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EXECUTIVE SUMMARY 

INTRODUCTION 

This document, the Solvency and Financial Condition Report (SFCR) for SCOR UK Company Limited (“SCOR UK” or the 

“Company”), presents information on SCOR UK and its solvency position as at December 31, 2021 and has been 

prepared in accordance with Solvency II regulations (Solvency II Directive 2009/138/EC of the European Parliament of 

November 25, 2009, the Delegated Regulations of the European Commission of October 10, 2014 supplementing the 

Directive, the EIOPA Guidelines on Reporting and Public Disclosure EIOPA-BoS-15/109) and the PRA Rulebook 

applicable to Solvency II firms. SFCR appendices include key financial information in the standard format of Solvency II 

public Quantitative Reporting Templates.  

The SFCR of SCOR UK is available at www.scor.com and has also been submitted to the Prudential Regulation Authority. 

The Solvency and Financial Condition Report includes the following chapters, which are summarised below: 

A. Business and performance 

B. System of governance 

C. Risk profile 

D. Valuation for solvency purposes  

E. Capital management. 

Within the narratives of the rest of this report, the figures have been presented in millions of currency units to improve 

readability. Tables containing figures in the rest of this report are presented in thousands of currency units in accordance 

with the Delegated Regulations. 

References to additional details included in the following publicly available documents have been made throughout the 

report: 

◼ SCOR UK’s financial statements, filed with Companies House 

◼ SCOR Group SFCR available on SCOR’s website www.scor.com 

◼ SCOR’s  strategic plan, “Quantum Leap” covering the period mid-2019 to end of 2021, now extended until 2022, 

available at www.scor.com/en/media/news-press-releases/scor-launches-its-new-strategic-plan-quantum-leap 

 

SCOR UK 

Business and Performance 

SCOR UK is part of the SCOR Group which is the world’s 4th  largest reinsurer1
 serving more than 4,900 clients from its 

three regional management platforms, or organisational Hubs (the “Hubs”): the EMEA Hub, the Americas Hub and the 

Asia-Pacific Hub (APAC). 

SCOR UK, operates as a global (re)insurance company with a branch in Canada, SCOR Insurance – Canadian Branch.  

SCOR UK is regulated by the “Solvency II” European Directive which applies since January 1, 2016, having been 

transposed into UK law on March 9, 2015 and amended in 2019 by the European Commission’s Amending Regulations 

EU 2019/981. 

SCOR UK is subject to supervision by the Prudential Regulation Authority (PRA) and the Financial Conduct Authority 

(FCA).  

The material lines of SCOR UK’s business are as follows: 

◼ Fire and other damage to property 

◼ Marine, aviation and transport 

◼ General liability 

SCOR UK’s business book has a good geographical spread insuring risks globally with the main locations being North 

America, Canada, Australia and the United Kingdom. 

Since January 1, 2016, the regulatory solvency position of SCOR UK has been assessed using the Solvency II Standard 

Formula. 

  

 
1 By net reinsurance premiums written, source: “AM Best Special Report Global Reinsurance 2021”. 

http://www.scor.com/
http://www.scor.com/
http://www.scor.com/en/media/news-press-releases/scor-launches-its-new-strategic-plan-quantum-leap
http://www.scor.com/
http://www.scor.com/
http://www.scor.com/en/media/news-press-releases/scor-launches-its-new-strategic-plan-quantum-leap
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SCOR UK 
in GBP thousands  December 31, 2021  December 31, 2020 

Eligible Own Funds (EOF) 210,496 178,589 

Solvency Capital Requirement (SCR)  134,563 101,765 

Minimum Capital Requirement (MCR) 53,397 40,197 

Solvency ratio 156% 175% 

Gross written premiums 392,464 385,173 

 

SCOR UK’s Eligible Own Funds are split between Tier 1, Tier 2 and Tier 3.  

SCOR UK Own funds structure as at December 
31, 2021 
in GBP thousands Tier 1 Tier 2 Tier 3 Total 

Total available own funds 179,906 30,590 - 210,496 

Total eligible own funds to cover the SCR (after 
limit deductions) 179,906 30,590 - 210,496 

Total eligible own funds to cover the MCR (after 
limit deductions) 179,906 10,679 - 190,585 

 

SCOR UK Own funds structure as at December 
31, 2020 
in GBP thousands Tier 1 Tier 2 Tier 3 Total 

Total available own funds 146,963 31,627 - 178,589 

Total eligible own funds to cover the SCR (after 
limit deductions) 146,963 31,627 - 178,589 

Total eligible own funds to cover the MCR (after 
limit deductions) 146,963 8,039 - 155,002 

 

The position of the company shows that it is adequately capitalised for the activities undertaken. 

System of governance 

SCOR UK is incorporated in England, under registered number 01334736 and its registered office is at 10 Lime Street, 

London EC3M 7AA. 

The Board of Directors of SCOR UK aims to achieve as high a standard as possible in its governance framework and 

aligns itself as closely as is possible with the structures and framework established within the SCOR Group. 

Risk profile 

SCOR UK regularly conducts reviews of the risks that could have a material adverse effect on its activity, its financial 

situation or its results (or capacity to reach objectives), and considers that no significant risk other than those disclosed 

in the Risk profile chapter of this report exists.  

SCOR UK has identified the following categories of risks:  

◼ underwriting risks related to the P&C (re)insurance businesses, which can arise when the actual amounts of 

claims and indemnity payments, or the timing thereof, differ from estimates; 

◼ market risks: the risk that the fair value of future cash flows of a financial instrument fluctuates because of 

changes in market prices or macroeconomic variables; 

◼ credit risks: the risk of incurring a loss as a result of an unexpected change in the financial situation of a 

counterparty; 

◼ liquidity risks, which can arise when available liquidity is not sufficient to meet liquidity needs; 

◼ operational risks, which are inherent to all businesses; 

◼ strategic risks, which can arise either from the strategy itself, from external risks or from internal risks. 

These risks described in the Risk profile chapter are managed through a variety of mechanisms in SCOR’s ERM 

(Enterprise Risk Management) framework.  
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Valuation for solvency purposes 

Solvency II requires SCOR UK to produce an economic balance sheet (subsequently referred to as EBS) representing a 

market view of its assets and liabilities as at the reporting date. The Solvency II regulations require the EBS to include 

assets valued at the amount for which they could be exchanged between knowledgeable and willing parties in an arm’s 

length transaction and liabilities valued at the amount for which they could be transferred, or settled, between 

knowledgeable and willing parties in an arm’s length transaction. In addition, liabilities are not adjusted to take account of 

the credit standing of the reporting entity.  

The details of the valuation principles applied in the EBS, including the differences between the valuation principles and 

those applied in the financial statements, are outlined in Chapter D – Valuation for solvency purposes of this report. 

In the EBS, both assets and liabilities relating to in-force business are recognised at market-consistent values, which 

constitute the valuation for solvency purposes. SCOR UK’s EBS as at December 31, 2021 has been prepared based on 

the assumption that SCOR UK will continue as a going concern, in line with the preparation of the financial statements. 

SCOR UK prepares financial statements in accordance with International Financial Reporting Standards (IFRS), as 

adopted by the UK.  

The preparation of the EBS requires management to make certain judgments, assumptions and estimates. These affect 

the reported amounts of assets and liabilities and the additional disclosures. Management reviews these estimates and 

assumptions periodically, based on past experience and other factors. The actual outcome and results could differ 

substantially from estimates and assumptions made. The most material financial statement captions for which SCOR UK 

use estimates and assumptions are reinsurance reserves, receivables and liabilities relating to (re)insurance operations, 

the fair value and impairment of financial instruments, and deferred taxes. 

Capital management 

Capital management is at the core of SCOR UK’s strategy. SCOR UK’s goal is to manage its capital in order to maximise 

its profitability, while meeting its solvency target, in line with its risk/return strategy as defined in SCOR’s current strategic 

plan “Quantum Leap” and the previous strategic plan “Vision in Action”. 
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DIRECTORS’ RESPONSIBILITY STATEMENT 

in respect of the Solvency and Financial Condition Report 

Financial Year Ended 31 December 2021 

 
We acknowledge our responsibility for preparing the SFCR in all material respects in accordance with the PRA Rules and 

the Solvency II Regulations. 

 

We are satisfied that: 

 

a) throughout the financial year in question, the insurer has complied in all material respects with the requirements of the 

PRA Rules and the Solvency II Regulations as applicable to the insurer; and 

 

b) it is reasonable to believe that the insurer has continued so to comply subsequently and will continue so to comply in 

future. 

 

 

 

 

On behalf of the Board 

 

 

 

 

Stuart McMurdo      Paul Chubb 

Director        Director 

29 March 2022 

Stuart MCMURDO (Mar 29, 2022 10:53 GMT+1)

https://eu1.documents.adobe.com/verifier?tx=CBJCHBCAABAAd1kzGaI-7xxZ-6wmaNc9H7ND2pftltCu
https://eu1.documents.adobe.com/verifier?tx=CBJCHBCAABAAd1kzGaI-7xxZ-6wmaNc9H7ND2pftltCu
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A.BUSINESS AND PERFORMANCE                                                                                                                                                                                                                                                                   

A.1 Business 

A.1.1 OVERVIEW OF SCOR UK 

A.1.1.1 NAME AND LEGAL FORM 

SCOR UK Company Limited (SCOR UK, or the Company) is a limited liability insurance company. 

Registered office of SCOR UK and contact information 

10 Lime Street 

London 

EC3M 7AA 

Tel: 020 3207 8500 

A.1.1.2 SUPERVISORY AUTHORITIES FOR SCOR UK AND SCOR GROUP  

SCOR UK’s principal regulator is the Prudential Regulation Authority. SCOR UK is a member of the SCOR SE Group (the 

SCOR Group or the Group). 

The Group’s principal regulators in France are the Autorité des Marchés Financiers (“AMF”), which is the French financial 

market regulator, and the Autorité de Contrôle Prudentiel et de Résolution (“ACPR”), which is the principal French 

insurance regulator.  

Name of supervisory authority Contact details Entities in scope 

Autorité de Contrôle Prudentiel et de 

Résolution (ACPR) 

Autorité de Contrôle Prudentiel et de 

Résolution 

4 Place de Budapest 

CS 92459 

75436 Paris Cedex 09 

SCOR SE 

 

Prudential Regulation Authority 

(PRA ) 

Prudential Regulation Authority 

20 Moorgate 

London, EC2R 6DA 

SCOR UK 

Financial Conduct Authority (FCA) 

Financial Conduct Authority 

12 Endeavour Square 

London E20 1JN 

SCOR UK 

The Office of the Superintendent of 

Financial Institutions (OSFI) 

 

 

 

 

 

 

255 Albert Street,  

Ottawa 

Canada K1A 0H2 

SCOR Insurance – Canadian 

Branch. 

 

 

A.1.1.3 STATUTORY AUDITORS 

Auditors for SCOR UK are as follows: 

Name 

 

Mazars LLP 

Tower Bridge House 

St Katharine's Way London 

E1W 1DD 

United Kingdom 
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A.1.1.4 SIGNIFICANT SHAREHOLDERS 

SCOR (U.K.) Group Limited (SCOR UK Group) is the immediate parent company of SCOR UK Company Limited (74% 

of control and interest). SCOR UK Group is domiciled in the United Kingdom. SCOR Services UK Limited holds the 

remaining 26% of control and interest in SCOR UK and is also domiciled in the United Kingdom. 

The ultimate parent company is SCOR SE, domiciled in France.  

A.1.1.5 LEGAL AND ORGANISATIONAL STRUCTURE OF SCOR UK 

The Group parent company whose stock is listed on the Euronext Paris regulated market and on the SIX Swiss Exchange 

(formerly SWX Swiss Exchange) in Zurich is SCOR SE. SCOR SE wholly owns its operating subsidiaries (excluding the 

loaned securities held by directors), including SCOR UK’s parent company, SCOR UK Group.  

On 17 November 2021 SCOR Switzerland AG sold its ownership interest in SCOR Services UK Ltd to SCOR SE.  

 

  

SCOR SE (France)

SCOR UK 

Company Ltd (UK)

SCOR U.K. Group 

Ltd (UK)

SCOR Services 

UK Ltd (UK)

SCOR Insurance –

Canadian Branch 

(Canada)
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The Group is a three-engine group driven by SCOR Global Life, SCOR Global P&C and SCOR Global Investments. The 

Group’s organizational choices were guided by the principles of mobilization of skills and expertise, operating efficiency, 

structural simplicity, clear reporting lines and balance between teams from the Group’s different entities.  

SCOR Global P&C, the Group’s Non-Life business unit, operates worldwide through the insurance and reinsurance 

subsidiaries and branches of SCOR SE in the EMEA region, including France, Spain, Italy, Switzerland, the UK, Germany, 

South Africa, Russia, the Americas region and the Asia-Pacific region, including Australia, China, India, South Korea, 

Hong Kong and Singapore.  

SCOR Global Life, the Group’s Life business unit, operates worldwide through the insurance and reinsurance subsidiaries 

and branches of SCOR SE in the EMEA region including France, Germany, the UK, Ireland, Italy, Spain, Switzerland, 

Sweden, Belgium, South Africa, in the Americas region including Canada, the US, Latin America, and the Asia-Pacific 

region including Australia, New Zealand, China, Hong Kong, Japan, Singapore, Malaysia, South Korea and India. 

SCOR Global Investments, the third business unit of the Group, operates the asset management activities of the Group. 

It is responsible for defining, implementing and controlling the asset allocation of the Group’s legal entities investment 

portfolios in a centralized manner. It is organized around two areas: the Group’s functions and a portfolio management 

company regulated by the AMF, SCOR Investment Partners SE, which manages directly the assets of many SCOR Group 

subsidiaries and manages also investment vehicles on behalf of the Group and third-party clients. 

 

A.1.2 BUSINESS DESCRIPTION 

A.1.2.1 LINES OF BUSINESS AND GEOGRAPHICAL AREAS 

The Company has not changed its risk appetite in 2021 and carried on operating mainly within the large corporate 

segments. SCOR UK has a well-diversified line of business book (property, property energy, engineering, liability, offshore, 

aviation, space). The business book is also diversified by geographical spread insuring risks globally with the main 

locations being North America, Canada, Australia, and the United Kingdom. The Company has experienced sustained 

rate improvements as well as improvements of terms and conditions across most lines of business and geographies, to 

varying degrees throughout 2021. 

SOLVENCY II LINES OF BUSINESS 

Under Solvency II, insurance and reinsurance obligations are analysed by specifically defined lines of business.  

The material lines of SCOR UK’s business are as follows: 

◼ Fire and other damage to property 

◼ Marine, aviation and transport 

◼ General liability 

For further information on SCOR UK’s underwriting and performance by Solvency II lines of business, please refer to 

section A.2 Underwriting performance. 

A.1.2.2 SIGNIFICANT BUSINESS AND OTHER EVENTS IN THE PERIOD 

Covid-19 Pandemic 

The business closed out a challenging but profitable 2021 as the Covid-19 global pandemic continued for another year. 
Although from a health standpoint, rapid deployment of vaccination campaigns in developed countries, including the UK, 
has helped mitigate against saturation of hospitals seen in the first wave in 2020. We are pleased that our people, systems 
and processes have continued to show great strength and resilience after such a long period of challenges. 

Natural catastrophes and large risk losses 

2021 has remained a year of reduced natural catastrophes and low level of large risk losses. The in-force reinsurance 

programmes have responded as expected, with recoveries on proportional and non-proportional covers. The net technical 

ratio decreased to 67.1% (69.6% as at December 31, 2020). 
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A.2 Underwriting performance 

A.2.1 UNDERWRITING RESULTS BY LINE OF BUSINESS 

Gross written premiums for the financial year ended December 31, 2021 increased by 1.9% compared to 2020 from GBP 

385 million to GBP 392 million.  

2021 has remained a year of reduced natural catastrophes and low level of large risk losses. 

In 2021, SCOR UK achieved a net combined ratio of 87.5% against 85.0% in 2020. The combined ratio movement is 

minimal year on year with the improvement in the loss ratio offset by an increased administrative expense ratio. 

  

SCOR UK As at December 31, 2021 

IFRS 
in GBP thousands 

Net technical result 
1 

Internal 
management 

expenses 2 

Net underwriting 
result 

Marine, aviation and transport insurance 3,824 (4,070) (246) 

Fire and other damage to property insurance 38,495 (9,128) 29,367 

General liability insurance 4,768 (4,625) 143 

Credit and suretyship insurance (3,399) (245) (3,644) 

Non-proportional casualty reinsurance (394) (765) (1,159) 

Non-proportional marine, aviation, transport reinsurance 255 (672) (417) 

Non-proportional property reinsurance 5,429 (4,915) 514 

Other 60 (128) (68) 

Total 49,038 (29,316) 19,722 

 

¹ In net technical result, claims expenses (ULAE) are reclassified from claims to expenses 

² Includes all management expenses 

 

Net technical result of SCOR UK amounted to GBP 49.0 million as of December 31, 2021. 

 

SCOR UK As at December 31, 2020 

IFRS 
in GBP thousands 

Net technical result 
1 

Internal 
management 

expenses 2 

Net underwriting 
result 

Marine, aviation and transport insurance 1,908 (2,354) (447) 

Fire and other damage to property insurance 13,366 (7,625) 5,741 

General liability insurance 8,304 (3,791) 4,513 

Credit and suretyship insurance 872 (578) 294 

Non-proportional casualty reinsurance (1,197) (1,036) (2,232) 

Non-proportional marine, aviation, transport reinsurance 1,463 (381) 1,082 

Non-proportional property reinsurance 21,173 (4,672) 16,501 

Other 276 (2,933) (2,656) 

Total 46,165 (23,370) 22,795 

 

¹ In net technical result, claims expenses (ULAE) are reclassified from claims to expenses 

² Includes all management expenses 

 

Net technical result of SCOR UK amounted to GBP 46.2 million as of December 31, 2020. 
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A.2.2 UNDERWRITING RESULTS BY GEOGRAPHICAL AREA 

In 2021, SCOR UK generated 56% (2020:55%) of its gross written premiums in the Americas, 29% (2020:32%) of its 

gross written premiums in the EMEA and 15% (2020:13%) in Asia. 

The following table shows the breakdown of underwriting performance by geographical areas. 

 

SCOR UK As at December 31, 2021 

IFRS 
in GBP thousands EMEA Americas Asia-Pacific Total 

Gross written premiums 112,849 218,977 60,638 392,464 

Net technical result ¹ 1,742 29,220 18,076 49,038 

Internal Management expenses ² (13,793) (12,507) (3,016) (29,316) 

Net underwriting result (12,051) 16,713 15,060 19,722 

¹ In net technical result, claims expenses (ULAE) are reclassified from claims to expenses 

² Includes all management expenses. 

 

 

SCOR UK As at December 31, 2020 

IFRS 
in GBP thousands EMEA Americas Asia-Pacific Total 

Gross written premiums 123,814 212,254 49,105 385,173 

Net technical result ¹ 7,697 20,387 18,081 46,165 

Internal Management expenses ² (9,885) (10,833) (2,652) (23,370) 

Net underwriting result (2,188) 9,554 15,429 22,795 

¹ In net technical result, claims expenses (ULAE) are reclassified from claims to expenses 

² Includes all management expenses. 

 

A.3 Investment performance 

A.3.1 INVESTMENT INCOME AND EXPENSES 

SCOR UK is fully embedded in the SCOR Group Investment Management process. For more details, please see section 

A.3 – Investment performance of the SCOR Group SFCR at www.scor.com. 

A.3.1.1 INVESTMENT INCOME AND EXPENSES BY ASSET CLASS 

SCOR UK’s portfolio positioning is risk averse as a result of the Company’s decision to focus on underwriting risks and 

limit other risks such as market risks. The invested assets portfolio is mainly invested in corporate and government bonds. 

The duration of the fixed income portfolio has decreased to around 1.9 years (from 2.1 years) and the average rating has 

remained stable at AA-. 

 

SCOR UK 

2021 

 

IFRS 
in GBP thousands 2020 

Investment revenues on invested assets 4,300 5,654 

Investment revenues on fixed income 4,273 5,581 

Investment revenues on others 27 73 

Interest on deposits  185 379 

Interest income on funds withheld and contract deposit 320 415 

Interest expense on funds withheld and contract deposit (135) (36) 

Realized gains/losses on invested assets 243 419 

Change in fair value of investments 2,928 (5,643) 

Total IFRS investment income net of foreign exchange 7,656 809 

Foreign exchange gain/(loss) (2,782) 5,121 

Total IFRS investment income 4,874 5,930 

Investment management expenses (368) (875) 

IFRS investment income net of investment management expenses 4,506 5,055 
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In 2021 the income before foreign exchange gain/loss was GBP 7.7 million on the overall invested assets portfolio.  

Total investment income net of management expenses stands at GBP 4.5 million as at December 31, 2021.  

The foreign exchange impact for the year is GBP -2.8 million. SCOR UK has followed the group process of hedging 

material currency imbalances each quarter (see section C.3.2.3 – Management of currency risk).  

 

A.3.2 INVESTMENT GAINS AND LOSSES RECOGNISED IN EQUITY 

SCOR UK has posted an unrealized loss in the invested assets, mainly due to the changes in interest rates.  

 

SCOR UK   
 
in GBP thousands 2021 2020 

Fixed income (7,240) 5,380 

Total (7,240) 5,380 

 

A.3.3 SECURITISED INVESTMENTS 

The table below presents information on the type of securitised investments held within the Company: 

 

SCOR UK 
As at December 31, 2021 
in GBP thousands AAA AA A BBB 

<BBB 
and non-

rated Total 

Market to 
Book 

Value % 

Assets-backed securities - - - - - - 0% 

Collateralized loan obligations - - - - - - 0% 

Collateralized debt obligations - - - - - - 0% 

Collateralized mortgage obligations - - - - - - 0% 

Mortgage-backed securities - - - - - - 0% 

Agency CMBS - - - - - - 0% 

Agency RMBS 843 - - - - 843 104% 

Non-agency CMBS - - - - - - 0% 

Non-agency RMBS - - - - - - 0% 

Total  843 - - - - 843 0% 

 

 

SCOR UK 
As at December 31, 2020 
in GBP thousands AAA AA A BBB 

<BBB 
and non-

rated Total 

Market to 
Book 

Value % 

Assets-backed securities - - - - - - 0% 

Collateralized loan obligations - - - - - - 0% 

Collateralized debt obligations - - - - - - 0% 

Mortgage-backed securities - - - - - - 0% 

Agency CMBS - - - - - - 0% 

Agency RMBS 1,400 - - - - 1,400 0% 

Non-agency CMBS - - - - - - 0% 

Non-agency RMBS - - - - - - 0% 

Total  1,400 - - - - 1,400 0% 

 

A.4 Performance of other activities and any other 
information  

No material income and expense was incurred by SCOR UK over the reporting period other than income presented above 

in sections A.2 Underwriting performance and A.3 Investment performance. 
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A.5 Any other information 

COVID-19 PANDEMIC 

The Company has performed an analysis of its portfolio of insurance contracts to determine the exposure to Covid-19 

losses and has concluded that whilst the full impact is unknown, on its current analysis adequate provision has been 

made for future loss development within its reserves. The Company also notes that the adoption of appropriate 

exclusionary language in polices issued since the pandemic began. It should be noted that the full impact of the Covid-

19 crisis on the Company’s business and future results cannot be accurately assessed, in particular given the uncertainty 

related to the evolution of the pandemic, to its effects on health and on the economy, and to the possible effects of future 

governmental actions or legal developments in this context.  

For more details about the impact of COVID-19 please see section A.5 – Any other information of the SCOR Group SFCR 
at www.scor.com. 
 

RUSSIA & UKRAINE SITUATION 

Subsequent to the year end the conflict between Russia and Ukraine, with its recent military escalation, could lead to 

potential future claims from insurance and reinsurance contracts issued by the Company. There is also significant 

uncertainty about the potential impact of the conflict on the global economy. The main risks are related to the uncertain 

geopolitical and economic environment, particularly with regards to the future development of economic growth, interest 

rates and inflation, due to the current geopolitical tensions. Economic uncertainties amplified by geopolitical trends have 

the potential to negatively impact the global economy and trade. 

 

The Company’s future results could be affected by these developments. Based on currently available information in this 

evolving situation, we are unable to make an estimate of the financial effect; however, the Directors have assessed the 

main risks and have concluded that existing uncertainties do not cast significant doubt upon the Company’s ability to 

continue as a going concern. 

 

OTHER EVENTS 

The Company has been engaged in a contractual dispute with a significant client for several years, which was the subject 

of a formal arbitration. Immediately prior to the commencement of the arbitration hearing, the Company agreed to 

participate in a formal mediation – which did not result in a settlement.  

 

Settlement discussions continued and early in the arbitration proceedings, in early March 2022, the Company was able 

to reach a commercial resolution of the dispute. 

 

The 2021 figures as presented in this report reflect the material financial impact of this settlement even though the 

agreement was reached after that date. Certain immaterial items have not been adjusted. 
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B.SYSTEM OF GOVERNANCE 

B.1 General information on the system of 
governance 

B.1.1 GENERAL GOVERNANCE PRINCIPLES 

The Board of Directors of SCOR UK aims to achieve as high a standard as possible in its governance framework and 

aligns itself as closely as is possible with the structures and framework established within the SCOR Group. 

SCOR has an objective of excellence with regards to governance as it contributes to reaching its strategic objectives and 

to ensuring an appropriate management of risks.  

The governance of the SCOR Group derives from the following objectives:  

◼ compliance with applicable laws in the countries where it operates, and especially, for SCOR SE, with the French 

Commercial Code, the French Monetary and Financial Code, the AMF Regulation and the French Insurance 

Code;  

◼ pragmatism, simplicity and operating efficiency, allowing for timely and effective decision-making and cost 

effectiveness;  

◼ clear allocation of roles and responsibilities, including clear reporting lines and accountability;  

◼ checks and balances;  

◼ fostering of cooperation, internal reporting and communication of information at all relevant levels of the Group;  

◼ robust management and internal control leveraging on the consistent application of policies, guidelines, 

procedures and tools such as IT systems;  

◼ mobilisation of skills and expertise;  

◼ balance between a strong governance at Group level involving a global vision and global steering of the business 

and of risk management, and empowerment of local Boards and management teams, allowing for local 

specificities to be taken into account;  

◼ multicentricity, with Group functions being carried out in other geographical locations than Paris in order to 

benefit fully from the competencies within different locations;  

◼ efficient flowing of information bottom-up and top-down.  

◼ SCOR UK is fully integrated into the group and business unit organisational structure of the SCOR Group. For 

more information on the SCOR Group please refer to the Group SFCR on www.scor.com. 

B.1.2 LEGAL STRUCTURE AND FUNCTIONAL ORGANISATION OF SCOR UK 

Legal structure of the company 

SCOR UK is incorporated in England, under registered number 01334736 and its registered office is at 10 Lime Street, 

London EC3M 7AA (“the Company”). 

As a consequence, SCOR UK is subject to English law and regulations (including but not limited to the Financial Services 

and Markets Act 2000, the Rulebooks of the PRA and the FCA) and is supervised by the PRA and the FCA.  

The Company has been authorised by the PRA and the FCA to operate: 

◼ within the UK.  

◼ in other countries where the Company has obtained licences to write insurance and reinsurance business or 

where operating in reinsurance is not subject to licence. 

SCOR UK’s Canadian Branch, known as SCOR Insurance - Canadian Branch, is regulated by the OFSI and authorised 

to operate in Canada.  

SCOR UK is also authorised to write surplus lines in all US States and Territories.     

B.1.3 GOVERNANCE STRUCTURE 

B.1.3.1 THE CORPORATE GOVERNANCE MODEL FOR SCOR UK 

The corporate governance framework for SCOR UK is centered on the Board, who have the ultimate authority at the UK 

regulated entity level, for ensuring that the regulated firm is managed in accordance with main stakeholder instructions, 

SCOR UK Board approved strategy and legal and regulatory requirements.  Authority lies jointly and severally with the 

Board collectively and not with any specific individual. 
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The governance framework consists of the following: 

◼ The Board of Directors; 

The Board develops and implements strategy, measures and manages business performance, develops and 

implements internal control and risk management framework and ensures that the business is managed within 

the risk appetite it has established. The Board is assisted by the various Committees of the Board, as detailed 

under A.1.3.2 below. 

◼ Risk, Capital and Compliance Committee; 

The Risk, Capital and Compliance Committee provides oversight of the management of risk by the Board 

(supported by the Compliance and Risk Functions). 

◼ Audit Committee; 

Independent and objective assurance over the effectiveness of control system is provided by Group Internal 

Audit (“GIA”) with oversight by the Audit Committee.  

 

Maintenance of the Corporate Governance Framework 

The Board undertakes to review the effectiveness of the corporate governance framework to ensure that it remains 

effective and complies with regulatory requirements.  The review includes the following: 

◼ Specific and annual effectiveness review; 

◼ The Board performs an annual review of the corporate governance framework.  This ensures their confidence 

in the framework, and fulfils their role in ensuring the effectiveness of the corporate governance framework.  Any 

weaknesses found are acted upon and resolved; 

◼ Redefine the framework where necessary; 

◼ It is the Board’s responsibility, through whichever method it chooses, to improve continuously the corporate 

governance framework.  Action may be delegated to a committee, an individual or executed by the Board itself; 

◼ Regular monitoring of the robustness of the system of corporate governance. 

The Board regularly monitors the corporate governance framework, including the Governance Map and Committee Terms 

of Reference. 

B.1.3.2 THE BOARD OF DIRECTORS AND BOARD COMMITTEES 

Composition of the Board  

Ultimate authority at SCOR UK for ensuring that the Company is managed in accordance with the expectations and 

requirement of the main stakeholder, SCOR Group, rests with the SCOR UK Board of Directors, which as per Section 

B.1.4 is the aligned Board. 

SCOR UK has determined that the composition of the Board comprises of: 

◼ Chairman; 

◼ Chief Executive Officer; 

◼ Executive Director; 

◼ Internal Non-Executive Directors;  

◼ External (Independent) Non-Executive Directors; and 

◼ Company Secretary in attendance. 

Where appropriate, the above Directors have been allocated a Senior Insurance Management Function (SIMF) as 

required by the Senior Managers Certification Regime (SM&CR)  which allocates personal accountability for their area of 

responsibility. Other senior Executives have been allocated SMF roles and will also hold personal accountability for their 

area of responsibility. 

The Directors of the Board and other Executive SMFs provide the Board with expert input and advice in relation to their 

area of responsibility and are directly involved in the setting of strategic objectives and overall risk appetite. 

In addition, Directors may also have separate executive roles.   

The collective responsibilities of the Board are detailed in the Aligned Board Terms of Reference (Board TOR). 

Structure and organisation of the Board 

The competencies, duties and responsibilities of the Board of Directors of the Company (the Board of Directors) are 

determined by applicable English laws and regulations, the Articles of Association of the Company and the Board TOR.  

As more precisely set out in the Fit and Proper policy, no person can be appointed as a member of the board if he/she 

has not fulfilled fit and proper requirements including: 
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◼ Relevant professional qualifications, knowledge and experience, combining a broad set of skills and experience 

adequate to enable sound and prudent management 

◼ Proof of good repute and integrity 

◼ Completed “Fit and Proper Test” set out and monitored by the FCA and the PRA (based on the following issues: 

honesty, integrity and reputation; competency and capability; and financial soundness). 

The members of the Board are responsible for electing a Chairman of the Board.  

The Board of Directors is responsible for considering the appropriateness of the committee structure and may create any 

committee(s), whether ad hoc or permanent, assisting the Board of Directors in the preparation and examination of 

selected matters. The Board of Directors appoints and dismisses the members of such committee(s) as it deems fit. 

Committees’ composition and organisation are set out in the appropriate Terms of Reference. 

Duties of the Board of Directors of the Company 

The Board of Directors is a collegial body whose main duties and responsibilities comprise: 

◼ Strategy and performance 

- determining the orientations of the Company’s business; 

- ensuring that the corresponding strategy is implemented throughout the business;  

- monitoring management's performance; 

- addressing any subject related to the Company’s performance and making the necessary business 

decisions; 

- reviewing and approving any policies and procedures, guidelines and limits of authority, and 

regulations issued by SCOR Group if they are appropriate for SCOR UK; 

- setting and approving the policies for SCOR UK’s activities and monitoring their implementation; 

- ensuring that the policies implemented by SCOR UK are consistent with SCOR Group's policies; 

◼ Duties and responsibilities arising out of Solvency II regulations and the PRA / FCA Handbook including but not 

limited to: 

- appointment and dismissal of key function holders and SIMFs; 

- maintaining a sound system of internal control as an essential element of corporate governance; 

- approval of the Solvency and Financial Condition Report (SFCR) and Regular Supervisory Report 

(RSR) prior to its submission to the PRA; 

- approval of the ORSA report prior to its submission to the PRA. 

