent basis
with the propensity approved by the Board of Directors of
the Parent Company and of each subsidiary, and
commensurate to the nature of the activities carried out.
The system of limits in fact represents a fundamental
element within the sphere of risk management. During the
year, steps were taken to enhance this system and in
particular the phase for the gauging of said limits, based
on a unique and consistent method for all the types of
quantifiable risks.
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In detail, a model for the proposal of the limits has been
streamlined based on sensitivity analysis of each value of
interest, created in such a way as to measure the effect
on the solvency position of a series of adverse changes
assessed at the same time. The system of limits is therefore
an interpretation, also operative, of the risk appetite
defined by the Parent Company from a strategic

standpoint and aims to govern the trend of the solvency
position in advance.
Within this system, the trend of the exogenous variables of
greatest importance is also captured, by means of the
monitoring of summary indicators whose recent and
forecast trends require specific attention.
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C.1 UNDERWRITING RISK
Underwriting risks of the Life business
As of December 31st, 2018 the technical risks of the Life
business represented around 9% of the overall SCR (taking
into consideration the effect of the diversification
between risk modules and the contribution of the loss
absorption capacity linked to technical provisions and
deferred taxes).
The main risks of this type to which the Group is exposed
are the risks associated with the conduct of the insured
parties (redemption risk), followed by the expenditure risk
and by demographic risks.
The risk linked to the conduct of the insured parties is that
subject to greatest volatility, as a consequence of the
close connection with the financial variables and
consequently due to their more erratic nature.
The quantitative assessment of this risk is carried out using
a
standard
formula,
considered
adequate
in
consideration of two elements:

profile of the products and the customers of the
portfolio of the Group insurance companies
essentially in line with the market;

demographic characteristics of the insured
parties in Italy similar to European values.
The monitoring of these risks is carried out by means of
specific processes, particularly linked to the system of
operating limits which each insurance company
belonging to the Group has set up in accordance with
the policy for the management and assessment of risks
and solvency. As indicated previously, the system of limits
in fact represents a fundamental element within the
sphere of risk management.
Within the sphere of the technical risks of the Life business,
particular attention is paid to the trend of the premiums
written by business line (measuring the riskiness associated
with products which can be revalued, unit-linked and
those which cannot be revalued on a summary basis) and
to amounts characterising the quality and the profitability
of the premiums written. The risk control and monitoring
activities are carried out first of all by the heads of the first
level controls. The performance of these activities takes
place on a consistent basis with the matters indicated in
the policies for management of the individual risks, in
particular the reserve and underwriting policies. The Risk
Management function, since it has independent access
to the necessary data for the monitoring of risks, verifies, as
necessary, what has been received from the managers of
the first level controls.
The underwriting risk of the Life classes is also overseen in
the underwriting phase, by means of the use of metrics for
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the valuation of the sustainability of the guarantees
offered both according to traditional insurance
management logics and with a market consistent view.
Concentrations such as to prejudice the risk profile of the
insurance companies or the Group do not stand out; in
detail, the exposure by individual head insured is handled
within the sphere of risk concentration also by means of
recourse to reinsurance.

Technical risks of the Non-life and NSLT
Health businesses
The technical risks relating to the Non-life business
represented around 25% of the overall Group SCR while
the technical risks relating to the NSLT Health business
represent approximately 2%, taking into consideration the
effect of the diversification between risk modules and the
contribution of the loss absorption capacity linked to
technical provisions and deferred taxes.
The Group recognises three categories of Non-life and
NSLT Health insurance technical risks:

non-life premium risk, linked to the underwriting
of the risks, the events covered by the insurance
agreements entered into and the trend of the
claims;

reserve risk, linked to the quantification of
technical provisions for the observance of the
commitments undertaken vis-à-vis insured and
injured parties;

catastrophe risk, linked to the uncertainty
surrounding the hypotheses for calculation of the
premiums and establishment of the provisions in
relation to extreme and unforeseeable events.
The quantitative assessments of the Reserve and Non-life
premium risks are carried out via the standard formula
with GSP application.
The monitoring of these risks is carried out by means of
specific processes, particularly linked to the system of
operating limits which the Company has set up in
accordance with the policy for the management and
assessment of risks and solvency. As indicated previously,
the system of limits in fact represents a fundamental
element within the sphere of risk management.
Within the scope of the technical risks of the Non-life and
NSLT Health businesses, the main figures subject to
monitoring are the performance of the premiums, the
technical performance (for example measuring the ratio
of the claims of the current period to the premiums
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earned, the settlement speed and the average cost of
the claims) as well as the performance of claim reserves
(run off of the claims of the previous periods).
Also with reference to the Non-life and NSLT Health
business, the risk control and monitoring activities are
carried out first of all by the heads of the first level controls.
The performance of these activities takes place on a
consistent basis with the matters indicated in the policies
for management of the individual risks, in particular the
reserve and underwriting policies. The Risk Management
function, since it has independent access to the
necessary data for the monitoring of risks, verifies, as
necessary, what has been received from the managers of
the first level controls.
It should also be considered to be a type of risk of great
importance, also due to the nature of the Group
insurance companies and their business profile;
concentrations such as to prejudice the risk profile do not
stand out. The exposures relating to natural catastrophes,
Earthquake, Flood and Hail, the concentration for the risk
of Fire and the concentration for the suretyship risk are
monitored.
On the basis of the scenarios identified by the Risk
Management function, the Group carries out sensitivity
analyses both within the ORSA process and separately.
The process and the methods adopted by the Group with
regard to the analysis on the Non-life and NSLT Health
underwriting risks can be summarised as follows:

sensitivity analysis with regard to the most
significant risk factors, carried out at least
annually on the solvency position.

During the year, a number of Stress Tests were carried out,
final and forecast, performed on the basis of a series of risk
factors assessed jointly, such as:

increased inflation rate by 3 percentage points
with impact on the claim reserve;

seismic event with period of return equal to a
year on 200.
An assessment of the impact of the adverse change in
the technical risk factors, that are forecast by the stress
test of the sector proposed by EIOPA for 2018, was also
carried out. Within this context, the prevailing scenario
provided for an increase in claim inflation equal to 2.24
percentage points, jointly with other adverse changes in
the risk factors.
The results deriving from the analyses carried out make it
possible to confirm the current and forecast solidity of the
Group also in the presence of the stress scenarios
identified.
The Risk Appetite thresholds defined by the Board of
Directors were found to have been complied with, thanks
to the sound equity position of the Group.
The main mitigation technique for the underwriting risk is
represented by recourse to reinsurance.
The reinsurance plans of the companies of the Group
provide for proportional transfers for the main businesses
net of any optional transfer, with the residual retention
protected by a coverage in excess of loss against the
occurrence of peaks of single claims or catastrophic
events.
In conclusion, special purpose vehicle companies were
not used for the transfer of risks.
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C.2 MARKET RISK
As of December 31st, 2018 the market risks represented
around 47% of the overall SCR, taking into consideration
the effect of the diversification between risk modules and
the contribution of the loss absorption capacity linked to
technical provisions and deferred taxes.
The main risks of this type to which the Group is exposed
are the risks of change in the credit spread, real estate
and share-related. The interest rate and foreign currency
risks follow.
The exposure to the spread risk follows the significant bond
stake in which the overall portfolio is invested, and which
includes a portion of securities of corporate issuers. The
real estate risk is the direct consequence of the overall
exposure to real estate assets, which is associated with a
percentage-wise significant capital absorption at present.
In accordance with the matters envisaged by the
“principal of the prudent person”, the portfolio of the
assets in its entirety is invested, for each insurance
company belonging to the Group, in assets and
instruments in relation to which it is possible to suitably
identify, measure, monitor, manage, control and report
the risks, taking appropriate account of the same in the
valuation of the overall solvency requirement. This
principle is interpreted in the investment analysis
processes, both forecast and final, integrated by the
system of limits.
All the assets, in particular those which cover the minimum
capital
requirement
and
the
solvency
capital
requirement, are invested in such a way as to ensure the
safety, quality, liquidity and profitability of the portfolio in
its entirety. The limits are gauged jointly for all the areas of
risk, establishing a structured system of conditions whose
observance is a safeguard of the suitability of the portfolio
with respect to the desired level of these attributes, on a
consistent basis with the Risk Appetite of each insurance
company and the Group in its entirety.
The assets held to cover the technical provisions are also
invested in keeping with the nature and the duration of
the liabilities held.
The level of concentration is subject to specific
monitoring, both with respect to the thresholds laid down
by the system of limits and the thresholds laid down by the
standard formula to detect the presence of a
concentration risk such as to merit an asset allocation.
With regard to the market risk, the companies of the
Group define their risk positioning with respect to the
related appetite via the definition of the Strategic Asset
Allocation. The process for the definition of the same is in
fact strictly linked to the significant processes in the ORSA
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sphere, representing the basis for an informed and
appropriately handled undertaking of risk.
The assessment of these risks is carried out using the
standard formula, considered today appropriate given
the profile of the Group’s investments in line with the
market. When applying the standard formula, particular
attention is paid to the correct application of the lookthrough approach on real estate property funds, whose
riskiness takes into suitable consideration the possible
leverage present.
The processes for the monitoring and management of the
risks outstanding with reference to the market risks is
structured according to various lines, defining an overall
consistent system which represents a safeguard for the
investment activities and the risks deriving from exogenous
factors.
A prior investment analysis process exists, in accordance
with the provisions of IVASS Regulation No. 24 and
concerns in particular the so-called complex assets,
indicated in the same Regulation and further interpreted
within the sphere of the Investment Policy which the
Parent Company and the individual insurance companies
belonging to the Group have adopted.
The monitoring of the market risks is also overseen within
the sphere of the ALM activities, which via the operational
interpretation of the process envisaged by the asset and
liability management policy, periodically monitor the main
reference amounts within the investment sphere, first of all
comparing the asset allocation with the related strategic
forecast. The analysis is then checked in further depth and
detail with regard to the most significant amounts within
the sphere of the monitoring of the investment activities.
In conclusion, the investment policy and the operating
limits reflect the Resolution issued on the Risk Appetite,
defining the specific aggregate and detailed amounts on
which the investment activities are focused. The system of
limits is applied by means of a first level control pertaining
to the operational functions and a second level
independent control pertaining to the Risk Management
function. Within this scope, the Risk Management function
has independent access to all the significant data for the
control of the risk and goes ahead with autonomous
assessments on the consistency of the most significant
amounts. During 2018, this independent assessment was of
particular significance in consideration of the important
innovations introduced within the sphere of the system of
limits and concerned a large extent of the values subject
to monitoring. In fact it is believed that the introduction of
new values subject to monitoring requires specific
attention by the Risk Management function through an
independent analysis of the trend of the most significant
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variables. The third level control is, as envisaged, the
responsibility of the Internal Audit function.
Within the sphere of the Market risks, an extensive set of
limits is defined for each insurance company,
supplemented by specific limits significant at Group level
and which intends
to cover
values
typically
complementary to those monitored in a Strategic Asset
Allocation sphere and entirely consistent with the same.
Therefore, values indicative of the exposure to interest rate
risk (duration mismatch between the asset and the
liability), the risk of change in the credit spread (spread
duration) are measured, in addition to a series of
indicators aimed at measuring the exposure in specific
categories of activities.
Within the sphere of assessment of the market risks, the
trend of the regulatory capital requirement is also
monitored. This specific monitoring is also carried out using
disclosure instruments directly used by the ALM function
and is subject to on-going comparison with the business
and first and second level control functions, within the
sphere of an on-going and accurate assessment of the
exposure to risk.
The Group carries out sensitivity analysis both within the
ORSA process and separately.
The process and the methods adopted by the Group with
regard to the analysis on the market risks can be
summarised as follows:
1. Sensitivity analysis with regard to the most
significant risk factors, carried out quarterly on
the solvency position. In 2018, the exposure to
the risk of an increase in the interest rates and
the credit spread was measured with the aforementioned frequency, jointly on Government or

2.

corporate issuers’ bonds, along with the risk of a
reduction in share prices and property values.
4 sets of sensitivity analyses were carried out, the
impact of which on the solvency position are
indicated below.

increase in the interest rates lacking risk
of 50bps: +3 percentage points;

increase
in
the
credit
spreads
(government and corporate) of 50 bps:
-21 percentage points;

increase in the credit spreads (Italian
government) of 50 bps: +5 percentage
points;

reduction of 25% of the share values: -9
percentage points;

reduction of 25% of the real estate
values: -23 percentage points.
Stress tests, final and forecast, were carried out
on the basis of a series of risk factors assessed
jointly and determined on the basis of past
analysis. The preponderant risk factor assessed in
2018 was the trend of the credit spreads on
Government Bonds, as a consequence of the
significant exposure in the portfolio.

The results deriving from the analyses carried out make it
possible to confirm the current and forecast solidity of the
Group also in the presence of the stress scenarios
identified.
In all the stress scenarios applied, the Risk Appetite
thresholds defined by the Board of Directors are largely
complied with, thanks to the sound equity position of the
Group.
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C.3 CREDIT RISK
As of December 31st, 2018 the credit risks - understood to
be risks of default by the counterparty and therefore not
inclusive of the spread risk on bonds - represented around
4% of the overall SCR, taking into consideration the effect
of the diversification between risk modules and the
contribution of the loss absorption capacity linked to
technical provisions and deferred taxes.
The main types of exposure falling within this category to
which the Group is exposed relate to the exposure in
current accounts, vis-à-vis reinsurers and for amounts
receivable from intermediaries and insured parties.
The assessment of these risks is carried out using the
standard formula, considered today appropriate given
the profile of the assets in question held by the insurance
companies belonging to the Group, in line with the
market.
Within the sphere of the assessments made using this
metric, particular attention is paid to the breakdown of
the risk by type of exposure and for the individual
counterparties of greatest significance, monitoring the
trend over time and assessing case-by-case the
appropriateness of management-type action aimed at
containing the risk.
The credit risk management process is first and foremost
concentrated on the suitable selection of the
counterparties. A system of limits is also defined which
aims to appropriately handle the most significant
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exposures, by means of the assignment of limits to the
operating structures, for each insurance company
belonging to the Group, expressed as a capital
requirement determined using the standard formula and
interpreted by individual type.
Specifically, limits referring to the capital requirement for
exposures in current accounts and vis-à-vis reinsurers are
assigned. These values make it possible to summarise
various dimensions of the risk, comprehending the riskiness
of the individual counterparty, the overall exposure and
the possible presence of concentrations.
The most significant exposures involve reinsurance
counterparties, whose associated risk is contained thanks
to the related high credit worthiness. The effective
suitability of the counterparty risk undertaken as a
consequence of recourse to reinsurance is also subject to
assessment within the process for the selection of the
reinsurers, laid out in the related policy.
No particular credit risk mitigation techniques are applied.
The consistency of the risk undertaken with the Risk
Appetite defined by each insurance company by means
of the Parent Company resolutions is maintained by
means of the selection of the counterparties and the
handling of the related exposure.
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C.4 LIQUIDITY RISK
The assessment of the liquidity risk is carried out, for each
insurance company belonging to the Group, according
to the provisions of the related policy, which aims to
establish a level of oversight concentrated on careful
financial planning, having also taken into account the
elements of variability which influence the trend of the
future cash flows.
The trend of the investment portfolio is also subject to
periodic reporting and monitoring, for the purpose of
constantly assessing the availability of assets which can be
liquidated in the presence of possible cash requirements.
The reporting linked to the afore-mentioned monitoring is
subject to periodic discussion with Senior Management.
The liquidity risk is mitigated, in more significant cases, by
means of the establishment of appropriate credit facilities,
which make it possible, if required, to make up for
temporary shortfalls of cash.

The Group insurance companies carry out sensitivity
analysis within the financial planning process, aimed at
determining the sustainability of any stress scenarios with a
view to future cash flows.
The process provides for the independent definition of the
stress scenarios by the Risk Management function, which
receives and subsequently assesses the outcomes of the
application of the scenarios by the competent functions.
The results of this analysis will be provided in the ORSA
report.
As required by current legislation, it is disclosed that the
amount of the profits expected in the future premiums of
the Group comes to around € 244,449 thousand, inclusive
of the contribution of the Life business and the Non-life
and NSLT Health businesses.
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C.5 OPERATIONAL RISK
In accordance with current legislation, the Group
companies have adopted an operational risk policy,
which defines the guidelines of the method-based
framework to be used in the assessment of this type of risk,
and also determined the specific risk appetite suitably
fixing the related tolerance levels. The Parent Company
also determined the risk appetite for the risk in question at
Group level.
The operational risk management system of the Group
aims to prevent and reduce any losses which might
manifest on occurrence of damaging events, by means
of a process which envisages the identification, gauging
and mitigation, as well as the systematic disclosure of the
risk based culture in daily operations. This approach makes
it possible to enhance the internal control system, improve
the efficiency and efficacy of the management
processes and encourage dialogue with the Board of
Directors, Senior Management, the Board of Statutory
Auditors of the Group companies and the Supervisory
Authority.
Two different methods for measuring the operational risks
are envisaged in the Group:

A quantitative assessment for regulatory
purposes and on a quarterly basis, where the
capital to satisfy the solvency requirements of
the module relating to the operational risks
(OpSCR) is calculated applying the standard
formula of the Solvency II legislation. As of
December 31st, 2018 the operational risks
module represented 13% of the Solvency Capital
Requirement (SCR) of the Group.