◼ Reviewing and approving the delegated powers to specific individuals on an annual basis to ensure they remain 

appropriate for SCOR UK. 

◼ Compliance and legal environment 

- monitor compliance with the laws, regulations and administrative provisions including those adopted 

pursuant to the Solvency II Directive (which are subject to HM Government review); 

- monitor possible impacts of changes in the legal environment on the operations of SCOR UK. 

◼ Reserving 

- be informed of the reliability and adequacy of the calculation of technical provisions by the actuarial 

function. 

◼ Reporting Procedures 

- be provided with information, to be supplied in a timely manner, which is in a form and of a quality 

appropriate to enable it to discharge its duties; 

- obtain information from relevant sources including Board Committees, executive reports and external 

advice. 

◼ General Reporting 

- determine the current status of SCOR UK; 

- determine factors that influence SCOR UK’s ability to continue to operate in a satisfactory manner; 

- determine the plans in place to mitigate, or avoid, material events that may prevent the Company from 

operating satisfactory; 

- obtain information from relevant sources including, but not limited to, Board Committees, executive 

reports and external advice. 

◼ Other responsibilities 



SCOR UK – Solvency and Financial Condition Report YE 2021 

19 

- deliberate on all issues concerning the proper running of the Company, which are not otherwise 

delegated to the CEO, or any other corporate body, either in terms of (i) the issue as such or (ii) the 

level of authority granted; 

- require from Management any information the Board of Directors deems necessary to carry out its 

roles and responsibilities. 

As and when necessary, the Board can delegate authority to its Chairman, the Chief Executive Officer or any special 

delegate to implement its decisions.  

Executive Management 

The Board considers and approves the Controlled Functions and SM&CR requirements as required by the PRA/FCA and 

responsibility for these are allocated to suitably skilled individuals in line with PRA/FCA guidelines and procedures. 

The Board considers and approves the line management structure in operation at SCOR UK. 

The Board considers and approves policies and procedures relating to key functions of the business. 

BOARD OF DIRECTORS’ COMMITTEES 

As previously documented, the Board became fully aligned with its sister Company in the UK., The Channel Managing 

Agency Limited (“TCMA”) during 2020. This alignment extends, where relevant, to the Committees of the Board in order 

to create efficiencies and streamline the governance process. The  Board of Directors has established  eight Committees 

and one sub-Committee in order to examine specific topics, to prepare the Board’s proceedings and to make 

recommendations to it.  

Certain individuals and committees may have authority delegated to them in order that they may monitor and oversee 

specific aspects of the business without further reference to the Board or the Chief Executive Officer. 

Audit Committee – per section B.1.4, as noted above this is an aligned Committee 

The Board has established an Audit Committee to oversee the financial reporting process, the system of internal control 

over financial reporting, the audit process, and the SCOR UK process for monitoring compliance with laws and regulations. 

Risk, Capital & Compliance Committee – per section B.1.4 as noted above, this is an aligned Committee. 

The Board has established a Risk & Compliance Committee to review and report on the adequacy of risk management 

and compliance within SCOR UK. 

Reserving Committee - as noted above, this is an aligned Committee  

The Reserving Committee has been established to make recommendations regarding appropriate reserving levels for 

SCOR UK 

Reinsurance Committee - as noted above, this is an aligned Committee 

The Reinsurance Committee has been established to make recommendations regarding the suitability of reinsurance 

programmes and to monitor the on-going suitability of reinsurers. 

Product Oversight Committee - as noted above, this is an aligned Committee 

The Product Oversight Committee has been established to support the Board in the management of conduct risk. 

Executive Underwriting Committee - as noted above, this is an aligned Committee 

The Executive Underwriting Committee has been established to support the Board in the monitoring underwriting 

performance and the underwriting control environment. 

Investment Committee 

The Board has established an Investment Committee to monitor, and where necessary direct, the investment activities of 

the investment manager in relation to the Company’s investment portfolio. 

Management Committee 

The Board has established a Management Committee to review and report various areas of the business.   

The Management Committee has established one sub-Committee as follows: 

◼ Canadian Branch Management Committee 

To ensure that Management have appropriate oversight and understanding of the branch a Committee has been 

established to monitor all relevant matters and to ensure that internal controls meet the expectations of SCOR 

UK and the UK and Canadian regulators. 

B.1.3.3 THE CHAIRMAN AND CHIEF EXECUTIVE OFFICER 

Chairman of the board 
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In addition to his function as a member of the Board of Directors, the Chairman of the Board shall notably: 

◼ organise and prepare the meetings and resolutions of the shareholders as well as call, organise and prepare 

the meetings and resolutions of the Board of Directors; 

◼ preside over the meetings of the Board of Directors; 

◼ organise and conduct the work of the Board of Directors;  

◼ ensure the functioning of the committees of the Board of Directors, if any, and the fulfilment of tasks by Board 

members; 

◼ ensure the close cooperation between the Board of Directors and the Board Committees; 

◼ inform immediately the Board of Directors of all incidents, questions and developments of extraordinary 

importance for the Company; 

◼ inform appropriately the Board of Directors on reports, proposals, information and other communication received 

from the CEO, or any other delegate of the Board of Directors including key function holders;  

◼ be entitled, but not obliged, to attend meetings of any Committee of the Board of Directors in an advisory function, 

and to inspect the files of the Committees of the Board of Directors. 

Chief Executive Officer (“CEO”) 

The CEO is an actual person and may be chosen within the members of the Board of Directors or outside of the Board of 

Directors. 

The CEO has the widest possible powers to act in the name of the Company under all circumstances. He is granted all 

necessary authority by the Board of Directors to fulfil the functions and tasks in conjunction with the general management 

of the Company. His exercise of such powers and authorities shall be limited to the corporate purpose of SCOR UK and 

be subject to the powers specifically conferred to the Board of Directors as per any prevailing legal or regulatory provisions, 

the Articles of Association or the Organisational Framework. 

The CEO is entitled to delegate any of his powers vested in him to any member of the Management Team or any other 

specific person from time to time. Directors and senior managers are responsible for cascading information about strategy 

and policy down to their direct reports, who cascade the information further – to their direct reports and so on throughout 

the organisation’s hierarchy.  In turn, the lower levels of the organisation report to and are accountable to the higher levels 

of the organisation. 

The CEO is responsible for the definition and implementation of the strategy and objectives of SCOR UK in line with the 

overall Group strategy and objectives, and exercises the general management of the entire business of the Company and 

its branch. He has overall management responsibility for the organisational, operational and financial performance of 

SCOR UK and represents the Company at all times towards third parties. 

To carry out the functions and tasks in conjunction with Management, the CEO is supported by the Management Team 

or any member thereof and/or one or more specific Board Committees. 

The CEO shall be responsible for documenting any decisions concerning SCOR UK, i.e. with a material impact on the 

Company’s strategic, organisational position or with a material financial or balance sheet impact, based on the Four Eyes 

Principle. 

B.1.3.4 FIT AND PROPER REQUIREMENTS 

The SCOR Group commits to high “fit and proper” standards, and is committed to having “the right person in the right 

place” to conduct business.  

The SCOR Group Fit and Proper Policy defines standards adapted to the category of work performed by each individual 

and this Policy has been adopted by SCOR UK. 

The members of the Board of Directors, the CEO, and the Management Team members, where appropriate, and persons 

that hold Key Functions, SIMFs shall fulfil at all times the requirements of the SCOR Fit and Proper Policy, see section 

B.2 Fit and proper requirements: 

◼ their professional qualifications, knowledge and experience are adequate to enable sound and prudent 

management (fit); and 

◼ they are of good repute and integrity (proper). 

Notification requirements to the relevant regulatory bodies are applicable to Members of the Board of directors, persons 

who effectively run the Company, SIMFs and Key Function holders. 

B.1.3.5 KEY FUNCTIONS 

The Solvency II Directive defines four key governance functions as part of a company’s system of governance. These 

governance functions contribute to the implementation of an effective system of governance that provides for sound and 

prudent management.  
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These functions are the following:  

◼ Risk Management;  

◼ Compliance;  

◼ Internal Audit;  

◼ Actuarial.  

Key functions may be outsourced to other entities, as and in accordance with the rules laid out in the Group Outsourcing 

Policy and with prevailing local legal and regulatory provisions. Refer to section B.7 – Outsourcing for further details. 

Roles and Responsibilities  

Risk Management function 

The main roles of the Risk Management function are to: 

◼ help to steer SCOR UK’s risk profile, in line with its risk appetite framework; 

◼ maintain, develop and monitor effectiveness of the risk-management system, in accordance with the defined 

objectives, through the definition of consistent strategies, processes and reporting procedures related to 

identification, measurement, monitoring, management and reporting on the risks faced by the Company; 

◼ implement the ORSA; 

◼ spread a risk aware culture / improve knowledge of risks; 

◼ ensure regulatory compliance in relation to risk and capital management. 

For further information on SCOR UK’s risk management function and risk management system, refer to section B.3. Risk 

management system including the ORSA. 

Compliance function 

The main roles of the Compliance function are to: 

◼ promote SCOR UK’s compliance with applicable laws and regulatory requirements, through policies, guidelines 

and procedures, and enhanced staff awareness; 

◼ assess the possible impact of any changes in the legal environment on the business; 

◼ advise the Board of Directors and CEO on compliance with the laws, regulations and administrative provisions, 

in particular with regulations adopted pursuant to the Solvency II directive; 

◼ identify and assess compliance risk; 

◼ monitor risk mitigating processes and procedures: 

- list compliance related internal controls 

- develop the compliance plan 

◼ investigate and report on compliance breaches notified. 

For further information on SCOR UK’s Compliance function, refer to B.4 Internal Control System.  

Internal audit function 

The main roles of the internal audit function are to: 

◼ assist the Audit Committee in providing independent, objective assurance and consulting activities that are 

designed to add value and improve an organisation’s operations; 

◼ report to the Audit Committee, the Board of Directors and the CEO any findings and recommendations arising 

from its investigations; 

◼ ensure that SCOR UK has highly effective procedures, and controls its risks, and inform the senior managers 

and heads of operating and functional units of any unsatisfactory conditions or risks; 

◼ advise the managers of various units on setting up their internal control systems, allowing them to control their 

risks and procedures; 

◼ keep an eye on the relevance and the implementation of control procedures by the various operating units within 

the undertaking; 

◼ make proposals when the organisation lacks sufficient control of risks and / or costs; 

◼ improve and spread a culture of internal controls aimed at managing risks more effectively and emphasizing 

effective control procedures; 

◼ ensure the effective and timely implementation of its recommendations. 

For further information on SCOR UK’s internal audit function, refer to section B.5 Internal Audit. 

Actuarial function 
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The main roles of the actuarial function are to: 

◼ coordinate and supervise the calculation of technical provisions; 

◼ report to the CEO and Board on the reliability and adequacy of the calculation of technical provisions, including 

the quality of data used in the calculation; 

◼ express an opinion on the overall underwriting policy and on the adequacy of reinsurance arrangements; 

◼ contribute to the implementation of the risk management system, in particular on risk modelling for the 

calculation of the solvency capital requirements and for the ORSA. 

For further information on SCOR UK’s Actuarial function, refer to section B.6 Actuarial function. 

 

Free from influences 

The key functions carry out their duties in an objective, fair and independent manner. They are free from any influence 

that could impair the exercise of their mission.  

With the exception of the Internal Audit Function which has a separate reporting line, the key functions operate under the 

ultimate responsibility of the Chief Executive Officer, through their management lines.  

Each of the key function holders have a sufficiently high rank in the organisation and is in a position to conduct his/her 

activities in an independent manner. The standing and the authority of the key function holders in the main management 

governing bodies of relevance in their role allow them to execute their mission with the required level of independence. In 

addition, the key function holders have regular interactions with Board members and with the persons effectively running 

the company. 

Access to the Board  

The key function holders are heard at least once a year by the Board of Directors of SCOR UK, or one of its specialised 

Committees.  

Besides, the Board of Directors of SCOR UK and its specialised Committees may hear the key function holders at their 

discretion, upon request from their respective Chairmen.  

Designation, fit and proper requirements and notification requirement  

SCOR UK’s key function holders are designated by the Board of SCOR UK. They are subject to specific fit and proper 

requirements which are set out in the Fit and Proper Policy (see section B.2 – Fit and proper requirements). Upon 

designation, key function holders are notified to the PRA.  

Access to information 

Key function holders are able to communicate on their own initiative with any staff member and to obtain access to any 

relevant information to carry out their responsibilities. In the event key function holders face difficulties in accessing 

relevant information, they shall refer the issue to the CEO of SCOR UK for arbitration.  

Interactions with other key functions  

For further information on these interactions, refer to the respective dedicated sections below, in particular section B.3 – 

Risk management system including the Own Risk and Solvency Assessment (ORSA), section B.4 Internal Control System 

and Compliance function, section B.5 Internal Audit and section B.6 Actuarial function. 

B.1.4 MATERIAL CHANGES IN THE GOVERNANCE IN 2021 

There have been no material changes in governance during 2021, beyond the further alignment of  the Board and main 

Committees of the Board with its sister Company in the UK, TCMA, during 2020, as set out in A.1.2 above. As documented 

previously, one of the key objectives of the alignment is to create efficiencies and streamline the process by holding joint 

meetings. There are common Directors in place and a common Chairman which will ensure the interests of both 

Companies are fully protected and can be better aligned with Group strategic objectives. 

B.1.5 MATERIAL TRANSACTIONS WITH SHAREHOLDERS, PERSONS WHO EXERCISE A SIGNIFICANT 
INFLUENCE OR WITH MEMBERS OF THE AMSB 

B.1.5.1 MATERIAL TRANSACTIONS AT SCOR UK LEVEL 

Material transactions with shareholders 

As set out in section A.1.1.4, SCOR UK Group is the immediate parent company of SCOR UK (74% of control and interest) 

while SCOR SE is the ultimate parent company.   

SCOR UK has a business relationship with SCOR SE, including: 

◼ Parental guarantee agreement with SCOR SE, guaranteeing SCOR UK’s payment obligations under its 

reinsurance contracts 
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◼ Various outsourcing agreements relating to the provision of services including investment management services. 

For more information on transactions with SCOR UK Group, SCOR Services UK Limited, The Channel Managing Agency 

Ltd and SCOR SE refer to Note 15 in SCOR UK’s 2021 Financial Statements. 

Material transactions with members of the AMSB (Administrative Management Supervisory Board) 

As described in section B.1.3, SCOR UK’s Board is composed of Executive Directors, Non-Executive Directors employed 

by the SCOR Group and Independent Non-Executive Directors.  

Independent Non-Executive Directors’ (INED’s) fees are a fixed sum of GBP 20,000 annually payable in four equal 

instalments. There is also a fixed fee for those INEDs who hold additional responsibilities, including chairing a Committee 

of the Board and / or hold the role of Senior Independent Director, also payable in four equal instalments. The final 

component is based on an amount equal to GBP 750 per hour for time spent at the Board or Committee meeting they 

attend. These are paid by a fellow group undertaking and recharged to the Company under a service agreement. The 

costs are allocated equally between SCOR UK and TCMA to reflect the role of the aligned Board and Committee structure. 

The members of the SCOR UK Board who are employees of the SCOR Group do not receive directors’ fees in respect of 

their directorships.  

Material transactions with persons who exercise a significant influence 

Related party transactions according to the IFRS accounting standard IAS 24  

Parties are considered to be related if one party has the ability to directly or indirectly control the other party or exercises 

significant influence over the other party in making financial or operational decisions. 

SCOR UK’s related parties include:  

- Key management personnel, close family members of key management personnel, and all entities which are 

controlled, significantly influenced by, or for which significant voting power is held by key management personnel 

or their close family members; 

- Associates. 

SCOR UK has several business relationships with related parties, in addition to those with SCOR SE as noted above. 

Transactions with such parties are made in the ordinary course of business and on substantially the same terms and 

conditions as those prevailing at the same time for comparable transactions with other parties.  

For more information on transactions with related parties refer to Note 15 in SCOR UK’s 2021 Financial Statements. 

Transactions with key management personnel 

Key management personnel are those individuals having responsibility and authority for planning, directing and controlling 

the activities of SCOR UK. SCOR UK considers that members of the Board constitute key management personnel for the 

purposes of IAS 24. 

B.1.6 COMPENSATION POLICY AND PRACTICES REGARDING THE MEMBERS OF THE ADMINISTRATIVE, 
MANAGEMENT OR SUPERVISORY BODIES AND EMPLOYEES 

SCOR UK conforms to the Group Compensation Policy. All employees governed by the policy are employed by Group 

undertakings other than the Company and their services provided to the Company under various service agreements. 

B.1.6.1 COMPENSATION POLICY OF THE MEMBERS OF THE BOARD OF DIRECTORS 

Within SCOR UK, INED directors’ fees are charged partly in one fixed sum of GBP 20,000 annually, payable in four equal 

instalments at the end of each quarter.  There is also a fixed fee for those INEDs who hold additional responsibilities, 

including chairing a Committee of the Board and / or hold the role of Senior Independent Director, also payable in four 

equal instalments at the end of each quarter. The final component is based on the effective presence of the directors at 

the meetings of the Board of Directors and of its Committees, in an amount equal to GBP 750 per hour spent at each 

Board or  Committee meeting they attend.  

No direct retirement contribution or commitment has been paid or made for the benefit of the directors. 

B.1.6.2 GENERAL PRINCIPLES OF THE GROUP COMPENSATION POLICY  

SCOR pursues a human capital policy that is in line with the Group’s Corporate Values, strategic plan and risk appetite. 

SCOR is committed to: 

◼ maintaining a compensation policy that is fully in line with its controlled risk appetite and discourages taking 

excessive risks; 

◼ aligning management incentives with shareholder value objective;  

◼ having an innovative compensation policy which meets the long-term horizon that is part of SCOR’s internal 

model; 
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◼ motivating and retaining its pool of talent and having a Compensation Policy aligned to human capital 

development;  

◼ fully complying with the regulations and guidelines defined by regulators as regards the compensation policy. 

In order to achieve such objectives, SCOR has established a very structured and transparent compensation policy, within 

an overall framework. It is reviewed and submitted to the unique Compensation Committee since 1st July 2021 and then 

to the Board of Directors for approval at least annually. It was last updated in July 2021. 

The Compensation Committee’s competencies focus on the compensation of the Chairman and on the compensation of 

the CEO. It is informed of the compensation of the Group Executive Committee and of Group Key Function Holders. In 

addition, it makes recommendations to the Board regarding the approval of SCOR’s share award and option programs. 

This Committee is, as a rule, composed of a majority of independent directors. 

SCOR has established a “Partners”(2) program. This program which is specific and selective includes information sharing, 

career development and compensation schemes. There are four main Partner levels: Associate Partners (AP), Global 

Partners (GP), Senior Global Partners (SGP), and Executive Global Partners (EGP). Partners represent around 25% of 

the global workforce. The Company has a formal and carefully designed procedure for appointing and promoting Partners. 

Appointments take place every year during an Executive Committee meeting. Candidates must have consistently 

demonstrated their skills, leadership and commitment in the past. As December 31, 2021, the proportions of partners by 

level is as follows: EGPs: 2%, SGPs: 7%, GPs: 29%, APs: 62%. 

B.1.6.3 MAIN COMPONENTS OF THE COMPENSATION BY STAFF CATEGORY - PERFORMANCE CRITERIA 

Overall compensation components 

Staff member category 

Fixed 

compensation 

 

Variable 

compensation  

in cash 

Share-based 

plans  Pension plan 

Chairman of the Board ✓ ✓ NA NA 

Chief Executive Officer (1) ✓ ✓ Free shares, Stock 

options, LTIP 

✓ 

Group Executive Committee 

members (2) 

✓ ✓ Free shares, Stock 

options, LTIP 

✓ 

Partners ✓ ✓ Free shares, Stock 

options(4) LTIP 

✓ 

Non partners ✓ ✓ Free shares ✓ 

(1) As a member of the Board of Directors, the Chief Executive Officer receives any compensation in contrary as the other members of the Board of Directors 

(2) The Executive Committee includes the CEOs of SGP&C and SGL, who are the persons effectively running the Group and SCOR SE, SGP&C and/or SGL in 
addition to the CEO of SCOR SE. Executive Committee members do not receive compensation in respect of their directorships in companies in which SCOR 
holds more than 20% of the capital 

(3) Long Term Incentive Plan (LTIP) 

(4) Only Executive Global Partners and Senior Global Partners are awarded stock options 

 

Depending on the country, employees also benefit from other benefits such as health coverage and profit sharing. 

Fixed compensation 

As a global Group with three Hubs located in the world’s major financial centers, SCOR pays attractive base salaries in 

order to be a competitive player on the job market and attract talent. SCOR’s compensation is benchmarked against local 

markets at least every two years.  

Base salaries are set according to criteria that consider a variety of factors, such as conditions on the local labor market, 

education and professional experience before joining SCOR, expertise acquired, and the present position and 

responsibilities of the employee.  

SCOR reviews base salaries on a yearly basis to reward individual performance as well as when new responsibilities are 

taken on by the job holder. An inflation adjustment is not applied automatically as a general rule and is only granted in the 

few countries where it is legally required. 

 

  

Variable compensation in cash 

 
(1) The Partners are key executives, managers, experts, and high potentials formally identified across the Group. Partners are given specific responsibilities in 

terms of significant achievements, high impact project management and leadership. Therefore, they benefit from a specific and selective program in terms 
of information sharing, career development and compensation schemes 
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Partners 

The Partners’ cash bonuses are computed on the basis of a percentage of the reference salary. This total percentage 

ranges from 20% to 100% and increases with seniority in the partnership level. The percentage has two components. The 

main component (except for EGP’s bonuses for whom the individual and collective components are split equally) is directly 

linked to the individual performance rating. The payout with respect to each component is subject to meeting certain 

requirements. The payout on the individual component can range from zero (insufficient performance) to 150% (exceeds 

expectations). The second component is collective and based on the return on equity (ROE) achieved by SCOR in the 

previous financial year. The payout on the collective component can range from zero (ROE below 30% of the target) to 

130% (ROE equal to or above 130% of the target). 

The weighting of the individual and collective components is set to better reward the achievement of individual goals at 

Associate, Global and Senior Global Partner level. Partners can also benefit from an exceptional contribution bonus (ECB) 

ranging from 0% to 50% of the individual portion of the bonus awarded as a result of a strong contribution to the success 

of strategic projects or to key strategic achievements. 

Other employees 

For employees who are not Partners, the SCOR cash bonus rewards individual performance over the previous year. The 

bonus varies from 0% to 6% of the annual base salary depending on the rating received in the individual appraisal by the 

employee’s direct superior. This scale is increased by a multiplier (2 or 3) in some locations in order to take into account 

specific local labor markets. 

Non-Partners are also eligible for the exceptional contribution bonus, ranging from 0% to 6% of the annual reference 

salary (the multiplier of two or three mentioned above does not apply to the ECB). 

Equity-based compensation 

SCOR launched the free shares and stock options programme in 2004 as a means to encourage the retention of, and 

strengthen the bond with, executives, managers and talented employees.  

Shares and options can only be granted if the Annual General Meeting of Shareholders approves the resolutions to this 

effect presented by the Board of Directors.  

By delegation of the Annual General Meeting of Shareholders, the Board of Directors determines the allocation of shares 

and stock options to key personnel within SCOR.  

In 2011 the Board of Directors decided to implement a new compensation scheme (Long Term Incentive Plan, “LTIP”) for 

selected managers and executives of the Group in order to: 

◼ Ensure retention of its key employees while extending the performance measurement period; 

◼ Involve SCOR’s key employees in the Group’s long-term development. 

Partners 

The allocation of free shares and stock options to Partners is primarily designed to retain and create loyalty amongst key 

Group employees. An allocation will not necessarily occur every year and not every Partner is guaranteed an allocation. 

The vesting of shares and options is subject to satisfying the condition of presence (three to six years depending on the 

nature of the plan) and performance conditions fully aligned with the objectives of the strategic plan (ROE and Solvency 

ratio) and a Total Shareholder Return (TSR) criterion. Moreover, beneficiaries must fully comply with the Group’s Code 

of Conduct (claw back policy) and complete a training on CSR-related topics every year. For more information on the 

performance conditions of 2021 plans, see Section 2.2.3.4 – Plans providing employee profit sharing of the 2021 Universal 

Registration Document. 

Other employees 

Performance shares can be granted individually to certain employees who are not Partners. 

Pension Plans  

While respecting national differences, SCOR offers attractive pension plans to its employees that also cover accident and 

disability in certain countries.  

Although SCOR pension plans are not aligned globally, they are set up to meet local needs and legal requirements. They 

are calibrated in such a way as to allow attractive total compensation packages. 

Generally, SCOR Group uses defined contribution pension plans. 

As is the case for all senior executives employed in France, the members of the Executive Committee who joined SCOR 

before June 30, 2008 and are employed in France are entitled to a guaranteed pension plan conditional notably upon a 

minimum five years of service with the Group, the payment of which is based on their average compensation over the last 

five years. This pension plan was closed to employees hired after June 30, 2008.  
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Executive Committee members that are not employed in France benefit from the collective pension schemes in place in 

their entity and do not have any specific plan. 

For Executive Committee members under French contracts and hired before June 30, 2008 or under a Swiss contract, 

the amount of the additional pension guaranteed by the Group varies from 5% to 50% (with a maximum growth of 5% per 

year) of the average compensation over the last five years, depending on seniority acquired in the Group at retirement, 

less any pension benefits acquired under other collective and mandatory pension schemes. Moreover, this amount may 

under no circumstances exceed 45% of the average compensation over the last five years. 

B.2 Fit and proper requirements 

In addition to the requirements set out below, SCOR UK conforms to the PRA / FCA requirements concerning Fitness 

and Propriety in addition to conforming to the regulatory requirements of the SM&CR. 

SCOR UK abides by the minimum standards set out by the PRA / FCA, SCOR UK is required to identify and apply 

Prescribed Responsibilities to those individuals who are performing key defined roles, along with a Governance Map 

highlighting these specific roles and the governance structure of SCOR UK. 

There are a number of controls in place in order to ensure the continuing obligations of the SIM&CR are met on an ongoing 

basis. SCOR UK will not permit an individual to perform a regulated role unless it is satisfied on reasonable grounds that 

the individual complies with the expected standards.  

The fit and proper standards of the SCOR Group are embedded in the SCOR Group Fit and Proper policy. These 

standards consist of fit and proper principles, and criteria to be used to assess whether a person could be considered as 

fit and proper. The policy also includes an assessment process to be complied with. The SCOR Group Fit and Proper 

Policy has been adopted by SCOR UK. These elements are further detailed below. 

B.2.1 OBJECTIVES AND GENERAL PRINCIPLES 

The SCOR Group Fit and Proper Policy, which SCOR UK adheres to, commits to high “Fit and Proper” standards. 

Standards are adapted to the category of work performed by each individual. 

A person is considered as Fit and Proper when he or she fulfils the following requirements at all times: 

◼ his or her educational background, qualifications and professional experience are adequate to enable sound 

and prudent management (fitness) and; 

◼ he or she is of good repute and integrity (propriety). SCOR assumes that an individual is proper if there is no 

obvious evidence suggesting otherwise. Some criminal, civil or disciplinary sanctions are antagonistic with 

meeting propriety requirements, with no possible remediation. Such sanctions can occur both in an individual’s 

private life and professional activities. 

Fit and proper standards must be met at all times. Triggering events may require interim reassessments between annual 

evaluations. 

B.2.2 SCOPE OF SCOR GROUP’S FIT AND PROPER PRINCIPLES 

Standards are adapted to the work performed by each individual. Fit and Proper standards are defined hereinafter for the 

following categories: 

◼ Category A: Board members (hereafter Directors) and Chief Executive Officers of legal entities subject to the 

Solvency II Directive or where the Board includes external Board members. This category also includes “persons 

effectively running the company” under the Solvency II directive; 

◼ Category B: key function holders (actuarial, internal audit, risk management and compliance) under the Solvency 

II directive; 

◼ Category C: other staff. 

Fit and Proper standards apply to each individual for the tasks assigned to them. 

Fitness standards for Board members are assessed collectively: in particular, the SCOR SE Board is deemed to be fit if, 

for each subject matter, at least one member is individually fit. 

B.2.3 FITNESS CRITERIA 

SCOR Group considers that fitness is an appropriate mix of: 

◼ relevant educational background and qualifications and; 

◼ relevant knowledge and professional experience. 

B.2.3.1 EDUCATIONAL BACKGROUND AND QUALIFICATIONS 
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Although a high quality educational background is desired, professional experience may in some cases compensate for 

education gained in fields irrelevant to SCOR’s activities. However, specific requirements may apply for selected 

individuals (e.g. Chief actuary). 

SCOR Group expects that individuals hold the following qualifications: 

Applicable to Qualification requirements 

Category A (Directors, Chief 

Executive Officer and 

“persons effectively running 

the company”) 

Master’s degree or equivalent which relates to at least to one of the following areas: 

◼ strategy or business management; 

◼ finance; 

◼ risk management; 

◼ actuarial science; 

◼ engineering; 

◼ economy; 

◼ law. 

If an individual does not meet the above, further consideration will be given to the 

individual’s professional experience (see below). 

Category B (key function 

holders) 

Master’s degree or equivalent. 

If the diploma is not related to his/her field of professional activity, further consideration 

will be given to his/her professional experience (see below). 

At Group level, the Chief Actuary, holder of the actuarial function, shall have appropriate 

formal actuarial qualifications and be a Fellow or Accredited Member of a recognised 

professional body (such as the Institute of Actuaries in France). 

Category C (other staff) Qualification criteria are defined in the HR recruitment guidelines and/or the job profiles, 

depending on the position. 

 

B.2.3.2 PROFESSIONAL EXPERIENCE 

Professional experience in a field directly relevant to SCOR’s activities or to the tasks assigned to the individuals is key. 

SCOR’s Directors, CEOs and “other persons effectively running the company” are expected to have a long-standing 

experience in their respective fields. When assessing the prior experience of an individual, consideration is given to such 

criteria: length of the former service, nature and complexity of the business where the position was held, former decision-

making powers, responsibilities and number of subordinates. 
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Each individual must demonstrate: 

Applicable to Qualification requirements 

Category A (Directors, Chief 

Executive Officer and 

“persons effectively running 

the company”) 

Board members:  

◼ a recently acquired relevant experience (within the last five years); 

◼ at least one member must have relevant knowledge and professional 

experience in each of the following fields: 

- understanding of (re)insurance markets; 

- (re)insurance company strategy and business model; 

- financial markets; 

- regulatory framework; 

- financial analysis; 

- actuarial; 

- risk management; 

- governance; 

- accounting; 

 CEOs and “other persons effectively running the company””: 

◼ a recently acquired 5 or more-year long relevant experience (within the past 5 

years): 

- in an insurance or reinsurance company; 

- in a field directly relevant to his/her field of responsibility. 

Category B (key function 

holders) 

◼ a recently acquired relevant experience (no more than 5-years old) 

◼ the Actuarial key function holder shall have an appropriate actuarial experience 

with an insurance or reinsurance company 

◼ the Risk Management key function holder shall have an appropriate experience 

of risk management in the financial industry; 

◼ the Compliance key function holder and the Internal Audit key function holder 

shall have an appropriate experience in their field of responsibility (Audit, 

Finance, Law & Compliance, Underwriting, Claims handling...). 

Category C (other staff) Professional experience criteria are defined in the HR recruitment guidelines, 
depending on the position. 

 

B.2.4 PROPRIETY CRITERIA 

B.2.4.1 PROPRIETY ASSUMPTION 

An individual may be considered as of good repute and integrity if there is no obvious evidence to suggest otherwise. 

SCOR Group ensures, using the tools described in section B.2.5 – Fit and proper assessment process, that there is no 

evidence of offences that can adversely affect the good repute and integrity of this person. If evidence is gained of past 

behaviours casting doubt on an individual’s good repute and integrity, remediation actions shall be taken as appropriate. 

SCOR Group also takes actions to prevent conflicts of interest.  

Proper considerations are relevant for all employees of an undertaking. However, any assessment needs to take into 

account their level of responsibility within the undertaking and will differ proportionately, according to whether or not, for 

example, they are “persons effectively running the company” or have other key functions. 

B.2.4.2 REMEDIATION 

Some criminal, civil or disciplinary sanctions will preclude an individual from meeting propriety requirements (e.g. 

disciplinary penalties by supervisory authorities, non-petty criminal or civil penalties related to gross misconduct in the 
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management of a company, commercial or professional activities, or related to his/her personal management such as 

money laundering, market manipulation, insider dealing and usury, any offences of dishonesty such as fraud or financial 

crime). Others may not. 

If an individual is subject to pending legal proceedings that may eventually lead to such penalties, he/she must inform the 

company concerned. 

Other circumstances than court decisions and ongoing judicial proceedings, which may cast doubt on the repute and 

integrity of the person, may also be considered (current investigations or enforcement actions, imposition of administrative 

sanctions for non-compliance with provisions governing banking, financial, securities or insurance activity, securities 

markets, securities or payment instruments). 

The following factors are taken into account to waive an impropriety ban: the seriousness of, and circumstances 

surrounding the offence, the explanation presented by the individual, the relevance of the offence to the proposed role, 

the passage of time since the offence was committed and evidence of the individual’s rehabilitation, the level of appeal 

(definitive vs. non-definitive convictions) and the person's subsequent conduct. 

B.2.4.3 TIME AVAILABILITY 

Time availability must also be ensured: individuals holding concurrently several responsibilities/roles must have 

appropriate time to dedicate to the functions under the scope of SCOR Group’s Fit and Proper policy. 

B.2.5 FIT AND PROPER ASSESSMENT PROCESS 

The assessment process shall allow SCOR Group to ensure that persons/bodies subject to Fit and Proper requirements 

fulfil the above criteria both before and after their appointment to the position under the scope of the Fit & Proper policy. 

The main stakeholders of the initial assessment process are listed below: 

Applicant to Assessor 

Board / Chief Executive 

Officer / Other “persons 

effectively running the 

company” 

◼ Board; 

◼ Corporate Secretary with the support of Human Resources for applicants who 

are also SCOR employees. 

Key function holders  ◼ Chief Executive Officer; 

◼ Human Resources; 

◼ Board. 

 

According to the applicant level, the identified assessors are in charge of: 

◼ collecting supporting documents about the applicant (e.g. CV), including the fit and proper assessment form; 

◼ deciding if the applicant complies with the “fit & proper” requirements. 

Each year, Corporate Secretary / HR department update their information with the annual fit and proper questionnaire 

collected from Directors, CEOs and other “persons effectively running the company” and key function holders. 

Furthermore, when the Corporate Secretary / HR department receives notification of any changes affecting an individual’s 

propriety, it updates the latest assessment. 

Some specific situations trigger a re-assessment of the fitness and propriety of a person: for example, reasons to believe 

that a person will impede the undertaking from pursuing the business in a way that is consistent with applicable legislation, 

reasons to believe that a person will increase the risk of financial crime, e.g. money laundering or financing of terrorism, 

reasons to believe that sound and prudent management of the business of the undertaking is at risk.

B.3 Risk management system including the Own 
Risk and Solvency Assessment (ORSA) 

The risk management principles, mechanisms and processes, described hereafter, are defined at Group level and applied 

consistently across the Group, in line with the proportionality principle, without prejudice of further and/or more stringent 

requirements from local applicable laws or regulations or policies.  

SCOR UK’s risk management system is composed of two interconnected parts: 

◼ the risk appetite framework, including risk appetite, risk preferences and risk tolerances; 
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◼ the Enterprise Risk Management (ERM) framework composed of various risk management mechanisms which 

help to ensure that the risk profile is dynamically optimised whilst remaining aligned with the risk appetite 

framework. 

As part of SCOR Group, SCOR UK has adopted the group-wide approach to risk management. 

B.3.1 RISK APPETITE FRAMEWORK 

SCOR’s risk appetite framework is an integral part of the Group’s strategic plan. It is approved by the Board of Directors 

upon the review of new strategic plans, based on recommendations from the Group’s Executive Committee and the Risk 

Committee of the Board of Directors. The Board of Directors may vary the amount and the composition of risk that the 

Group is prepared to take. 

SCOR’s risk appetite framework encompasses the concepts of risk appetite, risk preferences and risk tolerances. This 

framework is defined for the Group as a whole. Where appropriate (i.e. for material entities or where regulations require), 

legal entities have their own Board approved risk appetites, preferences and tolerances with which to comply – as is the 

case for SCOR UK. 

B.3.1.1 RISK APPETITE 

Risk appetite defines the quantity of risk that SCOR UK wishes to accept to achieve a desired level of profitability. This 

determines where SCOR UK wishes to position itself on the assumed risk-expected return spectrum, between extremely 

risk averse (low risk-low return) and extreme risk taker (high risk-high return).  

In execution of its objectives, SCOR UK’s Board has set a risk appetite consistent with the Group’s upper mid-level risk 

profile. 

B.3.1.2 RISK PREFERENCES 

Risk preferences are qualitative descriptions of the risks which SCOR UK is willing to accept. The Company aims to focus 

on insurance and facultative reinsurance risks, mostly mainstream risks covered in P&C. Business is underwritten in 

accordance with the global applicable non-life underwriting guidelines. SCOR UK is targeting a diversified portfolio in 

terms of business and geography covering various lines of business such as property energy and non-energy, offshore 

and shipbuilding, casualty, engineering, marine, aviation and space, as well as inherent defect insurance. For other 

relevant risks and preferences, the risk preferences of SCOR Group apply as appropriate. 

B.3.1.3 RISK TOLERANCES 

The risk tolerances define the limits set out in order to ensure that SCOR UK’s risk profile remains aligned with the 

Company’s risk appetite framework. 

SCOR UK has established a set of limits per risk as set out in the globally approved underwriting guidelines and investment 

guidelines approved by SCOR UK’s Board, supplemented with limits by risk category and scenario analysis as part of the 

annual Own Risk & Solvency Assessment (ORSA) to measure the appropriateness of the solvency position. In the event 

of breaching these limits, the Company’s overall solvency may be affected and different levels of management actions 

would be taken. For further information on specific risk management strategies and processes, see Chapter C – Risk 

Profile. 

B.3.2 ERM FRAMEWORK 

The Chief Risk Officer CRO area relies on an ERM framework composed of various risk management mechanisms as 

described in the following sections. These mechanisms are adapted to legal entities, including SCOR UK, when 

appropriate. Some mechanisms are only relevant at Group or business unit level and are not implemented specifically at 

the legal entity level, in line with materiality principles. 

 

 

B.3.2.1 INTERNAL ENVIRONMENT 

 Dedicated departments from within the CRO area facilitate the definition and monitoring of the internal environment and 

the governance of risk management. primary focus of the CRO area is to develop and manage ERM mechanisms and to 

promote ERM concepts throughout the Group, in addition to providing risk management challenge and support for 

(re)insurance underwriting and asset management. 

A key component of the governance of risk management is the establishment of Group policies and guidelines. 

These Group policies are not intended to enumerate all the rules governing SCOR’s activities in the different countries in 

which the Group operates, but rather to establish certain principles intended to ensure that SCOR Group companies and 

employees share a common understanding of the Group’s standards and that they work in compliance with these 

standards. When approved, these documents are made available to employees on a platform fully dedicated to the 
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policies in force and accessible via the SCOR intranet page. As part of SCOR Group, SCOR UK adopts (or adds addenda 

to) group policies as appropriate. 

Compliance with local regulations and constraints is ensured by Hub General Counsels. 

Refer to section B.1 – General information on the system of governance for further details on SCOR UK’s organisation 

and governance structure 

B.3.2.2 SETTING OF OBJECTIVES 

For several years, SCOR Group has implemented and formalised three-year strategic plans. SCOR’s current strategic 

plan, “Quantum Leap”, runs from 1 July 2019 to 31 December 2021 (now extended through 2022). “Quantum Leap” builds 

on the success of SCOR’s previous strategic plan, ”Vision in Action”, and sets the Group’s new core objectives of: 

◼ a return on equity (ROE) above 800 basis points over the five-year risk-free rate over the cycle3; and 

◼ a solvency ratio in the optimal 185%-220% range4. 

The strategic plans establish the Group’s risk appetite framework from which SCOR UK’s objectives stem. 

The Group Executive Committee defines the procedures for implementing the strategy and reviews the consistency of 

the operational plans or policies (e.g. underwriting, finance, retrocession, information technology) with the strategic plan. 

The Group Executive Committee also ensures that there is an optimal capital allocation based on the risks taken, taking 

into account the effects of diversification. Under the responsibility of the Group Chief Risk Officer, the Capital Shield 

Strategy sets risk limits to ensure a protection of the Group’s capital in line with the strategic plan’s objectives. The Capital 

Shield Strategy is approved and monitored by the Group Risk Committee and the Board Risk Committee. 

The clarity and detailed description of strategic objectives and their implementation within the Group facilitates the 

identification, evaluation and control of risks, whatever their nature (e.g. underwriting risk, market risk, and operational 

risk), possibly caused by these objectives. 

As an integral part of SCOR Group, SCOR UK supports the SCOR Group’s strategic plans. The Company’s solvency and 

capital position is reported regularly to the Board of SCOR UK which takes suitable capital actions as appropriate. 

B.3.2.3 IDENTIFICATION AND ASSESSMENT OF RISKS 

Different techniques and initiatives for identifying and assessing risks have been implemented to analyse risks from 

different angles and to deal with them in an exhaustive manner. These include:  

◼ a risk information process: every quarter, the Group Risk Committee and the Board of Directors review the 

"Group Risk Dashboard" which describes and assesses the major risks to which the Group is exposed. This 

report assembles various risk assessments from different identification and assessment processes for all risk 

categories; 

◼ a process for the monitoring of risk exposures compared to risk tolerances, i.e. the limits established in order to 

ensure that the Group’s risk profile remains aligned with the risk level validated by SCOR SE’s Board of Directors. 

The Group uses various risk measures to define these exposures, which are measured based on either model 

outputs and/or expert opinions, depending on the technical constraints and the level of information available. 

This includes: 

- a “risk driver” system that enables the Group to manage the annual aggregate exposure to each major 

risk. The objective is to avoid overconcentration of risk and hence maximise diversification benefits. 

For the majority of SCOR’s risk drivers, the amount of post-tax retained annual exposure per main risk 

driver (with a probability of 1 in 200 years) is limited to a percentage of the Group’s eligible own funds. 

Other risk drivers have limits expressed in terms of reduction in the Group’s solvency ratio or duration 

for invested assets; 

- an “extreme scenario” system designed to avoid the Group’s over-exposure to one single event. The 

amount of post-tax retained exposure to each defined extreme scenario (with a probability of 1 in 200 

years) is limited to 10% of eligible own funds; 

- sub-limits for invested assets; 

- limits per risk which are set in the global underwriting and local investment guidelines. 

◼ “footprint scenarios”, which aim to review and assess the potential impact on the Group of selected deterministic 

scenarios. This process provides an alternative perspective on the Group’s exposures. Working groups 

dedicated to specific subjects are composed of experts across the Group. These groups perform quantitative 

studies which are summarised in specific reports;  

◼ an emerging risks process which is part of SCOR’s ERM Framework and is linked to other risk management 

methods such as the use of ‘footprint scenarios’. Potential emerging risks are identified and individual risk 

 
3 Based on a five-year rolling average of five-year risk-free rates. 

4 This solvency target is unchanged from that under the previous strategic plan, Vision in Action. 



SCOR UK – Solvency and Financial Condition Report YE 2021 

32 

assessments are carried out by experts from the business units and the Group functions. Significant emerging 

risks are then reported to the Group Executive Committee and Board. SCOR, as a member of the CRO Forum, 

also actively participates and contributes to the CRO Forum Emerging Risks Initiative (ERI) alongside other 

major insurers and reinsurers; 

◼ SCOR’s ORSA (Own Risk & Solvency Assessment), which provides the SCOR SE’s Board and those of the 

European legal entities regulated by the Solvency II Directive, the Group Executive Committee and senior 

management of these legal entities with forward-looking information on the respective risk and capital positions 

of the Group and legal entities; 

◼ SCOR’s internal model, which is deeply embedded in SCOR’s risk management system and contributes to the 

assessment of risks. SCOR uses its internal model for determining economic capital. Its results are used to 

implement SCOR’s underwriting and asset management policies and guidelines. 

Where relevant, the analyses from these processes are reported to the Group Risk Committee, the Board Risk Committee 

and the Board of Directors on a regular basis.  

As part of SCOR Group, SCOR UK is similarly organised with respect to identification, assessment and monitoring of risk, 

leveraging on the Group approach but with some adaptation and use of the Solvency II Standard Formula for determining 

regulatory capital. 

B.3.2.4 MAIN CONTROL ACTIVITIES 

Because of its activities, SCOR UK is exposed to many risks: reinsurance and insurance related risks, market risks and 

other risks (e.g. liquidity, rating). These risks are detailed in the Chapter C – Risk profile. These activities rely on the 

control mechanisms including adequate reporting mechanisms to the main governance bodies throughout the Group. 

This section summarises the principal activities and participants of risk control for the following important areas: 

◼ Group functions; 

◼ activities related to (re)insurance; 

◼ asset management; 

◼ accounting management. 

The control activities described below are considered as the principal activities for controlling risks specific to those areas. 

In accordance with SCOR’s internal control system approach, these control activities are performed at Group or Company 

level, on core business and investment process level or on support process level, as appropriate. 

Group functions 

The Group’s functions are organised into four areas led by the Group Chief Sustainability Officer, the member of the 

Group Executive Committee in charge of Investments and Transformation, the Group Chief Financial Officer and the 

Group Chief Risk Officer respectively. The  area led by the Group Chief Sustainability Officer comprises Governance, 

ESG (Environmental, Social and Governance), Legal and Compliance, Human Resources, Hub Operations, and 

Communication. In addition to Investments, the area led by the member in charge of Investments and Transformation 

comprises Technology, Cost Control and Budgeting, the Group Project Office, and Corporate Finance. The Finance area 

comprises Investor Relations, Treasury, Financial Planning and Analysis, and other functions relating to consolidation, 

reporting, accounting, financial communications and tax issues. The area led by the Group Chief Risk Officer comprises 

Risk Coverage, Risk Governance, Prudential and Regulatory Affairs, Group Actuarial and Risk Modelling departments.  

Further information is presented below regarding the risk function. 

◼ Risk Governance ensures that an effective and efficient system of risk governance (e.g., via committees, policies 

and guidelines) is in place; that regular external and internal risk reports are provided in line with approved 

governance (e.g., risk dashboards, regulatory and public risk reports); that SCOR’s operational risks are 

managed, including implementation of the operational risk framework; and that effective communication on 

SCOR’s risk management system and risk-related subjects takes place to external and internal stakeholders.  

◼ Risk Coverage ensures the identification, assessment and monitoring of “assumed-risks” i.e. those risks related 

to SCOR’s P&C and Life (re)insurance business, and supports the development of the Risk Appetite Framework 

as well as actions to ensure exposures remain within their limits. Risk Coverage maintains and enhances 

business proximity by providing risk expertise and in-depth analyses of risk across the Group. 

◼ Prudential and Regulatory Affairs advises the Group on prudential regulations. It ensures the Group actively 

positions itself in relation to the different jurisdictions and requirements to which it is exposed or could be 

exposed; and continuously develops and promotes SCOR’s leading risk management expertise through regular 

dialogue with internal and external stakeholders. Prudential and Regulatory Affairs also provides specialist 

expertise to SCOR colleagues via the Solvency II Centre of Excellence and prepares the Group for the adoption 

of major new prudential regulations; 

◼ Risk Modelling operates SCOR’s internal model and provides a detailed quantitative risk analysis on the 

modelled range of changes in economic value. It provides reports to management on risk assessment and 
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actively assists the Group in its various uses of the internal model. In addition, it ensures that the internal model 

is appropriate for SCOR’s risk profile, proportionate and complete to the risks. It continuously improves and 

maintains the internal model by collecting change requests, proposing priorities, and implementing model 

changes. The team also provides analyses of change including sensitivity analyses and model documentation; 

◼ The Group Chief Actuary and team report to the Chief Risk Officer. See section B.6 – Actuarial function for 

further information on the role and responsibilities of the actuarial key function. 

Activities related to (re)insurance 

The operating and control procedures concerning underwriting, pricing, administration of (re)insurance contracts and 

claims management are validated by SCOR Global P&C and are applied to all underwriting segments of SCOR UK 

regardless of location.  

For further information on how the main underwriting risks are managed, see section C.2 - Underwriting risks. 

Asset management 

The Prudent Person Principle requires that the security, quality, liquidity and profitability of the portfolio as a whole be 

considered. This is enabled through the investment governance, strategy, operational framework and reporting and 

monitoring processes that SCOR implements. 

Governance and principles 

The Group has harmonised the principles governing the management of its assets based on three documents: 

◼ The “Group Policy on Invested Assets” defines the Group’s policy and governance in terms of asset 

management; 

◼ The “Sustainable Investment Policy” defines the main orientations of the sustainability approach of the Group in 

its asset management; 

◼ “Group Investment Guidelines” determine the limits for concentration risk exposure to different asset classes as 

well as the conditions under which SCOR Global Investments will implement the Group investment policy as 

defined by the Group Investment Committee. 

These three documents are rolled out across all SCOR entities to ensure consistency across the Group. Together these 

documents, complemented by local investment guidelines, and set the rules to be applied by all internal and external 

asset managers on behalf of SCOR UK.  

The Group Investment Committee meets at least once every quarter. Its role is to define the investment strategy on a 

Group level and to supervise the implementation of this strategy regarding the regulatory and contractual constraints. At 

the local level, SCOR UK’s local investment committee supervises the implementation of the investment strategy relating 

to the Company as well as the compliance of the portfolio positioning with the local investment guidelines. 

For more information on liquidity see section C.5 – Liquidity risks.  

Investment strategy 

The investment strategy at SCOR is risk-based and the portfolio positioning is derived from the risk appetite and risk 

tolerance allocated by the Group to invested assets.  

The primary investment objective of SCOR is to generate recurring investment income in accordance with the Group’s 

risk limits, and to ensure that the Group: 

◼ is able to meet its claims and expense payment obligations at all times, and 

◼ creates value for its shareholders in line with the objectives set out in the strategic plan; 

while 

◼ preserving the Group liquidity and level of solvency; 

◼ protecting the capital; 

◼ allowing the Group to operate on a day-to-day basis as well as over the long-term; 

◼ contributing to the well-being and resiliency of society; 

◼ complying with legal entities’ investment regulations, risk appetites and regulatory capital requirements (level of 

capital and type of admissible assets), and Group and local investment guidelines; 

◼ implementing strict asset and liability management, in accordance with policy congruence on currency. 

Operational framework 

As a general rule, and in compliance with local regulations, legal entities of SCOR appoint the Group to supervise and 

implement the investment and reinvestment of all of their invested assets. This relationship is established through an 

Investment Management Agreement (“IMA”) which includes local investment guidelines. SCOR delegates to SCOR 

Investment Partners the implementation of the investment strategy for its invested assets as determined by the Group 
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Investment Committee. This relationship is established through a Master Investment Management Agreement (“MIMA”) 

which includes the list of invested assets portfolios and legal entities and their respective investment guidelines. In the 

case of local regulatory restrictions or due to the size of some investment portfolios, some legal entities may not be 

included in this framework. In this case, they may delegate the management of their invested assets to external asset 

managers through a rigorous selection process. When possible, SCOR Investment Partners acts as an investment advisor 

to these legal entities. 

Reporting and risk monitoring 

Group Investment Risk & Sustainability monitors, on an ex-ante and ex-post basis, the compliance of the portfolio 

positioning with regard to the Group risk appetite and investment guidelines. Breaches are escalated to the Group 

Investment Committee as well as to the Group and Board Risk Committees. Investments falling outside of the scope of 

the Group Investment Guidelines are subject to special referral procedures managed by the CRO area. Investment 

Business Performance is responsible for monitoring processes related to financial performance and reporting regarding 

invested assets. 

Accounting management 

The Solvency II reporting process is built upon the group-wide IFRS reporting process and ensures quality and 

consistency of legal entity and Group solvency reporting. It therefore benefits from controls over the accounting and 

consolidation process, as presented in the 2021 Universal Registration Document, and their extension to solvency 

reporting. 

B.3.2.5 INFORMATION AND COMMUNICATION 

The 2021 Universal Registration Document was produced via a specific process that ensures the contribution of all 

relevant departments and the consistency of the information provided. A final review is performed by members of the 

Group Executive Committee. 

Similarly, for the Solvency and Financial Condition Reporting and other Solvency II reporting, a specific process has been 

implemented to coordinate the contribution of all relevant departments and the consistency of the information provided. A 

final review is performed by Senior Management, members of the Group Executive Committee and the Board(s).  

B.3.2.6 MONITORING OF THE INTERNAL CONTROL SYSTEM AND RISK MANAGEMENT 

The monitoring of the internal control and risk management systems is ensured by a number of complementary 

mechanisms with the support of several departments across the Group. 

SCOR implements dedicated processes and tools to identify, assess and monitor its risk exposures on a regular basis 

and has dedicated risk management mechanisms in order to evaluate the appropriateness and effectiveness of controls 

and propose risk management and mitigation measures. See section B.3.2.3 - Identification and assessment of risks. 

SCOR operates an Internal Control System Competence Centre (“ICS-CC”). The core objective of the Internal Control 

System Competence Centre is to pool ICS expertise in order to foster a consistent ICS approach and application of ICS 

standards across the Group. For more information on the Internal Control System see section B.4.1 – Description of the 

internal control system. 

In addition, and in accordance with its risk-based audit plan and through its periodic assignment, Group Internal Audit 

provides independent and objective assessments on the adequacy, effectiveness and efficiency of the internal control 

system for the scoopes audited. Any findings lead to recommendations and management remediation actions, which are 

followed up by Group Internal Audit. When Group Internal Audit concludes that management has accepted a level of risk 

that may be unacceptable to the organisation, it must discuss the matter with the Group Executive Committee. If the Head 

of Group Internal Audit determines that the matter has not been resolved, he/she must communicate the matter to the 

Audit Committee.  

For more information, refer to section B.5 – Internal Audit. 

Furthermore, the Finance area manages the “internal management representation letters” process, which also 

incorporates certain points relative to internal control of accounting and financial reporting. 

B.3.3 INTERNAL MODEL CONTRIBUTION TO THE ERM FRAMEWORK 

SCOR uses its approved internal model to inform management decisions which involve risk management or solvency 

considerations. However, SCOR UK is maintaining regulatory solvency capital on the Standard Formula basis under UK 

Solvency II. The risk modules reported for the Standard Formula calculations include P&C underwriting and reserving risk, 

operational risk, market risk, counterparty default risk and the loss absorbing capacity effect of deferred tax. For further 

information refer to Chapter E – Capital Management.  

SCOR UK is exposed to other risks not included in the Standard Formula calculation including strategic risks, liquidity and 

emerging risks. These risks are not expected to have an immediate impact on the Solvency Ratio and are monitored and 

managed through specific processes. 
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B.3.4 ORSA CONTRIBUTION TO THE RISK MANAGEMENT FRAMEWORK 

The ORSA process is a key mechanism of SCOR Group’s ERM framework and is an integral part of the Risk Management 

System leveraging the Group’s capital management and strategic planning processes. . SCOR performs the group-wide 

ORSA for the Group and its legal entities subject to Solvency II based on clearly defined principles and objectives, close 

cooperation between Group and legal entity teams and regular involvement of Group and legal entity senior management, 

as well as involvement of the Board of SCOR SE and legal entities’ Boards. The ORSA process is fully incorporated by 

SCOR UK. 

SCOR UK’s ORSA provides forward-looking information on the respective risk and capital positions, taking into account 

the Company’s strategy and risk appetite and includes: 

◼ descriptions of the risk profiles and the main risks to which the Company is exposed; 

◼ overviews of expected changes in the risk profiles over the ORSA time horizon; and 

◼ prospective assessments of overall capital needs over the ORSA time horizon, taking into account SCOR UK’s 

business objectives and risk profile, including an analysis of any excess or shortfall in the Eligible Own Funds. 

For further information on capital management processes, see section E.1 – Own Funds. 

The ORSA process is embedded in SCOR UK’s system of governance and is taken into account on an on-going basis in 

the Company’s decision-making process. Examples include Board consideration of capital requirements informing: 

◼ strategic decisions; 

◼ operating plans, for both short term and longer term; 

◼ capital management, such as the projections of capital requirements and solvency positions under various 

scenarios over the ORSA time horizon; 

◼ product design and development, including material initiatives where appropriate, to support the objectives of 

SCOR Group’s strategic plan and the Company’s business objectives. 

The Board of the Company ensures the definition and implementation of the operating plan are closely aligned with its 

risk strategy, including the risk appetite framework and the capital planning exercise. In view of its business strategy, the 

Company identifies and assesses the risks involved in achieving this strategy over the length of its operating plan, revises 

ongoing adequacy of the risk tolerance limits and quantifies the major risks. 

The risk mitigation strategy, including reinsurance planning, is also taken into account. The Company maintains a coherent 

reinsurance programme that supports the adherence to the risk tolerance limits, provides protection to its capital and 

solvency, achieves an acceptable net risk exposure, and eventually enhances its ability to accept a diversified book of 

business without compromising its profitability expectations. 

In addition, the business plan forms the central scenario (i.e. the most likely outcome from SCOR UK’s perspective) of 

the Company’s capital planning exercise, through which the Company projects and monitors the amount of capital 

necessary to respect SCOR Group’s strategic objectives over the planning horizon. This involves the projections of the 

Company’s solvency capital requirements and eligible own funds under both the central scenario and adverse scenarios. 

These projections are not only assessed to ensure continuous compliance with the capital requirements, but also to 

establish an early warning system to identify changes in the risk profile. This enables the Company to plan possible 

remedial actions (e.g. change in reinsurance) and/or establish precautionary mitigation actions. Additionally, the Company 

has considered “reverse stress scenarios” that could threaten its ongoing viability. 

The regular ORSA reporting exercise is performed annually. In the event of significant changes in the risk profile of the 

Company outside the regular annual ORSA timeframe, ad-hoc ORSAs may also be conducted when requested by the 

Company’s Board. The decision to perform an ad-hoc ORSA and the scope and extent of the analyses performed, as 

well as the scope and governance of any report produced, will be proportionate to the materiality of the precipitating event. 

Examples of events, that may potentially trigger an ad-hoc ORSA, could be major acquisitions or disposals by SCOR, or 

a merger.  

 

B.4 Internal control system 

B.4.1 DESCRIPTION OF THE INTERNAL CONTROL SYSTEM 

SCOR UK applies the Internal Control System (ICS) principles as defined at Group level and leverages on processes 

implemented across the Group. The ICS standards are embedded in the Group Policy on ICS. These standards consist 

of ICS principles and mechanisms to be applied to assess the effectiveness of the ICS. The ICS is defined at Group level 

and applied consistently across the Group, in line with the proportionality principle, without prejudice of further and/or 

more stringent requirements from local applicable laws, regulations or policies. Where deemed relevant and appropriate, 

SCOR UK has adapted the processes defined at Group or business unit level,or implemented its own local processes in 

order to reflect local specific requirements. 
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The core objective of the Internal Control System Competence Centre (ICS-CC) is to pool the ICS expertise in order to 

foster a consistent ICS approach and application of ICS standards across the Group. The ICS-CC consists of experts 

who work to coordinate the internal control formalisation activities within the Group, its business units and entities, and 

support the business process owners where necessary.  

The ICS standards are applied based on the principle of proportionality. ICS processes have been documented 

accordingly, focusing on those considered the most critical. The ICS documentation is being maintained across the Group 

and regularly reviewed for continuous improvement. The approach used to develop and maintain the ICS is specified in 

the Group Policy on ICS. The policy sets out the reference framework and details the Group principles, the responsibilities 

of the different participants in internal control and the quality requirements. The principal characteristics of the internal 

control system are as follows: 

◼ a risk-based approach, i.e. addressing critical operational risks that, if not controlled, could significantly impact 

SCOR’s franchise, balance sheet or statement of income and indirectly its solvency. The optimal risk response 

is obtained through appropriately designed key controls; 

◼ on a process level, appointment of process owners responsible for documenting processes, identifying the 

related critical risks, defining the appropriate key controls and ensuring their deployment and application either 

at Group, business unit or legal entity levels. Process owners are also responsible for assessing processes, 

risks and key controls; 

◼ monitoring, upon completion of the initial documentation, through a self-assessment procedure on the maturity 

(quality) of control processes based on pre-defined criteria set by their owners. 

The monitoring of the internal control and risk management systems is ensured by a number of complementary 

mechanisms with the support of several departments across the Group.  

SCOR implements dedicated processes and tools to identify, assess and monitor its risk exposures on a regular basis. In 

addition, SCOR implements dedicated risk management mechanisms across the three business units in order to evaluate 

the appropriateness and effectiveness of controls and propose risk-management and mitigation measures. 

In addition, and in accordance with its risk-based audit plan and through periodic assignments, Group Internal Audit (GIA) 

provides independent and objective assessments on the adequacy, effectiveness and efficiency of the ICS for the scopes 

audited. Any findings lead to recommendations and management remediation actions which are followed up by GIA. 

 

 

B.4.2 COMPLIANCE FUNCTION 

B.4.2.1 ORGANISATION OF THE COMPLIANCE FUNCTION 

It is SCOR’s policy to ensure compliance with all applicable laws and regulations and the SCOR Group Code of Conduct 

wherever it conducts business. SCOR holds itself to high standards when carrying on its business and at all times strives 

to observe the spirit as well as the letter of the law by continuously seeking to improve the effectiveness of its compliance 

management framework. This is also the stated policy of SCOR UK. 

Compliance activities are mostly performed by the compliance function, which is composed of the legal and compliance 

teams (Group General Secretariat including the Group Compliance team and the Group Legal Department, Business Unit 

Chief Legal Counsels, Hub legal and compliance teams, and local compliance officers). There are also other departments 

responsible for specific areas (e.g. Prudential and Regulatory Affairs, Human Resources, Finance), in line with the 

organizational structure of SCOR. 

At Group level and for Solvency II related legal entities, including SCOR UK, compliance function holders are responsible 

for the compliance key function. Within SCOR UK the compliance key function holder is the Compliance Officer. 

It is also the responsibility of all employees to abide by the laws and regulations relevant to their day-to-day activities and 

the SCOR policies and guidelines applicable to them. 

B.4.2.2 POSITION AND INDEPENDENCE PRINCIPLES 

At SCOR, the compliance function both at Group and local level must operate free of any influences that may compromise 

its ability to perform its duties in an objective, fair and independent manner. 

The SCOR UK Compliance Officer has direct access to the Chairman and Chief Executive Officer and reports quarterly 

to the Board of Directors on any material compliance breaches and issues. 

The compliance function has free and unfettered access to any records or staff member, as necessary to carry out its 

responsibilities. 

B.4.2.3 COMPLIANCE FRAMEWORK 

SCOR follows a risk-based approach to compliance in accordance with the SCOR Group Policy on Risk Management, 

which is adopted on a local level. This involves identifying areas of high risk within SCOR and prioritising dedicated efforts 
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and resources around these risks according to severity and probability, and establishing ongoing procedures aimed at 

Prevention, Detection and Response. 

Prevention 

Preventing compliance breaches includes: 

◼ monitoring compliance-related regulatory developments, assessing their impact on SCOR and disseminating 

this information to the relevant governing bodies and employees, 

◼ identifying, assessing and monitoring compliance risks, 

◼ issuing compliance-related policies and guidelines, 

◼ providing training to employees, 

◼ providing advice to employees regarding specific compliance matters, 

◼ implementing and maintaining compliance tools, 

◼ maintaining a Code of Conduct awareness and confirmation process, 

◼ introducing controls as part of SCOR’s internal control system (ICS), 

◼ providing reports on compliance matters. 

Detection 

Compliance breaches may be detected by any of the following: 

◼ employee reporting process: all employees are responsible for ensuring compliance with applicable laws, 

regulations and policies in their daily duties as well as for escalating any actual or suspected compliance breach, 

◼ controls as part of ICS procedures,  

◼ cross-reviews, whereby an operational team operating in a different region from the entity subject to the review 

performs, checks and reviews compliance-related topics, 

◼ audits conducted by Group Internal Audit, 

◼ audits by external auditors (e.g. accounting and tax), 

◼ operational loss events, 

◼ complaints or litigation initiated by third-parties against SCOR. 

Response 

In response to compliance breaches, SCOR aims to take appropriate corrective actions to mitigate the consequences of 

the breach, and to prevent further reoccurrences of similar breaches in the future.  