An internal qualitative assessment carried out by
the heads of the company processes and by the
Group’s Risk Management function, where the
risks are identified and classified by risk factors
(individuals, procedures, systems and external
events) and by type of event, according to the
taxonomy illustrated below:
 internal fraud;
 external fraud;
 employment and work safety ratio;
 customers, products and business
practices;
 damages to material assets;
 interruptions of the operations and
malfunctions of the information systems;
 execution,
consignment
and
management of the processes.
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The exposure of the risks is measured using a qualitative
scale, determined on the basis of a probability of
occurrence and potential economic impact logic, which
has a minimum value equal to 1 (very low) and a
maximum value equal to 10 (very high). As of December
31st, 2018 the qualitative assessment of the risk in its
entirety for the Group comes to a 3 exposure value
(average low), in line with the operational risk preference
defined by the Group.
The operational risks identified and assessed are subject to
an on-going monitoring process and revalued overall at
least once a year. Furthermore, those responsible for the
company processes have the obligation to promptly alert
the Risk Management function in the presence of
operational risk events with a potential exposure such as
to affect the Group’s risk profile, so that suitable risk
management measures can be adopted.
The types of risk to which the Group is most exposed both
in terms of numerousness and level of exposure are three:
a) the execution, consignment and management of the
processes attributable to events which occur during the
daily operations of the business; b) fraud associated with
the settlement and underwriting activities; and c) the
interruption of the operations and malfunctions of the
information systems. The Italian scenario however discloses
growing attention to the cyber risk and business
interruption, aligning itself with the international one,
leading to the review of the trend of exposure to this risk as
moderately on the rise, and manifesting the need for the
implementation of safety measures for the information
technology systems. The main mitigation actions
undertaken by the Group during 2018 were focused
precisely in this direction.
For the purpose of mitigating the Group’s exposure to
operational
risk,
the
Parent
Company’s
Senior
Management, in compliance with the responsibilities
assigned and implementing the same, adopts procedures
which ensure the maintenance of the consistency of the
choices with the risk management objectives established
by the Parent Company’s Board of Directors and the
alignment with the organisational logics adopted.
Specifically, the Group - within the Risk Appetite System envisages the implementation of remediation measures to
be defined and activated when the established tolerance
level has been exceeded for the purpose of ensuring a
prompt realignment of the exposure of the operational risk
with said risk appetite level which the Parent Company
has established for the Group in its entirety. The
operational risks whose levels of exposure exceed the
declared thresholds are subject to corrective actions

CATTOLICA ASSICURAZIONI GROUP

established with the heads of the company processes and
implemented by the same. Such actions, which may also
envisage the use of risk transfer instruments, are specific
per risk and the related expiries are subject to monitoring
by the Risk Management function which reports

periodically on the progress to the Parent Company’s
Control and Risk Committee and the Board of Directors of
the individual Group companies.
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C.6 OTHER MATERIAL RISKS
Belonging to the Group

Compliance check

With reference to the risk of belonging to the Group, the
assessment translates, for each insurance company
belonging to the Group, in the definition of a summary
attribute of significance, accompanied by an indication
of the forecast trend. The significance and the impact of
the risk of belonging to the Group are assessed in relation
to the possible expectation of future needs for capital
measures which the Group would have to carry out to
reset the risk tolerance threshold of the insurance
subsidiaries, having taken into account the ORSA
assessments. With regard to the insurance subsidiaries, the
assessment is also linked to the possible need for capital
measures for the current and forecast observance of the
desired Risk Appetite level.

The Company, through the Compliance function which
has been centralised in the Parent Company, has
identified and assessed the risks of non-compliance with
the provisions with particular reference to the observance
of the principles of transparency and correctness,
disclosure and correct execution of the agreements, in
dealings with insured parties and injured parties.
In detail, during the year the function assessed the impact
of the provisions on the processes and on the company
procedures, proposing - when deemed necessary - some
improvement activities aimed at ensuring a suitable
supervision of the risk, and also assessed the effectiveness
of the safeguards already in place.
This function uses, to date, a monitoring system based on
an analysis of results and risk indicators as well as on the
assessments carried out by the Operating and Specialist
representatives through the risk self-assessment method.
Monitoring has allowed the function to carry out an
assessment of the residual risk of non-compliance by
identifying, if necessary, additional collective actions so as
to return the risks to a risk propensity scope consistent with
the risk appetite framework.

Reputational risk
The assessment of reputational risk is linked to the main
causes that may result in its emergence. In this sense, the
assessment of compliance risk is particularly significant, as
the main element that could cause reputational risk.
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C.7 ANY OTHER INFORMATION
Additional information on the risks
No further significant information has come to light relating to the risk profile of the company, with respect to that
already indicated in the previous sections.
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FOREWORD
The tables shown in the following sections and the related comments refer to the Economic Balance Sheet template
(S.02.01.02) presented for the purposes of disclosure among the attachments to this report.
The figures are shown with a comparison with the figures drawn from the Consolidated Financial Statements at
December 31st, 2018.
Assets
Solvency II value
(€ thousands)

Goodwill

0

Deferred acquisition costs

0

30,741

Intangible assets

0

349,822

Deferred tax assets

366,714

304,441

Property, plant and equipment held for own use

239,395

189,459

25,708,442

25,493,980

84,151

787,262

52

119,060

Equities

161,622

163,861

Equities - Listed

118,443

119,665

Investments (other than assets held for index-linked and unit-linked contracts)
Property (other than for own use)
Holdings in related undertakings, including participations

Equities - Unlisted

43,179

44,196

Bonds

23,833,464

23,759,379

Government bonds

18,580,383

18,565,631

4,414,737

4,412,617

832,503

775,290

Corporate bonds
Structured notes
Collateralised securities
Collective Investments Undertakings
Derivatives
Assets held for index-linked and unit-linked contracts
Loans and mortgages

5,841

5,841

1,620,774

656,041

8,379

8,379

5,533,107

5,530,704

54,519

55,498

Loans on policies

1,031

1,031

Loans and mortgages to individuals

3,524

3,505

49,964

50,962

Reinsurance recoverables from:

517,626

687,094

Non-life and health similar to non-life

441,562

558,229

Non-life excluding health

389,618

516,490

Health similar to non-life

51,944

41,739

Life and health similar to life, excluding health and index-linked and unit-linked

76,065

128,865

Life excluding health and index-linked and unit-linked

76,065

128,865

Other loans and mortgages

Life index-linked and unit-linked
Deposits to cedants
Insurance and intermediaries receivables
Reinsurance receivables
Receivables (trade, not insurance)

−1

0

10,013

10,013

397,390

397,599

77,799

77,799

639,255

666,240

Own shares (held directly)

49,751

49,927

Cash and cash equivalents

228,407

237,380

Any other assets, not elsewhere shown
Total assets
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Book value
according to the
IAS/IFRS accounting
561,461

243,839

246,363

34,066,257

34,888,521
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Liabilities

3,478,540

Book value
according to the
IAS/IFRS accounting
standards
3,712,935

Technical provisions - Non-life (excluding health)

3,183,809

3,369,233

Best estimate

3,068,566

0

Solvency II value
(€ thousands)

Technical provisions - Non-life

Risk margin

115,243

0

Technical provisions - Health (similar to non-life)

294,731

343,702

Best estimate

279,285

0

Risk margin

15,446

0

Technical provisions - Life (excluding index-linked and unit-linked)

20,917,108

21,024,127

Technical provisions - Life (excluding health, and index-linked and unit-linked)

20,917,108

21,024,127

Best estimate

20,743,819

0

Risk margin
Technical provisions - index-linked and unit-linked
Technical provisions calculated as a whole
Best estimate
Risk margin

173,289

0

5,413,285

5,572,393

257,479

0

5,131,589

0

24,217

0

0

2,093

56,097

59,307

Pension benefit obligations

31,634

31,634

Deposits from reinsurers

35,380

35,380

379,682

303,005

Other technical provisions
Provisions other than technical provisions

Deferred tax liabilities
Debts owed to credit institutions
Insurance and intermediaries payables
Reinsurance payables

47,866

77,755

523,555

523,539

34,562

34,562

325,331

358,269

Subordinated liabilities

697,830

678,261

Subordinated liabilities in Basic Own Funds

697,830

678,261

Any other liabilities not elsewhere shown

155,060

170,007

32,095,930

32,583,267

1,970,327

2,305,254

Payables (trade, non-insurance)

Total liabilities
Excess of assets over liabilities
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D.1 ASSETS
Accounting standards
The assets are valued on a consistent basis with the
approach as per Article 75 of the Directive 2009/138/EC
(“Directive”) which establishes that the assets are valued
at the amount at which they could be exchanged
between informed and consenting parties in a transaction
carried out under normal market conditions.
In detail, as envisaged by the Delegated Regulation
2015/35 EU (Delegated Acts), the assets are valued in
compliance with the international accounting standards
(IAS/IFRS) adopted by the Commission in accordance
with (EC) regulation No. 1606/2002.
With respect to the IFRS, the following valuation methods
are excluded:

cost or amortised cost for the financial assets;

the valuation models which value at book value
or fair value less cost to sell, whichever is lower;

cost less depreciation and write-downs for
properties, properties purchased for investment
purposes, plant and machinery.
The following general criteria are also used:

the assets are valued on the basis of the
assumption that the company is a goingconcern;

the individual assets are valued separately;

the valuation method is proportionate to the
nature, the extent and the complexity of the risks
inherent to the Group’s activities.
The main accounting standard is the fair value as defined
by IFRS 13, which is determined by means of the use of
prices acquired from public listings, in the event of assets
listed on active markets, or by means of the use of
valuation models. An asset is considered as listed on an
active market if the listed prices are promptly and duly
available via stock markets, brokers, intermediaries,
companies specialized in the sector, listing services or
regulatory bodies and represent effective and regular
market transactions which have taken place within an
adequate reference interval promptly adapting to market
changes.
In the absence of an active market or a market which has
a sufficient or permanent number of transactions, the fair
value is determined by means of the use of valuation
models, generally applied and accepted by the market,
with the aim of determining the exchange price of a
hypothetical transaction which has taken place under
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market conditions which can be defined as “normal and
independent”.
Recourse to the valuation techniques aims to minimise the
use of the inputs not observable on the market, favouring
the use of observable data.
The main techniques used are as follows:

market approach: prices and other significant
information are used, generated by market
transactions carried out on identical or similar
assets;

cost approach: this reflects the amount which
would be requested at the time of the valuation
to replace the service capacity of an asset;

income approach: the future cash flows are
converted to their current value.
Essentially for the assets in the portfolio as of the valuation
date, the “market approach” and “income approach”
type techniques are used.
The determination of the value of the assets requires that
discretional valuations, estimates and hypotheses be
made, which influence the value of the assets. These
estimates mainly concern:

the fair value of the assets if not directly
observable on active markets;

the recoverable nature of the deferred tax
assets.
It is also emphasised that no change has been made to
the recognition and valuation criteria and methods during
the reference period.
The main methods and hypotheses used for the valuation
for solvency purposes are presented below, for each
essential asset class envisaged in the quantitative
balance sheet template S.02.01.02 as defined in the (EU)
Implementing Regulation No. 2015/2452 of the European
Commission dated December 2nd, 2015.
The Group’s assets have been aggregated in the various
classes envisaged by the Solvency II Financial Statements
taking into consideration consistency in terms of nature,
function and risks. The final objective was achieved by
analysing all the items of the chart of accounts of the
IAS/IFRS Financial Statements and identifying the uniform
values according to the Solvency II criteria.
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Goodwill
On a consistent basis with the matters envisaged by
Article 12 of the Delegated Acts, the goodwill is valued as
equal to zero.
In the IAS/IFRS Financial Statements the item, deriving from
the business combination transactions, is recognised at
purchase cost net of impairment losses determined in
relation to specific impairment tests, realised on the basis
of the matters envisaged by IAS 36.

In particular:
Debt securities (Bonds)
If available and if the market is defined as active, the fair
value is equal to the market price.
Otherwise, the fair value is determined using the market
approach and the income approach. The main inputs for
the market approach are prices listed and comparable
on active markets. In detail, they are valued by making
reference respectively:


Deferred acquisition costs
On a consistent basis with the matters envisaged by
Article 12 of the Delegated Acts, the deferred acquisition
costs are valued at zero.
In the IAS/IFRS Financial Statements for insurance
contracts, the acquisition commissions are divided up
over a period no longer than the duration of the contracts
and in any event within the limits of the loadings present in
the tariff rate; with regard to investment contracts, the
deferred acquisition costs are spread out over the
estimated life of said policies according to a constant
percentage of the current value of the income generated
by the contracts for the entire period of their permanence
in the portfolio.

Intangible assets
On a consistent basis with the matters envisaged by
Article 12 of the Delegated Acts, intangible assets are
valued as equal to zero, unless:

the intangible assets can be sold separately;

the existence of a value for identical or similar
assets can be demonstrated.
These requirements having not been found, all the
intangible assets have been written off.

Financial instruments
The breakdown of financial instruments into the various
classes was carried out on the basis of the CIC code
(Complementary Identification Code) which identifies the
classification of the financial instruments on the basis of
the type/characteristics of the same.
The valuation of the investments is carried out at fair
value.
The valuation techniques are used when a listed price is
not available. Generally, for the measuring of the fair
value the use of observable data is maximised and the
use of non-observable data is reduced.



to the price provided by the counterparty, if
binding (executable) for the counterparty;
at the price recalculated by means of internal
valuation instruments or provided by third parties
and corroborated by suitable disclosure on the
model and on the input data used.

In the event that the use of a valuation model is
necessary, the “plain vanilla” debt securities are valued
applying the discounted cash flow model technique,
while structured securities are valued by splitting the
security into a portfolio of elementary instruments; the fair
value of the structured product can thus be obtained by
adding together the individual valuations of the
elementary instruments into which it has been split.
Securities in default are recognised at the recovery value
based on information originating from those entrusted with
debt collection.
In the IAS/IFRS Financial Statements, the debt securities
are recognised at fair value or amortised cost on the basis
of the related classification.
Equities
If available and if the market is defined as active, the fair
value is the market price.
Otherwise, the fair value is determined using the market
approach and the income approach. The main inputs for
the market approach are prices listed for identical or
comparable assets on active markets.
An identical approach is used for the IAS/IFRS Financial
Statements.
UCIs (Collective Investments Undertakings)
With regard to Collective Investments Undertakings (UCIs),
the reference value, for the purposes of the determination
of the fair value, is represented by the official NAV
communicated by the asset management company
(SGR) or the fund administrator or obtained from market
information providers.
An identical approach is used for the IAS/IFRS Financial
Statements.
Derivatives
The fair value of the over the counter (OTC) derivatives is
determined by making reference to the price provided by
external counterparties (if binding “executable”), to the
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price provided by the central counterparties (CCP) for the
derivatives which fall within the sphere of the EMIR
procedures or to the price recalculated by means of
internal valuation instruments or provided by third parties
and corroborated by suitable disclosure on the model
and on the input data used.
An identical approach is used for the IAS/IFRS Financial
Statements.
Sensitivity
Financial instruments valued on the basis of input not
observable on the market are measured based primarily
on valuations and analysis by the issuer or third parties,
which cannot be directly found on the market but only
monitored by dynamics observed indirectly on market
factors and on the basis of objective elements
communicated by said counterparties.
Based on the securities in the portfolio, the parameters
that cannot be observed, but are capable of influencing
the valuation of the instruments are represented
specifically by:




estimates and assumptions used to value unlisted
hedge funds, private equity, unlisted real estate
property funds: with regard to these investments,
it is very difficult to estimate the fair value’s
sensitivity to changes in various, non-observable
inputs, which together could have off-setting
effects, therefore the reasonableness of the
effects caused by the stated changes on the
objective elements considered in the valuations
is verified;
estimates and assumptions used to value equity
investments in unlisted companies using the
stock
market
multiples
method,
which
determines the economic capital value of a
company or of a business unit based on market
multipliers (Stock Market Multipliers) and the
Discount Cash Flow, which estimates the value of
a company or of a business unit on the basis of
the future cash flows.

Loans and mortgages
The item includes:

loans on policies;

loans to employees;

the loan with collateral granted to Opera San
Giovanni Bosco;

receivables due from agents for recoveries on
portfolio indemnities.
These receivables are valued in compliance with the
provisions of Article 75 of the Directive.
In the IAS/IFRS Financial Statements, the loans and
receivables are valued at amortised cost, net of any
impairment losses, using the effective interest rate.

Reinsurance recoverables
With regard to the balances relating to reinsurance
recoverables, please see the matters described in the
sections relating to the technical provisions (D.2).
In the IAS/IFRS Financial Statements, the item is valued at
the face value of the provisions transferred to reinsurers.

Property, plant and equipment held for
own use and property used by third
parties
Property is valued at market value determined on the
basis of appraisals drawn up by independent third parties.
The Group adopts three main procedures for estimating
the value of the properties:


Market Approach: this provides an indication of
the value comparing the asset subject to
assessment with identical or similar assets for
which information on prices is available. If the
asset being estimated presents differences with
respect to the comparable assets and the
reference types of the sources, weighting (or
differentiation) factors are resorted to, which
permit a correct comparison procedure.



Cost Approach: based on the depreciated
replacement cost used for certain properties,
with particular characteristics. The estimate of
the fair value of the assets by means of the
depreciated replacement cost is broken down
into three phases and is carried out on the basis

Assets held for index-linked and unitlinked contracts
Securities linked to unit-linked policies, pension funds and
index-linked policies are valued in accordance with what
is described in the previous paragraph.
The criteria illustrated above do not differ from those used
for the IAS/IFRS Financial Statements.
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of the technical parameter of the gross surface
area:
o

o

o



the estimate of the current value of the
land referring to the purchase cost of
similar land in terms of location and
intended use;
the estimate of the depreciated
reconstruction cost obtained from the
estimate of the reconstruction cost as
new of the building appropriately
depreciated in relation to the useful
and residual life of the buildings;
the estimate of the market value of the
assets as the sum of the market value of
the area and the depreciated
replacement cost of the constructions.

Financial Profit
approaches:
o

o

Method

based

on

two

direct capitalisation: this is based on
the capitalisation, at a rate taken from
the property market, of the net future
income generated;
discounted cash flow, based on the
determination: for a period of n years of
the future income deriving from the
lease; on the market value of the
property by means of perpetual
capitalisation, at the end of this period,
of the net income and in conclusion on
the discounting, as of the date of
assessment, of the net income (cash
flows).

In the IAS/IFRS Financial Statements, property is valued at
cost net of related accumulated depreciation and any
impairment losses. Property intended to be used for
business activities is periodically subject to verification of
whether the book value is recoverable or not, and is
eliminated from the Financial Statements following
disposal or in the event of the depletion of the expected
economic benefits.