Employees who are found in breach of, or fail to comply with, applicable laws or regulations or the principles of this policy 

may be subject to disciplinary action in compliance with the laws applicable in the country of employment and/ or may be 

subject to criminal/regulatory proceedings. 

In addition, the Group Compensation Policy includes a reference to compliance with the Code of Conduct as a 

performance condition to be satisfied.

B.5 Internal Audit 

B.5.1 GENERAL PRINCIPLES 

SCOR UK Internal Audit’s audit universe of potential areas within its scope includes all functions and operations carried 

out by SCOR UK. SCOR UK Internal Audit has no direct operational responsibility or authority over any of the activities it 

can review. Accordingly, SCOR UK Internal Audit does not develop or install systems or procedures, prepare records, 

take the place of management who owns and makes decisions to manage its respective risks, or engage in any other 

activity which it can review. 

SCOR UK Internal Audit assists the SCOR UK Audit Committee in providing independent, objective assurance and 

consulting services designed to assess the adequacy, effectiveness and efficiency of SCOR UK’s governance, policies 

and guidelines, risk management, and internal control system, as well as compliance of operations with applicable policies 

and guidelines, in order to ensure the safeguarding and integrity of SCOR UK’s assets (e.g. financial assets, human 

resources, systems and data), to ensure the effective use of resources and identify opportunities for process improvement. 

B.5.2 ORGANISATION 

SCOR Group Internal Audit provides internal audit services to SCOR UK. The principles and organisation as defined and 

implemented at Group level by Group Internal Audit apply fully to the Internal Audit function for SCOR UK.  
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Planning, Auditing and Monitoring: SCOR UK’s Internal Audit Plans are reviewed and approved by the SCOR UK Audit 

Committee and are integrated in the Group Internal Audit Plan. The Head of Group Internal Audit leads the internal audit 

department activities globally in order to avoid silo effects and ensure that (1) the same audit framework and 

methodologies are applied group-wide for each audit engagement and recommendations monitoring, (2) the auditors 

assignments are based on skills in line with the audit objectives, benefiting from the Group Internal Audit full resource and 

comply with rotating principles. 

Reporting: The SCOR UK Internal Audit key function holder reports to the Head of Group Internal Audit and the SCOR 

UK Audit Committee Chairman. 

B.5.3 INDEPENDENCE PRINCIPLES 

Within SCOR Group, the Head of Group Internal Audit reports directly to the Group CEO to provide the necessary 

independence, and allow it the greatest possible freedom of investigation, while at the same time ensuring the effective 

and timely implementation of its recommendations and management actions. The SCOR UK Internal Audit key function 

holder reports to the Head of Group Internal Audit and the SCOR UK Audit Committee Chairman and has no other 

operational roles or responsibilities within SCOR UK. The Head of Group Internal Audit and the SCOR UK Audit 

Committee Chairman approve decisions regarding the SCOR UK key function holder’s appointment and removal and 

make appropriate inquiries to ensure that audits are performed within an appropriate scope with adequate resources, and 

might steer SCOR UK Internal Audit’s activities in a specific direction. 

The Head of Group Internal Audit submits a written report to the Group Board Audit Committee at least annually on the 

organisational independence of the Group Internal Audit function. If independence or objectivity is impaired in fact or 

appearance, the details of the impairment must be disclosed to appropriate parties. The nature of the disclosure will 

depend upon the impairment. This principle is applied in the same manner for SCOR UK. 

Group Internal Audit must and does have unrestricted access to all information, people, relevant systems and data 

regarding audit assignments and consulting projects, including easy access to and open communication with the audited 

department and management. 

B.6  Actuarial function 

SCOR UK actuarial key function is organised along the lines of the actuarial key function of the Group. 

An actuarial key function has been defined for the Group and all legal entities subject to the Solvency II Directive. These 

key functions are conducted under the responsibility of a key function holder.  

The role of the actuarial key function is to: 

◼ coordinate the calculation of technical provisions; 

◼ ensure the appropriateness of the methodologies and underlying models used as well as the assumptions made 

in the calculation of technical provisions; 

◼ assess the sufficiency and quality of the data used in the calculation of technical provisions; 

◼ compare best estimates against experience; 

◼ inform the Administrative, Management or Supervisory Body (AMSB) of the reliability and adequacy of technical 

provisions; 

◼ oversee the calculation of technical provisions in case of insufficient data of appropriate quality inducing the use 

of appropriate approximations, including case-by-case approaches, in the calculation of best-estimates; 

◼ express an opinion on the overall underwriting policy; 

◼ express an opinion on the adequacy of reinsurance arrangements; 

◼ contribute to the effective implementation of the risk-management system, in particular with respect to the risk 

modelling underlying the calculation of the capital requirements, and to the own risk and solvency assessment; 

and 

◼ produce an annual written Actuarial Function Report submitted to the AMSB of SCOR UK. The report includes 

a description of tasks undertaken by the actuarial key function, an opinion on the technical provisions, the overall 

underwriting policy and the adequacy of reinsurance arrangements, a description of any deficiency and 

recommendations on how such deficiencies can be remedied. 

 
This role is undertaken by the Actuarial Function Holder (AFH) with the support of other teams within SCOR (Underwriting 

teams, Retrocession teams, Modelling teams, Risk Management). 

The Actuarial Key function holder for SCOR UK is in charge of coordinating the implementation of Solvency II standards 

related to the actuarial key function throughout SCOR UK. 
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The cooperation with the three other key functions (risk management key function, internal audit key function and 

compliance key function) is ensured via regular interactions with the teams performing the tasks in the scope of these 

functions.

B.7 Outsourcing 

B.7.1 OUTSOURCING PRINCIPLES AND ORGANISATION 

SCOR has put in place a SCOR Group Policy on Outsourcing which sets forth the principles, framework and rules to be 

followed by SCOR employees considering the outsourcing of critical or important functions by any SCOR entity to another 

entity, within or outside the SCOR Group.  

The SCOR Group Outsourcing Policy is supplemented by the SCOR Group Guidelines on Outsourcing (the “Guidelines”). 

The Guidelines provide an easy step by step process when considering outsourcing as covered by such Policy and 

Guidelines. 

When outsourcing a critical or important function, a SCOR entity shall use appropriate and proportionate systems, 

resources and procedures in line with the risks involved in order to select a service provider.  In particular, prior to entering 

into any such outsourcing relationship, the SCOR entity shall conduct a due diligence adequate and commensurate to 

the risks involved.  

A SCOR entity shall monitor and review the quality of the service provided and shall maintain internally the competence 

and ability to assess whether the service provider delivers the service according to the outsourcing agreement.  

Pursuant to Solvency II requirements, specific rules apply to the outsourcing of critical or important functions by SCOR 

EU entities. Although the UK has ceased to be a Member State of the EU on January 31, 2021, due to the transposition 

into UK law, Solvency II requirements continue to apply in the UK . Therefore, as at  the date of this report, SCOR UK 

continues to comply with existing Solvency II requirements. 

A Critical or Important Function is defined in the Group Policy as a function essential to the operation of the relevant 

SCOR entity, i.e. a function the interruption of which would be considered as likely to have a significant impact on: 

◼ the activity of such entity;  

◼ the entity’s ability to effectively manage risks; or  

◼ the entity’s regulatory authorisation,  

in view of the following  

◼ the cost of the outsourced activity;  

◼ the financial and operational impact as well as the impact on the reputation of the SCOR entity as to the inability 

of the service provider to fulfil its obligations on time;  

◼ the difficulty of finding another service provider or resuming live activity;  

◼ the ability of the SCOR entity to meet regulatory requirements in case of problems with the service provider; and  

◼ the potential losses for insured parties, policyholders or recipients under contracts or reinsured businesses in 

case of default by the service provider.  

The outsourcing of a critical or important function by a SCOR entity that is a SCOR EU entity shall be subject to the 

following process:  

◼ cost/risk/benefit analysis of the considered outsourcing will be conducted and the business case associated with 

such considered outsourcing will be reviewed;  

◼ the outsourcing of the Critical or Important Function will be supervised by a process owner for the entire duration 

of the outsourcing;  

◼ the process owner will carry out adequate financial, technical and compliance and regulatory due diligences, in 

accordance with guidelines; 

◼ a specific review of existing or potential sub-outsourcing relationships will be carried out; 

◼ a review of the adequacy of the service provider contingency plan will be conducted; 

◼ an outsourcing agreement will be executed including specific provisions allowing the SCOR entity to adequately 

control and monitor the quality of the critical or important functions outsourced. 

B.7.2 MAIN ACTIVITIES OUTSOURCED TO EXTERNAL PROVIDERS 

As of the date of this report, Critical or Important Functions outsourced by SCOR UK to external service providers include 

the following:  

◼ underwriting and claims handling activities of certain space and aviation risks assumed by SCOR UK have been 

outsourced to companies located in France and in the UK, that are specialised underwriting agencies. A SCOR 
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underwriting manager specialised in the review of these risks monitors these outsourced relationships closely, 

through attendance at regular technical meetings, frequent reporting and audits 

◼ a central settlement facility is provided to SCOR UK by one of the UK’s leading providers of services to the 

insurance industry. A designated person closely monitors the relationship, through accounts reviews, regular 

meetings and file audits; 

◼ these outsourcing relationships are documented through adequate outsourcing agreements and closely 

monitored by the designated person of SCOR UK in charge of monitoring; 

 

B.7.3 MAIN INTRAGROUP OUTSOURCING ARRANGEMENTS 

The SCOR Group operates through a hub structure and SCOR UK is situated within the EMEA Hub. SCOR UK does not 

have any employees as all UK based employees of SCOR are employed by a subsidiary of SCOR SE and then provide 

services (including underwriting, claims and actuarial) to SCOR entities operating in the EMEA Hub structure, of which 

SCOR UK is one. In addition, the SCOR Group has developed centres of expertise for certain services, often located in 

identified hubs, which provide expertise to SCOR Group entities, of which SCOR UK is one.  

As a result, parts of certain key functions may be outsourced to the SCOR staff responsible for carrying out tasks in 

support of the execution of the key function in the hubs in which the relevant SCOR EU entity operates. These outsourcing 

relationships between SCOR UK and other SCOR entities are documented through appropriate outsourcing agreements 

and closely monitored by the SCOR UK Management Committee. 

As of the date of this report, Critical or Important Functions outsourced by SCOR UK to internal service providers include 

the following:  

The internal audit function is outsourced to a fellow group undertaking. This outsourcing relationship is documented 

through an appropriate outsourcing agreement and is closely monitored by the SCOR UK Management Team. 

The compliance function is outsourced to a fellow group undertaking. This outsourcing relationship is documented through 

an appropriate outsourcing agreement and is closely monitored by the SCOR UK Management Team. 

Certain underwriting and claims activities of SCOR UK which are considered as Critical or Important Functions are 

outsourced to fellow group undertakings. These outsourcing relationships are documented through adequate outsourcing 

agreements and closely monitored by a designated person of SCOR UK. 

The risk management function is outsourced to a fellow group undertaking. The outsourcing relationship is documented 

through an appropriate outsourcing agreement and is closely monitored by the SCOR UK Management Team. 

The asset management activities, considered as Critical or Important Function, are outsourced by SCOR UK to a fellow 

group undertaking. This outsourcing relationship is documented through the adequate outsourcing agreement and closely 

monitored by a designated person of SCOR UK.   

IT, considered as Critical or Important Function, is outsourced, to some extent and when relevant, to a fellow group 

undertaking. This outsourcing relationship is documented through appropriate outsourcing agreements and closely 

monitored by a designated person of SCOR UK. Certain IT systems and services are then outsourced by the fellow group 

undertaking, (which pools and manages the IT needs of SCOR entities worldwide) to large IT companies. 

B.8 Other material information regarding the 
system of governance 

No other material information is reported regarding SCOR UK’s system of governance, other than that presented in 

sections B.1 – General information on the system of governance to B.7 – Outsourcing. 
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C.RISK PROFILE 

C.1 Introduction 

C.1.1 GENERAL INTRODUCTION 

SCOR UK regularly conducts reviews of the risks that could have a material adverse effect on its activity, its financial 

situation or its results (or capacity to reach objectives) and considers that no significant risk other than those disclosed in 

the section below exists. This section outlines management’s current view of SCOR UK’s main risks and main risk 

management mechanisms currently in place, categorised as follows: 

◼ underwriting risks related to P&C business; 

◼ market risks;  

◼ credit risks; 

◼ liquidity risks; 

◼ operational risks; 

◼ strategic risks (refer to section C.7.1 – Strategic risks). 

These risks, further described in this chapter, are managed through a variety of mechanisms in SCOR Group’s ERM 

framework.  

SCOR Group’s ERM framework is further described in: 

◼ Section B.1 – General information on the system of governance for a description of the role of the administrative 

and management bodies involved in the risk management system and related control functions; 

◼ Section B.3 – Risk management system including the ORSA for a wider description of the Group risk 

management system as well as the role of the main stakeholders involved in risk management and relevant 

procedures and control activities. 

Although risk management mechanisms have been designed and rolled out across the Group in order to prevent all risks 

from having a significant impact, there is no guarantee that these mechanisms achieve their intended purpose. Many of 

SCOR UK’s methods for managing risks and exposures are based on observed historical market behaviour, statistics 

based on historical models, or expert judgment. As a result, these methods may not fully predict future exposures, which 

may be significantly greater than estimated, particularly in unstable or volatile markets and environments. Other risk 

management methods involve assessing information regarding markets, clients, natural catastrophes or other matters 

that is publicly available or otherwise accessible to SCOR UK. This information may not always be accurate, complete, 

up-to-date or properly evaluated. Therefore, SCOR UK cannot rule out the possibility of its risk exposure exceeding risk 

tolerance limits due to an incorrect estimation of these risk exposures. If the risks disclosed in this section were to occur, 

they could potentially have a significant effect on SCOR UK’s present and future business, cash flows, eligible own funds 

and solvency position. 

SCOR UK may also be exposed to emerging risks, which include new threats or constantly changing current risks with a 

high degree of uncertainty. They may arise from the numerous changes to the environment in which SCOR UK operates, 

such as changes in professional practices or in legal, jurisdictional, regulatory, social, political, economic, financial and 

environmental conditions.  

Emerging risks may adversely affect SCOR UK’s (re)insurance business due to either a change in interpretation of the 

contracts leading to extensions of covers beyond what was expected (e.g. due to the inapplicability or interpretation of 

certain clauses) or by increasing the frequency and/or severity of claims. Such risks may also lead to higher fluctuations 

than expected in macroeconomic indicators such as interest rates and price level, or disruptions in financial markets, 

further impacting the Company’s business. In addition, emerging risks may also have a direct impact on SCOR UK’s 

operations, for instance by generating unexpected additional expenses. 

Environmental, social and governance (ESG) trends may also negatively impact SCOR UK’s business and operations. In 

particular, major environmental and social issues such as global climate change and environmental degradation have a 

potential to create new risks or exacerbate existing risks within the risk categories identified above. Risks that are 

originated by ESG trends are also referred to as “sustainability risks”. Where relevant, identified sustainability risks and 

the management thereof are described in the respective subsections.  

Specifically, climate change creates a number of challenges for the (re)insurance industry and therefore for SCOR Group 

including SCOR UK. Climate change is likely to impact the risks associated with SCOR’s strategy, underwriting, 

investments and operations due to physical climate risks (e.g. effects of broad climate trends or “chronic” risks and the 

frequency and/or severity of natural catastrophes or “acute” risks), the creation of transition risks (due to the shift towards 

a low-carbon economy) and the potential to negatively impacting the Group’s reputation. 
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As mentioned in section B.3.3 – Internal Model contribution to the ERM framework, the risk modules in SCOR UK’s capital 

calculation include P&C underwriting and reserving risk, operational risk, market risk, counterparty default risk and an 

adjustment for the loss absorbing capacity of deferred tax. For further information on risks included in SCOR UK’s capital 

calculation see Chapter E – Capital Management. 

SCOR UK is exposed to other risks not included within the Solvency II Standard Formula capital calculation including 

strategic, liquidity and emerging risks. These risks are not expected to have an immediate impact on the Solvency Ratio 

over a one-year time horizon and are monitored and managed through specific processes. 

For quantitative information on all risk categories, including changes over the reporting period, see Section E.2.1 – 

Solvency Capital Requirement.  

Uncertainties related to the evolution of the Covid-19 crisis and its impact on the Company’s risk profile 

The main material impacts on SCOR’s risk profile due to the Covid-19 pandemic originate from underwriting risks related 

to the Property & Casualty (P&C) and Life reinsurance businesses, and from the risks associated with SCOR’s invested 

assets portfolio. The operational implications of the progressive closure of SCOR’s offices as the virus has spread across 

the globe, have been mitigated to a large extent by the successful implementation of SCOR’s Business Continuity Plan 

(BCP). The BCP has provided the required IT infrastructure and support for SCOR’s activities to be continued by 

employees working from home, whenever deemed necessary. Increased external cyber-attacks have been observed 

since the start of the pandemic, though no attempts against SCOR have been successful. 

The full impact of the Covid-19 crisis on SCOR’s business and results can still not be accurately assessed at this stage, 

given the uncertainty related both to the magnitude and duration of the Covid-19 pandemic and to the possible effects of 

future governmental actions and/or legal developments in this context. This uncertainty follows from the considerable 

difficulty in working on sound hypotheses on the impact of this crisis due to the lack of comparable events, the ongoing 

nature of the pandemic and its far-reaching impacts on the global economy, on the health of the population and on SCOR 

customers and counterparties.  

These hypotheses include, in particular: 

◼ the duration of the pandemic, its impact on health on the short and long term;  

◼ the availability, efficacy, effectiveness and take-up rate and effect of the vaccines; 

◼ the response of government bodies world-wide (including executive, legislative and regulatory);  

◼ the potential judicial actions or social influences;  

◼ the coverage and interpretation of SCOR’s contracts under these circumstances;  

◼ the assessment of the net claim estimate and impact of claim mitigation actions. 

In addition, the global spread of Covid-19, which is still ongoing has created significant uncertainties which might affect 

SCOR, and which pose material risks to its risk profile.  

In the current environment, there are a number of uncertainties that affect how the pandemic continues to develop and 

therefore its ultimate impact on people and the wider economy. These uncertainties fall into two main areas: 

epidemiological and medical uncertainties and social and economic uncertainties.   

There are uncertainties that relate to: 

◼ the ongoing transmission rate of the virus and new mutations (depending on e.g. effectiveness of 

lockdown/social distancing/“track and tracing” measures, whether individuals develop lasting immunity to the 

virus following infection or vaccination, the emergence of more contagious virus strains, or the speed of the roll-

out of the vaccine to the general population, including the necessary frequency for refreshing vaccination and 

effectiveness against new mutations); 

◼ the number of deaths resulting from infection with Covid-19 (related to e.g. the fatality rate of the virus and new 

mutations and the ability to provide effective treatments and/or vaccine development);  

◼ the excess mortality from related factors other than deaths from infection with Covid-19 e.g. mortality from people 

that were prevented from receiving healthcare (including preventative screening for other conditions) and 

mortality related to the economic shock; 

◼ potential further lockdown measures: following an easing of lockdown measures in many countries mid-2021, 

new and severe additional waves of infection particularly linked to the Delta and Omicron virus variants, have 

emerged towards the end of 2021, leading many countries to again impose lockdown measures and social 

distancing requirements to slow the spread of the virus. However, it is impossible to know to what extent people 

will continue to observe social distancing and sanitary rules during everyday interactions, particularly in case of 

persisting infection waves. In addition, it is difficult to predict vaccine take-up rates. It is therefore possible that 

on-going waves worsen, take longer to disperse or that further waves of infection occur in many countries, with 

the necessity of imposing further lockdown measures. Therefore, it is difficult to predict the extent and 

persistency of these measures over time and thus the longer-term economic impacts; 
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◼ future support to the economy: the scope, quantum, and pace of government and central bank support to the 

economy are much larger than in previous crises. While the fiscal and monetary policies should limit the number 

of defaults and therefore enable a quicker post-crisis recovery, it is uncertain whether these measures will be 

sufficient to tackle the full spectrum of the economic consequences from the Covid-19 crisis, particularly in the 

event of future infection waves and lockdowns, and to what extent these measures will be maintained. 

Uncertainties on the sustainability of this support could inhibit investment, innovation, and productivity, and 

destabilise financial markets. Whilst consensus forecasts are still positive, a delay or ineffectiveness of the 

vaccine roll-outs could result in an increasing share of the negative shock on GDP level and growth rate 

becoming permanent. 

As Covid-19 affects SCOR’s risk profile across the risk categories identified by SCOR, the related risks for SCOR are 

addressed within the next sections. SCOR may be exposed to a number of other risks over the medium-term as the 

pandemic develops and as related consequences come to light.  

C.1.2 SENSITIVITY ANALYSIS 

SCOR UK has well established risk management processes in place to monitor the evolution of its risk profile and the 

expected impact on solvency, for instance when it considers material new initiatives. As part of its ORSA process, SCOR 

UK assesses the financial impact of a range of possible adverse scenarios, including combinations of severe events. This 

enables the resilience and sensitivity of the current and planned solvency positions to be tested and possible management 

actions to be identified. Bespoke sensitivity studies are conducted at the request of Management and the Board. 

The minimum capital requirement that meets the regulator’s solvency requirement is calculated quarterly and presented 

annually to the Board. In case of large movements or significant changes in the portfolio, the capital figures are stress 

tested and also presented to the Board. SCOR UK produces and evaluates scenarios, providing comfort that the impact 

of such events on SCOR UK's current solvency would be limited. 

Sensitivity to underwriting risk (SCOR UK’s most significant risk) is evaluated through a variety of mechanisms explained 

in section B.3.2.3 – Identification and assessment of risks. Through its invested assets being dominated by bonds, SCOR 

UK is sensitive to interest rate and spread risk. 

C.2 Underwriting risks 

The main risk SCOR UK faces under insurance and reinsurance contracts is that the actual amounts of claims and 

indemnity payments, or the timing thereof, differ from estimates. The frequency of claims, their severity, the actual 

payments made, the development of long-tail claims (whether they be litigated or not), and external factors (such as those 

listed below), are all beyond SCOR UK’s control. Additionally, SCOR UK is dependent on the quality of underwriting of its 

clients for certain (re)insurance contracts and on the quality of claims management by these organisations and the data 

provided by them. In view of these uncertainties, the Company seeks to ensure that sufficient reserves are available to 

cover its liabilities. 

Generally, SCOR UK’s ability to increase or maintain its portfolios of insurance and reinsurance risks may depend on 

external factors such as professional practices, legal, jurisdictional, regulatory, social, political, economic, financial and 

environmental conditions. These factors create uncertainties and may adversely affect SCOR UK’s business due to either 

an interpretation of the contracts leading to an extension of coverage (e.g. through inapplicability or interpretation or 

overriding of contract clauses) or by increasing the frequency and/or severity of claims beyond what was anticipated at 

the time of the underwriting.  

SCOR UK mitigates its underwriting risks related to (re)insurance business through the purchase of risk mitigation covers.  

For further details on reinsurance protection, see section C.2.3 – Reinsurance and other risk mitigation techniques.  

Consistent with the Group's strategy of selective market and business unit development, SCOR UK seeks to maintain a 

portfolio of business risks that is strategically diversified geographically, by line and class of business and over time (short 

and long-tail). The volatility of risks is reduced by careful business selection, implementation of underwriting guidelines, 

the use of reinsurance and other risk transfer arrangements and proactive claims handling as well as underwriting, claims 

and administration audits at client companies. 

SCOR UK writes direct (re)insurance, primarily on a business-to-business basis to cover large corporate risks through 

the Specialty Insurance domain of SCOR Group’s P&C business unit as well as joint ventures with third parties and other 

SCOR Group entities.  

C.2.1 P&C BUSINESS 

The main risks linked to the P&C (re)insurance business underwritten by SCOR UK are natural catastrophes and other 

short-tail man-made risks, such as acts of terrorism (to a limited extent), inadequate pricing levels and long-tail risks such 

as large liability losses, as well as other risks beyond its direct control,  such as systemic crises or the cyclicality of the 

business. 
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For quantitative information on P&C underwriting risks, refer to section C.1 - Introduction and section E.1.2 – Solvency 

Capital Requirement. 

NATURAL CATASTROPHES 

SCOR UK’s property business is exposed to multiple insured losses arising from single or multiple natural events. Natural 

catastrophes, such as hurricanes, typhoons, windstorms, floods, hail, severe winter storms and earthquakes can generate 

material insured losses in property, engineering and possibly other lines of business. 

The most material natural catastrophes to which SCOR UK is exposed include North Atlantic hurricanes and earthquakes 

in North America. 

In modelling losses, the natural catastrophe models focus on the property damage and consequential business 

interruption losses triggered when a natural catastrophe affects the insured’s property. Sophisticated tools are used to 

model the underlying physical phenomena and their impact on the Company’s risk profile. 

With respect to climate change, SCOR UK’s underwriting business could be exposed to physical climate risks, caused by 

changes in the frequency and severity of certain natural catastrophe events that are predicted in global warning scenarios. 

Although scientific understanding of the precise causal mechanisms between global warming and the occurrence of 

particular natural phenomena are still being established, catastrophe events that are potentially impacted include 

hurricanes (including storm surges and pluvial flooding), floods (both river flooding and pluvial flooding), heatwaves, 

wildfires and droughts. In the event that climate change causes an increase in the frequency and/or severity of natural 

phenomena for which SCOR UK provides protection, or has knock-on impacts on other business lines underwritten, 

claims frequency and/or severity on business lines including but not limited to property and business 

interruption/contingent business interruption could increase, with possible impacts on long-term profitability and ongoing 

insurability. 

SCOR UK manages its gross exposure to catastrophes through a comprehensive reinsurance programme. 

OTHER SHORT-TAIL RISKS 

SCOR UK’s property business is exposed to multiple insured losses, arising from single or multiple man-made events. 

The short-tail lines of business mostly exposed to man-made catastrophes are property (excluding natural catastrophes), 

marine, aviation and space, and cyber.  

Man-made catastrophes refer to negligent or deliberate human actions, e.g. conflagration, a large explosion and/or fire at 

a major industrial site or acts of terrorism. These events can have major consequences on business, property and lives; 

acts of terrorism often target large cities and key landmarks such as international airports and governmental facilities. 

Cyber-attacks can lead to business interruptions and damages to property and lives if critical safety systems (e.g. 

industrial control systems) are impacted by an event. 

SCOR UK is exposed to single or multiple terrorist attacks through some contracts and national terrorism pools. The US 

market in particular is exposed to significant terrorism risks due to the insurance obligation stipulated by law. However, 

federal aid is also provided by the Terrorism Risk Insurance Program Reauthorisation Act (“TRIPRA”), which runs until 

the end of 2027. Terrorism exposures are monitored on a worldwide basis as a fully integrated part of the Underwriting 

Management Framework. Underwriting guidelines stipulate the rules and procedures relating to the terrorism risks to 

which Specialty Insurance is exposed. SCOR monitors this risk using a very prudent approach.  

The extent of the loss event and the affected lines of business will vary depending on the man-made event. 

The extent of short-tail losses and the affected lines of business will vary depending on the man-made event. 

INADEQUATE PRICING 

SCOR UK’s business is exposed to the risk of inadequate prices with terms and conditions resulting in insufficient premium 

to cover claims costs and profitability requirements. This can arise from a variety of causes such as the application of 

underwriting guidelines being inconsistent with market conditions, contract wordings being misleading, pricing 

mechanisms not reflecting all risks adequately, adverse court decisions/developments and/or changes in the legal 

environment. 

P&C LONG-TAIL RISKS 

Long-tail lines of business, such as casualty lines (including general liability, professional liability and financial lines), credit 

and surety, inherent defect and construction warranty as well as medical malpractice are exposed to the risk of material 

reserve deteriorations (or long-tail reserve deteriorations). This is due to the materiality of insured losses driven by man-

made casualty loss events and to the time required for claims materialisation and settlement. 

Long-tail reserve deterioration occurs when the frequency and severity of claims are higher than assumed in the 

calculation of the Best Estimate Liabilities (BELs). For casualty business, the frequency and severity of claims and the 

related amounts of indemnities paid can be affected by several factors. One of the most significant factors is claims 

inflation,  mainly influenced by general economic inflation and the changing regulatory and legal and regulatory 

environment, including developments in legislation and litigation (often referred to as “social inflation”), such as the recent 

revival statutes enacted by certain US states. 
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For further information on risks related to technical provisions, please see Section C.2.3 – Risks related to technical 

provisions. 

Casualty loss events 

The specific nature of catastrophic casualty loss events to which SCOR UK is exposed can vary widely, from systemic 

liability events caused by the negative impacts of commonly used materials on human health (with asbestos as a typical 

example), to massive product liability losses emanating from items produced by a single manufacturer. Casualty events 

can also be triggered by a single disastrous event (e.g. Deepwater Horizon oil rig explosion), or events related to cyber 

frauds and data theft. 

The amount of information available on casualty catastrophes is limited. In contrast to property catastrophes, which are 

short term in nature (limited number of days between insured event and loss emergence) and for which reasonable 

estimates of the size of the loss can be calculated in a relatively short period of time after event occurrence, most casualty 

catastrophes emerge gradually and the full extent of the losses is often not known for decades.  

Depending on the type of man-made event triggering these casualty losses, property lines may also be affected 

simultaneously, e.g. if the explosion at a large industrial site destroys the industrial facility, but also pollutes the 

surrounding environment and causes property damage and bodily injuries affecting the population in the vicinity of the 

explosion. 

SCOR Group is engaged in the development of advanced liability catastrophe analytics, using data mining and specific 

modelling techniques for improving its prediction capabilities for man-made casualty loss events. 

OTHER RISKS 

Other factors could have an adverse impact, such as systemic crises, which could be generated by transition risks 

resulting from action to tackle climate change, cyclicality of the business and concentration risks related to brokered 

business. 

Systemic crises 

Historically, (re)insurers have experienced significant fluctuations in operating income due to volatile and unpredictable 

developments, many of which are beyond the control of the (re)insurer including general economic conditions, levels of 

capacity offered by the market, the level of competition with regards to pricing, and possible changes in regulations and 

societal attitudes regarding the support of industry sectors that contribute to climate change. In particular, some of SCOR 

UK's lines of business which are directly linked to financial activities are more exposed to global economic recessions 

(e.g. the Global Financial Crisis), for example, global specialty lineses such as credit & surety or liability risk such as errors 

& omissions and directors & officers liability. The areas of SCOR UK’s business that are most exposed to climate transition 

risks are those related to the (re)insurance of carbon-intensive industries.  

Cyclicality of the business 

P&C (re)insurance businesses are cyclical. The primary consequences of a softening of the (re)insurance market are a 

reduction in P&C (re)insurance premium volumes in the market and an increase in competition within the (re)insurance 

market. This could potentially lead to a loss of competitive advantage for SCOR UK. Beyond the general trends, the 

premium rate cycle affects certain geographic markets and/or certain lines of business in different ways and to a varying 

extent, independently of each other. Insurance market cycles can also be disconnected from reinsurance market cycles; 

a diversified portfolio including reinsurance and insurance activities can help to mititgate the effects of such cycles. 

Risk Concentrations 

The accumulation of risks, such as by regions, by lines of business or by exposure to individual events, may produce risk 

concentrations. Material concentration of risk in the business portfolio particularly relates to accumulation of exposures to 

natural catastrophes. In terms of individual events, the largest concentrations of exposures are to North Atlantic hurricane 

and North American earthquake. 

SCOR UK generates its business through both brokers and direct relationships with insurance company clients. For the 

year ended December 31, 2021, the Company wrote approximately 95% of non-MGA gross written premiums through 

brokers; the Company has 5 brokers that accounted for approximately 58% of its non-MGA gross premiums (in 2020: 

60%). The risk for SCOR UK is mainly the concentration of premiums written through a limited number of brokers. A 

significant reduction in the business generated through these brokers could potentially reduce premium volume and net 

income. 

C.2.1.1 MANAGEMENT OF UNDERWRITING RISKS RELATED TO THE P&C BUSINESS 

The CRO area and SCOR’s P&C business unit, within which SCOR UK operates, are organised in order to enable them 

to assess and control its risks at each level of its business. 

◼ Most of the business underwritten is periodically renewed at agreed dates, which allows for portfolio 

management actions to be implemented where needed. Business is renewed based on annual underwriting 

plans, which enable SCOR UK to monitor and manage its business. These plans are approved by the Board. 



SCOR UK – Solvency and Financial Condition Report YE 2021 

46 

◼ Most of SCOR UK's underwriters work in the Single Risks domain of Specialty Insurance, which operates 

worldwide. The Single Risks area is dedicated to large corporate businesses and is geared to providing clients 

with solutions for coverage of large conventional risks. 

◼ Underwriting and pricing guidelines, defined by SCOR’s P&C business unit, specify the underwriting capacities 

delegated to each underwriter for each line of business, as well as the underwriting rules and principles to be 

complied with. These guidelines are subject to a regular review and approval process. SCOR’s underwriting 

guidelines are more restrictive regarding certain areas with difficult or uncertain legal environments. 

o Underwriting guidelines in place within the P&C business unit specify (i) the underwriting rules and 

principles to be complied with; (ii) the underwriting capacities individually delegated to the underwriters 

in each of the markets and lines of business in which the Group operates; as well as (iii) the relevant 

maximum acceptable commitments per risk and per event and (iv) points of attention in the contract 

wordings, including recommended clauses for some aspects. 

o Pricing guidelines and parameters apply to all business priced within the P&C business unit. There 

are additional guidelines related to Natural Catastrophes and others specific to certain products which 

include agriculture, credit and surety and cyber. These guidelines seek to ensure that the analyses 

provide: (i) a best estimate of the costs and profitability of a contract as well as the uncertainty 

surrounding estimates; (ii) assistance with underwriting decisions; and (iii) the suitable outputs needed 

for the risk management process, in particular SCOR’s internal model, such as probability distributions 

for losses/Net Present Value (NPV), cash flow patterns for premium/losses, etc. They are set to 

provide consistency and continuity across the organisation but also to take into account differences 

between markets and lines of business as well as the geographical location of the client and the risks 

insured. Parameters are revised at least once a year to consider, as the case may be, changing market 

conditions and environment. Contracts that meet certain risk thresholds are subject to mandatory peer 

reviews that have to be performed and documented before pricing is completed. SCOR’s P&C 

business unit uses a data system that allows management to monitor and receive the results from 

pricing tools.     

◼ The underwriting teams are supported by the P&C business unit’s Underwriting Management. This function 

provides worldwide reinsurance and specialty insurance underwriting guidelines, policies regarding the 

delegation of capacity, underwriting support to specific lines of business or individual risks when required, ceding 

company portfolio analysis and risk surveys and is responsible for the monitoring and referral of non-standard 

business and for authorising exceptions to the underwriting guidelines. This centralised underwriting 

management process allows for consistent application of underwriting guidelines throughout the Group. 

◼ Business opportunities going beyond the stipulations of the guidelines previously defined are subject to special 

referral procedures at two levels: (i) by Underwriting Management and, where applicable, by Legal and/or 

Finance; (ii) and for cases which may have a significant impact on the balance sheet (thresholds and/or 

conditions defined in a procedure or specific guidelines) by the CRO area. 

◼ The P&C Pricing and Modelling department is responsible for the pricing of reinsurance business, done at 

individual treaty level, and for the insurance business. Guidelines, methods and tools are set and maintained 

centrally and are used by the local pricing teams across the SCOR offices. Delegation authorities specify criteria 

under which the underwriters may price certain contracts still subject to the use of the Pricing Guidelines and 

tools. Pricing results quantify expected underwriting statistics (such as loss and expense ratios), volatility 

measures, and profitability measures (such as net present value (NPV), return on risk adjusted capital (RORAC), 

and profit excess targets). The results are also used as criteria for referrals within underwriting teams. Pricing 

actuaries work closely with underwriters and modellers by market or line of business. 

◼ The P&C Pricing and Modelling department is responsible for monitoring Nat Cat accumulations. Gross 

exposures to earthquake and storm risks are measured using proprietary external models from industry-leading 

catastrophe model suppliers, including Risk Management Solutions RiskLink® (“RMS”) and AIR Worldwide 

Catrader® (“AIR”). These tools enable the Group to quantify its exposure in terms of a probable maximum loss 

(“PML”) at various levels of probability for each peril and geographic location. The overall aggregate annual PML 

per peril, allowing for potential multiple events, provides the information required to determine the level of 

reinsurance and other alternative risk transfer solutions that are needed to ensure that the net aggregate 

exposure is optimised for the Group’s risk appetite and remains within predefined tolerance limits. 

◼ In relation to climate change, the models used to price natural catastrophe business (both new and renewed) 

are calibrated using recent claims data as well as other inputs such as results from available scientific studies. 

In this way, changes in frequency and severity of the natural perils that SCOR underwrites, whether related to 

climate change indications or not, are considered in the pricing of contracts. In terms of managing climate 

transition risks, SCOR has already made certain underwriting commitments that are a strong step towards 

reducing the company’s exposure to certain carbon-intensive sectors. In addition, SCOR has introduced referral 

procedures and environmental, social and governance (ESG) scoring components for the underwriting of 

insurance and facultative reinsurance within the mining and energy sectors.   
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◼ For non-Nat Cat business, per-risk accumulation limits are defined in SCOR Group’s underwriting guidelines. 

Underwriting functions are responsible for the application and the monitoring and control of the application of 

these guidelines within their business unit.   

◼ In order to mitigate its property exposure, SCOR UK cedes a portion of the risks it underwrites. See Section 

C.2.3 – Reinsurance and other risk mitigation techniques for further information.  

◼ The claims handling function is performed by the claims teams, which review, process and monitor reported 

claims. P&C business unit’s Claims & Commutations team is responsible for the implementation and overview 

of the overall claims handling and commutation management policy for SCOR UK, implementing worldwide 

control and reporting procedures and manages commutation of portfolios and commitments. It supports and 

oversees the day-to-day activity and takes up the direct management of large, litigious, serial and latent claims. 

In addition, periodic audits are conducted on specific claims and lines of business, and claims processing and 

procedures are examined at client offices with the aim of evaluating their claims adjustment process, valuation 

of case reserves and overall performance. When needed, recommendations are given to underwriters and local 

management.  

◼ The adequacy of SCOR UK’s technical provisions is controlled based on specific procedures. For further 

information on how risks related to technical provisions are managed, see Section C.2.2 – Risks related to 

technical provisions.  

◼ Risks specific to the administration of contracts are subject to checks performed at the subsidiary and branch 

level through the “Internal Control System” framework. The application of this framework is regularly controlled 

by Group Internal Audit. SCOR’s Group Information System includes multiple automatic checks and additional 

tools. 

◼ A quarterly review of technical results is performed by business area (Reinsurance, Specialty Insurance, 

Business Ventures and Partnerships) and region. The review enables the analysis of technical results by 

underwriting year, nature and line of business. 

◼ SCOR UK’s Risk Management function is a major contributor to the Company’s quarterly Risk, Capital and 

Compliance Committee meetings, responsible for overseeing and guiding the identification, management and 

monitoring of risks and defined mitigation actions with the Company’s management. 

◼ Cross reviews are conducted to assess the quality of underwriting, pricing and claims handling of particular 

market areas or lines of business. This includes  an evaluation of the appropriateness and effectiveness of 

controls and proposals for additional risk management measures, including mitigating actions. The selection 

process to define the order of priority of cross reviews is guided by a risk-based approach. 

C.2.2 RISKS RELATED TO TECHNICAL PROVISIONS 

SCOR UK’s technical provisions are established based on the information it receives from insurance and ceding clients, 

including their own assessments, as well as on the basis of the Company’s knowledge of the risks, the studies it conducts 

and the trends it observes on a regular basis. As part of the technical provisions process, SCOR UK reviews available 

historical data and tries to anticipate the impact of various factors such as change in laws and regulations, judicial 

decisions, social and political attitudes, and changes in general economic conditions.  

If some information were incorrect and/or incomplete, this could have an adverse effect on the Company. Despite the 

audits it carries out on the companies with which it does business, SCOR UK is dependent on clients’ own technical 

provisions assessments.  

As is the case for all other (re)insurers, the inherent uncertainties in estimating technical provisions are compounded by 

the significant periods of time that often elapse between the occurrence of an insured loss and the reporting of the loss to 

the lead primary insurer and ultimately to the other (re)insurers. 

Another factor of uncertainty resides in the fact that some of SCOR UK’s activities are long-tail in nature such as general 

liability or medical malpractice. It has, in the past, been necessary for SCOR UK to revise estimated potential loss 

exposure on such lines of business. 

C.2.2.1 MANAGEMENT OF TECHNICAL PROVISION RISKS 

With regards to technical provisions risk, SCOR UK seeks high confidence in reserving adequacy based on the 

implementation of group-wide generally accepted reserving methodologies, fit for purpose reserving tools and robust 

reserving processes, controls and reconciliation validated by extensive risk management actions, in particular on 

assumptions, expert judgment, model, data quality and results. This also includes independent internal and external 

reviews. 

Around its technical provisions risk, SCOR UK has put in place a strict and robust corporate governance structure with 

transparent decision processes and four levels of control – SCOR UK Reserving, SCOR P&C Chief Reserving Actuary to 

assure appropriateness in the reserving methods and parameters used and to enhance reserving governance, the Group 

Chief Actuary (in charge of providing an independent opinion on the adequacy of the technical provisions, as well as the 
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independent validation and testing of actuarial tools, workflows, assumptions and processes linked to technical provisions) 

and external consultants when required.  

 

All these processes and controls tend to minimise the risk of inadequate technical provisions. 

Solvency II Technical Provisions 

The Solvency II technical provisions are composed of Best Estimate Liabilities (BEL) and the Risk Margin. The Group 

Actuarial Function coordinates the calculation of technical provisions across the Group. It relies upon the existing 

processes and controls described in the Group’s Actuarial Function Report (AFR). SCOR UK’s processes and controls 

around technical provisions and its AFR are aligned with SCOR Group’s. The AFR provides evidence that the duties of 

the Actuarial Function are being fulfilled, which are specifically to: 

◼ coordinate the calculation of the technical provisions; 

◼ ensure the appropriateness of the methodologies and underlying models used as well as the assumptions made 

in the calculation of technical provisions; 

◼ assess the sufficiency and quality of the data used in the calculation of technical provisions; 

◼ compare best estimates against experience; 

◼ oversee the calculation of technical provisions in the cases set out in Article 82 of the Solvency II Directive; 

◼ inform the administrative, management or supervisory body of the reliability and adequacy of the calculation of 

technical provisions. 

For further information on how technical provisions are valued, see Chapter D – Valuation for solvency purposes D.2 – 

Technical provisions. 

The contribution of the actuarial function to the management of the risk on technical provisions includes additional specific 

controls: 

◼ Externally audited IFRS reserves (loss reserves and undiscounted IBNR) are the starting point for calculating 

the Solvency II technical provisions (before discounting). Thereafter, the adjustments made to move from IFRS 

reserves to the Solvency II technical provisions are reviewed internally and across functions according to the 

area of expertise of the appropriate stakeholders (P&C business unit, Finance function, Actuarial Function 

Holder). 

◼ SCOR UK’s risk margin is calculated by the Company’s Risk Management function (based on the Standard 

Formula solvency capital requirement calculation) and is subject to review and validation by SCOR UK’s 

Actuarial Function Holder. 

For further information on how the Actuarial Function contributes to the effective implementation of the risk management 

system, see section B.6 – Actuarial function. 

C.2.3 REINSURANCE AND OTHER RISK MITIGATION TECHNIQUES 

As SCOR UK transfers a portion of its exposure to certain risks to reinsurers through reinsurance arrangements, its results 

may be impacted by the inability of the Company’s reinsurers to meet their obligations. Under such reinsurance cover, 

the Company is still liable for those transferred risks if the reinsurer cannot meet its obligations. Therefore, the inability of 

the Company’s reinsurers to meet their financial obligations could materially affect the Company’s operating income and 

financial position. 

In addition to facultative reinsurance arranged for some large accounts, the reinsurance protection programme is set each 

year to ensure that SCOR UK's adopted risk profile complies with the Company’s risk appetite framework and to help the 

Company achieve its return on capital and solvency objectives including use of proportional and non-proportional covers 

and negotiation of reinstatement conditions. The risks faced by SCOR UK through its reinsurance arrangements are 

minimised via use of highly rated reinsurance arrangements, including all treaty protection purchased internally within the 

SCOR Group which in turn has organised a Capital Shield Strategy as a tool of last-resort to protect the group capital 

base with the use of diversified external retrocessions and risk mitigation instruments.  

For further information on how credit risk related to reinsurers is managed, see Section C.4.1.2 – Credit risk related to 

reinsured liabilities. 

C.3 Market risks 

C.3.1 OVERVIEW OF MARKET RISKS 

Market risk is the risk that the fair value for future cash flows of a financial instrument fluctuates because of changes in 

market prices or macro-economic variables. This risk includes: 

◼ interest rate risk; 
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◼ currency risk; 

◼ equity risk; 

◼ credit spread risk on the invested assets. 

For further information on credit risk, see Section C.4 - Credit risks.  

Market risks can be influenced by various over-arching factors, including political, macro-economic, monetary, societal 

and environmental trends. Environmental trends include risks related to sustainability, including those as a consequence 

of climate change, which can impact any of the market risks listed above. Specifically, climate risks correspond to the risk 

that the value of assets could be negatively impacted by acute physical risks, risks linked to the transition to a low-carbon 

economy and the possibility that investment choices may result in risks to SCOR UK’s reputation. Longer-term, 

uncertainties, mainly concerning policy responses to transition risks and climate change for physical risks may lead to 

higher volatility in assets valuations. 

For further information on how macroeconomic changes (such as changes in the general price level from its current trend) 

may impact SCOR’s assets, see Section C.7.1.1 – Risks related to macro-economic environment affecting SCOR’s 

strategy. 

For quantitative information on market risk on SCOR UK’s invested assets, see Section C.1 – Introduction and Section 

E.1.2 – Solvency Capital Requirement. The presentation of SCOR UK’s assets giving rise to market and credit risks is 

provided in Section D.1 – Assets.  

C.3.1.1 INTEREST RATE RISKS 

Interest rate risk is the risk that the fair value of future cash flows or a financial instrument fluctuates because of changes 

in interest rates. Interest rate fluctuations have direct consequences on both the market value and the return on SCOR 

UK’s fixed income investments; as additionally, the level of unrealised capital gains or losses and the return on securities 

held in its portfolio both depend on the level of interest rates. Floating-rate instruments expose SCOR UK to cash flow 

interest rate risk, whereas fixed interest rate instruments expose SCOR UK to fair value interest rate risk. 

Interest rates are very sensitive to a number of external factors, including monetary and budgetary policies, the national 

and international economic and political environment, and the risk aversion of economic actors. 

During periods of declining interest rates, income from investments is likely to fall due to investment of net cash flows and 

reinvestments of redemptions at rates lower than those of the existing portfolio (dilutive effect of new investments). For 

callable bonds for which the issuer has an option to redeem earlier than the ultimate maturity, the probability of having to 

reinvest the early proceeds at lower interest rates is increased. During such periods, there is therefore a risk that SCOR 

UK’s return on equity objectives are not met.  The current low yield environment increases the potential materialisation of 

this risk. 

On the other hand, an increase in interest rates could lead to a fall in the market value of fixed income securities that 

SCOR UK holds. In the case of a need for cash, SCOR UK may be obliged to sell fixed income securities, possibly 

resulting in capital losses.  

SCOR UK’s underwriting business may also be exposed to interest rate risk. The value of long-term liabilities, the risk 

margin and deposits with clients are also subject to discounting. The discounting impact from a change in interest rates 

on assets and liabilities will offset to some extent. 

Finally, the interest rate risk depends on the duration mismatch between assets and liabilities. As such, changes in interest 

rates can affect the Eligible Own Funds, the Solvency Capital Requirement and the Solvency Ratio of the Company. 

C.3.1.2 CURRENCY RISKS 

Currency risk is the risk of loss arising due to adverse changes in or volatility of foreign exchange rates. This would impact 

the value of SCOR UK’s assets (e.g. through direct investments in assets denominated in various currencies) and liabilities 

(e.g. (re)insurance contracts with liabilities denominated in specific currencies).  

SCOR UK publishes its financial statements in Sterling, but a significant part of its income and expenses, as well as of its 

assets and liabilities, are denominated in currencies other than Sterling. Consequently, fluctuations in the exchange rates 

used to convert these currencies into Sterling may have a significant impact on its reported net income and net equity 

from year to year. Some events, such as catastrophes, can have an impact on the asset-liability matching in a given 

currency, which can generate a temporary unmatched position which is not covered by currency contracts or hedges. 

C.3.1.3 EQUITY INVESTMENT RISKS 

Equity prices are likely to be affected by risks which affect the market as a whole (uncertainty regarding economic 

conditions in general, such as anticipated changes in growth, inflation, interest rate fluctuations, sovereign risk, etc.) 

and/or by risks which influence a single asset or a small number of assets (specific or idiosyncratic risk). This may lead 

to a decrease in prices of the equity held by SCOR UK and may impact its realised or unrealised gains and losses. A 

material or long-lasting decline in the prices of equity holdings may also result in the impairment of its equity portfolio 

which would affect its net income. 
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The Company’s direct exposure to the equity market is very limited. 

C.3.1.4 CREDIT SPREAD RISKS 

Credit spread risk on invested assets is the risk of incurring a financial loss rising from the change in market assessment 

of the counterparty risk of the financial instruments or counterparties. Credit spread variations could have a direct impact 

on the market value of fixed-income securities and loans.  

C.3.2 MANAGEMENT OF MARKET RISKS 

C.3.2.1 OVERVIEW OF RISK MANAGEMENT OF ASSETS 

The Group’s and SCOR UK’s investment strategies are prudent, with the majority of assets held in cash and fixed income 

securities. They are defined in line with risk appetites and risk tolerance limits and consider the economic and market 

environment and the asset-liability matching process.  

Investment Guidelines at Group and local levels, including SCOR UK, outline the investment universe and limits, including 

concentration limits, in line with the objectives of the strategic plan. They are approved by the Board or Executive 

Management at Group or local level. 

SCOR, has outsourced the implementation of its investment strategy to its asset management company “SCOR 

Investment Partners SE” and to external asset managers. They are provided with the Company’s Investment Guidelines, 

approved by the Company’s Board. 

Exposures to major risks are monitored on a weekly basis and stress tests measure the impact of parametric or footprint 

scenarios on the invested assets portfolio. These scenarios cover changes in interest rates, inflation, equities, credit 

spreads and the real estate market. Analysis of portfolio sensitivity to major risks is an important management tool which 

is performed when making portfolio reallocation or hedging decisions. 

In currency and geographic terms, SCOR UK is heavily exposed to USD denominated assets. SCOR UK’s investment 

portfolio is risk averse as a result of the Company’s decision to focus on underwriting risks and limit other risks such as 

market risk. The invested assets portfolio is significantly invested in bonds and with a spread by country and currency that 

is appropriate to the underlying business. For more information regarding the principles applied to invest the assets in a 

prudent manner, see SCOR Group SFCR section B.2.3.4 – Main control activities – Asset Management. 

To better address climate risks and improve the resilience of its invested assets portfolio, SCOR carefully monitors 

environmental, social and governance (ESG) criteria when managing invested assets, based on exclusions of issuers 

most exposed to sustainability risks and ESG screening of assets in which the Group invests. 

C.3.2.2 MANAGEMENT OF INTEREST RATE RISKS  

Interest rate risk is managed from a holistic point of view. SCOR UK monitors the interest rate sensitivity in the Economic 

Balance Sheet (EBS). Regular monitoring enables the exposure to be compared with risk tolerance.  

SCOR UK aims to maintain an appropriate mix of fixed and variable rate instruments. It also manages the maturities of 

interest-bearing financial assets. 

Interest rate risk is managed within the Group primarily at two levels. At the level of each entity, the Group takes account 

of regulatory and accounting constraints. At the Group level, SCOR reviews its consolidated investment portfolios in order 

to identify the overall level of risk and return. It uses analytical tools which guide both its strategic allocation and local 

distribution of assets. Sensitivity to changes in interest rates is analysed on a weekly basis. 

C.3.2.3 MANAGEMENT OF CURRENCY RISKS 

SCOR UK does not actively hedge the eligible own funds through financial instruments. A variation in interest rates or 

exchange rates will impact the eligible own funds. Such economic variation would also affect the SCR. The resulting 

impact on the solvency ratio from a variation in interest or exchange rates would depend on the relative variation of both 

EOF and the SCR.   

From an IFRS perspective, SCOR UK has a balance sheet hedging approach whereby there is an objective to match 

monetary assets and liabilities in each foreign currency within a prescribed tolerance, so that the fluctuation in the 

exchange rate has no material impact on the reported net income. The policy is to closely monitor the net monetary 

currency positions and, where appropriate, execute either cash arbitrages or future hedges. 

C.3.2.4 MANAGEMENT OF EQUITY INVESTMENT RISKS 

SCOR UK’s exposure to equity risk is limited.  

C.3.2.5 MANAGEMENT OF CREDIT SPREAD RISKS 

The Company applies strict limits in terms of asset concentration by asset class but also within a single asset class and 

actively diversifies its portfolio (by type of investment, by issuer, by country and by sector). The application of these limits 

also helps to mitigate the counterparty default risk arising from investments.  
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C.4 Credit risks 

For quantitative information on credit risk, see Section C.1 – Introduction and Section E.1.2 - Solvency Capital 

Requirement. The presentation of SCOR UK’s assets giving rise to market and credit risks is provided in Section D.1 – 

Assets. 

C.4.1 OVERVIEW OF CREDIT RISKS  

Credit risk is the risk of incurring a loss as a result of an unexpected change in the financial situation of a counterparty. 

This includes credit default risk which is the risk that one party to a financial instrument or other asset will cause a financial 

loss to the other party by unexpectedly failing to discharge, either partially or fully, an obligation. Credit risk also includes 

credit migration risk, which is the risk of incurring a financial loss due to a change in the value of a contractual agreement 

following unexpected changes in the credit quality of the Company’s counterparties. 

SCOR UK is mainly exposed to the following credit risks or the accumulation of such risks in a single counterparty, the 

same sector of activity or the same country: from bond and loan portfolios, receivables from reinsurers, funds withheld by 

clients, cash deposits at banks and default of members of pools in which SCOR UK participates. SCOR UK is exposed 

to credit risk through its credit and surety (re)insurance portfolio. 

Credit risk is actively monitored and managed. The processes for managing the respective credit risks and the methods 

used to measure these risks are further described below. For further information on risk concentrations, refer to Section 

C.7.3 – Significant risk concentrations.  

C.4.1.1 CREDIT RISK RELATED TO BOND AND LOAN PORTFOLIOS  

A deterioration in the financial situation of an issuer (sovereign, public or private) or borrower can, for example, lead to its 

insolvency and to the partial or total loss of coupons and of the principal invested or lead to a loss in value. 

This risk also applies also to loan transactions in which the Company might invest. A deterioration in the solvency position 

of the borrower may lead to a partial or total loss of the coupons and the nominal invested by SCOR UK. 

The financial situation of companies to which the Company is exposed through its invested asset portfolio could be 

affected by physical and transition risks from global climate change. Physical risks relate to exposures to climate-related 

extreme events (acute) or to global trends due to climate change (chronic). Transition risks mainly concern carbon-

intensive industry sectors or companies working with carbon-intensive industries that may have stranded assets if new 

regulations are not anticipated. 

C.4.1.2 CREDIT RISK RELATED TO REINSURED LIABILITIES 

SCOR UK transfers part of its risk to reinsurers via reinsurance programmes in exchange for the payment of premiums. 

The reinsurers then assume the losses related to claims covered by the reinsurance contracts. In the event of a reinsurer 

defaulting, or its financial situation deteriorating, SCOR UK could lose part or all of the coverage provided by its reinsurer 

whereas the Company would retain its liability towards the insured for the payment of all claims covered under the 

underlying (re)insurance contract.  

Moreover, the Company is exposed to a credit risk in the event of a payment default by a reinsurer of the balance due in 

respect of its cession, including through timing differences between statement of accounts received and real payment 

due.  

C.4.1.3 CREDIT RISK RELATED TO FUNDS WITHHELD BY CLIENTS 

SCOR UK participates in several material joint business ventures, both for “live” business and run-off business. The 

Company has exposure to the liabilities generated by these business ventures (see insurance risk) as well as the funds 

withheld as part of the operating set-up of these business ventures. In the event of a client default or a deterioration in its 

financial situation, in principle it is therefore possible that the Company will remain liable for claims due without being able 

to offset all or part of the corresponding deposits. 

C.4.1.4 CREDIT RISK RELATED TO CASH DEPOSITS AT BANKS 

SCOR UK is exposed to the risk of losing all or part of any cash deposited with banks, in the event that a bank is no longer 

able, due to insolvency, to honour its commitments (e.g. following liquidation). The current main risk for SCOR UK is the 

significant concentration of deposits in a small number of banks. This risk is a direct result of the selection of the most 

stable banks.  

C.4.1.5 OTHER CREDIT RISKS 

Default of pool members  

SCOR UK participates, for certain highly specialised risk categories that are material (particularly terrorist risks), in various 

market dedicated groups of insurers, reinsurers or other member “pools” aimed at pooling the relevant risks among the 
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members of each group, which offers the best available expertise and risk sharing at market level. In the event of a total 

or partial default by one of the members of a group, , in cases of joint liability of the members, all or part of the liabilities 

of the defaulting member may need to be assumed.  

C.4.2 MANAGEMENT OF CREDIT RISKS 

Management of credit risk related to bond and loan portfolios  

SCOR UK mitigates the credit risks related to bond and loan portfolios by careful analysis and selection of issuers, and 

by a policy of geographic sector diversification. The Company maintains its investment policy in high-quality assets and 

in countries with the lowest sovereign risk.  

Exposure analyses are performed on a regular basis (sector, geographical area, counterparty and rating) and enables 

critical risks to be identified and evaluated so that appropriate actions can be taken.  

SCOR uses different approaches to assess climate-related risks and other sustainability risks in investment activities, 

including quantitative models and simulations, scenarios and stress-testing, and portfolio screening. SCOR excludes 

certain activities or issuers from its investment universe in line with its sustainable investing policy. The list of exclusions 

is communicated to all investment managers. New investments are prohibited, and the remaining positions are actively 

managed in order to accelerate their liquidation. 

Management of credit risk related to reinsured liabilities 

Following SCOR Group policy the majority of the reinsurers that SCOR UK cedes business to are affiliated entities. The 

Company assesses this exposure on a regular basis, with the reinsurance programmes being ratified by the Board on an 

annual basis. The Company also has the benefit of a segregated trust fund arrangement supporting the exposure of its 

most material intra-group reinsurance contract related to a single client. 

Management of credit risk related to funds withheld by clients 

The Company puts in place strong processes and controls to minimise risks associated with its material joint business 

ventures. Also, annual audits are scheduled as well as underwriting, pricing and actuarial reserving meetings with joint 

venture clients. Additionally, regular claims, reserving and pricing reviews take place within the P&C business unit. 

SCOR UK favours deposit arrangements with the ability to offset liabilities against deposits with high legal certainty. 

Deposits with clients are monitored regularly.  

Management of credit risk related to cash deposits at banks 

SCOR UK selects bank counterparties according to their rating and credit quality. Concentration risk from cash deposits 

at banks is mitigated through counterparty exposure limits set by the EMEA Hub. SCOR UK takes into consideration the 

public assistance (e.g. loans, guarantees of deposits, nationalisations) which certain banks may benefit from during a 

financial crisis, as they are important in the economy of their respective countries. 

For further information on how risks related to invested assets are managed, see Section C.3 - Market risk. 

Management of credit risks related to default of pool members 

In the event of joint liability of the members in pools in which SCOR UK participates, the risk of default of other pool 

members is carefully monitored by SCOR UK: 

◼ through the participation of senior management in dedicated committees such as Audit and Risk Committees 

and Technical Committees, for the pools in which SCOR UK’s participation is the most significant; and 

◼ via the careful consideration of the financial situation of other pool members. This contributes to the application 

of sound and robust governance. 

C.5 Liquidity risks 

C.5.1 OVERVIEW OF LIQUIDITY RISKS 

Liquidity risk is the risk of not having sufficient financial resources to meet obligations as they fall due, or only being able 

to secure them at excessive cost.  

C.5.1.1 LIQUIDITY NEEDS 

SCOR UK needs liquidity to pay claims, operating expenses, interest payments and redemptions on its debts and declared 

dividends on its share capital. Without sufficient liquidity, the Company may be forced to curtail its operations, and 

business will suffer. In the case of catastrophe claims, in particular, it may need to settle amounts which exceed the 

amount of available liquidity in a reduced timeframe. SCOR Group’s liquidity needs to cover catastrophe exposures are 

calibrated using the Group’s gross (before retrocession) Nat Cat annual loss distributions, on top of other regular liquidity 

needs. 



SCOR UK – Solvency and Financial Condition Report YE 2021 

53 

Liquidity needs may also arise from increased collateral requirements, which may be required by some business 

organisations in case of SCOR UK default (non-compliance with financial covenants, a significant decrease in SCOR 

UK’s financial strength rating etc), which would result in a deterioration of the Company’s liquidity. In addition, clients have 

the right to draw down on letters of credit issued by a bank in SCOR UK’s name (currently very limited) at any time; 

however the impact on their relationship with SCOR UK would be considered. The risk of this occurring would increase if 

clients’ concerns of SCOR UK not honouring its obligations increase. In a severe scenario for SCOR UK, multiple clients 

could draw down on letters of credit simultaneously, requiring SCOR UK to provide the total amount of required cash or 

fungible assets resulting in a liquidity strain for SCOR UK. 

C.5.1.2 SOURCES OF LIQUIDITY 

The principal internal sources of SCOR UK’s liquidity are (re)insurance premiums, cash flows from its investment portfolio 

and other assets, consisting mainly of cash or assets that are readily convertible into cash. SCOR UK’s ability to access 

sources of liquidity may be subject to adverse capital and credit market conditions. Liquidity risks are increased when 

capital and credit markets experience extreme volatility or disruption, as SCOR UK may need to sell a significant portion 

of its assets quickly and on unfavourable terms, particularly, if current internal resources do not satisfy its liquidity needs. 

The availability of additional financing for SCOR UK will depend on a variety of factors. These notably include market 

conditions, the general availability of credit, the volume of trading activities, the overall availability of credit to the financial 

services industry, SCOR Group’s credit ratings and credit capacity, as well as the possibility that customers or lenders 

could develop a negative perception of SCOR’s (or SCOR UK’s) long- or short-term financial prospects if large investment 

losses are incurred or if the level of business activity decreases due to a market downturn. Similarly, access to funds may 

be impaired if regulatory authorities or rating agencies take negative action that could penalise SCOR Group. The liquidity 

of several asset classes owned by SCOR Group may also be negatively impacted by changes in regulations or by non-

conventional monetary policies. If so, these factors could prevent SCOR UK from successfully obtaining additional 

financing on favourable terms. 

C.5.2 MANAGEMENT OF LIQUIDITY RISKS 

SCOR UK considers that it has sufficiently liquid resources to meet expected payments as and when these become due. 

SCOR UK’s short-term liquidity needs are monitored on a daily basis, with the nature of SCOR UK’s large insurance risks 

portfolio often requiring settlements at irregular intervals and of sizeable, unevenly distributed amounts. SCOR UK 

produces a 12-month cash flow forecast on a quarterly basis as part of the integrated group-wide cashflow monitoring 

process. This analysis is used to identify and anticipate known large payments and to monitor underlying trends in 

settlement patterns. 

SCOR UK’s available cash, access to both local and Group organised bank borrowing facilities, its readily realisable 

investment portfolio and the contractual ability to cash call large claim recoveries in advance of settling the external claim 

through its intra-group reinsurance programme, means that SCOR UK does not consider that it has any material liquidity 

risk. The ability to make timely obligation payments, as measured through available cash, is monitored and reported to 

the Risk, Capital and Compliance Committee and Board on a quarterly basis. 

C.5.3 EXPECTED PROFITS INCLUDED IN FUTURE PREMIUMS 

SCOR UK’s expected profit included in future premiums (EPIFP) as at year end 2021 amounts to GBP 95 million. EPIFP 

results are produced by SCOR UK for the purposes of QRT reporting. They are not used for internal processes regarding 

capital management, the details of which are provided in Chapter E – Capital Management, 

C.6 Operational risks 

C.6.1 OVERVIEW OF OPERATIONAL RISKS 

SCOR UK’s operational risks are aligned with those of the Group, as described in Section C.6.1 – Overview of operational 

risks in the SCOR Group’s SFCR at www.scor.com. 

For quantitative information on operational risk, see Section C.1 – Introduction and Chapter E – Section 1.2 – Solvency 

Capital Requirement. Operational risks are inherent to all businesses including SCOR UK. Operational losses may be 

split into four main causes further described below: risks related to staff, systems or facilities, processes or external events. 