Holdings in related undertakings,
including participations
The scope of consolidation, determined in compliance
with what is established in Art. 335 of the Delegated
Regulation, differs from that of the Consolidated Financial
Statements drawn up in accordance with the IFRS
international accounting standards for the reasons
explained in the introduction.

Participations are valued on the basis of the share held of
the excess assets with respect to the liabilities of the
related undertaking. When calculating the excess of
assets with respect to liabilities for related undertakings,
the individual assets and liabilities were valued in
compliance with Article 75 of Directive 2009/138/EC and,
if the related undertaking is an insurance undertaking, the
technical provisions were valued in compliance with
Articles 76-85 of that Directive.
In the IAS/IFRS Financial Statements, when determining the
investment relationship, the definitions of control,
significant influence and joint control provided for by IFRS
10 and 11 have been used. This item also includes equity
investments in subsidiaries considered to be of an
insignificant entity with respect to the Group. Equity
investments in subsidiaries are stated through the line-byline consolidation method pursuant to IFRS 10. Equity
investments in associated companies and joint ventures
are accounted for in the Financial Statements using the
equity method. The book value is subject to impairment
test so as to reveal any losses due to permanent
reductions in value.

Own shares
These are designated at fair value using the stock market
value as of the reference date.

Any other asset
These are valued in compliance with the international
accounting standards (IFRS) which emerge as consistent
with Article 75 of the Directive.
The Group does not have any operating and financial
lease agreements outstanding.

Deferred taxation
The reference accounting standard for the valuation of
the deferred tax assets (DTA) and deferred tax liabilities
(DTL) is IAS 12.
Deferred tax assets (DTA) may come about due to:



deductible timing differences;
the carrying forward of tax losses (or tax credits)
not used.

Deferred tax liabilities (DTL) by contrast emerge from
taxable timing differences.
The timing differences arise from the different book value
of the assets or liabilities of the solvency Financial
Statements with respect to the value recognised for tax
purposes. These differences are temporary since they will
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contribute towards the determination of the taxable
income (tax loss) in future years, under the form of
deductible or taxable elements, when the book value of
the asset or the liability is realised or extinguished.
A deferred tax asset (DTA) is recognised only if it is
probable that taxable income will be generated in
relation to which the deductible timing difference can be
used. Likewise, a tax loss may generate a DTA if, and to
the extent that, future taxable income may be available
against which these tax losses can be used. The recovery
capacity of the deferred tax assets must emerge from a
recoverability test which demonstrates the sufficiency of
future taxable income with respect to the amount of the
net deferred tax assets which are intended to be
recorded.
The accounting standard IAS 12 provides for the offset
between deferred tax assets and liabilities only if the
Company: (i) has the legally exercisable right to offset the
amounts recorded and (ii) it intends to settle the items net
or realise the asset and at the same time extinguish the
liability. This generally takes place when the DTAs and DTLs
refer to taxes applied by the same tax authority vis-à-vis
the same taxpayer. Furthermore, within the scope of the
Group, the offsetting between DTAs and DTLs may take

2018

(€ thousands)

IRES

IRAP

2017
Total

IRES

IRAP

Total

Deferred tax assets (DTAs)

313,703

53,011

366,714

300,295

52,085

352,380

Deferred tax liabilities (DTLs)
Total Solvency II Net deferred taxes

315,703
−2,000

63,979
−10,968

379,682
−12,968

301,210
−915

74,833
−22,748

376,043
−23,663

The amount of the net IRES deferred tax assets recorded in
the Group’s solvency balance sheet derives from the
consolidation process of the solvency balance sheets of
all the companies belonging to the Group. The
recoverability test of the Group’s net IRES DTAs had a
positive outcome and was carried out considering the
future taxable income available at National Tax
Consolidation level (which also includes the non-insurance
companies of the Group). The test did not include the
companies that had joined the Cattolica Group in 20181
and Cattolica Life because, even though they are
companies of the Group, they are not included in the
NTCS agreement. As for Cattolica Life, it presents a
balance of deferred tax liabilities and therefore the
recoverability test was not necessary.
It is also hereby stated that with regard to the insurance
companies which show a net balance of IRES deferred tax
assets in their solvency balance sheet, a recoverability test
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place also on a “vertical” basis, or rather between
companies, provided there is the right to be able to make
this offsetting on the basis of the tax provisions in force. It
follows that an offsetting of DTAs and DTLs can be made,
provided that the companies participate in the Group’s
National Tax Consolidation Scheme (NTCS) and they are
recognised for IRES (company earnings tax) purposes. No
offsetting is made between companies outside the NTCS
or for deferred IRAP (regional business tax).
The book values of assets and liabilities on the basis of the
determination of the deferred taxation are recognised
and valued in compliance with Article 75 of Directive
2009/138/EC and, in the case of the technical provisions,
in complaince with Articles 76 to 85 of the same. The tax
rates used are those which it is envisaged will be
applicable in the year in which the tax asset will be
realised or the tax liability extinguished and must emerge
from provisions in force or essentially in force as of the
financial statement reference date.
The deferred tax assets (or liabilities) are not subject to
financial discounting.
The following table shows the breakdown of the DTAs and
DTLs recorded in the EBS by the Cattolica Assicurazioni
Group as of December 31st, 2018 and in comparison with
the previous year.

1

has also been carried out considering the individual future
taxable income. These tests did not reveal the need to
write-off net IRES deferred tax assets. With regard to ABC
Assicura, in the absence of future revenues, the amount is
deemed recoverable thanks to the participation of the
latter in the Group NTCS.
On the basis of the matters described, the net amount of
the IRES DTAs recorded in the Group’s solvency balance
sheet is deemed recoverable.
With reference to the IRAP (regional business tax), for
which the NTCS is not envisaged, the amount recorded in
the Group’s solvency balance sheet is deemed
recoverable since, where necessary, the net IRAP DTAs
have been written off, on the basis of the pertinent tax
legislation, in the individual solvency balance sheets of the
single insurance companies.

This refers to: Vera Vita, Vera Assicurazioni, Vera Protezione, Vera Financial, CATTRe, Estinvest, Satec, Meteotec, Qubo.
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D.2 TECHNICAL PROVISIONS
D.2.1 NON-LIFE TECHNICAL PROVISIONS
The Non-life technical provisions valued according to the Solvency II criteria, as specified below, compared with the
figures which can be taken from the IAS/IFRS closing balances as of December 31st, 2018, are summarised in the
following table.

Non-life business - Technical provisions gross of
reinsurance

2018

2017

Technical
Technical
Solvency II
provisions
provisions
according
according
to the
to the
IAS/IFRS
IAS/IFRS
accounting
accounting
Technical
Risk
Technical
standards Gross BE
standards
provisions
Margin provisions

Solvency II

(€ thousands)

Gross BE

Risk
Margin

Lob 1+13 - Health: medical expenses

81,076

5,023

86,099

141,388

68,980

3,221

72,201

71,993

Lob 2+14 - Health: income protection

198,209

10,420

208,629

204,407

113,740

8,902

122,642

165,219

1,747,312

66,901

1,814,213

1,791,341 1,678,926

71,237

1,750,163

1,761,611

58,895

1,859

60,754

2,080

62,456

69,224

Lob 4+16 - Motor vehicle liability
Lob 5+17 - Other motor insurance
Lob 6+18 - Marine, aviation and transport
insurance

70,569

60,376

25,235

490

25,725

24,423

20,771

418

21,189

21,911

Lob 7+19 - Fire and other damage to property

366,781

9,182

375,963

400,949

349,421

7,808

357,229

341,040

Lob 8+20 - General liability

757,012

32,428

789,440

932,938

878,823

29,156

907,979

996,872

Lob 9+21 - Credit and suretyship

46,972

1,209

48,181

64,762

56,037

1,382

57,419

70,700

Lob 10+22 - Legal expenses

10,861

262

11,123

17,420

9,143

178

9,321

14,531

Lob 11+23 - Assistance

11,551

486

12,037

21,579

10,584

330

10,914

20,590

Lob 12+24 - Miscellaneous financial losses

40,143

2,250

42,393

45,252

28,186

2,183

30,369

38,163

0

3

3

0

0

7

7

0

3,804

157

3,961

0

3,808

260

4,068

0

0

19

19

0

0

23

23

0

3,347,851 130,689

3,478,540

3,715,028 3,278,795 127,185

3,405,980

3,571,854

Lob 25 - Health: non-proportional
Lob 26 - Casualty: non-proportional
Lob 28 - Property: non-proportional
Total

The total amount of the technical provisions according to
the IAS standards at Group level is € 3,715,028
thousand.
Note that the amounts indicated in the Statutory column
(Technical provisions according to the international
accounting standards) also include the amounts of the
Other Technical Provisions.
The main information regarding the valuation for solvency
purposes of the technical provisions carried out with
regard to the balances as of December 31st, 2018, is
presented below.

Line of business (LoB)
The Lines of Business (hereinafter “LoB”), as envisaged by
attachment 1 to the Delegated Regulation (EU) 2015/35,
are:
a) Health - income protection;
b) Health - medical expenses;
c) Motor, other businesses;
d) Marine, aviation and transport;
e) Fire and other damage to property;
f)
Motor vehicle liability;
g) General liability;
h) Credit and suretyship;
i)
Miscellaneous financial losses;
j)
Legal expenses;
k) Assistance;
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l)
Health: non-proportional reinsurance;
m) Property: non-proportional reinsurance;
n) Casualty: non-proportional reinsurance;

o)

Marine, aviation and transport: non-proportional
reinsurance.

The segmentation adopted by the Cattolica Assicurazioni Group is as follows:

Correspondence of the Lines of Business with the financial statement classes envisaged by Italian legislation

Line of business

Standardised groups of risks

LoB 2 + 14 - Health - Income Protection

01 Accident and injury

01

LoB 1 + 13 - Health - Medical Expenses

02 Health

02

LoB 3 + 15 - Health - Workers' compensation

- none -

LoB 5 + 17 - Other motor

03 Land vehicle hulls - net CONSIP

03

04 Railway rolling stock

04

05 Aircraft hulls

05

06 Maritime vessels

06

LoB 6 + 18 - Marine, aviation and transport

LoB 7 + 19 - Fire and other damage to
property

-

07 Goods in transit

07

11 TPL – Aircraft

11

12 TPL Maritime vessels

12

08 Fire and natural forces

08

09a Other damage to assets
09b Hail

09

LoB 4 + 16 - Motor vehicle liability

10 TPL - Land motor vehicles

10

LoB 8 + 20 - General liability

13 TPL General

13

14 Credit

14

LoB 9 + 21 - Credit and suretyship

94

Classes

15 Suretyship

15

LoB 12 + 24 - Miscellaneous financial losses

16 Sundry financial losses

16

LoB 10 + 22 - Legal expenses

17 Legal protection

17

LoB 11 + 23 - Assistance

18 Assistance

18

LoB 25 - Health: non-proportional

Non-proportional indirect business of the Financial Statement
classes 01, 02

01, 02

LoB 28 - Property: non-proportional

Non-proportional indirect business of the Financial Statement
classes 03, 08, 09, 14, 15, 16, 17, 18

03, 08, 09, 14, 15, 16,
17, 18

LoB 26 - Casualty: non-proportional

Non-proportional indirect business of the financial statement
classes 10, 12, 13

10, 12, 13

LoB 27 - Marine, aviation and transport: nonproportional

Non-proportional indirect business of the financial statement
classes 04, 05, 06, 07, 11

04, 05, 06, 07, 11

CATTOLICA ASSICURAZIONI GROUP

Best estimates by Lob
The following table contains a summary of the Best Estimate amounts per individual Line of Business (LoB) deriving from
the valuation using Volatility Adjustment.

2018

2017

Non-life business - Best Estimate gross of reinsurance

(€ thousands)

Gross
claims BE

Gross
premiu
ms BE

Gross total
BE

Gross
claims BE

Gross
premiums
BE

Gross total
BE

Lob 1+13 - Health: medical expenses

46,950

34,126

81,076

32,680

36,300

68,980

Lob 2+14 - Health: income protection

113,228

84,981

198,209

94,401

19,339

113,740

1,449,591

297,721

1,747,312

1,368,641

310,285

1,678,926

Lob 5+17 - Other motor insurance

22,850

36,045

58,895

23,150

37,226

60,376

Lob 6+18 - Marine, aviation and transport insurance

20,846

4,389

25,235

18,891

1,881

20,771

Lob 7+19 - Fire and other damage to property

214,563

152,218

366,781

209,102

140,319

349,421

Lob 8+20 - General liability

Lob 4+16 - Motor vehicle liability

696,555

60,457

757,012

818,623

60,200

878,823

Lob 9+21 - Credit and suretyship

30,890

16,082

46,972

35,481

20,557

56,037

Lob 10+22 - Legal expenses

11,042

−181

10,861

9,280

−137

9,143

7,327

4,224

11,551

8,002

2,582

10,584

16,457

23,686

40,143

8,878

19,309

28,186

3,804

0

3,804

3,808

0

3,808

2,634,103

713,748

3,347,851

2,630,937

647,861

3,278,795

Lob 11+23 - Assistance
Lob 12+24 - Miscellaneous financial losses
Lob 26 - Casualty: non-proportional
Total

Risk Margin
In accordance with the matters indicated in Article 340 of
the Delegated Regulation 2015/35 (EU) as subsequently
amended or supplemented (so-called Delegated Acts),
the Group Risk Margin is calculated as the sum of the
individual Risk Margins of the participating undertaking
and the related insurance undertakings.

For each Line of Business, the Group Risk Margin is equal to
the sum of the individual LoB Risk Margins of the
participating undertaking and the related insurance
undertakings.
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Risk Margin by Line of Business

(€ thousands)

2018

2017

Lob 1+13 - Health: medical expenses

5,023

3,221

Lob 2+14 - Health: income protection

10,420

8,902

Lob 4+16 - Motor vehicle liability

66,901

71,237

1,859

2,080

Lob 5+17 - Other motor insurance
Lob 6+18 - Marine, aviation and transport insurance

490

418

9,182

7,808

32,428

29,156

1,209

1,382

Lob 10+22 - Legal expenses

262

178

Lob 11+23 - Assistance

486

330

2,250

2,183

Lob 7+19 - Fire and other damage to property
Lob 8+20 - General liability
Lob 9+21 - Credit and suretyship

Lob 12+24 - Miscellaneous financial losses
Lob 25 - Health: non-proportional
Lob 26 - Casualty: non-proportional
Lob 28 - Property: non-proportional
Total

3

7

157

260

19

23

130,689

127,185

Method, calculation instruments and actuarial hypotheses considered
The Best Estimates are of two types according to the
company’s obligations:

Claims which have already occurred (including
those not yet reported) as of the valuation date:
Claims Best Estimate.

Agreements outstanding hedging the risks for
periods after the valuation date: Premiums Best
Estimate.
Even if on a general note the definition of Best Estimate is
of a probabilistic nature, the valuation of the Best
Estimates for the non-life insurance obligations does not
necessarily require the use of stochastic methods; indeed,
as defined by Article 82, paragraph 2 of Directive
2009/138/EC, recourse to the case by case approach as
valuation method is permitted, or rather the inventory
provisions is also added to the IBNR provision taken from
the valuations according to the statutory standards.
The statistical-actuarial methods use a triangular
database with twofold view: the claims are grouped
together by year of occurrence in the lines, while on the
columns they are grouped by year of development of the
claim. The elements of the triangle may represent either
amounts paid or reserve amounts both in incremental and
cumulative form.
With regard to the Premiums Best Estimate, the general
principle of the calculation via the future discounted back
cash flows has been interpreted in the application of a
deterministic projective model, gross of reinsurance, for
the determination of cash flows from premiums, claims,
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general and administrative expenses, investment
management charges.
This model envisages the following.

The incoming cash flows for future premiums
(and the outgoing cash flows for the related
commission to be paid to the intermediaries) are
taken directly from the extractions of “future
premiums” provided by the policy portfolio
systems of the insurance companies.

The outgoing cash flows for claims (and related
expenses) are determined for the premiums best
estimate starting off from the exposure basis (in
premiums) for each future year (obtained by
adding together the premiums already issued
pertaining to the future and the future premium
issues) and projecting on each future year a
fixed claims ratio deriving from observation of
the past trends of this relationship, and applying
to the liability the claims thus obtaining the
payment scheme obtained from the methods
used for the estimate of the claims BE.

The outgoing cash flows for general and
administrative
expenses
are
obtained
determining first of all the exposure basis (in
premiums) for each future year (obtained by
adding together the premiums already issued
pertaining to the future and the future premium
issues) and projecting on each future year a
fixed expense ratio deriving from the current
year.

The outgoing cash flows for investment
management charges are obtained using a

CATTOLICA ASSICURAZIONI GROUP

method entirely consistent with that adopted in
the claims Best Estimate valuation.
In relation to the matters envisaged by Chapter 3 “Segmentation and breakdown of the obligations
undertaken” of IVASS Regulation No. 18, the company
carries out the valuation of the Best Estimates by standard
risk groups (HRG) and at least by Line of Business (LoB).
The calculation of the Best Estimates for the Group entity is
carried out in compliance with Method 1, as defined in
Article 230 of Directive 2009/138/EC. The Group is made
up of 7 internal insurance companies; the Premiums and
Claims Best Estimates of the Group are the result of the
consolidation obtained from the BE of the individual
insurance companies; so that these values are net of the
portfolio acquisitions/transfers deriving from internal
reinsurance agreements, corrections are made using
appropriate rates.





To consolidate the Group Best Estimates starting
off from the sum of Best Estimates of all the
component insurance companies, gross of the
internal
reinsurance
agreements,
and
subsequently to make the correction of the
overall volumes for the entity;
To eliminate the Best Estimates vis-à-vis the
individual companies making up the Group and,
only
downstream
from
the
corrections,
consolidate the Best Estimates already net of the
internal reinsurance agreement via summation.