The largest operational risk, as seen by SCOR UK management, is the Group risk and in particular the financial contagion 

risk from the deterioration of another Group company. SCOR UK monitors this risk by reviewing intra-group reinsurance 

and liquidity exposures and with Board oversight via shared governance with the P&C business unit and SCOR Group. 

Nevertheless, this remains one of the largest residual risks in SCOR UK’s executive summary qualitative risk dashboard. 

C.6.1.1 RISKS RELATED TO STAFF 

Risks related to staff can arise as follows: 
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◼ incidents due to mistakes or non-compliance with instructions, guidelines or policies; these could also be caused 

by additional strain on staff resulting from heavy backlog of tasks and multiple project involvements;  

◼ malicious or fraudulent acts by internal staff mandated by SCOR UK with authorised access to the Company’s 

offices or systems, or taking advantage of SCOR UK’s assets for personal gain, e.g. through the 

misappropriation of assets, intentional mismarking of positions or bribery; 

◼ intentional damage to assets (including data) required by SCOR to perform its operations by internal or external 

staff could lead to significant remediation costs (including for rebuilding databases or systems); 

◼ the failure to attract or retain key personnel or the loss of crucial information/skills concentrated in a single 

person, or of a whole team. 

C.6.1.2 RISKS RELATED TO SYSTEMS OR FACILITIES 

Risks related to systems or facilities can arise as follows: 

◼ a malfunction or a major breakdown in SCOR’s IT systems, outages, disruptions due to viruses, attacks by 

hackers and thefts or data breaches. This can occur within SCOR’s own environment or to a third party providing 

services or data to SCOR; 

◼ interruption of any of SCOR’s IT systems leading to loss of data, delays in service or in a loss of efficiency of 

teams, which could lead to remediation costs, loss of contracts or damage to the Group’s reputation. In addition, 

these incidents could increase other operational risks such as external fraud or human error (e.g. delay in the 

recognition of adverse business development). The interruption of these systems could damage commercial 

activities including underwriting, pricing, reserving, premium and claims payment, commercial support, and 

asset management; 

◼ in addition, the facilities in which SCOR operates might be impacted by natural or man-made hazards. They 

could also be affected by legal or management decisions (e.g. due to the pandemic or social conflict).  

Through centrally provided SCOR Group services, the above could impact SCOR UK. 

C.6.1.3 RISKS RELATED TO PROCESSES 

SCOR UK’s risk management policies, procedures and controls may not be appropriate or sufficient. In particular, any 

additional workload to the planned activities could reduce the effectiveness of some processes and controls. For example, 

the creation of a new business venture, the development of a new line of business, or any other project, may lead to an 

accumulation of operational risks.  

Some of SCOR UK’s processes are partially or fully outsourced. Failed outsourced processes could lead to direct losses 

and other operational incidents. 

Since SCOR UK remains responsible for commitments or services contracted, including for outsourced activities, an 

inappropriate client relationship management or inadequate level of service and/or product quality provided by the 

Company to its clients or breach of contract may lead to a loss of profitable business relationships.  

In addition, SCOR UK may be involved in legal and arbitration proceedings due to third parties challenging the terms of a 

contract, which could lead to an unfavourable outcome.  

For further details on the main current regulatory developments which may have an impact on SCOR UK, please see 

Section C.7.1.3. – Risks related to legal and regulatory development in the SCOR Group’s SFCR at www.scor.com. 

C.6.1.4 RISKS RELATED TO EXTERNAL EVENTS 

SCOR UK may be exposed to an unfavourable business environment such as evolving or additional regulatory constraints 
potentially hindering its business model. 

Legal and regulatory risk in SCOR UK’s operating environment 

As an international (re)insurer, SCOR UK must comply with national and international laws, regulations and accounting 

standards. This includes all applicable economic sanctions, programmes relating to anti-corruption, anti-money laundering, 

in addition to anti-terrorism laws, and laws and regulations applicable to its operations. Laws and regulations applicable 

to some of SCOR UK’s operations refer inter alia to the economic trade sanctions laws and regulations administered by 

the United States Department of the Treasury’s Office of Foreign Assets Control (OFAC) and to certain laws administered 

by the United States Department of State. They also refer to applicable economic trade sanctions law, regulations and 

directives of the European Union and its member states where appropriate post-Brexit. Other directives with which SCOR 

UK complies apply to anti-money laundering, corruption, terrorism financing and insider trading. Regarding anti-corruption 

laws and regulations, in particular, SCOR UK must comply with the Foreign Corrupt Practices Act (FCPA) and other laws 

such as the UK Bribery Act. Additionally, SCOR UK complies with regulatory requirements regarding data management 

(both SCOR UK’s data and that of its clients), in particular General Data Protection Regulation (GDPR) , the Brazilian 

General Data Protection Law (LGPD), approved on August 14, 2018 and in force since September 18, 2020, the Chinese 

Personal Information Protection Law (PIPL), which was passed on August 20, 2021 and came into effect on November 1, 
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2021 and the California Privacy Rights Act (“CPRA”) voted into law on November 3, 2020 and effective on January 1, 

2023. 

The level of legal, regulatory, tax or accounting requirements depends on several factors including the type of business 

(e.g. primary insurance or reinsurance business), the location and SCOR UK’s legal structure. The large number of 

different regulatory environments in which SCOR UK operates, as well as changes in present and future regulations, 

increase the complexity and risks of the related Group processes. Any violation of laws, regulations or accounting 

requirements could expose SCOR to fines, class actions with compensation payments, accounts restatements or 

business restrictions and reputational damage. 

Following the UK’s departure from the European Union and the end of the post-Brexit transition period from December 

31, 2020, the direct P&C insurance activities for European Economic Area (EEA) clients cannot be carried by SCOR UK. 

In order to prepare for this outcome, SCOR Europe SE, a direct P&C insurance company, was created in France to serve 

its continental-Europe clients, while maintaining SCOR UK for its other clients. Additionally, there is ongoing uncertainty 

on the evolution of the future UK Solvency II regulatory framework in the UK. 

SCOR might change its operational business model in order to improve efficiency (e.g. through restructuring) and this 

could result in an increase in the operational risks to which the Group and hence its legal entities including SCOR UK is 

exposed.  

Other risks related to external events 

Risks related to external fraud 

SCOR UK is exposed to external fraud which is characterised by the theft of certain Company assets by third parties or 

by clients. External fraud may be committed using various means including cyber-attacks which usually target cash or 

data. Should an act of fraud succeed in bypassing the controls, or protection measures in place, this could generate a 

direct loss for the Company. 

Risks related to cyber-attacks 

SCOR UK is exposed to cyber-attacks which can be very diverse in their sophistication and execution. The main targets 

are system functions, data and cash management. Immediate repercussions include: 

◼ systems could be slowed down, corrupted or stopped, potentially resulting in loss of productivity, corrupted data 

and remediation costs; 

◼ funds could be stolen through fraudulent wire transfers; 

◼ data could be stolen, deleted or corrupted, or made public in violation of SCOR’s regulatory or contractual 

obligations.  

Any of the above could inflict significant damages to SCOR’s systems or data, create a reputational risk, give rise to a 

breach of SCOR UK’s legal responsibility, and may result in regulatory sanctions depending on the level of sensitivity of 

the data or system that is successfully attacked. A cyber­attack could also assist those who commit external fraud, 

resulting in a financial loss. 

C.6.2 MANAGEMENT OF OPERATIONAL RISKS 

SCOR UK relies upon the organisation defined within the Group. The two main principles driving SCOR Group’s 

operational risk management approach are: 

◼ exhaustiveness: ensure that a complete and exhaustive identification of all risks within the Group is carried out 

to the extent possible; 

◼ proportionality: once operational risks are identified, management uses appropriate and proportionate 

responses, resources and procedures, focusing on key risks. 

The process owners are responsible for managing operational risks within the processes. To meet high quality standards, 

the Group relies on highly qualified staff to manage processes and the risks within these processes.  

In order to support the staff, SCOR has developed Internal Control System (ICS) standards. According to the ICS 

standards, process owners should be in a position to identify the critical operational risks within the processes assigned 

to their area of responsibility. The process owners design, implement and operate appropriate key controls and maintain 

the net risk exposure at or below an acceptable level of possible damage. 

At Group level, experienced staff members collect relevant information and analyses on operational risks, on a qualitative 

and quantitative basis. When relevant, they develop key indicators, with support from Risk Governance. The Group has 

also implemented regular risk reporting mechanisms in order to provide for an overview of operational risks across the 

Group.  

At legal entity level, depending on local requirements, specific operational risk management processes are implemented, 

where relevant. 

In addition, through its assignments, Group Internal Audit (GIA) contributes to the oversight of operational risk 

management.  
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Outsourcing some activities or processes may improve or streamline some aspects of a process, but SCOR is still 

expected to deliver the same level of service. Principles to properly manage potential operational risks stemming from 

outsourcing of certain functions are set out in dedicated policies and guidelines. 

For risks which may develop rapidly, such as external fraud, SCOR frequently adapts its risk management, for example 

by organising specific training programs and sending regular warnings and detailed instructions to its employees. 

Some of the above operational risks are transferred in whole or in part to direct insurers as follows: 

◼ the properties and other assets of SCOR and its subsidiaries are covered locally through property damage 

policies; 

◼ risks which are mostly covered at Group level include civil liability risks related to the operation of the company 

caused by employees and real estate, professional liability risks, civil liability risks of directors and officers, and 

cyber risks. 

Nevertheless, these insurance covers could prove to be insufficient and some losses could fall into the scope of the 

exclusion clauses (or interpreted as such by the insurance company).  

SCOR UK leverages on processes and practices implemented at SCOR Group level and aims to minimise its own 

operational risk, which is intrinsic in the conduct of business and cannot be completely avoided. The Company has in 

place corresponding processes and controls to mitigate such risks.  SCOR UK’s operational risks are assessed and 

monitored each quarter through the Company’s executive summary qualitative risk dashboard, reviewed quarterly by the 

Risk, Capital and Compliance Committee. 

C.7 Other material risks 

C.7.1 STRATEGIC RISKS 

Strategic risks can be defined as the risks related to losses arising from an unsuccessful strategy or objectives. Strategic 

risks can arise as a consequence of either the strategy itself (such as the accumulation of or development of risks in lines 

of business or less known markets), from external risks (such as an adverse economic environment), or from internal 

risks (such as certain causes of operational risk). Therefore, many of the risks discussed throughout Chapter C – Risk 

profile, in addition to emerging risks, could also impact the success of the strategy and achievement of objectives. 

The main strategic risks to which SCOR UK is exposed are: 

◼ geopolitical and macro-economic environment affecting strategy/objectives including the uncertain geopolitical 

and economic environment, particularly with regards to the future development of economic growth, interest 

rates and inflation, due to the current geopolitical tensions and the ongoing Covid-19 pandemic that may affect 

SCOR UK’s growth and the poor returns on financial markets exacerbating the adverse competitive environment; 

◼ effects of operating in highly competitive environment which could cause SCOR UK to lose competitive 

advantage or if adverse events had an impact on the (re)insurance industry; 

◼ changes in legal and regulatory developments as well as SCOR’s strategy being impacted by future legal or 

regulatory developments related to climate change. Tighter regulatory controls and/or government legislation to 

significantly curb carbon emissions may place restrictions on the business that SCOR can underwrite (e.g. 

carbon-intensive industries such as the coal industry in the first instance, but possibly extending to other non-

renewable energy sectors over time); and 

◼ SCOR downgrade risk, actively monitored by a dedicated team under the supervision of the Group CFO. 

SCOR UK is exposed to similar strategic risks as SCOR Group through its underwriting and investment activities.  For 

further details refer to Section C.7.1 – Strategic risk of the SCOR Group SFCR at www.scor.com. 

C.7.2 OTHER STRATEGIC RISKS AT SCOR UK LEVEL  

Strategic risks considered to be more specific to SCOR UK are described below. 

External factors 

Economic, geopolitical and financial uncertainty has been affecting the market for the past several years. There is 

considerable uncertainty in the UK regarding the potential for unforeseen local post-Brexit regulatory change in the UK 

and as the Covid-19 crisis unfolds, other regulatory uncertainties may stem from the potential setup of public/private 

“pandemic pools” for business interruption coverage. 

The current macroeconomic outlook is challenging, with increased volatility due to, for example, Covid-19, geopolitical 

turmoil, trade wars, uncertainty about future economic policies and the potential for inflation to gather momentum. There 

remains a risk of continued low interest rates. The Company is observing heightened connectivity between risks, 

accelerated by the current global situation with increasing geopolitical tensions.  
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In recent years increased political uncertainty has been observed, notably in countries where SCOR UK has exposures 

such as the UK, US and countries of the Asia-Pacific region. Political uncertainty could impact SCOR UK in a number of 

ways, including through market volatility and changes in the legal and regulatory environments in which the Company 

operates. In certain circumstances these political events can unfold quickly and unexpectedly and so are difficult to 

adequately anticipate. In terms of geopolitical outlook, the Covid-19 pandemic has fuelled populist suspicions, 

exacerbating local conflicts in many parts of the world. It has nurtured populist claims and weakened international 

cooperation. The recent EU-China sanctions escalation adds to the difficult relations with Middle East and Africa, where 

rare metals that are key for the digitalisation and the green transition are localised, and the deterioration of relations 

between the EU and Russia. Geopolitical tensions could intensify and negatively affect (re)insurance business, e.g. in 

case of new trade barriers or capital constraints. The impacts of these geopolitical tensions remain under watch. 

The traditional (re)insurance industry has been experiencing a sustained period of stronger competition with alternative 

capital markets, such as cat bonds due to their increased popularity in a period of low interest rate returns on investments. 

Over many years to 2017 there was an extensive period relatively benign to major natural catastrophes with ongoing soft 

rates and abundant capacity which only began to turn following the severe market losses caused by natural catastrophes 

and large risk losses in 2017 and 2018. Although rates have hardened in many classes in the following period, there are 

now signs of a slow down.. 

Risk selection and long-term relationships are crucial and SCOR UK has been successful in establishing these necessary 

relationships. Future challenges include SCOR UK’s capacity to reengineer its participations in order to improve the overall 

book and acquire clients looking at long-term partnerships. 

Structure Risks  

In terms of the structure risks, SCOR UK is exposed to risk related to participation in joint ventures, limited by involving 

multi-disciplinary project teams for each potential target. Material business deals are reviewed by SCOR UK executive 

management and submitted to the SCOR UK Board for approval. 

Risks related to acquisitions 

Acquisitions are managed at SCOR Group level, in coordination with each business unit depending on the size of the 

operation or the lines of business concerned. SCOR Group acquisitions may impact SCOR UK, either directly (by 

participating in the financing of the acquisition or taking on all or parts of the acquired business) or indirectly (by enter ing 

risk-sharing or reinsurance agreements with other SCOR affiliates directly impacted by the acquisition). Additionally, 

acquisitions may divert substantial amounts of management time from day-to-day operations. 

Risks related to capital  

SCOR UK is able to access capital through the SCOR Group, with capital fungibility actively managed at Group level. As 

a legal entity it may be exposed to the risk of increased local regulatory constraints. 

Risks related to deferred tax recognition 

The recognition of deferred tax assets, in particular the likelihood of recognising sufficient profits in the future to offset 

losses, depends on SCOR UK’s performance as well as applicable tax laws, regulatory requirements and accounting 

methods. The occurrence of events, such as actual operating earnings being lower than projections or losses over a 

longer period than anticipated or changes in tax legislation, regulatory requirements, or accounting methods could lead 

to the de-recognition of some of the deferred tax assets for accounting and/or regulatory purposes. This could have a 

material adverse impact on SCOR UK’s solvency ratio. The valuation risks including those related to SCOR UK’s deferred 

tax position are managed through robust processes and controls throughout SCOR Group and at the Board level of SCOR 

UK. 

C.7.3 SIGNIFICANT RISK CONCENTRATIONS 

Risk concentrations mainly impact three categories of risk, individually or collectively: 

◼ underwriting risks, in particular through catastrophes and other accumulation risks across lines of business or 

within certain geographical areas. For further information on SCOR UK’s exposure to catastrophes and how 

these risks are managed, see Section C.2.1 – P&C (re)insurance;  

◼ market risks, in particular in case of major events impacting specific types of assets to which SCOR UK is 

exposed. For further information on market risks and how they are managed, see Section C.3 – Market risks; 

◼ credit risks, in case of major events impacting certain types of counterparties or certain individual counterparties 

to which SCOR UK is exposed. For further information on credit risks and how they are managed, see Section 

C.4 – Credit risks. 

 

C.7.3.1 OVERVIEW OF CURRENT RISK CONCENTRATIONS 
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SCOR UK aims to preserve a high level of diversification throughout its activities, while controlling exposure 

concentrations to a single counterparty, type of asset, geographical area or industry sector. Risk concentrations are 

monitored to ensure they remain in line with risk tolerances, i.e. below the limits set out in order to ensure that the 

Company’s risk profile remains aligned with its risk appetite framework. The definition of the risk appetite framework aims 

to strike an appropriate balance between risk, capital adequacy and return, while respecting SCOR UK’s key stakeholders’ 

expectations. For further information on the risk appetite framework and risk tolerances, see section B.3.1 – Risk appetite 

framework. Losses arising from such risk concentrations may also significantly increase SCOR UK’s liquidity needs. 

SCOR UK assesses liquidity risks arising from a deviation from its liquidity needs over the short-, medium- or long-term. 

For further information on these risks and how they are managed, see section C.5 – Liquidity risks. 

C.8  Any other information 

No other material information is reported regarding SCOR UK’s risk profile other than presented above in section C.1 – 

introduction to C.7 – Other material risks. 
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D.VALUATION FOR SOLVENCY PURPOSES 

Solvency II requires SCOR UK to produce an economic balance sheet (subsequently referred to as EBS) representing a 

market view of its assets and liabilities as at the reporting date. The Solvency II regulations require the EBS to include 

assets valued at the amount for which they could be exchanged between knowledgeable willing parties in an arm’s length 

transaction and liabilities valued at the amount for which they could be transferred, or settled, between knowledgeable 

willing parties in an arm’s length transaction. In addition, liabilities are not adjusted to take account of the credit standing 

of the reporting entity. 

The details of the valuation principles applied in the EBS, including the differences between the valuation principles and 

those applied in the financial statements, are outlined in this chapter. 

In the EBS both assets and liabilities relating to in-force business are recognised at market-consistent values which 

constitute the valuation for solvency purposes. SCOR UK’s EBS as at December 31, 2021 has been prepared based on 

the assumption that the Company will continue as a going concern, this is in line with the preparation of the financial 

statements. SCOR UK prepares its financial statements in accordance with International Financial Reporting Standards 

(IFRS) as adopted by the UK. 

The preparation of the EBS requires management to make certain judgments, assumptions and estimates. These affect 

the reported amounts of assets and liabilities and the additional disclosures. Management reviews these estimates and 

assumptions periodically, based on past experience and other factors. The actual outcome and results could differ 

substantially from estimates and assumptions made. The most material financial statement captions for which SCOR UK 

uses estimates and assumptions are reinsurance reserves, receivables and liabilities relating to (re)insurance operations, 

the fair value and impairment of financial instruments, and deferred taxes. 

The EBS for SCOR UK is presented in Appendix 1. The relevant extracts of the EBS are included at the beginning of 

each of the following sections. 

D.1 Assets 

The table below presents the assets of SCOR UK as in the EBS together with references to the relevant sections within 

this chapter explaining the valuation basis and methods used for Solvency II purposes. There have been no changes 

made to the recognition and valuation bases used or to estimations during the reporting period. 

Tab.01 - Assets 
  

SCOR UK 
Assets as at December 31, 2021 
in GBP thousands 

EBS 
Solvency II Section 

Deferred tax assets 25 D.1.3 

Property, plant and equipment held for own use 1  

Investments  433,197  

Equities 4,588 D.1.1 

Bonds 428,749 D.1.1 

Derivatives (140) D.1.1 

Loans and mortgages - D.1.4 

Other loans and mortgages -  

Reinsurance recoverables 559,994 D.1.2 

Non-Life and Health similar to Non-Life 559,994  

Non-Life excluding Health 559,994  

Deposits to cedents 30,020 D.1.2 

Insurance and intermediaries receivables 72,217 D.1.2 

Reinsurance receivables 45,111 D.1.2 

Receivables (trade, not insurance) 2,225 D.1.4 

Cash and cash equivalents 52,947 D.1.1 

TOTAL ASSETS 1,195,740  
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D.1.1 CASH AND INVESTMENTS, OTHER THAN PROPERTY AND PARTICIPATIONS 

SCOR UK As at December 31, 2021 

in GBP thousands EBS Statutory IFRS Difference 

Equities 4,588 4,588 - 

Bonds 428,749 428,749 - 

Derivatives (140) (140) - 

Cash 52,947 52,930 17 

Total investments and cash 486,144 486,127 17 

Valuation for solvency purposes 

Investments in the EBS include financial assets such as bonds, (corporate bonds, government bonds, collateralised 

securities), derivatives, deposits, other investments and cash. SCOR UK does not hold any assets in index-linked or unit-

linked funds. 

The economic value of financial assets that are traded in an active financial markets is determined by reference to quoted 

market bid prices, at the close of business on the reporting date. Quotations are considered as active market prices if the 

quoted prices or rates represent actual and regularly occurring transactions that are available from a stock exchange, 

dealer or broker.  

Financial assets valued using quoted prices comprise government, covered and agency bonds, corporate bonds, as well 

as short term investments. For derivative financial instruments, fair value is determined by reference to either published 

bid values, or values based on models prepared by internal and external experts using observable market inputs. 

If quoted prices in active markets for identical assets or liabilities are not available, the following valuation methods may 

be used: 

◼ quoted market prices in active markets for similar assets, with adjustments to reflect specific factors (including 

the condition or location of the asset or volume or level of activity in the markets within which the inputs are 

observed); 

◼ other models based on market inputs; and  

◼ models using inputs which are not based on observable market data.  

As SCOR UK is responsible for determining the economic value of its investments, regular analysis is performed to check 

whether prices received from third parties are reasonable estimates of market value.  

The analysis includes: (i) a review of price changes made in the investment management systems; (ii) a regular review of 

pricing deviations between dates exceeding predefined pricing thresholds per investment categories; and (iii) a review 

and approval of extraordinary valuation changes noted.  

SCOR UK may conclude prices received from third parties are not reflective of current market conditions. In those 

instances, SCOR UK may request additional pricing quotes or apply internally developed valuations. Similarly, SCOR UK 

may value certain derivative investments using internal valuation techniques based on observable market data.  

Equities 

For unlisted equity instruments, where the fair value cannot be measured reliably and which are measured at cost, a 

regular analysis is completed to determine if this remains appropriate given the nature of the investment and factors such 

as amounts realised and the appearance or re-appearance of a market or reliable value. Impairment assessments are 

completed dependent on the underlying nature of the investment and the expected future cash flows. 

Bonds (government, corporate, structured notes, collateralised securities) 

Structured products, other than securities issued by government agencies for which the market is considered active, 

hybrid and tier 1 and tier 2 corporate debt, private placements, inflation linked government assimilated bonds, specific 

and alternative investments are valued based on models prepared by internal and external experts using observable 

market inputs.  

Cash and cash equivalents 

SCOR UK applies the same definition of cash for both IFRS and Solvency II reporting purposes, except for cash overdraft 

(negative cash) balance. This means cash includes cash, net bank balances and short-term deposits or investments 

which have maturity less than three months at the date of purchase or deposit. Cash overdraft (negative cash) balance is 

reclassified under debts owed to credit institutions on the liabilities side. 

Comparison with valuation in financial statements 

The method of valuation applied to financial assets in the Solvency II EBS does not differ from IFRS.  
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For further details on IFRS balances and valuation methods applied to investments, please refer to the following notes in 

the SCOR UK Audited Financial Statements 2021: Note 1 Accounting Policies – D Financial Instruments. 

D.1.2 INSURANCE TECHNICAL ASSETS 

SCOR UK As at December 31, 2021 

in GBP thousands EBS Statutory IFRS Difference 

Deferred acquisition costs (DAC) - 38,259 (38,259) 

Reinsurance recoverables 559,994 786,108 (226,114) 

Non-Life  559,994 786,108 (226,114) 

Life  - - - 

Deposits to cedents 30,020 30,020 - 

Insurance and intermediaries receivables 72,217 289,410 (217,193) 

Reinsurance receivables 45,111 45,970 (859) 

Total insurance technical assets 707,342 1,189,767 (482,425) 

Valuation for solvency purposes 

Insurance technical assets are balances that relate to reinsurance and direct insurance contracts.  

In the EBS assumed and ceded technical provisions are recognised in line with Solvency II methodology (see section D.2 

Technical provisions). The calculation of Solvency II best estimate liabilities and risk margin considers all cash flow 

projections related to existing insurance and reinsurance contracts, including premiums, benefits and expenses payments. 

As a result some balances that exist in the IFRS balance sheet are either cancelled or adjusted on transition to the EBS, 

as follows: 

DAC 

DAC which represents the deferral of costs directly associated with the acquisition of new contracts (mainly commission) 

is not recognised in the EBS. Reimbursements of initial incurred acquisition costs are included in future premiums and 

thus included in the calculation of technical provisions. 

Reinsurance recoverables 

Reinsurance recoverables (ceded technical provisions) reflect the estimated amounts which are recoverable under 

reinsurance contracts in respect of SCOR UK’s reinsurance contracts.  

Reinsurance recoverables in the EBS are calculated using essentially the same methodology, systems and processes as 

the best estimate liabilities (see section D.2 Technical provisions). Assumptions are set based on the type of business 

reinsured and the valuation takes into consideration the recoverability of the balance, where appropriate. 

Deposits to cedents 

These balances represent deposits made at the request of clients as collateral for SCOR UK’s (re)insurance commitments.  

Deposits with a variable return rate depending on a specified portfolio of assets: the fair value of the deposits is the market 

value of the underlying assets. This type of fund is adjusted to match the corresponding liabilities. 

Insurance and intermediaries receivables 

Insurance and intermediaries receivable balances included separately in the EBS represent amounts linked to insurance 

business that are due (and overdue) from policyholders, intermediaries and other insurers, but that are not included in the 

projected cash flows used for the calculation of technical provisions.  

Facultative premium overdue amounts have been removed from the technical provisions and now are booked as 

receivables. 

Comparison with valuation in financial statements 

As explained above, technical cash flows are taken into account within the Solvency II best estimate liabilities. As a result, 

acquisition costs and insurance receivables that are included in the projected cash flows used for the calculation of 

technical provisions are not recognised separately in the EBS. The same principles apply to reinsurance operations 

through the assessment of reinsurance recoverables. Adjustments to the value of deposits to cedents are calculated 

consistently with the adjustments to best estimate liabilities. 

For further details on IFRS balances and valuation methods applied to insurance technical assets, please refer to the 

following notes in the SCOR UK Audited Financial Statements 2021: Note 1 Accounting Policies – F Insurance Contracts. 

D.1.3 DEFERRED TAX ASSETS 

The Company has no unused tax losses as at December 31, 2021. Any tax losses are recognised as a deferred tax asset 

on the balance sheet. 
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SCOR UK As at December 31, 2021 

in GBP thousands EBS Statutory IFRS Difference 

Deferred tax assets 25 25 - 

Deferred tax liabilities (8,389) (499) (7,890) 

Net deferred tax (liabilities) / assets (8,364) (474) (7,890) 

Valuation for solvency purposes 

Deferred taxes are recognised in the EBS using the balance sheet liability method, for all temporary differences at the 

reporting date between the tax base of assets and liabilities and their carrying amount in the EBS. 

The main temporary differences arise from the change in technical provisions and risk margin and unrealized losses 

carried forward. 

Deferred tax assets are recognised on net operating losses, carried back when a carry-back claim is available and carried 

forward to the extent that it is probable that future taxable income will be available against which they can be offset. 

Management makes assumptions and estimates related to income projections to determine the availability of sufficient 

future taxable income. Business plans include assessments of gross and net premium expectations, expected loss ratios 

and expected general expenses ratios, together with actuarial assumptions. To the extent that net operating losses carried 

forward cannot be utilised or expire, deferred income tax expenses may be recorded in the future.  

Deferred tax assets and liabilities are assessed at the tax rate applicable in the fiscal year in which the asset will be 

realised or the liability settled, based on the tax rates (and tax regulations) that have been enacted or substantially enacted 

at the reporting date. See section E.6 for further details regarding the position at December 31, 2021. 

The impact of Solvency II adjustments to bring IFRS figures to EBS market value is an overall increase in net assets, 

therefore all deferred tax impacts arising from the recording of economic adjustments are reflected in the deferred tax 

liability. 

Deferred tax assets that are recorded in the IFRS financial statements in accordance with IAS 12 Income Taxes are 

retained on the EBS.  

Comparison with valuation in financial statements 

Measurement of deferred taxes for Solvency II EBS is generally consistent with IFRS, the difference being the fact that 

the deferred tax asset or liability is established based on the difference between the values ascribed to assets and 

liabilities recognised in the EBS and their values recognised for tax purposes (instead of the differences between the 

asset or liability carrying amount in the IFRS balance sheet and its tax base).  

For the purpose of EBS the appropriate deferred tax effect of all adjustments between IFRS balance sheet and EBS is 

recognised using the applicable local tax rates. Deferred tax balances are adjusted for the impacts of the differences 

between the IFRS and Solvency II valuation basis – the main difference being driven by revaluation of technical balances.  

D.1.4 OTHER ASSETS 

SCOR UK As at December 31, 2021 

in GBP thousands EBS Statutory IFRS Difference 

Loans and mortgages - - - 

Receivables (trade, not insurance) 2,225 2,364 (139) 

Any other assets 3 3 - 

Total other assets 2,228 2,367 (139) 

Valuation for solvency purposes 

This section covers all other assets recognised in the EBS, including trade receivables. Most of these assets are carried 

at cost which is a good approximation of their market value.  

Trade receivables include amounts receivables from various business partners and the state (e.g. current tax) that are 

not insurance or reinsurance related. 

Comparison with valuation in financial statements 

There has been a small reclassification on receivables within the Solvency II EBS and this has been reclassified to 

‘Insurance & Intermediaries payables’ within liabilities.

D.2 Technical provisions 

SCOR UK’s technical provisions are calculated as the sum of best estimate liabilities (BEL) and risk margin (RM). BEL is 

valued as the net present value of future cash-flows. RM is derived by applying a cost of capital approach. This chapter 
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provides an overview of the technical provisions at year-end 2021. In addition, the bases, methods and assumptions used 

for the calculations are described as well as the related uncertainties.  

The risk-free interest rates used for discounting are those provided by PRA. Unadjusted risk-free rates are used with no 

transitional or long-term guarantee measures (e.g. volatility adjustments). 

D.2.1 NON-LIFE TECHNICAL PROVISIONS 

The table below presents the Non-Life technical provisions of SCOR UK. 

SCOR UK 
As at December 31, 2021 
in GBP thousands EBS 

Non-Life technical provisions 852,208 

TPs – Non-Life (excl. Health) 852,208 

Best estimate 834,881 

Risk margin 17,327 

Non-Life reinsurance recoverables (559,994) 

Non-Life (excl. Health) (559,994) 

Net Non-Life technical provisions 292,214 

 

D.2.1.1 SEGMENTATION BY LINES OF BUSINESS 

The table below shows the valuation of net technical provisions of SCOR UK as at December 31, 2021, presented by line 

of business (LoB) as defined for Solvency II reporting purposes. 

SCOR UK 
As at December 31, 2021 
in GBP thousands 

Best estimates 
liabilities (BEL) 

Reinsurance 
recoverables Risk margin 

Total net 
technical 

provisions 

Marine, aviation and transport 95,394 (64,847) 2,209 32,757 

Fire and other damage to property 217,788 (81,719) 4,097 140,167 

General liability 272,226 (236,728) 5,648 41,146 

Credit and suretyship 11,910 (13,920) 305 (1,704) 

Miscellaneous financial loss 2,156 (1,714) 47 489 

Non-proportional casualty 124,777 (113,325) 2,646 14,097 

Non-proportional marine, aviation and transport 10,415 (2,263) 228 8,380 

Non-proportional property 100,214 (45,479) 2,148 56,882 

Total 834,880 (559,995) 17,328 292,214 

 

The P&C net technical provisions of GBP 292 million correspond to the sum of P&C best estimate liabilities net of 

reinsurance recoverables of GBP 275 million and a risk margin of GBP 17 million. 