The process for the calculation of the rates necessary for
the elimination of the Best Estimates envisage the use of
the financial statement provisions (premiums and claims
component), on a consistent basis with the balance sheet
liability items.
The breakdown of the intercompany eliminations at
Solvency II values follows:

The corrections are made on group volumes, respectively
steps are taken:
Table 18
Non-life business - Intercompany eliminations
(€ thousands)

2018

2017

Intercompany eliminations
Claims

Premiums

Intercompany eliminations
Claims

Premiums

Health: income protection

1,918

1,611

2,028

1,564

Health: medical expenses

469

659

398

1,159

Other motor insurance

755

1,907

903

2,292

0

2

7

3

Fire and other damage to property

2,689

7,584

3,750

8,357

Motor vehicle liability

4,403

750

4,602

1,059

General liability

3,325

1,131

2,901

1,492

Credit and suretyship

1,196

4,197

1,668

4,134

4

69

7

23

29

0

80

0

Casualty: non-proportional

1,952

0

3,426

0

Property: non-proportional

565

0

623

0

17,305

17,910

20,393

20,083

Marine, aviation and transport insurance

Miscellaneous financial losses
Health: non-proportional

Total

Uncertainty of the calculation
The technical provisions take on the form of an estimation
item and therefore are subject to a significant level of
uncertainty. As laid down in Article 272, paragraph 1.b of
the Delegated Regulation EU 2015/35, the Actuarial
function co-ordinated the calculation of the technical
provisions, and carried out analysis to assess the
uncertainty associated with the estimates made in the
calculation of the technical provisions, for each company
which carries out Non-life insurance activities within the
Group.

The identified areas which may cause uncertainty in the
calculation of the technical provisions are as follows:
a) Financial markets;
b) Macro-economic trends;
c) Technical factors inherent to the insurance
business.
For each area, the Actuarial function has carried out
analyses aimed at assessing the impact on the technical
provisions for the change in the estimation methods used
and the hypotheses underlying the gauging of the
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models, on the main standardised groups of risk
considered. The results of this analysis provide additional
support in favour of the measurement of the technical
reserves.
Since the incidence in terms of Non-life technical
provisions of the Parent Company with respect to the
Group amounts to around 85%, both gross and net of the
reinsurance, the Actuarial function deems that the
valuation of the uncertainty associated with the technical
provisions carried out for Cattolica, as illustrated below, is
also representative at Group level.
For the purpose of testing the uncertainty of the
calculation of the technical provisions due to factors
relating to the financial markets, the change in the
technical provisions gross of reinsurance was calculated
further to a parallel shift (+/-1%) of the rates curve as of the
valuation date. Following this test, the most significant
impact for the claims Best Estimate is on the MVL LoB, with
a change standing at around -31,807/+30,586 thousand (2.6%/+2.5%). For the premiums Best Estimate, the most
significant impact is on the MVL LoB, with a change
standing at around € -5,634/+5,425 thousand (+2.5%/2.4%).
The uncertainty deriving from factors relating to the
macro-economic trends has been measured disrupting
the inflationary hypothesis used for the valuation of the
provisions according to two scenarios which envisage an
increase of 1% and 2% in all future occurrences. The
greatest impact on the claims Best Estimate results from
the stress of 2% for the GLI LoB, corresponding to a
change of around € 59,695 thousand (+8.9%). The greatest
impact on the premiums Best Estimate instead emerges
from the stress of 2% for the MVL LoB, corresponding to a
change of around € 15,552 thousand (+6.8%).
The uncertainty deriving from the technical aspects
inherent to the insurance business has been valued
measuring the estimation and model error for the claims
Best Estimate and the variability due to the estimate of the
claims indicators for the premiums Best Estimate.
For the purpose of testing the uncertainty due to an
estimation error, the deviation of the claims Best Estimate
was calculated gross of reinsurance due to the change in
the number of diagonals of the triangles of the amount
paid and the amount reserved considered during the
estimate. In order to assess the modelling error of the
claims Best Estimate, a reserve range analysis was
performed, calculating the difference between the
estimate as a linear combination of the methods and the
estimate instead obtained from the individual methods.
The most negative capital impact due to the uncertainty
of this area emerges on the MVL LoB (“No Card” risk
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group) considering just the “Dahms” method with respect
to the combination adopted, with an increase in the
reserve of approximately € +22,436 thousand (+2.2%). The
most positive capital impact is found on the MVL LoB (“No
card” risk group) if only the method “Chain Ladder Paid”
is considered with respect to the combination adopted,
with a decrease in the reserve of around € -291,861
thousand (-28.6%).
The impact relating to the uncertainty due to technical
aspects inherent to the insurance business for the
premiums Best Estimate was measured by making the
claims percentage indicators used for the estimate of the
provisions gross of reinsurance change with a shock of +/5 points. The greatest impact emerges from the MVL LoB,
with an almost perfectly symmetrical change of around
+/- € 16,867 thousand (+/-7.3%) of the premiums Best
Estimates.

Comparison with financial statement
valuations according to the IAS/IFRS
The Actuarial function has compared the valuations of the
Group’s
Non-life
technical
provisions
calculated
according to Solvency II standards and according to
IAS/IFRS standards, in compliance with IVASS Regulation
No. 38/2018, Article 38, paragraph 9.
The Solvency II technical provisions and the IAS/IFRS ones
differ mainly due to the valuation standards used and the
discounting (€ -250,508 thousand) and due to the prudent
nature of the estimate (€ +130,688 thousand) which,
according to the new legislative framework, is made clear
in the risk margin and not implicit in the valuation.
These elements contribute to explain the negative
difference of € 119,820 thousand (-3.8%) between the
technical provisions calculated as per the Solvency II
standards and according to the IAS/IFRS standards, net of
the reinsurance.

Volatility Adjustment
The Group has decided to use the adjustment for volatility
as per Article 77 ter of Directive 2009/138/EC.
The application of the adjustment has not caused
significant impacts on the BELs (-0.412% compared with
the value of the BELs without Volatility Adjustment).
With regard to the quantification of the impact of the
writing off of the adjustment for the volatility on the Nonlife technical provisions, the Group’s own funds and the
solvency capital requirement, please see the chapter on
the Life technical provisions (D.2) in the section “Volatility
Adjustment”.
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Amounts recoverable from
reinsurance contracts

Non-life business - Total claims and
premiums Best Estimate
Line of business
(€ thousands)

The recoverable amounts are adjusted by the
intercompany eliminations and are shown in the following
tables:

2018
Gross BE

RR not
adj.

Adj.

2017
RR

Net BE

Gross BE

RR not
adj.

Adj.

RR

Net BE

Lob 1+13 - Health: medical expenses

81,076

5,640

5

5,635

75,441

68,980

6,777

8

6,769

62,211

Lob 2+14 - Health: income protection

198,209

46,350

41

46,309

151,901

113,740

24,301

17

24,284

89,456

1,747,312

51,830

28

51,803 1,695,509 1,678,925

45,171

33

45,138 1,633,787

58,896

3,237

3

3,234

55,661

60,376

8,004

5

7,999

52,377

25,234

14,861

5

14,856

10,378

20,772

12,317

17

12,300

8,472

366,781

101,097

109 100,988

265,793

349,420

92,729

102

92,627

256,793

757,012

159,035

159 158,877

598,135

878,823

193,026

506 192,520

686,303

Lob 9+21 - Credit and suretyship

46,972

20,509

16

20,493

26,479

56,037

26,314

334

25,980

30,057

Lob 10+22 - Legal expenses

10,862

7,962

241

7,720

3,141

9,143

6,814

236

6,578

2,565

Lob 11+23 - Assistance
Lob 12+24 - Miscellaneous financial
losses

11,550

10,737

11

10,726

824

10,584

10,723

4

10,719

−135

40,143

20,941

20

20,921

19,222

28,187

18,221

18

18,203

9,984

Lob 26 - Casualty: non-proportional

3,804

0

0

0

3,804

3,808

1,783

0

1,783

2,025

3,347,851

442,200

Lob 4+16 - Motor vehicle liability
Lob 5+17 - Other motor insurance
Lob 6+18 - Marine, aviation and transport
insurance
Lob 7+19 - Fire and other damage to
property
Lob 8+20 - General liability

Total

638 441,562 2,906,289 3,278,795

446,180 1,280 444,900 2,833,895

Key:
Gross BE: Gross Best Estimate
RR not adj.: Reinsurance Recoverables not adjusted for the risk of default of the counterparty
Adj.: adjustment for the risk of default of the counterparty
Net BE: Net Best Estimates
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Non-life business - Total premiums Best
Estimate
Line of business
(€ thousands)

2017
Total premiums Best Estimate (direct +
indirect business)
RR not
Gross BE
adj.
Adj.
RR
Net BE

Lob 1+13 - Health: medical expenses

34,126

1,395

2

1,393

32,734

36,300

3,397

6

3,391

32,909

Lob 2+14 - Health: income protection

84,981

22,598

26

22,573

62,408

19,339

4,932

6

4,926

14,413

297,721

4,518

5

4,513

293,208

310,285

16,023

36,045

834

1

832

35,213

37,226

4,106

3

4,103

33,123

4,389

762

0

761

3,627

1,881

1,120

0

1,119

761

152,218

21,639

64

21,575

130,643

140,319

22,382

Lob 4+16 - Motor vehicle liability
Lob 5+17 - Other motor insurance
Lob 6+18 - Marine, aviation and transport
insurance
Lob 7+19 - Fire and other damage to
property

7 16,017 294,268

44 22,337 117,982

Lob 8+20 - General liability

60,457

84

4

80

60,377

60,200

2,585

23

2,562

57,638

Lob 9+21 - Credit and suretyship

16,082

4,590

8

4,582

11,500

20,556

8,049

313

7,736

12,821

Lob 10+22 - Legal expenses

−181

71

41

29

−210

−137

263

63

200

−337

Lob 11+23 - Assistance

4,224

5,000

5

4,996

−772

2,582

3,779

1

3,778

−1,196

23,686

11,398

14

11,384

12,303

19,309

11,817

16 11,801

7,507

0

0

0

0

0

0

0

713,748

72,888

171

72,717

641,031

647,860

78,453

Lob 12+24 - Miscellaneous financial losses
Lob 26 - Casualty: non-proportional
Total

Non-life business - Claims Best Estimate
Line of business
(€ thousands)

2018
Total premiums and claims Best Estimate
(direct + indirect business)
RR not
Gross BE adj.
Adj.
RR
Net BE

0

0

0

482 77,971 569,889

2017
Total premiums and claims Best Estimate
(direct + indirect business)
RR not
Gross BE
adj.
Adj.
RR
Net BE

Lob 1+13 - Health: medical expenses

46,950

4,245

3

4,242

42,708

32,680

3,380

2

3,378

29,302

Lob 2+14 - Health: income protection

113,228

23,751

16

23,736

89,492

94,401

19,369

11

19,358

75,043

1,449,591

47,312

23

47,290 1,402,301 1,368,640

29,148

26

29,122 1,339,519

22,850

2,403

1

2,402

20,448

23,150

3,898

2

3,896

19,254

5

14,095

6,751

18,891

11,197

17

11,181

7,710

45

79,413

135,150

209,101

70,347

58

70,289

138,813

155 158,797

537,758

818,623 190,441

483 189,959

628,664

Lob 4+16 - Motor vehicle liability
Lob 5+17 - Other motor insurance
Lob 6+18 - Marine, aviation and transport
insurance
Lob 7+19 - Fire and other damage to
property

20,846

14,099

214,563

79,458

Lob 8+20 - General liability

696,555 158,952

Lob 9+21 - Credit and suretyship

30,890

15,919

8

15,911

14,979

35,481

18,265

21

18,244

17,237

Lob 10+22 - Legal expenses

11,042

7,891

200

7,691

3,351

9,280

6,551

173

6,378

2,902

7,327

5,737

6

5,730

1,596

8,002

6,944

3

6,941

1,061

16,457

9,544

6

9,538

6,919

8,878

6,404

2

6,402

2,476

3,804

0

0

0

3,804

3,808

1,783

0

1,783

2,025

Lob 11+23 - Assistance
Lob 12+24 - Miscellaneous financial losses
Lob 26 - Casualty: non-proportional
Total

100

2018
Total premiums Best Estimate (direct + indirect
business)
Gross
RR not
BE
adj.
Adj.
RR
Net BE

2,634,103 369,312

467 368,845 2,265,258 2,630,935 367,727

798 366,929 2,264,006

CATTOLICA ASSICURAZIONI GROUP

Simplifications used in the calculation of the technical provisions
For the calculation of the Technical Provisions as of December 31st, 2018 no further simplifications were applied with
respect to that indicated for the valuation of the Risk Margin.
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D.2.2 LIFE TECHNICAL PROVISIONS
Technical provisions
The Solvency II Legislation requires insurance undertakings
to set aside technical provisions, which correspond with
the actual amount which the insurance and reinsurance
undertakings would have to pay if they had to
immediately transfer their obligations to another insurance
or reinsurance undertaking. The value of the technical
provisions should be equal to the sum of a Best Estimate
and a Risk Margin.
In the calculation of the technical provisions, the
insurance undertaking must take into account the time
value of money, using the forward structure of the risk-free
interest rates struck as of the valuation date.






The main information regarding the valuation for solvency
purposes of the technical provisions carried out with
regard to the balances as of December 31st, 2018, is
presented below.


Line of Business (LoB)
Article 35 of the Delegated Acts and Chapter III “Segmentation and breakdown of the obligations
undertaken” of IVASS Regulation No. 18 dated March
15th, 2016 envisage that insurance and reinsurance
undertakings segment their obligations in standard groups
of risks and at least by Line of Business, or “LoB”.
The Company has segmented its insurance obligations in
the following LoBs:

LoB 29 - Health Insurance: health insurance
obligations where the underlying activities are
carried out on a technical base similar to that of
the Life insurance, different from those included
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in the “Returns deriving from non-life insurance
policies and relating to health insurance
obligations” LoB; in the valuation and in the
results, due to the low material nature, this LoB
has joined LoB 32;
LoB 30 - Insurance with profit participation:
agreements linked to segregated management
schemes and agreements with specific funding
of assets which on the contractual maturity date
join the segregated funds;
LoB 31 - Index-linked and unit-linked insurance:
Index-linked, Unit-linked and Insurance Fund
(open and closed) type of insurance;
LoB 32 - Other Life insurance: products which
cannot be revalued (temporary in the event of
demise, adjustable, index-linked, specific assets
which on contractual maturity do not join
segregated funds);
LoB 36 – Life Reinsurance: reinsurance obligations
which concern the obligations included in the
lines of business from 30 to 32.

Best estimates by Lob
The Life technical provisions valued according to the
Solvency II criteria, using a structure by expiry of the riskfree interest rates with Volatility Adjustment, compared
with the figures which can be taken from the closing
balances according to IAS/IFRS as of December 31st,
2018, the Solvency II technical provisions for LoB 29 are
included in LoB 32: indeed, a project is under way for the
development of a system that can analytically calculate
the technical provisions relating to that LoB, are
summarised in the following table:

CATTOLICA ASSICURAZIONI GROUP

Life business – Results of the valuation of the technical provisions by LoB - with VA

2018

(€ thousands)

Technical
provisions
- IAS/IFRS
standards

LoB

LoB 30

20,611,247

0

LoB 31

5,131,589

257,479

24,217

5,413,285

5,572,393

2,577,840

493,031

19,357

3,090,228

3,206,799

LoB 32

127,439

0

58,345

185,784

477,220

61,136

0

34,275

95,411

228,748

LoB 36

5,132

0

52

5,184

3,681

5,091

0

72

5,163

3,694

−76,064

0

0

−76,064

−128,865

−53,089

0

0

−53,089

−87,743

25,799,343

257,479

197,506 26,254,328 26,467,655 17,161,526

493,031

Total

Risk
Margin

2017

Best
Estimate

Reinsurance
recoverables

TP as a
whole

Technical
provisions
- IAS/IFRS
standards

Technical
provisions

Best
Estimate

TP as a
whole

114,892 20,726,139 20,543,226 14,570,548

Risk
Margin
0

Technical
provisions

83,164 14,653,712 14,712,946

136,868 17,791,425 18,066,374

The following table shows the technical provisions valued without application of the Volatility Adjustment.

Life business – Results of the valuation of the technical provisions by LoB – without VA

2018

(€ thousands)

Technical
provisions

Technical
provisions
- IAS/IFRS
standards

83,163 14,678,117

14,712,946

Best
Estimate

LoB 30

20,863,708

0

LoB 31

5,131,689

257,479

24,217

5,413,385

5,572,393

2,578,344

493,031

19,358

3,090,733

3,206,799

LoB 32

129,181

0

58,345

187,526

477,220

61,271

0

34,275

95,546

228,748

LoB 36

5,224

0

52

5,276

3,681

5,106

0

72

5,178

3,694

−77,103

0

0

−77,103

−128,865

−53,292

0

0

−53,292

−87,743

26,052,699

257,479

197,506 26,507,684 26,467,655 17,186,383

493,031

Total

Risk
Margin

2017

LoB

Reinsurance
recoverables

TP as a
whole

Technical
provisions
- IAS/IFRS
standards

Technical
provisions

Best
Estimate

114,892 20,978,600 20,543,226 14,594,954

Risk Margin
With reference to the determination of the Risk Margin,
except for Vera Financial (which has adopted method 1)
it was decided to apply the simplification indicated in
Article 58, letter a) of the Delegated Regulation 2015/35
(EU) as subsequently amended or supplemented (socalled Delegated Acts), in particular adopting method 2)
as per attachment 4 of IVASS Regulation No. 18 dated
March 15th, 2016 on the determination of the Technical
Provisions.
Specifically, the value of the SCR is determined for the
future years net of the Reinsurance recoverables on the
basis of the future evolution of the Best Estimate value
gross of the Reinsurance recoverables. This approximation
is deemed suitable, in consideration of an insignificant

TP as a
whole

Risk
Margin
0

136,868 17,816,282 18,066,374

change over time in the risk profile within a run-off context
of the portfolio.
The hypotheses of stability of the capital requirements is
deemed sustainable with particular reference to the
technical risks of the Life business, also having considered
the future interest rates implicit in the forward structure as
of the valuation date, to the default risk of the
counterparty for the significant exposure for the purposes
of the risk margin, and to the operational risks. The
hypothesis of absence of significant market risk in the
context of valuation of the risk margin is also deemed as
confirmed.
The SCR considered for the purpose of determining the
overall Risk Margin takes into account the loss of
diversification linked to the ring-fencing characteristics of
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certain portfolios and does not take into account the
Volatility Adjustment.
The assignment of the risk margin to the Lines of Business
and to the individual ring-fenced portfolios is carried out in
proportion to the Best Estimate volumes.