The P&C net best estimate liabilities of GBP 275 million (comprising the gross best estimate liabilities of GBP 835 million  

reinsurance recoverables of GBP (560) million, as presented in the above table) are composed of two parts: net claims 

provisions (GBP 251 million) and net premiums provisions (GBP 24 million). The expected future premiums and premium 

estimates net of commissions are not shown on the assets side of the EBS but are netted down from the future claims on 

the liability side. 

D.2.1.2 BEST ESTIMATE LIABILITY 

Claims provisions methodology and assumptions 

The elements of claims provisions (GBP 251 million) recognised within best estimate liabilities in SCOR UK EBS are 

described below.  

◼ IBNR corresponds to the reserves for claims incurred but not yet reported and not sufficiently reserved. It is 

calculated in the SCOR system at actuarial segment/underwriting year level using Best Estimate Ultimate Loss 

Ratios which are based on an annual analysis by the local actuaries.  

◼ Outstanding claims are the same as in IFRS.  

◼ Claims estimates mostly correspond to the part of the claims not yet paid in cash. It can also correspond to the 

loss corridor clause, which is a feature of the contract defining a range of loss ratios between which the reinsurer 

will pay a percentage defined in the contract. An estimate of the amounts to be paid is computed according to 

the best estimate loss ratios. 

◼ In calculating the unallocated loss adjustment expenses (ULAE) and overhead expenses SCOR UK takes into 

account all cash flows arising from expenses that will be incurred in servicing the recognised insurance and 
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reinsurance obligations over the lifetime thereof. This includes administrative expenses, investment 

management expenses and claims management handling expenses. 

◼ Claims discount represents the adjustment for the time value of money linked to claims estimates, outstanding 

claims, IBNR and ULAE reserves. The discount on claims reserves is calculated using underwriting years’ claims 

patterns calculated by SCOR UK and risk-free rates yield curves published by PRA.  

◼ The underwriting claims patterns gross of reinsurance are annually estimated by local actuaries at actuarial 

segment level. In most cases, patterns are calculated using the Chain-Ladder method, derived from the claims 

paid triangles.  

◼ Each and every year, relevant assumptions made in the calculation of best estimate are reviewed and updated. 

SCOR UK considers market exogenous information such as medical inflation and interest rates.   

Premium provisions methodology and assumptions 

The elements of Solvency II premium provisions are described below: 

◼ The future premiums correspond to the part of the premiums not yet written and relates to the difference between 

Estimated Gross Premium Income (EGPI) and Written premiums for bound contracts only.  

◼ Future commissions correspond to commissions on future premiums. 

◼ Future claims are the claims reserves related to future premiums and IFRS unearned premium reserves. The 

best estimate loss ratio used for future claims calculation is derived by SCOR UK reserving actuaries from either 

pricing loss ratios or experience loss ratios.  

◼ The premiums’ estimates correspond to the part of the written premiums not yet received in cash. Premiums’ 

estimates include the reinstatement and burning cost premiums which are calculated using the projected claims 

ultimate (so including IBNR). Given that IBNR under IFRS and EBS are not necessarily the same, reinstatement 

premiums and burning cost premiums will also vary. 

◼ Facultative premium overdue amounts have been removed from the technical provisions and now are booked 

as receivables. 

◼ The premium estimates that are already earned are reallocated from premium reserves to claims reserves 

◼ The commissions’ estimates correspond to the commissions on premiums estimates. Commissions’ estimates 

include the sliding scale commissions and the profit commissions which are calculated using the projected 

claims ultimate. 

◼ ULAE on future claims is calculated in the same way as ULAE for Claims Provisions. 

◼ Discount: Claims discount principles apply to premium discount. 

Comparison to prior period 

◼ The main changes implemented this year were the removal of Facultative Overdue Premium from the technical 

provisions and their allocation to receivables, as well as the reallocation within the technical provisions of earned 

premium and commissions estimates from premium provisions to claims provisions. 

List of the most commonly used methods 

To assess the IFRS and Solvency II Best Estimate, SCOR UK uses generally accepted actuarial methods which take into 

account quantitative loss experience data, together with qualitative factors and exogenous data, where appropriate. The 

reserves are also adjusted to reflect (re)insurance contract terms and conditions, and the variety of claims processing that 

may potentially affect the Company’s commitment over time.  

SCOR UK uses among others: 

◼ Deterministic methods (e.g. Chain Ladder, Bornhuetter-Ferguson, Average cost or Loss ratio methods) for Best 

Estimate and patterns assessment;  

◼ Stochastic approaches (e.g. Mack model, Bootstrap) for reserves’ volatility estimates;  

◼ Expert judgments (e.g. exogenous a priori loss ratios provided by SCOR Global P&C pricing or underwriting); 

◼ Tailor made solutions: depending on data availability and portfolio complexity, SCOR UK develops tailor made 

solutions. Some parameters used in these models can be subject to dedicated studies. These parameters 

include but are not limited to interest rates, legal development or inflation. 

D.2.1.3 LEVEL OF UNCERTAINTY 

In P&C Business, the uncertainty mainly arises from: 

◼ The level of ultimate loss ratios used to compute the reserves. Some reserving methods require the use of a 

priori ultimate loss ratios. Pricing loss ratios are often used; sensitivities around these ratios are tested. 

◼ The level of the case reserves which is tested through two tests: the first tests the tail development and the 

second tests the outstanding claims reserves.  
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◼ The claim inflation on the UK Medical Malpractice portfolio as the medical inflation is hard to predict and could 

result in an increase in future payments. Therefore, we quantify the impact of the historical claims inflation on 

the future payments for each underwriting year.  

◼ The Company has performed an analysis of its portfolio of insurance contracts to determine the exposure to 

Covid-19 losses and has concluded that whilst the full impact is unknown, on its current analysis adequate 

provision has been made for future loss development within its reserves. 

The results of the above stress tests fall within a reasonable range of potential loss deviations from the best estimate and 

are absorbable by usual reserve volatility. 

D.2.1.4 REINSURANCE RECOVERABLES  

SCOR UK transfers part of its risks to reinsurers via reinsurance programmes. The reinsurers then assume, in exchange 

for the payment of premium by SCOR UK, the losses related to claims covered by the reinsurance contracts. 

Reinsurance IBNR 

For proportional reinsurance, the cession rate is applied to assumed best estimate IBNRs and reinsurance IBNR amounts 

are automatically calculated.  

For non-proportional reinsurance under the Solvency II framework, it is considered that the reinsurance IBNRs booked 

under IFRS reflect the Best Estimates position.  

Reinsurance discount 

For proportional reinsurance, the pattern of the corresponding assumed segments is used. 

For non-proportional reinsurance, the pattern linked to the LoB reinsurance is used to calculate the cash flows of the 

reinsurance contract.  

Adjustment for expected losses due to counterparty default (bad debts) 

Reinsurance Bad Debt is estimated at contract/section/underwriting year/reinsurance level using the credit rating of the 

relevant reinsurers. The rating is associated with an expected default probability and a recovery rate provided by EIOPA 

in Article 199 of the Delegated Acts.  

Reinsurance segmentation 

For proportional reinsurance, the allocation by line of business is following the assumed segmentation. 

For non-proportional reinsurance, rules starting from the reinsurance contract criteria are used. 

D.2.1.5 RISK MARGIN 

The Risk Margin is computed based on the following principles: 

◼ It is calculated according to the cost-of-capital approach following Solvency II rules.  

◼ A simplified method from the hierarchy of methods set out in EIOPA guidelines on the valuation of technical 

provisions has been used for the computation of the risk margin as at December 31, 2021. 

◼ The SCR of  SCOR UK captures exclusively the non-life underwriting risk including catastrophe risk, 

counterparty default risk and operational risk associated with the transferred portfolio.  

◼ The required capital over time is obtained from the projections using paid claims patterns. 

The Risk Margin is allocated to reach the granularity (e.g. transaction currencies, lines of business) needed for the EBS 

production and the filing of the Quantitative Reporting Templates. Allocation keys are derived from discounted gross Best 

Estimates liabilities related to the P&C underwriting risks. 
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D.2.1.6 COMPARISON WITH VALUATION IN FINANCIAL STATEMENTS 

The main differences between IFRS and EBS reserves (excluding risk margin) as at December 31, 2021 are shown in 

the following tables, which are split between claims and premium reserves: 

SCOR UK 
As at December 31, 2021 
in GBP thousands 

EBS Claims 
provisions 

IFRS Claims 
provisions Difference 

Marine, aviation and transport 31,744 5,199 26,545 

Fire and other damage to property 112,948 47,365 65,583 

General liability 35,234 20,297 14,937 

Credit and suretyship (1,922) (5,627) 3,705 

Miscellaneous financial loss 434 (139) 573 

Non-proportional casualty 11,134 9,913 1,221 

Non-proportional marine, aviation and transport 7,879 388 7,491 

Non-proportional property 53,912 10,962 42,950 

Total 251,363 88,358 163,005 

 

The main differences between IFRS and Solvency II best estimate liabilities are coming from the reallocation of earned 

premium/commission estimates (largely driven by overdue premium), the reserve adequacy amount (driven by the 

inclusion of ENIDs), the claims discount as well as a broader scope of the ULAE definition. Regarding ULAE, the IFRS 

definition includes only claims expenses whereas the EBS definition includes as well administrative and investment 

expenses. Regarding the premium estimates, it is due to a difference of position in the balance sheet: the premium 

estimates are contained in assets under IFRS whereas they are included in the technical provisions in a Solvency II view. 

 

SCOR UK 
As at December 31, 2021 
in GBP thousands 

EBS Premium 
provisions 

IFRS Premium 
provisions Difference 

Marine, aviation and transport (1,196) 22,272 (23,468) 

Fire and other damage to property 23,121 82,849 (59,728) 

General liability 264 4,910 (4,646) 

Credit and suretyship (88) 745 (833) 

Miscellaneous financial loss 8 56 (48) 

Non-proportional casualty 318 1,193 (875) 

Non-proportional marine, aviation and transport 274 5,498 (5,224) 

Non-proportional property 821 39,423 (38,602) 

Total 23,522 156,946 (133,424) 

 

The main differences between IFRS and Solvency II best estimate liabilities arise from the UPR cancellation and inclusion 

of future positions within the technical provisions.  

The future positions do not exist in IFRS balance sheet but replace the Unearned Premium Reserves and DAC (booked 

on the asset side under IFRS). They also include future cash flows relating to contract boundaries, which are not integrated 

into SCOR UK’s financial statements (see section D.2.1.2 - Best Estimate Liability).

D.3 Other liabilities 

The table below presents the liabilities of SCOR UK as in the EBS together with references to the relevant sections within 

this chapter explaining the valuation bases and methods used for Solvency II purposes. There have been no changes 

made to the recognition and valuation bases used or to estimations during the reporting period. 

SCOR UK 
Liabilities as at December 31, 2021 
in GBP thousands 

EBS 
Solvency II Section 

Technical provisions – Non-Life 852,208 D.2 

Deposits from reinsurers 33,118 D.3.1 

Deferred tax liabilities 8,389 D.3.2 

Debts owed to credit institutions 16 D.3.3 

Financial liabilities other than debts owed to credit institutions 1,591  
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Insurance and intermediaries payables 87,123 D.3.1 

Reinsurance payables 1,747 D.3.1 

Payables (trade, not insurance) 311 D.3.3 

Subordinated liabilities 30,590 D.3.3 

Subordinated liabilities not in basic own funds -  

Subordinated liabilities in basic own funds 30,590  

Any other liabilities, not elsewhere shown 740 D.3.3 

TOTAL LIABILITIES 1,015,833  

   
EXCESS OF ASSETS OVER LIABILITIES 179,907  

 

D.3.1 INSURANCE TECHNICAL LIABILITIES 

SCOR UK As at December 31, 2021 

in GBP thousands EBS Statutory IFRS Difference 

Deposits from reinsurers 33,118 33,118 - 

Insurance and intermediaries payables 87,123 92,364 (5,241) 

Reinsurance payables 1,747 162,589 (160,842) 

Other technical provisions - 27,174 (27,174) 

Total insurance technical liabilities 121,988 315,245 (193,257) 

 

Valuation for solvency purposes 

Insurance technical liabilities are balances that are related to the reinsurance and direct insurance contracts, other than 

technical provisions.  

As explained in section D.3.2 – Insurance technical liabilities, technical cash flows are taken into account in Solvency II 

best estimate liabilities. Adjustments to the value of deposits from cedents and reinsurers follow the corresponding 

adjustments to the best estimate liabilities. For the remaining insurance technical liabilities, the method of valuation applied 

in the Solvency II EBS does not differ from the statutory financial statements.  

Deposits from reinsurers  

These are deposits received from or deducted by a (re)insurer as collateral in relation to SCOR’s outwards reinsurance 

contracts. SCOR UK measures it deposits from reinsurers (or ceded fund withheld) at amortised cost as that approximates 

their market value. 

Insurance and intermediaries payables 

Most payables related to insurance and reinsurance contracts are considered within the net best estimate liabilities as 

Solvency II requires transfer of future cash flows from (re)insurance receivables/payables to technical provisions.  

The insurance and intermediaries payable balances included separately in the EBS represent amounts linked to insurance 

business due to policyholders, intermediaries and other insurers, but that are not included in the cash flows of technical 

provisions.  

The reinsurance payables are outstanding amounts linked to (re)insurance costs that are still due to the reinsurer or the 

broker. 

The payables are carried at amortised cost that approximates their market value.  

Other technical provisions 

DAC asset is not recognised in the EBS (see section D.1.2 Insurance technical assets) and the same applies to the 

reinsurers’ share of these costs as all acquisition costs and related reinsurance recoveries are covered in the calculation 

of net technical provisions. This de-recognition drives the decrease in any other technical provisions as ceded DAC is 

included in the IFRS balance. 

Comparison with valuation in financial statements 

As explained above, technical cash flows that are taken into account within Solvency II net best estimate liabilities are not 

recognised separately in the EBS. For the remaining insurance technical liabilities the method of valuation applied in the 

Solvency II EBS does not differ from IFRS. 

For further detail on IFRS balances and valuation methods applied to insurance technical liabilities, please refer to the 

following notes in the SCOR UK Audited Financial Statements 2021: Note 1 – Accounting Policies. 

D.3.2 DEFERRED TAX LIABILITIES 

SCOR UK As at December 31, 2021 
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in GBP thousands EBS Statutory IFRS Difference 

Deferred tax liabilities 8,389 499 7,890 

Valuation for solvency purposes and comparison with valuation in financial statements 

For further details on IFRS balances and valuation methods applied to deferred taxes, please refer to sections D.1.3 

Deferred tax assets. 
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D.3.3 FINANCIAL AND OTHER LIABILITIES 

SCOR UK As at December 31, 2021 

in GBP thousands EBS Statutory IFRS Difference 

Debts owed to credit institutions 16 - 16 

Payables (trade, not insurance) 311 311 - 

Subordinated liabilities 30,590 30,665 (75) 

Any other liabilities, not elsewhere shown 740 740 - 

Total financial and other liabilities 31,657 31,716 (59) 

 

Valuation for solvency purposes 

Financial liabilities 

Financial liabilities in the EBS include subordinated liabilities. 

Subordinated liabilities are debts which rank after other debts when the company is liquidated. (Those subordinated 

liabilities that are classified as basic own funds (BOF) are presented separately in the EBS.) 

For subordinated liabilities SCOR uses a simple cash flow modelling approach that discounts future cash flow using the 

swap rate yield curve as at December 31, 2021 plus the frozen credit spread at issuance. 

Other liabilities 

This section covers all other liabilities recognised in the EBS, including provisions, trade payables and any other liabilities.  

Trade payables include amounts due to suppliers, and the state (e.g. current tax) that are not insurance or reinsurance 

related. 

Any other liabilities primarily include accruals. Trade and other liabilities are carried at amortised cost as that approximates 

their market value. 

Provisions are recognised when SCOR UK has a present legal, contractual or constructive obligation as a result of past 

events and it is probable that an outflow of resources will be required to settle the obligation and a reliable estimate of the 

amount of the obligation can be made. Provisions are measured at the expected present value of future cash flows 

required to settle the obligation. 

Management assesses provisions and the likely outcome of pending or probable events, for example from lawsuits or tax 

disputes, on an ongoing basis. The outcome depends on future events that are by nature uncertain. In assessing the 

likely outcome of events, management bases its assessment on external legal assistance and established precedents. 

Comparison with valuation in financial statements 

Generally, the valuation method applied to financial liabilities in the Solvency II EBS does not differ from IFRS, except for 

the change from amortised cost to fair value for subordinated debt.  

The cash overdraft (negative cash) balance is reclassified from Assets to ‘Debts owed to credit institutions’. 

Provisions and other liabilities are carried at their fair value for IFRS and there is no valuation difference between IFRS 

accounts and the EBS.

D.4 Alternative methods of valuation 

As noted in sections D.1 Assets and D.3 Other liabilities, in certain circumstances for some assets and liabilities, SCOR 

UK uses alternative valuation methods (including models) to estimate the market value. These methods are applied where 

the valuation is not possible using the default method (valuation based on quoted prices in active markets for the same 

assets or liabilities) or using quoted market prices in active markets for similar assets and liabilities with adjustments to 

allow for the specific differences. All valuation methodologies applied by SCOR UK are explained within relevant sections 

in chapters D.1 for assets and D.3 for other liabilities. 

 

D.5 Any other information 

No other material information was identified by SCOR UK over the reporting period other than valuation of assets and 

liabilities presented in sections D.1 Assets to D.4 Alternative methods of valuation. 
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E. CAPITAL MANAGEMENT 

This section gives an overview of the year-end 2021 capital position for SCOR UK. The following table displays the key 

results as at December 31, 2021. 

 

SCOR UK 
in GBP thousands 

 December 31, 
2021 

 December 31, 
2020 Variance 

Eligible Own Funds (EOF) 210,496 178,589 31,907 

Solvency Capital Requirement (SCR) 134,563 101,765 32,798 

Excess Capital (EOF - SCR) 75,933 76,824 (891) 

Solvency ratio 156% 175% (18)% 

 

E.1 Own funds 

Capital management is at the core of SCOR UK’s strategy. SCOR UK’s goal is to manage its capital in order to maximise 

its profitability, while meeting its solvency target range, in line with its risk / return strategy as defined in SCOR Group’s 

strategic plan “Quantum Leap”” and the previous strategic plan “Vision in Action”.  

SCOR UK has had strong capital management governance and processes in place with integrated supervision of 

regulatory constraints at Group level for many years, ensuring an optimised use of capital and fungibility of capital within 

the Group. SCOR UK monitors and updates, quarterly, the regulatory solvency position allowing it to detect any material 

changes over each quarter and to anticipate necessary actions to maintain adequate solvency. This detailed capital 

planning exercise is based on the bi-annual financial operating plan of the group and is broken down at legal entity level. 

SCOR also performed three-year capital projections, including IFRS, regulatory capital, and rating capital projections, in 

the context of its three-year strategic planning exercise.  

For more information on own funds please also refer to Quantitative Reporting Template S.23.01 – Own funds, presented 

in Appendix A. 

E.1.1  OWN FUNDS STRUCTURE 

SCOR UK is a 100% owned subsidiary of ultimate parent SCOR SE.  

SCOR UK’s own funds eligible to cover the SCR are GBP 210 million at December 31, 2021. (December 31, 2020: GBP 

179 million). 

Total eligible own funds as at December 31, 2021 (GBP 210 million) are than GBP 32 million higher compared to the 

balance as at December 31, 2020. 

The main changes in the composition of own funds during 2021 relate to a net profit for the year (GBP 19 million), reduction 

of foreseeable dividend (GBP 21 million), decrease in the revaluation reserve (GBP -6 million) and decrease in the 

subordinated debt (GBP -1 million). 

The key drivers for the change in own funds are the increase in the net earned premiums most notably on Property, 

coupled with lower levels of claim activity than the previous year. 

SCOR UK Own funds structure as at December 31, 2021 

in GBP thousands Tier 1 Tier 2 Tier 3 Total 

Basic own funds 179,906 30,590 - 210,496 

Ordinary share capital 60,552 - - 60,552 

Share premium 14,448 - - 14,448 

Surplus funds - - - - 

Reconciliation reserve 104,906 - - 104,906 

Revaluation reserves 86,129 - - 86,129 

Consolidated reserves - - - - 

Net income for the year 18,777 - - 18,777 

Equity based instruments - - - - 

Foreseeable dividends - - - - 

Subordinated liabilities - 30,590 - 30,590 

Net deferred tax assets - - - - 

Other items approved by supervisory authority - - - - 

Ancillary own funds - - - - 

Total available own funds 179,906 30,590 - 210,496 
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Total eligible own funds to cover the SCR 
(after limit deductions) 179,906 30,590 - 210,496 

Total eligible own funds to cover the MCR 
(after limit deductions) 179,906 10,679 - 190,585 

 
 
 
 
 
 
 
 
 
 

SCOR UK Own funds structure as at December 31, 2020 

in GBP thousands Tier 1 Tier 2 Tier 3 Total 

Basic own funds 146,963 31,627 - 178,589 

Ordinary share capital 60,552 - - 60,552 

Share premium 14,448 - - 14,448 

Surplus funds - - - - 

Reconciliation reserve 71,963 - - 71,963 

Revaluation reserves 70,181 - - 70,181 

Consolidated reserves - - - - 

Net income for the year 20,638 - - 20,638 

Equity based instruments - - - - 

Foreseeable dividends (20,708) - - (20,708) 

Subordinated liabilities - 31,627 - 31,627 

Net deferred tax assets - - - - 

Other items approved by supervisory authority - - - - 

Ancillary own funds - - - - 

Total available own funds 146,963 31,627 - 178,589 

Total eligible own funds to cover the SCR 
(after limit deductions) 146,963 31,627 - 178,589 

Total eligible own funds to cover the MCR 
(after limit deductions) 146,963 8,039 - 155,002 

 

SCOR UK considers that there is no significant restriction affecting fungibility and transferability of its basic own funds for 

covering the SCR.  

Solvency II Own Funds are classified into three tiers depending on whether it is a basic or ancillary own funds item, and 

on whether it is permanently available to absorb losses on a going concern basis and/or is subordinated such that it is 

available to absorb losses in the event of a winding-up, and as described in Articles 71, 73, 75 and 77 of the Delegated 

Acts. 

The table above presents the components of basic own funds. Net deferred tax assets recognised in the EBS are 

classified as tier 3 basic own funds. SCOR UK does not recognise any ancillary own funds. 

Ordinary paid-in share capital and the related share premium of SCOR UK are classified as tier 1 basic own funds. The 

components of the reconciliation reserve are also classified as tier 1 basic own funds.  

The reconciliation reserve represents the reserves from SCOR UK’s Audited Financial Statements 2021, net of any 

adjustments, and the economic valuation differences. The economic valuation differences result from adjustments made 

to the statutory balance sheet to arrive at the economic value of all assets and liabilities recognised in the Solvency II 

EBS. 

Subordinated liabilities represent loans issued to the benefit of SCOR UK that meet the own funds recognition criteria  

stated in Article 93 and 94 of the EU Directives 2009/138/EC (November 25, 2009) on Solvency II. Subordinated liabilities 

are classified into tiers based on terms and conditions as specified in each contract.  

This £30 million of subordinated loan agreement from a fellow group undertaking is classified as tier 2 capital under 

Solvency II. 

The table below presents the subordinated debt included in basic own funds. 

SCOR UK 
As at December 31, 2021 
in thousands 

Optional redemption 
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Borrower/Lender 

Outstanding 
amount in local 

currency Issue date Maturity date Tier First call date 
Call dates 
thereafter2 

SCOR Services UK Limited - 30/04/2019 30/04/2029 2 30/04/2024 

Anytime after the 
1st call date 

0  At any interest payment date 

 

 

 

 

E.1.2 ELIGIBILITY OF OWN FUNDS 

For the purposes of compliance with the SCR, tier 1 capital must account for at least half the required capital (50% of the 

SCR), the sum of eligible tier 2 and tier 3 capital must account for a maximum of 50% of the SCR, and the eligible amount 

of tier 3 capital must account for less than 15% of the SCR. 

Within those limits, the total of subordinated liabilities eligible as tier 1 capital must be less than 20% of total tier 1 capital.  

The application of the above limits determines SCOR UK’s Eligible Own Funds. As at December 31, 2021, none of these 

limits are exceeded by SCOR UK. 

E.1.3 RECONCILIATION WITH SHAREHOLDERS’ EQUITY 

The table below presents the differences between SCOR UK’s shareholders’ equity presented in accordance with IFRS 

and the net assets over liabilities as calculated for solvency purposes and presented in the EBS. 

The differences represent revaluations necessary to remeasure all of SCOR UK’s assets and liabilities calculated in 

accordance with IFRS as economic values under Solvency II rules. For further details on valuation principles and 

differences, please refer to Chapter D. – Valuation for solvency purposes. 

SCOR UK as at  December 31, 2021 
in GBP thousands 2021 

Statutory - IFRS Shareholders' equity 155,901 

Economic adjustments 24,004 

Goodwill - 

Other intangible assets - 

Investments  16 

Net technical balances 31,959 

Net technical balances, excluding risk margin – Non-Life 49,287 

Risk margin – Non-Life (17,327) 

Financial liabilities 58 

Deferred taxes (7,890) 

Other assets and liabilities (139) 

Excess of assets over liabilities in the Solvency II EBS 179,906 

Subordinated liabilities 30,590 

Own shares - 

Deductions for foreseeable dividends - 

Total available own funds 210,496 

E.2 Solvency Capital Requirement and Minimum 
Capital Requirement 

This section is linked to the Quantitative Reporting Templates (QRT) S.25.01 – Solvency capital requirement and S.28.01 

– Minimum capital requirement in Appendix A. 

E.2.1 SOLVENCY CAPITAL REQUIREMENT 

SCOR UK maintains regulatory capital calculated on the Solvency II Standard Formula basis.  The table below shows the 

standalone and diversified solvency capital requirement (SCR) for each risk module. 

The SCR amounts to GBP 134.6 million as at December 31, 2021, an increase of GBP 32.8 million from the prior year 

end. It is highlighted that the year-end 2021 SCR is still subject to supervisory assessment by the PRA. 
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SCOR UK SCR  
based on Standard Formula 
in GBP thousands 

 December 31, 2021  December 31, 2020 Changes from 2020 to 2021 

Standalone 
Capital1 

Contribution 
to SCR2 

Standalone 
Capital1 

Contribution 
to SCR2 

Standalone 
Capital1 

Contribution 
to SCR1 

Non-life underwriting 115,347 111,577 91,100 89,041 24,247 22,536 

Market 28,048 12,688 18,069 7,625 9,979 5,063 

Counterparty default 20,917 13,041 12,804 7,713 8,113 5,328 

Diversification (27,006) - (17,595) - (9,411) - 

Basic SCR 137,305 137,305 104,378 104,378 32,927 32,927 

Operational 25,046 25,046 21,257 21,257 3,789 3,789 
Adjustment for loss absorbing 
capacity of deferred taxes 

(27,789) (27,789) (23,871) (23,871) (3,918) (3,918) 

SCOR UK SCR 134,563 134,563 101,765 101,765 32,798 32,798 

1. Standalone capital value of the risk module allows for diversification benefit between sub-modules (i.e. within each risk module) but not between 
higher level risk modules.                                                                                                                                                                                                                                                                            
2. Contribution to SCR of the risk module allows for diversification between risk modules  

The Standard Formula SCR follows a modular approach where the overall risk to which the (re)insurance entity is exposed 

is divided into risk modules. In broad terms, the capital requirements for each risk module are calculated using a table of 

factors applied to exposures. Correlation matrices are applied to the risk modules to calculate the total SCR.  

SCOR UK’s risks underlying the Standard Formula risk modules, and the Company’s approach to risk mitigation, are 

described in the following sections of this report: 

◼ Non-life underwriting: see section C.2 – Underwriting risks 

◼ Market: see section C.3 – Market risks 

◼ Counterparty default: see section C.4 – Credit risks 

◼ Operational: see section C.6 – Operational risks. 

The risk module calculations are net of risk mitigating measures. The final SCR also takes account of: 

◼ Diversification. This is the impact of determining the joint capital requirements of the risk modules through the 

application of the Standard Formula correlation matrices. The aggregated capital requirement is less than the 

sum of the individual capital requirements because of SCOR UK’s diversified portfolio which significantly 

reduces the likelihood of simultaneous occurrence of adverse experience and because losses in one area may 

be offset by gains in another. 

◼ Loss absorbing capacity of deferred taxes (LACDT). In the event that a shock loss occurs in 2022, the 

LACDT is an estimated credit to the SCR reflecting SCOR UK’s ability to carry back losses to offset elements 

of tax paid in the previous year and to carry forward losses to offset future taxable profits over the Company’s 

LACDT planning time horizon. 

Non-life underwriting standalone risk has increased by GBP 24.2 million from December 31, 2020. This is largely driven 

by SCOR’s reclassification of overdue estimate premiums from Best Estimate Liabilities to receivable premiums from 

year-end 2021 (see section D.2 – Technical Provisions) as well as, to a limited extent, the effect of increased net premiums 

with some growth in business exposures, significant rate increases in the market across several lines of business in 2021,  

as well as favourable loss experience. 

Market standalone risk has increased by GBP 10.0 million from December 31, 2020, largely driven by interest rate and 

currency risk. The mix of invested assets has not changed substantially.  

Counterparty default standalone risk has increased by GBP 8.1 million from December 31, 2020. This is primarily due 

to increased volume of Type 2 counterparties as a result of the overdue estimate premium re-classification previously 

mentioned. 

The required pre-tax basic solvency capital requirement has increased by GBP 32.8 million from December 31, 2020. 

The diversification benefit is fairly stable since the prior year-end with no significant change in the risk profile. 

Operational risk has increased by GBP 3.8 million from December 31, 2020, driven by the increase in gross reserves 

since the prior year end largely due to the aforementioned increase in Best Estimate Liabilities. 

The credit effect of the loss absorbing capacity of deferred taxes has increased by GBP 3.9 million from December 

31, 2020 and this takes account of the time horizon for partial recognition of future profits, future investments return and 

further details. The LACDT recoverability is supported by the following: 

◼ A net DTL on the EBS. This net DTL balance is available to be offset against any DTA created by losses 

occurring generated by a 1 in 200 shock-loss in 2022.  

◼ Losses generated by the shock-loss can be carried back with the LACDT element being the maximum of the 

amount of tax suffered in the year preceding the shock-loss. Following a profitable 2021 the available carry back 

tax is significant.  
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◼ Future tax payments forecast on Board-approved planned profits (limited to a maximum of 5 years and taking 

account of prudency in light of uncertainty in the planning process) are recognised in the LACDT calculation for 

plan years 2023 to 2026, against which the recovery from a 1 in 200 year shock-loss occurring in 2022 could be 

carried forward and offset, taking account of post-shock reduction in future premium volume, reduction in value 

of invested assets, reduced investment returns and increased expenses (claims handling and administrative) in 

particular.  

At December 31, 2021 the maximum LACDT (after adjustment for uncertainty in the planning process) is fully recoverable. 

The most significant areas of sensitivity of the LACDT (hence SCR) are the level of expected future profit and tax carry-

back related to the prior year noting the deferred tax position on the economic balance sheet is also sensitive to interest 

rates. 

 

E.2.1.1 DATA USED IN THE CALCULATIONS 

The accuracy and appropriateness of the data for assessing SCOR UK’s solvency ratio is crucial.  SCOR UK participates 

in the group wide data flows also underlying SCOR Group’s internal model data in this regard. The Group manages data 

to ensure its proper and structured storage, reliability and accessibility and applies a data quality management framework 

to identify key data affecting the capital calculations with appropriate data quality criteria.  

E.2.1.2 SIMPLIFICATIONS USED IN THE CALCULATIONS 

Having regard to the principle of proportionality in less material components of the Company’s risk profile, SCOR UK’s 

Standard Formula SCR calculation has used simplified calculations in the counterparty default risk module for: 

◼ Risk mitigating effect for reinsurance arrangements; and 

◼ Risk adjusted value of collateral to take into account the economic effect of the collateral. 

The Company does not use undertaking-specific parameters in its Standard Formula SCR calculation. 