Method, calculation instruments and
actuarial hypotheses considered
The valuation of the Best Estimate is market consistent in
type. This procedure is based on a stochastic market
model which considers several variables (such as the
interest rate, share price, exchange rate, default of the
counterparties) and uses “Monte Carlo” simulation
techniques, with risk neutral probability distributions.
The calculation of the Best Estimate is made gross of the
amounts transferred under reinsurance, which have been
estimated separately adopting a simplified approach
valued on a forfeit basis consistent with the corresponding
Best Estimates of the direct business.
The estimate of the Best Estimates took place on the basis
of analytical portfolios by individual policy subsequently
aggregated into standard groups; an aggregation only in
the calculation of the provision which is the responsibility
of the reinsurers and for the contractual pension funds was
used as input. The valuation was made up to the natural
expiry of the individual agreements, without prejudice to
early exits due to redemption or demise of the insured
party.
Within the sphere of the valuation of the Best Estimates, all
the insurance benefits and the options which the insured
party has the right to on the basis of the agreements
entered into, the future premiums contractually envisaged
and the future expenses of the company must be
considered. Accordingly, the valuation is made using
realistic hypotheses, with regard to all the financial,
demographic conduct-related and economic bases
underlying the products.
In detail, the economic and demographic hypotheses
concern:

management, settlement, acquisition and asset
management costs and expense for the
investment per individual agreement;

early redemption due to mortality;

early redemption due to the choice of the
customer (early redemption or repayments);

insolvencies or reductions for the annual
premiums;

propensity to receive the life annuity on expiry;

deferral of the expiry where envisaged.
Account was also taken of the additional premiums
envisaged contractually and estimated appropriately on
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the basis of past experience and the budget hypotheses
for the strategic plan of the Cattolica Group.
With regard to the demographic and conduct-related
actuarial hypotheses, where possible estimates based on
historical figures relating to the evolution of the portfolio
have been used; under certain circumstances, the
estimates adopted by the Group have taken into
account Expert Judgements.
The financial hypotheses refer to:

target return;

structures of the interest rates with or without
Volatility Adjustment;

parameters of the CIR model used for estimating
the interest rates;

volatility for each security present in the portfolio;

volatility of the composition of the portfolios of
the segregated funds;

volatility of the exchange rates and the inflation
index;

correlation matrix between the risk factors
(structures, exchange rates, inflation);

values of the Betas for the non-Interest Rate
Sensitive securities in the portfolios hedging the
insurance liabilities, also with the associated
benchmark and the related volatility;

dividend yield for each share or fund.
For the calculation of the Technical Provisions as of
December 31st, 2018 no further simplifications were
applied with respect to those indicated for the valuation
of the Risk Margin.

Uncertainty of the calculation
Technical provisions, since it is an estimate deriving from
the application of a model forecasting liabilities that takes
into account any interaction with the assets covering the
provisions, are subject to a significant level of uncertainty
which was assessed by the Actuarial function, as set forth
in Article 272, paragraph 1.b of the Delegated Regulation
EU 2015/35.
The identified areas which may cause uncertainty in the
calculation of the technical provisions are as follows:

Financial markets;

Macro-economic trends;

Insurance business.

The following measurements concern the scope of the
Group prior to the acquisitions of the companies Vera
Financial, Vera Protezione and Vera Vita.
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The uncertainty deriving from the financial risk factors is
represented by the change in the technical provisions
gross of reinsurance further to an increase or decrease of
the structure as a result of maturity of the interest rates, as
indicated in Articles 166 and 167 of the Delegated
Regulation 2015/35 (EU). This change would lead to an
increase of approximately +1.75% on the Best Estimate in
the presence of a drop in the rates curve and a decrease
of approximately -5.91% in the presence of a rise.
For the purpose of analysing the uncertainty due to
macro-economic variables, an increase of 10% of the
costs taken into consideration in the calculation of the
technical provisions is considered and an increase of one
percentage point in the inflation rate of the costs, on a
consistent basis with the matters envisaged by Article 140
of the Delegated Regulation 2015/35 (EU); this would lead
to an increase by approximately +0.30% in the Best
Estimate provision.
Finally, the uncertainty deriving from factors relating to the
conduct of the policyholders is assessed by applying a
change in the assumptions relating to early redemptions,
consistent with the provisions of Article 142 of the
Delegated Regulation 2015/35 (EU). In the event that the
hypotheses relating to the early redemptions undergo a
decrease of 50%, the Best Estimate provision would
decrease by approximately -0.54%; in the case of an
increase by 50%, the Best Estimate provision would
increase by approximately +0.28%.
In 2018, with the acquisition by the Cattolica Assicurazioni
Group of the companies Vera Vita, Vera Protezione and
Vera Financial, the related transition phase (of products,
processes, information systems, databases, etc.) began
and will lead to the standardisation of all measurements in
2019. In addition to the results indicated above, following
are details from the uncertainty analyses, for each
Company.
As regards Vera Vita, the uncertainty deriving from the
financial risk factors is represented by the change in the
technical provisions gross of reinsurance further to an
increase or decrease of the structure as a result of
maturity of the interest rates. This change would lead to
an increase of +0.77% on the Best Estimate in the
presence of a drop in the rates curve (-20 bps) and a
decrease of approximately -0.75% in the presence of a
rise (+20 bps).
For the purpose of analysing the uncertainty due to
macro-economic variables, an increase of 10% of the
costs taken into consideration in the calculation of the
technical provisions is being considered; this would lead to
an increase by approximately +0.14% in the Best Estimate
provision.
Finally, the uncertainty deriving from factors relating to the
conduct of the policyholders is assessed applying a

variation in the hypotheses relating to early redemptions.
In the event that the hypotheses relating to the early
redemptions undergo a decrease of 50%, the Best
Estimate provision would decrease by approximately 0.60%; in the case of an increase of 50%, the Best Estimate
provision would increase by approximately +0.28%.
As regards Vera Protezione, the uncertainty deriving from
the financial risk factors is represented by the change in
the technical provisions gross of reinsurance further to an
increase or decrease of the structure as a result of
maturity of the interest rates, as indicated in Articles 166
and 167 of the Delegated Regulation 2015/35 (EU). This
change would lead to an increase of +0.71% on the Best
Estimate in the presence of a drop in the rates curve and
a decrease of approximately -3.16% in the presence of a
rise.
For the purpose of analysing the uncertainty due to
macro-economic variables, an increase of 10% of the
costs taken into consideration in the calculation of the
technical provisions is considered and an increase of one
percentage point in the inflation rate of the costs, on a
consistent basis with the matters envisaged by Article 140
of the Delegated Regulation 2015/35 (EU); this would lead
to an increase of approximately +2.48% in the Best
Estimate provision.
Finally, the uncertainty deriving from factors relating to the
conduct of the policyholders is assessed by applying a
change in the assumptions relating to early redemptions,
consistent with the provisions of Article 142 of the
Delegated Regulation 2015/35 (EU). In the event that the
hypotheses relating to the early redemptions undergo a
decrease of 50%, the Best Estimate provision would
increase by approximately +2.43%; in the case of an
increase of 50%, the Best Estimate provision would
increase by approximately +12.05%.
All the evidence above refers to a portfolio percentage
exceeding 95% and therefore it is representative at the
Group level.

Comparison with the IAS/IFRS financial
statement valuations
The statutory technical provisions are calculated in
observance of the calculation criteria defined by IVASS
Regulation No. 22 dated April 4th, 2008, as amended by
IVASS Provision No. 53 dated December 6th, 2016.
The technical provisions according to the Solvency II
standards are calculated in observance of the
calculation criteria defined by the Delegated Regulation
(EU) 2015/35 and by IVASS Regulation No. 2016/18.
The Actuarial function has compared the valuations of the
statutory technical provisions with those of Solvency II, in
particular analysing the differences deriving from the
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Volatility Adjustment

to the corresponding structure of the interest rates lacking
risk, the volatility adjustment as per Article 49 of the
Delegated Acts has been applied. This adjustment is
applied to all the agreements with financial collateral
directly considering the “adjusted” structure of the interest
rates struck as of the valuation date to be the reference
structure.
The volatility adjustment is an additional spread to be
added to the forward structure of the risk-free rates struck
as of the valuation date.
The Company which applies the fairness adjustment as
per Article 36 quinquies or the adjustment for volatility as
per Article 36 septies of the Private Insurance Code
prepares a liquidity plan with the projection of the
incoming and outgoing cash flows in relation to the assets
and liabilities subject to these adjustments.
In particular, the Group has used the volatility adjustment
as a measurement for long-term guarantees. Therefore, in
observance of the reference legislative context, with
regard to the integrated management of the assets and
liabilities, it made the following assessments:

Sensitivity of the technical provisions and the
eligible own funds to the hypotheses underlying
the calculation of the adjustment for the volatility
and the possible effects on the eligible own
funds due to the forced sale of assets;

Impact deriving from a cancelling out of the
volatility adjustment.

For the purpose of reducing the impact deriving from the
idiosyncratic volatility of the spread of the assets
established to cover the insurance liabilities with respect

The outcome of these assessments highlights an essential
hedging of the asset flows vis-à-vis those of the liabilities
and maintenance of the Solvency Ratios.

application of the financial hypotheses, from the methodbased approaches and from the valuations of the
contractual options. Following are the main findings at LoB
level obtained as the difference between the Technical
Provision S II and the statutory provisions net of the
amounts to be paid:

Insurance with profit participation € +182,913
thousands;

Index-linked and unit-linked insurance € -159,108
thousand;

Other life insurances € -291,436 thousand.
The main factors that affect the above deviations are the
following:

the different concept of prudence between the
additional statutory provisions and the Solvency II
risk margin;

the presence in the Solvency II valuation of the
mechanism for the revaluation and discounting
of the projected cash flows;

the technical effects, mainly attributable to the
estimation method used in the Solvency II
valuation of the contractual options, to the
projection of general expenses until depletion of
the portfolio and to the various demographic
assumptions.

(€ thousands)

With Volatility
Adjustment

Without Volatility
Adjustment

Impact of Volatility
Adjustment

29,808,932

30,086,702

−277,770

Basic own funds

2,191,968

2,046,135

145,833

Eligible own funds to meet SCR

2,119,018

1,955,610

163,408

SCR

1,240,943

1,309,252

−68,309

Eligible own funds to meet the MCR

1,643,081

1,452,121

190,960

Technical provisions

MCR

722,672

755,684

−33,012

Ratio of Eligible own funds to SCR

171%

149%

22%

Ratio of Eligible own funds to MCR

227%

192%

35%

Please also note that in 2018 the demographic and non-economic assumptions underlying the assessment were
updated, but the calculation methodologies were not changed.

Amounts recoverable from reinsurance contracts
With regard to the balances of the life business, except for Vera Protezione which has adopted a precise valuation and
given the non-material nature of the amounts, a simplified approach was adopted, multiplying the amounts recorded in
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the accounts of the statutory Financial Statements by the ratio between the Best Estimate Liability and Mathematical
provisions of the pertinent LoBs and adjusting the emerging amount so as to take into account the probability of default
of the reinsurers.
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D.3 OTHER LIABILITIES
The liabilities are valued on a consistent basis with Article
75 of the Directive 2009/138/EC (“Directive”), which
establishes that the liabilities are valued at the amount at
which they could be transferred, or settled, between
informed and consenting parties in a transaction carried
out under normal market conditions.
The Other liabilities, compared with the figures which can
be taken from the IAS/IFRS balances as of December 31st,
2018, are summarised in the table in the introduction.
The following general criteria are used:

the liabilities are valued on the basis of the
assumption that the company is a goingconcern;

the individual liabilities are valued separately;

the valuation method is proportionate to the
nature, the extent and the complexity of the risks
inherent to the company’s activities.
The main methods and hypotheses used for the valuation
for solvency purposes are presented below, for each
essential liability class envisaged in the quantitative
balance sheet template S.02.01.02 as defined in the
introduction to this section.
The determination of the value of the liabilities requires
that discretional valuations, estimates and hypotheses be
made, which influence the value of the liabilities. These
estimates mainly concern:

the technical provisions;

the fair value of the liabilities if not directly
observable on active markets;

the defined-benefit plans;

the provisions for risks and charges.
The Group’s liabilities have been aggregated in the
various classes envisaged by the Solvency II Financial
Statements taking into consideration uniformity in terms of
nature, function and risks. The final objective was
achieved analysing all the accounts of the chart of
accounts of the statutory Financial Statements and
identifying the uniform values according to the Solvency II
criteria.

Contingent liabilities
As of the date of drafting this reporting, there is no
information on contingent liabilities which if present should
be recognised, albeit only in the event they may be
significant. The contingent liabilities are significant if the
information concerning the current or potential
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dimensions of the nature of these liabilities could influence
the decisions or the opinion of the envisaged user of said
information, including therein the supervisory authorities.

Deferred tax liabilities
Please see the section on Deferred Taxes (D.1).

Pension benefit obligations
This item comprises:

the employee severance indemnity;

the provision for pensions;

the length of services bonuses;

the health bonuses for retired staff.
The valuation is carried out in accordance with the
requirements of international accounting standard IAS 19,
in particular the future flows of the employee severance
indemnity have been discounted back as of the
reference date on the basis of the method expressly
envisaged by section 68 of IAS 19, known as the Projected
Unit Credit Method. The projected benefits which can be
disbursed in the event of death, incapacity, resignation or
retirement based on the applicable actuarial bases have
been determined for all the employees active as of the
date of assessment and distributed uniformly over all the
years of service for each employee as from the date of
employment until the date the events take place.
The actuarial method used is that known as the “method
of the years of management on an individual basis and
by lot” (MAGIS). This method - based on a stochastic
“Monte Carlo” type simulation - makes it possible to make
projections of the remuneration of the charges for each
employee, taking into account the demographic and
remunerative data of each individual position, without
making aggregations and without introducing average
values.
In order to make this procedure possible for each
employee, appropriate lots are drawn for the purpose of
determining year-by-year the elimination due to demise,
disability and incapacity, due to resignation or sacking.
The projections were made on a closed group basis, i.e.
no hiring is envisaged. The method used makes it possible
to calculate certain amounts in a demographic - financial
sense as of the reference date of the valuation, including
in particular the liability pertaining to the service already
provided by the workers represented by the DBO –
Defined Benefit Obligation. It is obtained by calculating
the current value of the services due to the worker
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(severance payments) deriving from the length of service
already accrued as of the valuation date.
Note that in the calculations, account was taken of the
annual tax of 17% which encumbers the revaluation of the
employee severance indemnity provision.
The legislation envisaged the possibility of requesting a
partial advance of the severance indemnity accrued
when the employment relationship is still underway for
employees who have accrued at least 8 years of service
to a maximum extent of 70% of the Provision accumulated
as of that date. Under such circumstances, an average
annual rate of 2.5% is hypothesised for the calculation,
along with an average amount equal to 70% of the
accumulated indemnity.
The employee severance indemnity represents the
effective value of the foreseeable obligation, net of any
assets serving the plans, adjusted to reflect any actuarial
losses or gains not amortised. The discounting back of the
future cash flows is carried out on the basis of the interest
rate of high quality corporate securities. The main
hypotheses used are: discount rate of 1.55%, inflation rate
of 1.50%, revaluation rate of 2.17% (already net of the tax
of 17%, in force as from January 1st, 2015), salary increases
of 2.9%, mortality based on the most recent ANIA A62
mortality tables broken down by gender and the
disability/invalidity tables, adopted in the INPS model for
2010 projections. For the retirement age of the generic
active person, it was assumed that the pension
requirements valid for Compulsory General Insurance
(“Assicurazione Generale Obbligatoria” - AGO, 67 years of
age for males and females) were met. In relation to the
resignation frequency, a table has been used in line with
the expected value of the resignation rate over the longterm.
The provision for pensions in conclusion represents the
Company’s financial commitment deriving from the
supplementary in-house agreement dated June 1st, 1963
and subsequent amendments and additions toward
employees employed until March 15th, 1982 and, if
officials, up until November 17th, 1982.
It is calculated analytically for each employee working
and for each pensioner.
With regard to the valuation of the length of service
bonus, in compliance with the revised international
accounting standard IAS 19, the actuarial valuations were
carried out on the basis of the method of the benefits
accrued using the Projected Unit Credit Method.
This method makes it possible to calculate the length of
service bonuses at their date of maturity in an actuarial
sense, distributing the costs for all the years of residual
employment of the current employees. No longer as a
cost to be settled, should the company cease its business

activities as at the Financial Statements date, this cost is
gradually set aside according to the residual period of
employment of the employees.
The method makes it possible to calculate certain
amounts in a demographic - financial sense as of the
reference date of the valuation, including in particular the
liability pertaining to the service already provided by the
workers represented by the DBO – Defined Benefit
Obligation (also known as the Past Service Liability). It is
obtained by calculating the current value of the services
due to the workers deriving from the length of service
already accrued as of the valuation date.
The demographic and financial hypotheses used are
identical to those used for the valuation of the severance
indemnity described previously.
Lastly, with regard to the actuarial valuations of the health
bonuses, they were carried out, in compliance with the
international accounting standard IAS 19, on the basis of
the method of the benefits accrued using the Projected
Unit Credit Method.
With reference to the demographic hypotheses, the
recent ANIA A62 mortality tables were used. For the
retirement age of the generic active person (official or
executive), it was assumed that the pension requirements
valid for Compulsory General Insurance (AGO, 67 years of
age for males and females) were met. With regard to the
probability of leaving work activities, for reasons other
than death, the turn-over probabilities detected in the
Company were used, equal to 7% both for active officials
and active executives. The financial hypotheses used are
identical to those used for the valuation of the severance
indemnity described previously.

Payables and Risk provisions
The provisions for risks and charges have been provided in
the presence of potential liabilities for future charges and
determined according to realistic estimates relating to
their definition.
The item mainly includes:

provisions for legal disputes;

provisions for agent’s leaving indemnities;

intersectorial solidarity fund;

provisions for formal notifications received from
IVASS;

provision for disputes with employees;

defence expense risk provision;

claims division provision.
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Debt owed to credit institutions
The loans repayable are valued without any adjustment
so as to take into account the change in the credit
worthiness of the company after initial recognition.
In the IAS/IFRS Financial Statements, this item is valued at
amortised cost.

Subordinated liabilities
The valuation of securities issued and which have
subordination clauses takes place at market value.
The item includes the following subordinated liabilities:

Subordinated loan with an unspecified maturity
amounting to € 80,000 thousand in nominal value
taken out with UBI and disbursed in September
2010. The value for Solvency II purposes comes to
€ 80,277 thousand. The possibility of early
repayment as from September 2020 is
envisaged. A subordination condition is
envisaged with respect to all the unsubordinated
creditors including the policyholders.

Subordinated bond issue for € 100,000 thousand
in nominal value maturing in December 2043,
issued in December 2013, subscribed by
institutional investors. The value for Solvency II
purposes comes to € 108,322 thousand. The
possibilities for optional early repayment are
envisaged after 10 years from issue and on each
payment date of the subsequent coupon. The
securities can be reimbursed in advance and
subject to IVASS authorisation, also in the
presence of regulatory or tax changes or
changes in the valuation criteria used by the
rating agencies.

Subordinated loan for € 500,000 thousand
maturing in December 2047, issued in December
2017, subscribed by institutional investors. The
value for Solvency II purposes comes to € 509,231
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thousand. The possibilities for optional early
repayment are envisaged after 10 years from
issue and on each payment date of the
subsequent coupon. The securities can be
reimbursed in advance and subject to IVASS
authorisation, also in the presence of regulatory
or tax changes or changes in the valuation
criteria used by the rating agencies.
The loans in question have been valued by means of the
Discounted Cash Flow model technique (income
approach), or rather discounting back to the valuation
date all the expected payment flows until the date of
expiry as indicated in the respective contractual
documentation. The discounting back of the flows takes
place by applying a fixed rate to the risk free curve
representative of the Company’s credit risk revealed at
the time of the issue/entering into of the loans.
The model used for the determination of the discount and
forwarding curve is the stochastic 1 factor Heath-JarrowMorton model; the numeric method for making the
calculations is backwards in type in the presence of early
repayment options in both the loans.
The market data used as input in the calculations
originates from info-providers which populate the
calculation software.
For statutory purposes, subordinated liabilities are
measured at their nominal value.
The change in value is determined by the different
discounted value of the cash flows for € 7,411 thousand.

Any other liabilities not indicated
elsewhere
These are valued in compliance with the international
accounting standards (IFRS) which emerge as consistent
with Article 75 of the Directive.

CATTOLICA ASSICURAZIONI GROUP

D.4 ALTERNATIVE METHODS FOR
VALUATION
There are no other alternative valuation methods for the Group’s assets and liabilities with respect to that previously
specified.
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D.5 ANY OTHER INFORMATION
The Group believes that all the essential information on the asset and liability valuation methods is already contained in the previous
sections. Therefore, there is no further material information to be included in this section.

E. CAPITAL
MANAGEMENT

E. CAPITAL
MANAGEMENT

E.1 Own funds
E.2 Solvency Capital Requirement and Minimum
Capital Requirement
E.3 Use of the duration-based equity risk submodule
in the calculation of the Solvency Capital
Requirement
E.4 Differences between the standard formula and any
internal model used
E.5 Non-compliance with the Minimum Capital
Requirement and non-compliance with the
Solvency Capital Requirement
E.6 Any other information
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Capital Management

E.1 OWN FUNDS
Policies and processes applied in the
management of the own funds
The Group is aware that, in order to achieve the set out
profitability objectives on the capital and in compliance
with the Risk Appetite established by the Parent
Company’s Board of Directors, it must have set up a
suitable capital management process.
This process, implemented by the Parent Company’s
Senior Management, checked and monitored in terms of
suitability and riskiness by the Control Functions, is aimed
at:

defining the return objectives on the capital,
consistent with the overall strategic objectives in
terms of profitability, growth and risk profile;

defining specific measures on the structure and the
composition of the Capital (for example: composition
by classes - so-called Tiering, allocation of the
capital), on the basis of the strategic inputs and the
Risk Appetite;

defining the flow of dividends consistent with the
profit generated, available resources and Risk
Appetite;

defining any capital interventions, such as the
amount and nature of capital increases.
These principles are interpreted in profitability objectives
on the capital to be achieved given the risk restrictions.
In detail, the Capital Management takes into account
and is consistent with the Resolution on the Risk Appetite
system in which the operating limits and the indicators are
interpreted, which the Group must follow.
The Capital Management process is divided up into five
phases, in strict relation to the other company processes.
The five phases of the capital management process are:
1.
2.
3.
4.
5.
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final measurement of the required capital and the
available capital;
formulation of the Capital management plan;
operational monitoring and reporting;
managerial measures on the capital;
dividend distribution.

The capital management process contributes towards the
strategic business policy together with other key
processes:




planning, by means of which the profitability
objectives and volumes are defined over the
timespan of the three-year economic projections;
ORSA and Risk Appetite, by means of which the
target risk profile and the tolerance levels of the
Group and the individual insurance companies are
defined on the basis of the Solvency Ratio and
operating limits.

In this connection, the capital management process
defines and monitors objectives with regard to return on
the capital of the business units of the Group, also in
relation to the risk restrictions and the capital absorptions.

Structure, amount and quality of the
own funds
The own funds as of December 31st, 2018 include, net of
all the intercompany items, the share capital, the share
premiums reserve, the reconciliation reserve, the eligible
subordinated liabilities and the DTAs.
The Tiering is carried out considering the provisions as per
Articles 69 et seq. of the Delegated Acts.
On the basis of the analysis carried out envisaged by
Article 330, paragraph 1 of the Delegated Acts, no
restrictions have been noted on the transferability and
exchangeability of the elements of the eligible own funds
for the coverage of the Group solvency capital
requirement.
Following is the summary table which illustrates the
composition of the basic own funds and the eligible
amount of the own funds covering the solvency capital
requirement, the minimum solvency requirement,
classified by level, and all related changes.
An analysis of the main financial statement items which
make up the own funds will follow.

CATTOLICA ASSICURAZIONI GROUP

Information on own funds available and eligible to cover the SCR

(€ thousands)

Ordinary share capital (gross of own shares)
Share premium account relating to ordinary
share capital

Position at
01/01/2018

Increases

Decreases

Adjustments for
valuation changes

Position at
12/31/2018

0

522,882

522,882

0

739,494

Reconciliation reserve
Non-available minority interests at group
level

944,576

−460,711

483,865

−228,816

−99,156

−327,972

Total insurance sector “Tier 1 unrestricted”

2,010,657

27

−32,548

−559,867

1,418,269

0

0

0

0

0

−138

80,277

Total financial sector “Tier 1 unrestricted”
Subordinated liabilities

27

772,015

80,415

Total “Tier 1 -restricted”

80,415

Subordinated liabilities

610,003

Total insurance sector “Tier 2”

610,003

0

0

0

Total financial sector “Tier 2”
An amount equal to the value of the net
deferred tax assets
The amount equal to the value of the net
deferred tax assets not-available at group
level
Total “Tier 3”

−32,548

0

0

−138

80,277

7,550

617,553

0

7,550

617,553

0

0

0

75,999

76,962

−130

−1,093

963

−963
0

0

0

75,869

75,869

Total basic own funds

2,701,075

27

−32,548

−476,586

2,191,968

Total own funds available to meet Solvency
Capital Requirement (SCR)

2,701,075

27

−32,548

−476,586

2,191,968

Of which Tier 1 unrestricted

2,010,657

27

−32,548

−559,867

1,418,269

80,415

0

0

−138

80,277

610,003

0

0

7,550

617,553

Of which Tier 1 restricted
Of which Tier 2
Of which Tier 3

0

0

0

75,869

75,869

Adjustments for eligibility limits

58,260

0

0

14,690

72,950

Of which Tier 2

58,260

0

0

−58,260

0

Of which Tier 3

0

0

0

72,950

72,950

Total eligible own funds to meet Solvency
Capital Requirement (SCR)

2,642,815

27

−32,548

−491,276

2,119,018

Of which Tier 1 unrestricted

2,010,657

27

−32,548

−559,867

1,418,269

80,415

0

0

−138

80,277

551,743

0

0

65,810

617,553

0

0

0

2,919

Of which Tier 1 restricted
Of which Tier 2
Of which Tier 3
SCR
Ratios of eligible own funds to SCR

2,919

1,103,487

1,240,943

239%

171%

Eligible own funds to meet MCR

(€ thousands)

Tier 1 unrestricted
Tier 1 restricted
Tier 2
Tier 3
Total Own Funds
MCR

Available own funds

Adjustments for Eligibility

Eligible own funds

1,418,270

0

80,277

0

80,277

617,553

473,018

144,534

1,418,270

0

0

0

2,116,100

473,018

1,643,081
722,672

Ratios of eligible own funds to MCR
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Minorities
The amount of the minority interests in the eligible own
funds, to be deducted from the Group own funds, for
each subsidiary, has been calculated as follows:
1. the amount of the eligible own funds greater than the
contribution of the subsidiary to the Group solvency
capital requirement has been calculated;
2. the unavailable own funds greater than the
contribution of the subsidiary to the Group solvency
capital requirement have been identified and
deducted from the eligible own funds calculated in
the previous point;
3. the portion of the minority interests to be deducted
from the Group own funds has been determined
multiplying the minority interest by the results as per
the previous point.

Deductions
The filters envisaged by the legislation concerning the
transferability and exchangeability of DTA and borrowed
capital were applied.

Share capital
For the purposes of the discipline of the own funds, the
ordinary shares of the company have the following
characteristics:

They are issued directly by the company by means of
resolution of its shareholders or (if permitted by the
national norms) by the Board of Directors;

They provide the bearer with the right to take
advantage of the residual assets after the winding up
of the company, in proportion to the securities held,
without particular restrictions or fixed amounts.
On the basis of these considerations, they are therefore
considered to be Tier 1 as is the related share premium.

Reconciliation reserve
The reconciliation reserve is made up of the shareholders’
equity reserves not included in the items relating to the
share capital and share premium reserves and also
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includes the sum of the valuation differences emerging
between the accounting standards adopted for the
IAS/IFRS Consolidated Financial Statements and those
applied for the purposes of the solvency Financial
Statements.
The reconciliation reserve, as of December 31st, 2018
amounted to € 483,865 thousand and is essentially made
up of the following elements:

consolidated net Shareholders' Equity, net Share
Capital, Share Premium Reserve and Own Shares,
amounting to € 1,042,878 thousand;

valuation differences between the accounting
standards for the purposes of the IAS/IFRS Financial
Statements and those for the solvency Financial
Statements, with a negative balance of € 334,927
thousand.
The Reserve is also adjusted:

by the amount for the net deferred tax assets
recorded under own funds for € 76,962 thousand;

by the amount of the own shares held by the
company for € 49,751 thousand;

by the dividends resolved which amount to € 91,649
thousand;

by the amount of the adjustment set forth in Articles
70, letter e) and 81 of the Delegated Acts for the
separate funds (ring-fenced funds), or for the excess
of the elements of the own funds versus the
respective solvency capital requirements, for a total
of € 5,724 thousand.

The reconciliation reserve has therefore been considered
totally in Tier 1 on a consistent basis with the matters
envisaged by the Delegated Acts and by reference
legislation.

Subordinated liabilities
The breakdown of the subordinated liabilities follows:

CATTOLICA ASSICURAZIONI GROUP

(€ thousands)

Curre
ncy

Nominal
value

Solvency
value

Issue Date

Maturity Date

First call
date

Level

Transitory
measures

Subordinated financing
UBI S.P.A.

EUR

80,000

80,277

30/09/2010

PERPETUAL

30/09/2020

Tier 1 –
restricted

YES

Subordinated financing
Società Cattolica di
Assicurazioni

EUR

100,000

108,322

17/12/2013

17/12/2043

17/12/2023

Tier 2

NO

Subordinated financing
Società Cattolica di
Assicurazioni

EUR

500,000

509,231

15/12/2017

15/12/2047

15/12/2027

Tier 2

NO

680,000

697,830

Description

Total

Deferred tax assets
Tier-3 of the Own Funds table includes the DTAs net of the
DTLs, if they are recoverable and can be offset on the
basis of tax legislation, or exclusively in the case when the
DTAs and DTLs are referable to the same tax authority.
Therefore, the deferred taxes recorded in the solvency
balance sheet have been divided up between IRES
(corporate income tax) and IRAP (regional business tax)
and treated, for the purpose of the offsetting between
DTAs and DTLs for the recognition in Tier-3, separately.
At IRES level, the vertical offsetting of the DTAs and DTLs is
permitted provided that the subsidiaries transfer their tax
positions to the Parent Company within the sphere of the
tax consolidation agreement (so-called “NTCS”), while
that is not permitted for the IRAP deferred taxes or other
prepaid taxes produced by entities outside the Group
NTCS. Therefore, the amounts recorded as net DTAs in Tier3 of the Basic Own Funds Template corresponds to the
sum of the net IRES DTAs of all the Group companies
complying with the NTCS, which are joined by the IRAP
DTAs of those companies which present a positive prepaid
tax balance (IRAP).

Available Own Funds
These represent the own funds available for the coverage
of the SCR (Solvency Capital Requirement) and the MCR
(Minimum Capital Requirement).
For the purposes of the coverage of the MCR, Tier 3 funds
are not permitted.

Eligible Own Funds
These represent the own funds eligible for the coverage of
the SCR (Solvency Capital Requirement) and the MCR
(Minimum Capital Requirement).
The limits envisaged by Article 82 of the Delegated Acts
are valid for the purpose of the admissibility of the funds
for coverage, differentiated in terms of SCR and MCR.
The Eligible own funds cover the SCR via Tier 1 own funds
for 121%, via Tier 2 own funds for 49.8% and via Tier 3 for
0.2%.
The Eligible own funds that are allowed to cover the SCR
differ from those allowed to cover the MCR for Tier 2 and 3
funds that are not allowed to cover the MCR.
The reconciliation between the shareholders' equity and
the Own Funds is provided in the table below:
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(€ thousands)

Consolidated IAS SE
Own shares
Excess of assets over liabilities IAS
FV Securities

2,255,327
49,927
2,305,254
237,763

Investments

−17

FV Property

54,688

Non-life TP transferred

−116,668

Life TP transferred

−52,801

Intangible assets

−927,078

Non-life TP

234,396

Life TP

266,127

Other TP
Other changes
FV Sub. loans and other loans
Total EOA SII Gross of DT
Deferred tax
Total EOA SII
Total of non-available own fund items

2,093
814
−19,841
1,984,730
−14,403
1,970,327
−329,065

Reversal own shares

−49,751

Sub. loans

697,830

Div. proposed

−91,649

RFF excess
Tier 2 + Tier 3 Cap
Total OF

−5,724
−72,950
2,119,018

It is hereby disclosed that the Group has not made any request to IVASS during the year for the use of accessory own
funds.
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E.2 SOLVENCY CAPITAL REQUIREMENT
AND MINIMUM CAPITAL REQUIREMENT
Quantitative information on the solvency capital requirement
The solvency capital requirement is calculated on the
basis of the provisions contained in the Delegated Acts,
including the adjustment for the tax effect represented by
the deferred tax assets, if and to the extent that they are
recoverable on the basis of future taxable income.

The Group’s Solvency capital requirement comes to €
1,240,943 thousand. The details for each risk module are
presented below:

Breakdown of the solvency capital requirement for each risk sub-module
(€ thousands)

Risk module
Solvency capital requirement
Capital add-ons already set
Adjustment due to RFF/MAP nSCR aggregation
Loss-absorbing capacity of technical provisions and deferred taxes
Operational risk
Basic solvency capital requirement
Market risk

Net solvency capital requirement
1,240,943
10,510
25,903
−659,385
202,122
1,661,792
1,176,505

Counterparty default risk

126,900

Life underwriting risk

373,522

Health underwriting risk

91,824

Non-life underwriting risk

615,115

Diversification

The results thus illustrated are determined by means of the
application of the standard formula with GSP.
The increase from the previous period is to be primarily
attributed to two specific factors:

The expansion of the Cattolica Group through the
acquisition of the Companies in partnership with
Banco BPM;

The reduced capacity of mitigation of losses through
technical provisions, concerning the adverse
performance of the credit spreads on the Italian
Government securities that occurred starting from the
second half of 2018.

−722,075

These main effects were partially mitigated by a positive
management of the ALM profile in the life portfolios which
has reduced the duration mismatch between assets and
liabilities.
The development of the Strategic Asset Allocation is also
to be noted since within an overall diversification strategy,
it has also focused on asset classes characterised by a
relevant capital requirement.

The Minimum consolidated Group SCR as of the date of
assessment was € 722,672 thousand.

Executive Summary • Chapter A • Chapter B • Chapter C • Chapter D • CHAPTER E • Quantitative Models • Independent Auditors’ Reports

123

Solvency and Financial Condition Report 2018

Capital Management

E.3 USE OF THE DURATION-BASED EQUITY
RISK SUB-MODULE IN THE CALCULATION
OF THE SOLVENCY CAPITAL
REQUIREMENT
The Group has not availed itself of the use of the sub-module of the share-related risk based on the duration in the
calculation of the solvency capital requirements.

E.4 DIFFERENCES BETWEEN THE
STANDARD FORMULA AND ANY
INTERNAL MODEL USED
The Group has not availed itself of the use of the internal model for the calculation of the solvency capital requirement.