E.2.2 MINIMUM CAPITAL REQUIREMENT 

SCOR UK 
in GBP thousands As at December 31, 2021 As at December 31, 2020 Variation 

MCR Minimum (25% of SCR) 33,641 25,441 8,200 

MCR Linear 53,397 40,197 13,200 

MCR Maximum (45% of SCR) 60,553 45,794 14,759 

MCR with Standard Formula cap & floor 53,397 40,197 13,200 

 

The non-life exposures used for the calculation of the Minimum Capital Requirement (MCR) are the net premium amounts 

written in the previous 12 months and the net best estimate technical provisions both split by lines of business. Predefined 

regulatory factors are applied to the premium and technical provision elements and added up to obtain the non-life linear 

MCR. The MCR is the result of this specified linear formula subject to a floor of 25% and a cap of 45% of the SCR 

calculated on the Standard Formula basis. The MCR for SCOR UK is equal to the linear MCR, being between the cap 

and the floor. The MCR has changed by GBP 13.2 million from December 31, 2020. According to the classes of business 

that SCOR UK is authorised to write, the regulatory absolute floor of the Company’s MCR is GBP 3.1 million at December 

31, 2021. 

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

SCOR UK does not use the duration-based equity sub-module in the calculation of the solvency requirement. 

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

Not applicable as SCOR UK maintains regulatory capital calculated on the Solvency II Standard Formula basis. 

E.5 Non-compliance with MCR and non-compliance 
with the SCR 
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SCOR UK has complied with the MCR and the SCR requirement throughout the period covered by this report. 

E.6 Any other information 

No other material information is reported regarding SCOR UK’s capital management other than presented above in 

section E.1 - Own funds to E.5 - Non-compliance with MCR and non-compliance with the SCR. 
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APPENDIX A: PUBLIC DISCLOSURE QRT SCOR UK 

S.02.01.01 – Balance Sheet 

SCOR UK 
Assets as at December 31, 2021 
In GBP thousands Solvency II value 

Intangible assets - 

Deferred tax assets 25 

Pension benefit surplus - 

Property, plant and equipment held for own use 1 

Investments  433,197 

Property (other than for own use) - 

Participations and related undertakings - 

Equities 4,588 

Equities - listed - 

Equities - unlisted 4,588 

Bonds 428,749 

Government bonds 177,721 

Corporate bonds 250,183 

Structured notes - 

Collateralised securities 845 

Collective Investments Undertakings - 

Derivatives (140) 

Deposits other than cash equivalents - 

Other investments - 

Assets held for index-linked and unit-linked contracts - 

Loans and mortgages - 

Loans on policies - 

Loans and mortgages to individuals - 

Other loans and mortgages - 

Reinsurance recoverables 559,994 

Non-life and Health similar to Non-life 559,994 

Non-life excluding Health 559,994 

Health similar to Non-life - 

Life and Health similar to Life, excluding Health and index-linked and unit-linked - 

Health similar to Life - 

Life excluding Health and index-linked and unit-linked - 

Life index-linked and unit-linked - 

Deposits to cedents 30,020 

Insurance and intermediaries receivables 72,217 

Reinsurance receivables 45,111 

Receivables (trade, not insurance) 2,225 

Own shares - 

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

Cash and cash equivalents 52,947 

Any other assets, not elsewhere shown 3 

TOTAL ASSETS 1,195,740 
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S.02.01.01 – Balance Sheet (continued) 

SCOR UK 
Liabilities as at December 31, 2021 
In GBP thousands 
 Solvency II value 

Technical provisions – Non-life 852,208 

Technical provisions – Non-life (excl. Health) 852,208 

TP calculated as a whole - 

Best estimate 834,881 

Risk margin 17,327 

Technical provisions – Health (similar to Non-life) - 

TP calculated as a whole - 

Best estimate - 

Risk margin - 

Technical provisions – Life (excl. index-linked and unit-linked) - 

Technical provisions – Health (similar to Life) - 

TP calculated as a whole - 

Best estimate - 

Risk margin - 

Technical provisions – Life (excl. Health and index-linked and unit-linked) - 

TP calculated as a whole - 

Best estimate - 

Risk margin - 

Technical provisions – index-linked and unit-linked funds - 

TP calculated as a whole - 

Best estimate - 

Risk margin - 

Other technical provisions - 

Contingent liabilities - 

Provisions other than technical provisions - 

Pension benefit obligations - 

Deposits from reinsurers 33,118 

Deferred tax liabilities 8,389 

Derivatives - 

Debts owed to credit institutions 16 

Financial liabilities other than debts owed to credit institutions 1,591 

Insurance and intermediaries payables 87,123 

Reinsurance payables 1,747 

Payables (trade, not insurance) 311 

Subordinated liabilities 30,590 

Subordinated liabilities not in basic own funds - 

Subordinated liabilities in basic own funds 30,590 

Any other liabilities, not elsewhere shown 740 

TOTAL LIABILITIES 1,015,833 

EXCESS OF ASSETS OVER LIABILITIES 179,907 
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S.05.01.02 – Premiums, claims and expenses by line of business  

 Line of business* for Non-life insurance and reinsurance obligations  
(direct business and accepted proportional reinsurance) 

SCOR UK 
As at December 31, 2021 
In GBP thousands 

Income 
protection 
insurance 

Workers' 
compensation 

insurance 

Motor vehicle 
liability 

insurance 

Marine, 
aviation and 

transport 
insurance 

Fire and other 
damage to 

property insurance 

General 
liability 

insurance 

Credit and 
suretyship 
insurance 

Miscellaneous 
financial loss 

Premiums written         

 Gross - Direct business - - - 59,007 168,396 61,539 (7,158) 961 

 Gross - Proportional reinsurance accepted  - - - 2,374 (653) 2,922 175 - 

 Gross - Non-proportional reinsurance accepted          

 Reinsurers' share - - - 40,170 76,434 62,284 (8,126) 919 

 Net - - - 21,211 91,309 2,177 1,143 42 

Premiums earned         

 Gross - Direct business - - - 51,429 146,779 47,928 3,229 1,939 

 Gross - Proportional reinsurance accepted  - - - 2,990 (381) 2,121 4,164 - 

 Gross - Non-proportional reinsurance accepted          

 Reinsurers' share - - - 37,233 61,294 49,481 6,065 1,848 

 Net - - - 17,186 85,104 568 1,328 91 

Claims incurred         

 Gross - Direct business - - - 34,931 67,026 89,459 (7,509) 522 

 Gross - Proportional reinsurance accepted  - - - (5,902) 1,305 (592) 3,924 - 

 Gross - Non-proportional reinsurance accepted          

 Reinsurers' share - - - 16,377 27,211 86,708 (6,742) 501 

 Net - - - 12,652 41,120 2,159 3,157 21 

Changes in other technical provisions         

 Gross - Direct business - - - - - - - - 

 Gross - Proportional reinsurance accepted - - - - - - - - 

 Gross - Non- proportional reinsurance accepted         

 Reinsurers' share - - - - - - - - 

 Net - - - - - - - - 

Expenses incurred - - - 4,780 14,617 (1,734) 1,815 138 

Other expenses         

Total expenses         

*The table above presents lines of business applicable to SCOR (empty columns for the following lines of business have been omitted in Direct business and accepted proportional reinsurance lines: Medical expense 
insurance, Other motor insurance, Legal expense insurance, Assistance) 

 

  



SCOR UK – Solvency and Financial Condition Report YE 2021 

79 

S.05.01.02 – Premiums, claims and expenses by line of business (continued) 

 
Line of business for accepted non-proportional reinsurance  

SCOR UK 
As at December 31, 2021 
In GBP thousands 

Health 
 

Casualty 
 

Marine, aviation, 
transport 

Property 
 

TOTAL 

Premiums written      

 Gross - Direct business     282,745 

 Gross - Proportional reinsurance accepted      4,818 

 Gross - Non-proportional reinsurance accepted  - 12,871 10,463 81,567 104,901 

 Reinsurers' share - 11,507 2,980 32,392 218,560 

 Net - 1,364 7,483 49,175 173,904 

Premiums earned      

 Gross - Direct business     251,304 

 Gross - Proportional reinsurance accepted      8,894 

 Gross - Non-proportional reinsurance accepted  - 11,968 10,035 79,911 101,914 

 Reinsurers' share - 11,442 3,458 33,250 204,071 

 Net - 526 6,577 46,661 158,041 

Claims incurred      

 Gross - Direct business     184,429 

 Gross - Proportional reinsurance accepted      (1,265) 

 Gross - Non-proportional reinsurance accepted  - 1,073 6,075 57,726 64,874 

 Reinsurers' share - 999 1,508 22,085 148,647 

 Net - 74 4,567 35,641 99,391 

Changes in other technical provisions      

 Gross - Direct business     - 

 Gross - Proportional reinsurance accepted     - 

 Gross - Non- proportional reinsurance accepted - - - - - 

 Reinsurers'share - - - - - 

 Net - - - - - 

Expenses incurred - 1,610 2,429 10,506 34,161 

Other expenses     4,768 

Total expenses     38,929 
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S.05.02.01 – Premiums, claims and expenses by country  

SCOR UK 
As at December 31, 2021 
In GBP thousands 

Home  
country** Top 5 countries (by amount of gross premiums written) - Non-life obligations 

Total Top 5 and 
home country 

  

(US)  
United 
States 

(AU)  
Australia 

(CA)  
Canada 

(FR)  
France 

(SA)  
Saudi 

Arabia  

Premiums written        

 Gross - Direct business 26,333 129,958 40,564 36,991 21,773 2,002 257,621 

 Gross - Proportional reinsurance accepted  1,000 - - - 3,103 - 4,103 

 Gross - Non-proportional reinsurance accepted  6,985 27,725 3,393 2,182 (426) 5,458 45,317 

 Reinsurers' share 23,173 84,622 15,860 34,407 16,533 2,668 177,263 

 Net 11,145 73,061 28,097 4,766 7,917 4,792 129,778 

Premiums earned        

 Gross - Direct business 8,523 130,555 30,672 26,492 23,353 1,634 221,229 

 Gross - Proportional reinsurance accepted  292 - - - 8,004 - 8,296 

 Gross - Non-proportional reinsurance accepted  6,638 25,297 901 1,966 2,422 5,053 42,277 

 Reinsurers' share 7,916 85,155 13,115 24,912 26,271 2,499 159,868 

 Net 7,537 70,697 18,458 3,546 7,508 4,188 111,934 

Claims incurred        

 Gross - Direct business 20,089 128,224 1,962 15,343 8,032 366 174,016 

 Gross - Proportional reinsurance accepted  161 - - - (1,712) - (1,551) 

 Gross - Non-proportional reinsurance accepted  3,572 20,551 36 662 426 281 25,528 

 Reinsurers' share 15,394 99,457 2,992 14,820 1,272 296 134,231 

 Net 8,428 49,318 (994) 1,185 5,474 351 63,762 

Changes in other technical provisions        

 Gross - Direct business - - - - - - - 

 Gross - Proportional reinsurance accepted - - - - - - - 

 Gross - Non- proportional reinsurance accepted - - - - - - - 

 Reinsurers'share - - - - - - - 

 Net - - - - - - - 

Expenses incurred 6,236 11,133 2,379 (1,027) 3,928 785 23,434 

Other expenses       - 

Total expenses       23,434 

**United Kingdom 
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S.17.01.02 – Non-life Technical Provisions 

         

SCOR UK 
As at December 31, 2021 
In GBP thousands 

Income 
protection 
insurance 

Workers' 
compensatio
n insurance 

Motor vehicle 
liability 

insurance 

Marine, 
aviation and 

transport 
insurance 

Fire and other 
damage to 

property insurance 

General 
liability 

insurance 

Credit and 
suretyship 
insurance 

Miscellaneous 
financial loss 

Technical provisions calculated as a whole - - - - - - - - 

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

Technical provisions calculated as a sum of BE and RM         

Best estimate         

Premium provisions         

Gross - - - (2,065) 38,704 12,309 (2,142) 2 

Total recoverable from reinsurance/SPV and Finite Re after the 
adjustment for expected losses due to counterparty default - - - (869) 15,583 12,044 (2,054) (6) 

Net best estimate of premium provisions - - - (1,196) 23,121 265 (88) 8  

Claims provisions         

Gross - - - 97,459 179,084 259,917 14,052 2,155 

Total recoverable from reinsurance/SPV and Finite Re after the 
adjustment for expected losses due to counterparty default - - - 65,715 66,136 224,683 15,974 1,722 

Net best estimate of claims provisions - - - 31,744 112,948 35,234 (1,922) 433 

Total best estimate - gross - - - 95,394 217,788 272,226 11,910 2,156 

Total best estimate - net - - - 30,548 136,069 35,499 (2,010) 441 

Risk margin - - - 2,209 4,097 5,648 305 47 

Amount of the transitional on technical provisions         

Technical provisions calculated as a whole - - - - - - - - 

Best estimate  - - - - - - - - 

Risk margin - - - - - - - - 

Technical provisions - total         

Technical provisions - total - - - 97,604 221,886 277,874 12,215 2,203 

Recoverable from reinsurance contract/SPV and Finite Re after the 
adjustment for expected losses due to counterparty default - total - - - 64,847 81,719 236,728 13,919 1,714 

Technical provisions minus recoverables from reinsurance/SPV and 
Finite Re - total - - - 32,757 140,167 41,146 (1,704) 489 

(*) The table above presents lines of business applicable to SCOR (empty columns for the following lines of business have been omitted in direct business and accepted proportional reinsurance lines: Medical expense 
insurance, Other motor insurance, Legal expense insurance, Assistance) 
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S.17.01.02 – Non-life Technical Provisions (continued) 

 Accepted non-proportional reinsurance 

Total Non-life 
obligation 

SCOR UK 
As at December 31, 2021 
In GBP thousands 

Non-proportional 
health reinsurance 

Non-proportional 
casualty 

reinsurance 

Non-proportional 
marine, aviation and 

transport reinsurance  

Non-proportional 
property 

reinsurance 

Technical provisions calculated as a whole - - - - - 

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

Technical provisions calculated as a sum of BE and RM      

Best estimate      

Premium provisions      

Gross - 2,918 135 1,834 51,695 

Total recoverable from reinsurance/SPV and Finite Re after the adjustment for 
expected losses due to counterparty default - 2,600 (139) 1,013 28,172 

Net best estimate of premium provisions - 318 274 821 23,523 

Claims provisions      

Gross - 121,858 10,281 98,380 783,186 

Total recoverable from reinsurance/SPV and Finite Re after the adjustment for 
expected losses due to counterparty default - 110,724 2,402 44,466 531,822 

Net best estimate of claims provisions - 11,134 7,879 53,914 251,364 

Total best estimate - gross - 124,778 10,415 100,214 834,881 

Total best estimate - net - 11,452 8,153 54,735 274,887 

Risk margin - 2,645 228 2,148 17,327 

Amount of the transitional on technical provisions      

Technical provisions calculated as a whole - - - - - 

Best estimate  - - - - - 

Risk margin - - - - - 

Technical provisions - total      

Technical provisions - total - 127,422 10,643 102,361 852,208 

Recoverable from reinsurance contract/SPV and Finite Re after the adjustment for 
expected losses due to counterparty default - total - 113,325 2,263 45,479 559,994 

Technical provisions minus recoverables from reinsurance/SPV and Finite Re - total - 14,097 8,380 56,882 292,214 
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S.19.01.01 – Non-life Insurance Claims Information 

Total Non-life Business  - Underwriting year       

Gross Claims Paid (non-cumulative) 
(absolute amount)  In current 

year 

 Sum of years 
(cumulative)  Development year   

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

Prior           1,449  1,449  1,449 

N-9 412 29,051 41,900 25,962 15,885 29,503 23,944 18,516 5,252 1,893   1,893  192,318 

N-8 2,197 29,084 37,437 23,623 7,681 3,555 3,344 (1,627) 314    314  105,608 

N-7 13,149 58,964 56,920 39,483 23,066 5,948 8,165 6,401     6,401  212,096 

N-6 4,221 30,293 44,966 29,222 18,890 14,395 10,172      10,172  152,159 

N-5 2,787 38,854 35,932 50,812 13,493 7,648       7,648  149,526 

N-4 3,537 51,825 76,732 49,586 28,535        28,535  210,215 

N-3 3,994 91,169 74,242 47,768         47,768  217,173 

N-2 2,486 38,324 44,851          44,851  85,661 

N-1 2,403 25,056           25,056  27,459 

N 612            612  612 

            Total 174,699  1,354,276 

       

Gross undiscounted best estimate Claims 
Provisions (absolute amount)          

Year end 
(discounted 

data) 

  

 Development year    

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

Prior           64,277  60,853   

N-9 - - - - 102,981 96,878 50,164 31,949 32,502 29,554   28,438   

N-8 - - - 56,595 34,292 23,526 17,595 15,264 19,660    19,245   

N-7 - - 107,758 78,105 57,990 38,420 30,116 32,550     31,893   

N-6 - 126,482 93,413 73,154 42,850 29,922 22,769      22,371   

N-5 76,596 145,358 117,393 54,647 46,540 58,750       56,837   

N-4 143,435 190,492 144,688 111,376 75,663        73,963   

N-3 175,231 186,134 160,148 121,211         118,098   

N-2 115,536 182,169 146,321          141,367   

N-1 86,535 151,304           145,572   

N 128,273            121,728   

            Total 820,365   
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S.23.01.01 – Own funds 

SCOR UK 
As at December 31, 2021 
In GBP thousands Total 

Tier 1 - 
unrestricted  

Tier 1 - 
restricted  Tier 2 Tier 3 

Basic own funds before deduction for participations in other financial sector       

Ordinary share capital (gross of own shares) 60,552 60,552  -  

Share premium account related to ordinary share capital 14,448 14,448  -  

Initial funds, members' contributions or the equivalent basic own - fund item for mutual and 
mutual-type undertakings  - -  -  

Subordinated mutual member accounts -  - - - 

Surplus funds - -    

Preference shares -  - - - 

Share premium account related to preference shares -  - - - 

Reconciliation reserve  104,906 104,906    

Subordinated liabilities 30,590  - 30,590 - 

An amount equal to the value of net deferred tax assets -    - 

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

Own funds from the financial statements that should not be represented by the 
reconciliation reserve and do not meet the criteria to be classified as Solvency II own 
funds      

Own funds from the financial statements that should not be represented by the 
reconciliation reserve and do not meet the criteria to be classified as Solvency II own funds - -    

Deductions      

Deductions for participations in financial and credit institutions - - - -  

Total basic own funds after deductions 210,496 179,906 - 30,590 - 
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S.23.01.01 – Own funds (continued) 

SCOR UK 
As at December 31, 2021 
In GBP thousands Total 

Tier 1 - 
unrestricted  

Tier 1 - 
restricted  Tier 2 Tier 3 

Ancillary own funds      

Unpaid and uncalled ordinary share capital callable on demand -   -  

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 -   - - 

A legally binding commitment to subscribe and pay for subordinated liabilities on demand       

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

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

Supplementary members calls under first subparagraph of Article 96(3) of the Directive 
2009/138/EC -   -  

Supplementary members calls - other than under first subparagraph of Article 96(3) of the 
Directive 2009/138/EC -   - - 

Other ancillary own funds -   - - 

Total ancillary own funds -   - - 

Available and eligible own funds      

Total available own funds to meet the SCR 210,496 179,906 - 30,590 - 

Total available own funds to meet the MCR 210,496 179,906 - 30,590  

Total eligible own funds to meet the SCR 210,496 179,906 - 30,590 - 

Total eligible own funds to meet the MCR 190,585 179,906 - 10,679  

SCR 134,563     

MCR 53,397     

Ratio of Eligible own funds to SCR 156.43%     

Ratio of Eligible own funds to MCR 356.92%     
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S.23.01.01 – Own funds (continued) 

SCOR UK 
As at December 31, 2021 
In GBP thousands Total     

Reconciliation reserve      

Excess of assets over liabilities 179,906     

Own shares (held directly or indirectly) -     

Foreseeable dividends, distributions and charges -     

Other basic own fund items  75,000     

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

Reconciliation reserve 104,906     

Expected profits      

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

Expected profits included in future premiums (EPIFP) - Non-life business 95,009     

Total expected profits included in future premiums (EPIFP) 95,009     
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S.25.01.01 – Solvency capital requirement – Standard Formula 

SCOR UK Standard Formula  
As at December 31, 2021 
In GBP thousands 

Gross 
solvency 

capital 
requirement  USP Simplifications 

Market risk 28,048  0 

Counterparty default risk 20,917   

Life underwriting risk - 0 0 

Health underwriting risk  - 0 0 

Non-life underwriting risk 115,347 0 0 

Diversification (27,006)   

Intangible asset risk -   

Basic Solvency Capital Requirement 137,306   

    

Calculation of Solvency Capital Requirement (SCR)    

Operational risk 25,046   

Loss-absorbing capacity of technical provisions -   

Loss-absorbing capacity of deferred taxes (27,789)   

Capital requirement for business operated in accordance with Art. 4 of Directive 
2003/41/EC (transitional) -   

Solvency Capital Requirement, excluding capital add-on 134,563   

Capital add-ons already set -   

The overall Solvency Capital Requirement 134,563   

Other information on SCR 0   

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

Total amount of Notional Solvency Capital Requirement for the remaining part -   

Total amount of Notional Solvency Capital Requirement for ring fenced funds -   

Total amount of Notional Solvency Capital Requirement for matching adjustment 
portfolios -   

Diversification effects due to RFF nSCR aggregation for Article 304 -   

    

Method used to calculate the adjustment due to RFF/MAP nSCR aggregation  
4 - No 

adjustment   

Net future discretionary benefits -   

    

 Yes/No   

Approach based on average tax rate 2 - No   

    

Calculation of loss absorption capacity of deferred taxes (LACDT)    

 
Before the 

shock 
After the 

shock LAC DT 

DTA 25 25  

         DTA carry forward 25 25  

         DTA due to deductible temporary differences - -  

DTL 8,389 8,389  

LAC DT   (27,789) 

         LAC DT justified by reversion of deferred tax liabilities   (8,364) 

         LAC DT justified by reference to probable future taxable economic profit   (13,814) 

         LAC DT justified by carry back, current year   (5,611) 

         LAC DT justified by carry back, future years   - 

Maximum LAC DT   (27,789) 
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S.28.01.01 – Minimum capital requirement  

SCOR UK 
As at December 31, 2021 
In GBP thousands 

 

   Linear formula component for Non-life insurance and reinsurance obligations 

   

MCRNL Result 53,397  

   

 

Net (of 
reinsurance/SPV) 
Best estimate and 
TP calculated as a 

whole 

Net (of 
reinsurance) 

written premiums 
in the last 12 

months 

Medical expense insurance and proportional reinsurance - - 

Income protection insurance and proportional reinsurance - - 

Workers' compensation insurance and proportional reinsurance - - 

Motor vehicle liability insurance and proportional reinsurance - - 

Other motor insurance and proportional reinsurance - - 

Marine, aviation and transport insurance and proportional reinsurance 30,548 21,211 

Fire and other damage to property insurance and proportional reinsurance 136,070 91,309 

General liability insurance and proportional reinsurance 35,498 5,477 

Credit and suretyship insurance and proportional reinsurance - 1,143 

Legal expenses insurance and proportional reinsurance - - 

Assistance and proportional reinsurance - - 

Miscellaneous financial loss insurance and proportional reinsurance 442 42 

Non-proportional health reinsurance - - 

Non-proportional casualty reinsurance 11,452 1,364 

Non-proportional marine, aviation and transport reinsurance  8,152 7,483 

Non-proportional property reinsurance 54,735 49,175 

   
Linear formula component for life insurance and reinsurance obligations 

   

MCRL Result -  

   

 

Net (of 
reinsurance/SPV) 
Best estimate and 
TP calculated as a 

whole 

Net (of 
reinsurance/SPV) 
total capital at risk 

Obligations with profit participation - guaranteed benefits -  

Obligations with profit participation - future discretionary benefits -  

Index-linked and unit-linked insurance obligations  -  

Other life (re)insurance and health (re)insurance obligations -  

Total capital at risk for all life (re)insurance obligations  - 

   
Overall MCR calculation 

Linear MCR 53,397  

SCR 134,563  

MCR cap 60,553  

MCR floor 33,641  

Combined MCR 53,397  

Absolute floor of the MCR 3,126  

Minimum Capital Requirement 53,397  
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APPENDIX B: AUDIT REPORT 

Report of the external independent auditor to the Directors of SCOR UK Company Limited (‘the Company’) 
pursuant to Rule 4.1 (2) of the External Audit Chapter of the PRA Rulebook applicable to Solvency II firms 

 

Report on the Audit of the relevant elements of the Solvency and Financial Condition Report 

We have audited the following documents prepared by the Company as at 31 December 2021: 

• The ‘Valuation for solvency purposes’ and ‘Capital Management’ sections of the Solvency and Financial 
Condition Report of SCOR UK Company Limited (‘the Company’) as at 31 December 2021 (‘the Narrative 
Disclosures subject to audit’); and 

• Company templates S02.01.02, S17.01.02, S23.01.01, S25.01.21 and S28.01.01 (‘the Templates subject 
to audit’). 

The Narrative Disclosures subject to audit and the Templates subject to audit are collectively referred to as the ‘relevant 
elements of the Solvency and Financial Condition Report’. 

We are not required to audit, nor have we audited, and as a consequence do not express an opinion on the Other 
Information which comprises: 

• The ‘Business and performance’, ‘System of governance’ and ‘Risk profile’ elements of the Solvency and 
Financial Condition Report; 

• Company templates S05.01.02, S05.02.01, S19.01.21; and 

• the written acknowledgement by management of their responsibilities, including for the preparation of the 
Solvency and Financial Condition Report (‘the Responsibility Statement’).  

In our opinion, the information subject to audit in the relevant elements of the Solvency and Financial Condition Report of 

the Company as at 31 December 2021 is prepared, in all material respects, in accordance with the financial reporting 

provisions of the PRA Rules and Solvency II regulations on which they are based 

Basis for opinion 

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)), including ISA (UK) 800 

and ISA (UK) 805. Our responsibilities under those standards are further described in the Auditor’s Responsibilities for 

the Audit of the relevant elements of the Solvency and Financial Condition Report section of our report. We are 

independent of the Company in accordance with the ethical requirements that are relevant to our audit of the Solvency 

and Financial Condition Report in the UK, including the FRC’s Ethical Standard as applied to public interest entities, and 

we have fulfilled our other ethical responsibilities in accordance with these requirements. 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 Accounting 

We draw attention to the ’Valuation for solvency purposes’ and ‘Capital Management’ sections of the Solvency and 

Financial Condition Report, which describe the basis of accounting. The Solvency and Financial Condition Report is 

prepared in compliance with the financial reporting provisions of the PRA Rules and Solvency II regulations, and therefore 

in accordance with a special purpose financial reporting framework. The Solvency and Financial Condition Report is 

required to be published, and intended users include but are not limited to the PRA. As a result, the Solvency and Financial 

Condition Report may not be suitable for another purpose. Our opinion is not modified in respect of this matter 

  

Conclusions relating to going concern 

In auditing the relevant elements of the Solvency and Financial Condition Report, we have concluded that the directors 

of the Company’s use of the going concern basis of accounting in the preparation of the relevant elements of the Solvency 

and Financial Condition Report is appropriate.  

Based on the work we have performed, we have not identified any material uncertainties relating to events or conditions 

that, individually or collectively, may cast significant doubt on the Company’s ability to continue as a going concern for a 

period of at least twelve months from when the Solvency and Financial Condition Report is authorised for issue. 

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the relevant 

sections of this report 
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Other Information 

The Directors are responsible for the Other Information. 

Our opinion on the relevant elements of the Solvency and Financial Condition Report does not cover the Other Information 
and, we do not express any form of assurance conclusion thereon. 

In connection with our audit of the Solvency and Financial Condition Report, our responsibility is to read the Other 

Information and, in doing so, consider whether the Other Information is materially inconsistent with the relevant elements 

of the Solvency and Financial Condition Report, or our knowledge obtained in the audit, or otherwise appears to be 

materially misstated. If we identify such material inconsistencies or apparent material misstatements, we are required to 

determine whether there is a material misstatement in the relevant elements of the Solvency and Financial Condition 

Report or a material misstatement of the Other Information. If, based on the work we have performed, we conclude that 

there is a material misstatement of this Other Information, we are required to report that fact. We have nothing to report 

in this regard. 

 

Responsibilities of Directors for the Solvency and Financial Condition Report 

The Directors are responsible for the preparation of the Solvency and Financial Condition Report in accordance with the 

financial reporting provisions of the PRA rules and Solvency II regulations.  

The Directors are also responsible for: 

• such internal control as management determines is necessary to enable the preparation of a Solvency and 

Financial Condition Report that is free from material misstatement, whether due to fraud or error; 

• overseeing the Company’s financial reporting process; and,  

• assessing the Company’s ability to continue as a going concern, disclosing, as applicable, matters related to 

going concern; and using the going concern basis of accounting unless they either intend to liquidate the 

Company or to cease operations, or have no realistic alternative but to do so. 

 

Auditor’s Responsibilities for the Audit of the relevant elements of the Solvency and Financial Condition Report 

It is our responsibility to form an independent opinion as to whether the relevant elements of the Solvency and Financial 
Condition Report are prepared, in all material respects, with financial reporting provisions of the PRA Rules and Solvency 
II regulations on which they are based. 

Our objectives are to obtain reasonable assurance about whether the relevant elements of the Solvency and Financial 
Condition Report are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance, but it is not a guarantee that an audit conducted 
in accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from 
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected to 
influence the decision making or the judgement of the users taken on the basis of the Solvency and Financial Condition 
Report. 

Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures in line 
with our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. 
Based on our understanding of the Company and the insurance sector in which it operates, we identified that the principal 
risks of non-compliance with laws and regulations related to breaches of regulatory requirements of the Prudential 
Regulation Authority (‘PRA’) and the Financial Conduct Authority (‘FCA’), the Office of the Superintendent of Financial 
Institutions (‘OSFI’), the Data Protection Act, the UK GDPR, the Bribery Act, the Proceeds of Crime and Anti-Money 
Laundering and the PRA Rules and Solvency II regulations, and we considered the extent to which non-compliance might 
have a material effect on the relevant elements of the Solvency and Financial Condition Report. We also considered those 
laws and regulations that have a direct impact on the preparation of relevant elements of the Solvency and Financial 
Condition Report. 

We evaluated the directors’ and management’s incentives and opportunities for fraudulent manipulation of the relevant 
elements of the Solvency and Financial Condition Report (including the risk of override of controls) and determined that 
the principal risks were related to posting adjusting entries to manipulate own funds, or their tiering, against the Solvency 
Capital Requirement or Minimum Capital Requirement; management bias through judgements and assumptions in 
significant estimates, in particular in relation the valuation of the provisions for the settlement of future claims including 
events not in data; the recognition of deferred tax assets; and, significant one-off or unusual transactions.  

Our audit procedures were designed to respond to those identified risks, including non-compliance with laws and 
regulations (irregularities) and fraud that are material to the relevant elements of the Solvency Financial Condition Report. 
Our audit procedures included but were not limited to: 

• Discussing with the directors and management their policies and procedures regarding compliance with 
laws and regulations; 



SCOR UK – Solvency and Financial Condition Report YE 2021 

91 

• Communicating identified laws and regulations throughout our engagement team and remaining alert to 
any indications of non-compliance throughout our audit; and 

• Considering the risk of acts by the Company which were contrary to applicable laws and regulations, 
including fraud.  

Our audit procedures in relation to fraud included but were not limited to: 

• Making enquiries of the directors and management on whether they had knowledge of any actual, 
suspected or alleged fraud; 

• Gaining an understanding of the internal controls established to mitigate risks related to fraud; 

• Discussing amongst the engagement team the risks of fraud; and 

• Addressing the risks of fraud through management override of controls by performing journal entry testing. 

There are inherent limitations in the audit procedures described above and the primary responsibility for the prevention 
and detection of irregularities including fraud rests with management. As with any audit, there remained a risk of non-
detection of irregularities, as these may involve collusion, forgery, intentional omissions, misrepresentations or the 
override of internal controls. 

A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting 

Council’s website at www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.. 

 

Report on Other Legal and Regulatory Requirements. 

In accordance with Rule 4.1 (3) of the External Audit Chapter of the PRA Rulebook for Solvency II firms we are required 

to consider whether the Other Information is materially inconsistent with our knowledge obtained in the audit of the 

Company’s statutory financial statements. If, based on the work we have performed, we conclude that there is a material 

misstatement of this other information, we are required to report that fact. We have nothing to report in this regard. 

 

Use of the audit report 

This report, including the opinion, has been prepared for the Directors of the Company to enable them to comply with 

their obligations under External Audit Rule 2.1 of the Solvency II Firms Sector of the PRA Rulebook and for no other 

purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the 

Directors for our audit work, for this report, or for the opinions we have formed. 

 

 

Mazars LLP 

Tower Bridge House 

St Katharine’s Way 

London 

E1W 1DD 
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