E.5 NON-COMPLIANCE WITH THE
MINIMUM CAPITAL REQUIREMENT AND
NON-COMPLIANCE WITH THE SOLVENCY
CAPITAL REQUIREMENT
The Group has not reported any inobservance of the solvency capital requirement or the minimum capital requirement.

E.6 ANY OTHER INFORMATION
It is believed that all the essential information on the capital management is already contained in the previous sections.
Therefore, there is no further information to be included in this section.
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Annex I
S.02.01.02
Balance sheet
Solvency II value

Assets

C0010
Intangible assets

R0030

Deferred tax assets

R0040

Pension benefit surplus

R0050

Property, plant and equipment held for own use

R0060

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

R0070

Property (other than for own use)

R0080

Holdings in related undertakings, including participations

R0090

Equities

R0100

Equities - Listed

R0110

Equities - Unlisted

R0120

Bonds

R0130

Government bonds

R0140

Corporate bonds

R0150

Structured notes

R0160

Collateralised securities

R0170

Collective Investments Undertakings

R0180

Derivatives

R0190

Deposits other than cash equivalents

R0200

Other investments

R0210

Assets held for index-linked and unit-linked contracts

R0220

Loans and mortgages

R0230

Loans on policies

R0240

Loans and mortgages to individuals

R0250

Other loans and mortgages

R0260

Reinsurance recoverables from:
Non-life and health similar to non-life

R0270
R0280

Non-life excluding health

R0290

Health similar to non-life

R0300

Life and health similar to life, excluding health and index-linked and unit-linked

R0310

Health similar to life

R0320

Life excluding health and index-linked and unit-linked

R0330

Life index-linked and unit-linked

R0340

Deposits to cedants

R0350

Insurance and intermediaries receivables

R0360

Reinsurance receivables

R0370

Receivables (trade, not insurance)

R0380

Own shares (held directly)

R0390

Amounts due in respect of own fund items or initial funds called up but not yet paid in

R0400

Cash and cash equivalents

R0410

Any other assets, not elsewhere shown

R0420

Total assets

R0500

0
366,714
0
239,395
25,708,442
84,151
52
161,622
118,443
43,179
23,833,464
18,580,383
4,414,737
832,503
5,841
1,620,774
8,379
0
0
5,533,107
54,519
1,031
3,524
49,964
517,626
441,562
389,618
51,944
76,065
0
76,065
−1
10,013
397,390
77,799
639,255
49,751
0
228,407
243,839
34,066,257
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Solvency II value

Liabilities
Technical provisions - Non-life
Technical provisions - Non-life (excluding health)

R0520

Technical provisions calculated as a whole

R0530

Best estimate

R0540

Risk margin

R0550

Technical provisions - Health (similar to non-life)

R0560

Technical provisions calculated as a whole

R0570

Best estimate

R0580

Risk margin

R0590

Technical provisions - Life (excluding index-linked and unit-linked)
Technical provisions - Health (similar to life)

R0600
R0610

Technical provisions calculated as a whole

R0620

Best estimate

R0630

Risk margin

R0640

Technical provisions - Life (excluding health, and index-linked and unit-linked)

R0650

Technical provisions calculated as a whole

R0660

Best estimate

R0670

Risk margin

R0680

Technical provisions - index-linked and unit-linked

R0690

Technical provisions calculated as a whole

R0700

Best estimate

R0710

Risk margin

R0720

Contingent liabilities

R0740

Provisions other than technical provisions

R0750

Pension benefit obligations

R0760

Deposits from reinsurers

R0770

Deferred tax liabilities

R0780

Derivatives

R0790

Debts owed to credit institutions

R0800

Financial liabilities other than debts owed to credit institutions

R0810

Insurance and intermediaries payables

R0820

Reinsurance payables

R0830

Payables (trade, non-insurance)

R0840

Subordinated liabilities

R0850

Subordinated liabilities not in Basic Own Funds

R0860

Subordinated liabilities in Basic Own Funds

R0870

Any other liabilities not elsewhere shown
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R0510

R0880

Total liabilities

R0900

Excess of assets over liabilities

R1000

C0010
3,478,540
3,183,809
0
3,068,566
115,243
294,731
0
279,285
15,446
20,917,108
0
0
0
0
20,917,108
0
20,743,819
173,289
5,413,285
257,479
5,131,589
24,217
0
56,097
31,634
35,380
379,682
0
47,866
0
523,555
34,562
325,331
697,830
0
697,830
155,060
32,095,930
1,970,327

R0120

R0130

R0140

R0200

Gross - Proportional reinsurance accepted

Gross - Non-proportional reinsurance accepted

Reinsurers’ share

Net

R0220

R0230

R0240

R0300

Gross - Proportional reinsurance accepted

Gross - Non-proportional reinsurance accepted

Reinsurers’ share

Net

R0320

R0330

R0340

R0400

Gross - Proportional reinsurance accepted

Gross - Non-proportional reinsurance accepted

Reinsurers’ share

Net

R0410

R0420

R0430

R0440

R0500

R0550

R1200

R1300

Gross - Direct business

Gross - Proportional reinsurance accepted

Gross - Non-proportional reinsurance accepted

Reinsurers’ share

Net

Expenses incurred

Other expenses

Total expenses

Changes in other technical provisions

R0310

Gross - Direct business

Claims incurred

R0210

Gross - Direct business

Premiums earned

R0110

Gross - Direct business

Premiums written

Premiums, claims and expenses by line of
business

S.05.01.02

Annex I

18,583

−25

24

81,602

−9

0

0
−9

0

65,704

−1

66,393

18,170

1,069

157

2,385

82,805

203,689

68,621

67,487

32,687

2,060

359

5,656

234,316

205,107

72,784

61,652

31,922

2,207

251

5,734

234,822

C0020

C0010

67,135

Income
protection
insurance

Medical
expense
insurance

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

C0030

264,509

−14

0

−14

0

695,083

13,705

1,292

707,496

954,026

23,005

1,421

975,610

956,080

16,236

1,477

970,839

C0040

40,700

−9

0

−9

0

68,376

11,324

925

78,775

123,456

19,808

1,555

141,709

122,850

18,876

1,709

140,017

C0050

Workers’
Motor vehicle
Other motor
liability
compensation
insurance
insurance
insurance

2,416

−1

0

−1

0

518

7,604

370

7,752

4,831

7,917

608

12,140

5,272

8,912

1,106

13,078

C0060

102,209

−227

0

−215

−12

192,288

77,823

3,783

266,328

280,089

99,685

4,811

374,963

294,428

102,137

6,704

389,861

C0070

Marine,
Fire and other
damage to
aviation and
property
transport
insurance
insurance

54,866

0

0

0

0

28,247

11,136

482

38,901

154,938

33,185

1,007

187,116

160,027

32,413

3,012

189,428

C0080

General
liability
insurance

4,895

−1

0

−1

0

2,982

5,996

270

8,708

6,995

15,355

2,081

20,269

7,279

12,608

1,045

18,842

C0090

Credit and
suretyship
insurance

−1,063

0

0

0

0

603

1,921

0

2,524

4,015

13,636

0

17,651

4,194

13,659

0

17,853

C0100

16,902

0

0

0

0

1,891

8,745

0

10,636

33,227

9,805

0

43,032

31,889

11,708

0

43,597

C0110

Legal expenses
Assistance
insurance

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

7,206

0

0

0

0

6,577

1,587

6

8,158

21,857

6,444

48

28,253

15,984

2,425

23

18,386

C0120

Miscellaneou
s financial
losses

0

0

0

0

0

0

0

0

0

0

0

0

0

C0130

Health

0

0

0

0

0

0

0

0

0

0

0

0

0

C0140

Casualty

0

0

0

0

0

0

0

0

0

0

0

0

0

C0150

Marine,
aviation and
transport

0

0

0

0

0

0

0

0

0

0

0

0

0

C0160

Property

Lines of business for: accepted non-proportional
reinsurance
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641,868

49,043

592,825

−286

24

0

−250

−12

1,128,662

160,396

0

8,354

1,280,704

1,854,610

267,183

0

13,950

2,107,843

1,864,762

256,630

0

17,534

2,103,858

C0200

Total

CATTOLICA ASSICURAZIONI GROUP
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132
232
2,669,555

0
0

R1420

R1500

Reinsurers’ share

Net

232
2,669,555

0
0

R1520

R1600

Reinsurers’ share

Net

2,437
−2,797,248

0
0

R1620

R1700

Reinsurers’ share

Net

−186,235
1,489
−187,724
143,430

0
0
0
0

R1710

R1720

R1800

R1900

R2500

R2600

Gross

Reinsurers’ share

Net

Expenses incurred

Other expenses

Total expenses

Changes in other technical provisions

2,799,685

0

R1610

Gross

Claims incurred

2,669,787

0

R1510

Gross

Premiums earned

2,669,787

0

R1410

C0220

57,112

616,806

0

616,806

−1,208,112

−2

1,208,110

851,460

36

851,496

851,460

36

851,496

C0230

Insurance with Index-linked and
profit
unit-linked
participation
insurance

Gross

Premiums written

C0210

Health insurance

52,866

19,025

2,045

21,070

−24,256

14,016

38,272

123,707

26,743

150,450

123,707

26,743

150,450

C0240

Other life
insurance

0

0

0

0

0

0

0

0

0

0

0

0

0

C0250

0

0

0

0

0

0

0

0

0

0

0

0

0

C0260

Annuities
stemming from
Annuities
non-life
stemming from
insurance
non-life
contracts and
insurance
relating to
contracts and
insurance
relating to health
obligations other
insurance
than health
obligations
insurance
obligations

Lines of business for: life insurance obligations

0

0

0

0

0

0

0

0

0

0

0

0

0

C0270

Health
reinsurance

0

0

0

0

0

0

0

0

0

0

0

0

0

C0280

Life reinsurance

Life reinsurance obligations

344,932

91,522

253,410

448,107

3,534

451,641

−4,029,616

16,451

4,046,067

3,644,722

27,011

3,671,733

3,644,722

27,011

3,671,733

C0300

Total
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Annex I
S.22.01.22
Impact of long-term guarantees and transitional measures

Amount with
Long-Term
Guarantee
measures
and
transitionals

Impact of
transitional
on technical
provisions

Impact of
transitional
on interest
rate

C0010

C0030

C0050

Impact of
volatility
adjustment set
to zero

Impact of
matching
adjustment set
to zero

C0070

C0090

Technical provisions

R0010

29,808,932

0

0

277,771

0

Basic own funds

R0020

2,191,968

0

0

−145,833

0

Eligible own funds to meet Solvency
Capital Requirement

R0050

2,119,018

0

0

−163,408

0

Solvency capital requirement

R0090

1,240,943

0

0

68,309

0
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S.23.01.22
Own funds

Basic own funds before deduction for participations in other financial sectors
Ordinary share capital (gross of own shares)

R0010

Total

Tier 1 unrestricte

Tier 1 restricted

Tier 2

Tier 3

C0010

C0020

C0030

C0040

C0050

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

R0020

522,882
0

522,882
0

0
0

Share premium account related to ordinary share capital
Initial funds, members’ contributions of the equivalent basic own - fund item for mutual and mutualtype undertakings
Subordinated mutual member accounts

R0030

739,494

739,494

0

0

0

R0050

0

0

0

0

Non-available subordinated mutual member accounts at group level

R0060

0

0

0

Surplus funds

R0070
R0080

0
0

0

0

0

Non-available surplus funds at group level
Preference shares

R0040

0

R0090

0

0

0

0

Non-available preference shares at group level

R0100

Share premium account relating to preference shares

R0110
R0120

0
0

0
0

0
0

0
0

0

0

0

80,277
0

617,553
0

0
0

Non-available share premium account related to preference shares at group level
Reconciliation reserve

0

R0130

483,865

Subordinated liabilities

R0140

Non-available subordinated liabilities at group level

R0150
R0160

697,830
0

An amount equal to the value of the net deferred tax assets
The amount equal to the value of net deferred tax assets not available at group level

76,962

R0170

1,093

Other items approved by supervisory authority as basic own funds not specified above

R0180

Non available own funds related to other own funds items approved by the supervisory authorities

R0190
R0200

0
0

Minority interests (if not reported as part of a specific own fund item)
Non-available minority interests at group level
Own funds from the Financial Statements that should not be represented by the reconciliation reserve and
do not meet the criteria to be classified as for Solvency II own funds
Own funds from the financial statements that should not be represented by the reconciliation reserve
and do not meet the criteria to be classified as for Solvency II own funds
Deductions
Deductions for participations in other financial undertakings, including non-regulated undertakings
carrying out financial activities
Whereof deducted according to art 228 of the Directive 2009/138/EC
Deductions for participations where there is non-availability of information (Article 229)
Deductions for participations included by using D&A when a combination of methods is used
Total of non-available own fund items
Total deductions
Total basic own funds after deductions
Ancillary own funds
Unpaid and uncalled ordinary share capital callable on demand

76,962
1,093
0
0

0
0

0

0

0

0

0

327,972

327,972

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

R0270

329,065

327,972

0

0

1,093

R0280
R0290

329,065

327,972

0

0

1,093

2,191,968

1,418,269

80,277

617,553

75,869

R0210

R0220

R0230
R0240
R0250
R0260

R0300

Unpaid and uncalled initial funds, members’ contributions or the equivalent basic own fund item for
mutual and mutual - type undertakings, callable on demand
Unpaid and uncalled preference shares callable on demand
Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC

R0320
R0340

Letters of credit and guarantees other than under Article 96(2) of the Directive 2009/138/EC

R0350

Supplementary members calls under first subparagraph of Article 96, point 3) of Directive 2009/138/EC

R0360

Supplementary members calls - other than under first subparagraph of Article 96(3) of the Directive
2009/138/EC
Non available ancillary own funds at group level
Other ancillary own funds

R0370
R0380

Total ancillary own funds

483,865

R0310

0
0

0
0

0

0

0

0

0

0

0

0

0

0

0
0

0
0

0

0

0

0

0

0

R0390

0

0

0

R0400

0

0

0

Own funds of other financial sectors
Credit institutions, investment firms, financial institutions, alternative investment fund managers, UCITS
management companies
Institutions for occupational retirement provision
Non-regulated entities carrying out financial activities

R0410
R0420

Total own funds of other financial sectors

R0440

R0430

0

0

0

0

0

0

0
0

0
0

0
0

0
0

0
0

Own funds when using the D&A method, exclusively or in combination with method 1
Own funds aggregated when using the D&A and combination of methods
Own funds aggregated when using the D&A and combination of methods net of IGT

R0450
R0460

Total available own funds to meet the consolidated group SCR (excluding own funds from other
financial sectors and from the undertakings included via D&A)
Total available own funds to meet the minimum consolidated group SCR

R0520

Total eligible own funds to meet the consolidated group SCR (excluding own funds from other financial
sectors and from the undertakings included via D&A)
Total eligible own funds to meet the minimum consolidated group SCR
Minimum consolidated Group SCR
Ratio of Eligible own funds to Minimum Consolidated Group SCR
Total eligible own funds to meet the group SCR (including own funds from other financial sector and from
the undertakings included via D&A)
Group SCR
Ratio of Eligible own funds to group SCR, including other financial sectors and the undertakings included via
D&A
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R0530
R0560
R0570
R0610
R0650
R0660
R0680
R0690

0

0

0

0

0

0

0

0

0
0

2,191,968

1,418,269

80,277

617,553

75,869

2,116,099

1,418,269

80,277

617,553

2,119,018

1,418,269

80,277

617,553

1,643,080

1,418,269

80,277

144,534

1,418,269

80,277

617,553

2,919

722,672
227%
2,119,018
1,240,943
171%

2,919

CATTOLICA ASSICURAZIONI GROUP

C0060
Reconciliation reserve
Excess of assets over liabilities

R0700

1,970,327

Own shares (held directly and indirectly)

R0710

49,751

Foreseeable dividends, distributions and charges

R0720

91,649

Other basic own fund items

R0730

1,339,338

Adjustment for restricted own fund items in respect of matching adjustment portfolios and ring
fenced funds
Other non available own funds

R0740

5,724

R0750

0

R0760

483,865

Expected profits included in future premiums (EPIFP) — Life business

R0770

214,405

Expected profits included in future premiums (EPIFP) — Non-life business

R0780

30,044

Total expected profits included in future premiums (EPIFP)

R0790

244,449

Reconciliation reserve before deduction for participation in other financial sectors
Expected profits
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S.25.01.22
Solvency Capital Requirement - for groups on Standard Formula

Market risk
Counterparty default risk
Life underwriting risk

R0010
R0020
R0030

Gross
solvency
capital
requirement

Undertaking specific
parameters (USP)

C0110

C0090

1,176,505
126,900
373,522 none
Standard deviation for NSLT
health premium risk,
91,824
Standard deviation for NSLT
health reserve risk

Health underwriting risk

R0040

Non-life underwriting risk

R0050

Diversification
Intangible asset risk
Basic solvency capital requirement

R0060
R0070
R0100

1,661,792

R0130
R0140
R0150

C0100
202,122
−296,846
−362,539

Calculation of solvency capital requirement
Operational risk
Loss-absorbing capacity of technical provisions
Loss-absorbing capacity of deferred taxes
Capital requirement for business operated in accordance
with Art. 4 of Directive 2003/41/EC

Standard deviation for non615,115 life premium risk, Standard
deviation for non-life
reserve risk
−722,075

R0160

Solvency capital requirement excluding capital add-on

R0200

1,230,433

Capital add-on already set
Solvency capital requirement

R0210
R0220

10,510
1,240,943

Other information on SCR
Capital requirement for duration-based equity risk submodule
Total amount of Notional Solvency Capital Requirements for
remaining part
Total amount of Notional Solvency Capital Requirements for
ring fenced funds

R0410

1,144,768

R0420

96,175

Total amount of Notional Solvency Capital Requirements for
matching adjustment portfolios

R0430

Diversification effects due to RFF nSCR aggregation for
Article 304

R0440

Minimum consolidated group solvency capital requirement

R0470

Information on other entities
Capital requirement for other financial sectors (Noninsurance capital requirements)
Capital requirement for other financial sectors (Noninsurance capital requirements) - Credit institutions,
investment firms and financial institutions, alternative
investment funds managers, UCITS management
companies

726,467

R0500

R0510

Capital requirement for other financial sectors (Noninsurance capital requirements) – Institutions for
occupational retirement provisions

R0520

Capital requirement for other financial sectors (Noninsurance capital requirements) - Capital requirement for
non-regulated entities carrying out financial activities

R0530

Capital requirement for non-controlled participation
requirements
Capital requirement for residual undertakings
Overall SCR
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R0400

R0540
R0550

SCR for undertakings included via D and A

R0560

Solvency capital requirement

R0570

1,240,943

Simplifications
C0100
none
none
none

none

2 - Specific code
1 - LEI
1 - LEI
1 - LEI
1 - LEI
2 - Specific code
2 - Specific code
2 - Specific code

815600DEEE5337E9A213

81560024671913E6D590

8156000B54CB772C3595

815600DEEE5337E9A213ITC0008

815600984DE360E01F67

815600DEEE5337E9A213ITC0016

6354007PIZYILKCCBZ91

8156009D97A1D99A6312

815600E5F548C390A350

815600123ED82D1A8C37

815600DEEE5337E9A213ITC0045

815600DEEE5337E9A213ITC0046

815600DEEE5337E9A213ITC0050

815600DEEE5337E9A213ITC0091

815600DEEE5337E9A213ITC0100

81560041CABA0313DB78

815600AED32950D38B92

81560022B5367EE31F80

IT

IT

IT

IT

IT

IT

IE

IT

IT

IT

IT

IT

IT

IT

IT

IT

IT

IT
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1 - LEI

1 - LEI

1 - LEI

2 - Specific code

2 - Specific code

1 - LEI

2 - Specific code

1 - LEI

1 - LEI

1 - LEI

C0030

C0020

C0010

Vera Protezione

Vera Assicurazioni

Vera Vita

Tua Retail Srl

CP Servizi Consulenziali

All Risks Solutions Srl

Cattolica Beni Immobili

Cattolica Agricola

TUA Assicurazioni

BCC Vita

Berica Vita

Cattolica Life

Cattolica Services

BCC Assicurazioni

Cattolica Immobiliare Spa

Lombarda Vita Spa

Joint-stock company

Joint-stock company

Joint-stock company

1 - Life insurance undertaking

2 - Non life insurance undertaking

4 - Composite undertaking

10 - Ancillary services undertaking as defined in
Article 1 (53) of Delegated Regulation (EU) 2015/35

Joint-stock company

Joint-stock company

Joint-stock company

Limited liability company

Joint-stock company

Limited liability company

Limited liability company

10 - Ancillary services undertaking as defined in
Limited liability agricultural company
Article 1 (53) of Delegated Regulation (EU) 2015/35

2 - Non life insurance undertaking

1 - Life insurance undertaking

1 - Life insurance undertaking

Designated activity company

Joint-stock consortium company

10 - Ancillary services undertaking as defined in
Article 1 (53) of Delegated Regulation (EU) 2015/35
1 - Life insurance undertaking

Joint-stock company

Joint-stock company

10 - Ancillary services undertaking as defined in
Article 1 (53) of Delegated Regulation (EU) 2015/35
2 - Non life insurance undertaking

Joint-stock company

Joint-stock company

Co-operative company

C0060

Legal form

1 - Life insurance undertaking

2 - Non life insurance undertaking

4 - Composite undertaking

Società Cattolica di
Assicurazioni
ABC ASSICURA

C0050

Type of undertaking

C0040

Type of code of the
Legal Name of the undertaking
ID of the
undertaking

Identification code of the
undertaking

Country

Undertakings within the scope of the Group

S.32.01.22

Annex I

CATTOLICA ASSICURAZIONI GROUP

137

138

0.6

1

1

0.65

IVASS

IVASS

IVASS

2

2

2

2

2

1

0.65

0.20

0.9999728

2

2

0.51

1

IVASS

2

0.6

2

IVASS

2

0.6

1

IVASS

2

1

2

Central Bank
of Ireland

2

0.51

IVASS

IVASS

2

0.6

2

IVASS

2

1

IVASS

2

C0180

% capital
share

2

C0080

C0070

Category (mutual Supervisory
/non-mutual)
Authority

Undertakings within the scope of the Group

S.32.01.22

Annex I

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

C0190

% used for the
establishment of
consolidated
accounts

1

0.65

0.65

1

1

0.20

1

1

0.9999728

0.51

0.6

0.6

1

0.51

1

0.6

0.6

C0200

% voting
rights

C0210

Other criteria

Criteria of influence

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

1

C0220

Level of
influence

1

0.65

0.65

1

1

0.20

1

1

0.9999728

0.51

0.6

0.6

1

0.51

1

0.6

0.6

C0230

Proportional
share used for
Group solvency
calculation

1 - Method 1: Full consolidation

1 - Method 1: Full consolidation

1 – Included in the scope
1 – Included in the scope

1 - Method 1: Full consolidation

1 - Method 1: Full consolidation

1 – Included in the scope
1 – Included in the scope

1 - Method 1: Full consolidation

3 - Method 1: Adjusted equity method

1 – Included in the scope
1 – Included in the scope

1 - Method 1: Full consolidation

1 - Method 1: Full consolidation
1 – Included in the scope

1 – Included in the scope

1 - Method 1: Full consolidation

1 - Method 1: Full consolidation

1 – Included in the scope
1 – Included in the scope

1 - Method 1: Full consolidation

1 - Method 1: Full consolidation

1 – Included in the scope

1 – Included in the scope

1 - Method 1: Full consolidation

1 - Method 1: Full consolidation

1 – Included in the scope
1 – Included in the scope

1 - Method 1: Full consolidation

1 – Included in the scope

1 - Method 1: Full consolidation

1 – Included in the scope

1 - Method 1: Full consolidation

C0260

Method used and under method 1,
treatment of the undertaking

1 - Method 1: Full consolidation

C0250

Date of the
decision if
Article 214 is
applied

Group solvency calculation

1 – Included in the scope

1 – Included in the scope

C0240

YES / NO

Inclusion in the scope of group supervision
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INDEPENDENT AUDITORS’
REPORTS

Deloitte & Touche S.p.A.
Via Tortona, 25
20144 Milano
Italia
Tel: +39 02 83322111
Fax: +39 02 83322112
www.deloitte.it

INDEPENDENT AUDITORS’ REPORT
PURSUANT TO ARTICLE 47-SEPTIES, PARAGRAPH 7 OF LEGISLATIVE DECREE No. 209
OF SEPTEMBER 7, 2005 AND TO ARTICLE 5, PARAGRAPH 1, LETTERS A AND B,
OF IVASS REGULATION No. 42 OF AUGUST 2, 2018

To the Board of Directors of
Società Cattolica di Assicurazione – Società Cooperativa

Opinion
We have audited the following elements of the Solvency and Financial Condition Report (the “SFCR”) of
Cattolica Assicurazioni Group as of December 31, 2018 prepared according to the article 47-septies of
Legislative Decree No. 209 of September 7, 2005:
•

quantitative reporting templates “S.02.01.02 Balance sheet” and “S.23.01.22 Own funds” (“QRTs”);

•

sections “D. Valuation for solvency purposes” and “E.1 Own funds” (“notes”).

We have not audited:
•

the items of the technical reserves relating to the risk margin (items R0550, R0590, R0680 e R0720)
included in the QRT “S.02.01.02 Balance sheet”;

•

the Solvency Capital Requirement (item R0680) and the Minimum Capital Requirement (item R0610)
included in the QRT “S.23.01.22 Own funds”;

which are therefore excluded from our opinion.
The QRTs and the notes, with the above exclusions, as a whole constitute the “MVBS and OF QRTs and the
related notes”.
In our opinion, the MVBS and OF QRTs and the related notes included in the SFCR of the Cattolica
Assicurazioni Group for the year ended December 31, 2018 are prepared, in all material respects, in
accordance with the requirements of the European Directive directly applicable and the national sectorial
regulations.
Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the MVBS and
OF QRTs and the related notes section of our report.
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We are independent of Società Cattolica di Assicurazione – Società Cooperativa (the “Parent Company” or
the “Company”) in accordance with the regulations and standards on ethical and independence of the Code
of Ethics for Professional Accountants (IESBA Code) issued by the International Ethics Standards Board of
Accountants that are applicable to our audit of the QRTs and the related notes.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.
Emphasis of Matter – Basis of preparation, purpose and restriction on use
We draw attention to section “D. Valuation for solvency purposes” which describes the basis of accounting.
For the purpose of solvency supervision, the MVBS and OF QRTs and the related notes are prepared in
complying with the requirements of the European Directive directly applicable and the national sectorial
regulations, which is a regulatory framework with specific purposes. As a result, they may not be suitable
for another purpose. Our opinion is not modified in respect of this matter.
Other matters
The Company prepared the consolidated financial statements as at December 31, 2018 in accordance with
International Financial Reporting Standards as adopted by the European Union and the regulation issued
pursuant to art. 90 of Legislative Decree No. 209 of September 7, 2005, which have been audited by us and
on which we issued our report on March 21, 2019.
The Company has prepared the model "S.25.01.22 Solvency Capital Requirement - for groups on Standard
Formula" and the related disclosure presented in section "E.2. Solvency Capital Requirement and Minimum
Capital Requirement" of the attached SFCR in compliance with the requirements of the European Directive
directly applicable, the national sectorial regulations and the specific parameters of the Group, which we
have subjected to a limited audit review, in accordance with the provisions of art. 4, paragraph 1 letter c) of
IVASS Regulation No. 42 of August 2, 2018, following which we issued today a limited audit review report
attached to the SFCR.
Other information included in the SFCR
The Directors are responsible for the preparation of the other information included in the SFCR in
accordance with the requirements governing the basis of preparation.
The other information included in the SFCR are the following:
•

the QRTs “S.05.01.02 Premiums, claims and expenses by line of business”, “S.05.02.01 Premiums,
claims and expenses by country”, “S.22.01.21 Impact of long term guarantees measures and
transitional measures”, “S.25.01.22 Solvency Capital Requirement - for groups on Standard Formula”
and “S.32.01.22 Undertakings in the scope of the group”;

•

the sections “A. Business and Performance”, “B. System of Governance”, “C. Risk Profile”, “E.2
Solvency Capital Requirement and Minimum Capital Requirement”, “E.3 Use of the duration-based
equity risk sub-module in the calculation of the Solvency Capital Requirement”, “E.4 Differences
between the standard formula and any internal model used”, “E.5 Non-compliance with the Minimum
Capital Requirement and non-compliance with the Solvency Capital Requirement” and “E.6 Any other
information”.

Our opinion on the MVBS and OF QRTs and the related notes does not cover this other information.
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In connection with our audit of MVBS and OF QRTs and the related notes, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially inconsistent with
the MVBS and OF QRTs and the related notes or with our knowledge obtained in the audit or otherwise
appears to be materially misstated. If we identify possible inconsistencies or material misstatement, we are
required to determine if there is a material misstatement in the MVBS and OF QRTs and the related notes
or in the other information. If, based on the work we have performed, we conclude that there is a material
misstatement we are required to report that fact. We have nothing to report in this regard.
Responsibilities of the Directors and the management control Committee for the MVBS and OF
QRTs and the related notes
The Directors are responsible for the preparation of MVBS and OF QRTs and the related notes in accordance
with the requirements governing the basis of preparation and, within the terms established by law, for such
internal control as the Directors determine is necessary to enable the preparation of MVBS and OF QRTs
and the related notes that are free from material misstatement, whether due to fraud or unintentional
behaviors or events.
The Directors are responsible for assessing the Group’s ability to continue as a going concern and, in the
preparation of the MVBS and OF QRTs and the related notes, for the appropriateness of using the going
concern basis of accounting as well as for ad adequate disclosure on it.
The Directors, in preparing the MVBS and OF QRTs and the related notes, use the going concern basis
unless they have identified the existence of the conditions for the liquidation of the Parent Company or for
the termination of the operations or have no realistic alternative to such choices.
The management control Committee is responsible for overseeing, within the terms established by law, the
Group’s financial reporting process.
Auditor’s Responsibilities for the Audit of the MVBS and OF QRTs and the related notes
Our objectives are to obtain reasonable assurance about whether MVBS and OF QRTs and the related notes
as a whole are free from material misstatement, whether due to fraud or unintentional behaviors or events,
and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with International Standards on
Auditing (ISAs) will always detect a material misstatement when it exists. Misstatements can arise from
fraud or unintentional behaviors or events and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
MVBS and OF QRTs and related notes.
As part of an audit in accordance with International Standards on Auditing (ISAs), we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:
•

identify and assess the risks of material misstatement of the MVBS and OF QRTs and the related
notes, whether due to fraud or unintentional behaviors or events, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control;

•

obtain an understanding of internal control relevant to the audit of the MVBS and OF QRTs and the
related notes in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Group's internal control;
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•

evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Directors;

•

conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Parent Company to cease to continue as a going concern.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.
We also provide those charged with governance with a statement that we have complied with the ethical
and independence requirements of the Code of Ethics for Professional Accountants (IESBA Code) issued by
the International Ethics Standards Board of Accountants, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our independence and, where applicable,
related safeguards.

DELOITTE & TOUCHE S.p.A.

Signed by
Vittorio Frigerio
Partner

Milan, Italy
June 3, 2019

This report has been translated into the English language solely for the convenience of international readers.
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INDEPENDENT AUDITOR’S LIMITED REVIEW REPORT
PURSUANT TO ART. 47-SEPTIES, PARAGRAPH 7 OF LEGISLATIVE DECREE No. 209
OF SEPTEMBER 7, 2005 AND TO ARTICLE 5, PARAGRAPH 1, LETTER C,
OF THE IVASS REGULATION No. 42 OF AUGUST 2, 2018

To the Board of Directors of
Società Cattolica di Assicurazione – Società Cooperativa
Introduction
We have reviewed the accompanying reporting template "S.25.01.22 Solvency Capital Requirement - for
groups on Standard Formula" (the "SCR and MCR template") and the disclosure presented in section "E.2
Solvency and Capital requirement and Minimum Capital Requirement" (the "disclosure") included in the
accompanying Solvency and Financial Condition Report (the "SFCR") of the Cattolica Assicurazioni Group
(the "Group") as at December 31, 2018, pursuant to article 47-septies of Legislative Decree No. 209 dated
7 September 2005.
The SCR and MCR template and the related disclosure have been prepared by the Directors in accordance
with the European Directive directly applicable, the national sectorial regulations and the specific
parameters of the Group, as described in the disclosures included in the SFCR and as approved by IVASS.

Director’s Responsibilities
The Directors are responsible for the preparation of the SCR and MCR template and the related disclosure in
accordance with the European Directive directly applicable, the national sectorial regulations and the
specific parameters of the Group, as described in the SFCR disclosure and as approved by IVASS and,
within the terms established by law, for such part of the internal control as they determine is necessary to
enable the preparation of SCR and MCR template and related disclosure that are free from material
misstatement, due to fraud or unintentional behaviors or events.

Auditor’s Responsibilities
Our responsibility is to express a conclusion on SCR and MCR template and related disclosure. We
conducted our review in accordance with the International Standard on Review Engagements (ISRE) No.
2400 (Revised), Engagements to Review Historical Financial Statements. ISRE 2400 (Revised) requires us
to conclude whether anything has come to our attention that causes us to believe that the SCR and MCR
template and related disclosure are not prepared, in all the significant aspects, in accordance with the
European Directive directly applicable, the national sectorial regulations and the specific parameters of the
Group as described in the disclosure included in the SFCR and as approved by IVASS. This Standard also
requires us to comply with applicable ethical requirements.
The review of the SCR and MCR template and related disclosure in accordance with ISRE 2400 (Revised) is
a limited assurance engagement. The auditor performs procedures primarily consisting of making inquiries
of management and others within the entity, as appropriate, and applying analytical procedures, and
evaluates the evidence obtained.
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Furthermore, as required by article 14 of IVASS Regulation No. 42 of August 2, 2018 with regard to
information relating to non-regulated entities or entities from other financial sector or having their
registered office in a third country included in the Group perimeter, our audit activities have been limited to
verifying their inclusion on the basis of the values determined pursuant to Legislative Decree No. 209 of
September 7, 2005 to the relevant implementing regulation and to applicable European Union provisions.
The procedures performed in a review are substantially less than those performed in an audit conducted in
accordance with International Standards on Auditing (ISA). Accordingly, we do not express an audit opinion
on the SCR and MCR template and related disclosure.
Conclusion
Basis on our review, nothing has come to our attention that causes us to believe that the SCR and MCR
template and the related disclosure included in the SFCR of Group as at December 31, 2018 are not
prepared, in all material respects, in accordance with the European Directive directly applicable, the
national sectorial regulations and the specific parameters of the Group, as described in the SFCR disclosure
and as approved by IVASS.
Basis of preparation, Purpose and Restriction on Use
Without modifying our conclusion, we draw attention to section "E.2 Solvency Capital Requirement and
Minimum Capital Requirement" included in SFCR which describes the basis of preparation of SCR and MCR
template. The SCR and MCR template and the related disclosure are prepared, for Solvency supervision
purposes, in accordance with the European Directive directly applicable, the national sectorial regulations
and the specific parameters of the Group, which results in a special purpose framework. As a result, they
may not be suitable for other purposes. In particular, in compliance with article 45-sexies, paragraph 7, of
Legislative Decree No. 209 of September 7, 2005, the use of the specific parameters of the Group, briefly
described in the SFCR disclosure, have approved by IVASS in the exercise of its supervisory functions. As
required by article No. 13 of IVASS Regulation No. 42 of August 2, 2018, our conclusion does not extend to
the decisions taken by IVASS in the exercise of its supervisory functions and therefore, in particular, to the
suitability of the specific parameters of the Group with respect to the purpose defined by the European
Directive directly applicable and national legislation.

DELOITTE & TOUCHE S.p.A.

Signed by
Vittorio Frigerio
Partner

Milano, Italy
June 3, 2019

This report has been translated into the English language solely for the convenience of international readers.

