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MANAGEMENT
SUMMARY

SCOR Switzerland AG (hereinafter “the Company”) is
the legal operating entity of SCOR, an independent
global tier-1 reinsurance company, in Switzerland. It is
licensed and supervised by the Swiss Financial Market
Supervisory Authority (“FINMA”) and operates in the
Property & Casualty (P&C) reinsurance segment.

The Company reports a profit for the financial year
2019 of EUR 89.2 million as compared to EUR 74.9
million in 2018. The overall results are backed by a
solid technical result from reinsurance operations,
with premium growth from cession increases and a
largely stable net loss ratio compared to the previous
year. The investment portfolio showed a positive
performance in 2019 and includes realised gains from
disposal of investments.

The shareholders’ equity reached EUR 1'214.4 million
at 31 December 2019, which represents an increase
of EUR 9.3 million compared to the previous year,
after an extraordinary dividend payment of EUR 80.0
million.

The Company reports a solvency ratio of 191% accord-
ing to the Swiss Solvency Test (SST), representing an
increase of 10%-pts compared to the previous year,
mainly driven by the elimination or reduction of
regulatory charges and the change in new business
volume, partly off-set by higher prior year reserve risk
and an increased dividend payment.

The continuous assessment and control of the various
risks the Company is exposed to is an important man-
agement objective. Several processes and tools for
identifying and assessing risk have been implemented
at SCOR Switzerland AG as well as at SCOR Group level
to approach risk from different perspectives and to
manage them in an exhaustive manner.

The outbreak of COVID-19 is a major global event that
will have health, societal, and economic impacts. Even
with appropriate macroeconomic policies through
well-targeted stimulus and public policies with effi-
cient containment measures, the damage to overall
economic growth will be significant.

There is considerable uncertainty about the potential
impact of the pandemic on the company based upon
current information. The company will continue to
regularly assess the COVID-19 impact on its business.
With respect to insurance business investments, the
recent decline in stock prices and other market indices
is also being closely monitored.

As regards operational risks, SCOR has globally taken
steps to lower the risk of infection for its employees,
including office closures in affected countries. Further-
more, the management has business continuity plans
in place that allow operations to continue even if the
office location is not accessible. Specifically, SCOR has
put in place infrastructure and tools that ensure that
employees can work remotely from home.

SCOR Financial Condition Report 2019 - SCOR Switzerland AG 5
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BUSINESS ACTIVITIES

SCOR Switzerland AG is part of the SCOR Group, a tier-1
reinsurance group that provides insurance companies with
a diversified and innovative range of solutions and services
to control and manage risk, serving more than 4’000
clients in the Americas, EMEA and APAC. The Group’s
subsidiaries, branches and offices are connected through
a central network of applications and data exchange plat-
forms, which allow local access to centralized risk analysis,
underwriting or pricing databases and also gives access to
information on local market conditions.

SCOR Switzerland AG is the regulated legal operating
entity of the SCOR Group in Switzerland and operates in
the Property & Casualty (P&C) reinsurance segment. Since
2001, the Company is fully licensed and supervised by the
Swiss Financial Market Supervisory Authority (“FINMA”).

The Company plays an important role in the SCOR Group,
carrying prior underwriting year business as well as being
the carrier of a significant amount of internal retroces-
sion business from various entities of the SCOR Group.
The assumed underwriting business focus is on selected
reinsurance and insurance risks, mostly mainstream risks
covered in P&C. SCOR Switzerland is targeting a diversified
portfolio in terms of business and geography covering
various lines of business such as Property, Property Cat,
Motor, Credit & Surety, Casualty, Engineering, Marine and
Offshore and other smaller portfolios.

The portfolio of assumed reinsurance business from other
entities of the SCOR Group is slightly increasing in 2019 as
the Company has entered into reinsurance contracts with
new SCOR Group entities and / or assumes higher shares
from existing ceding entities.

BUSINESS ACTIVITIES 02

SCOR Switzerland AG buys reinsurance from its parent
company to mitigate peak risk and protect its capital. In
addition, the Company grants loans to other SCOR Group
entities and receives such loans from other entities of the
SCOR Group. For further details we refer to the respective
chapter in the Annual Report.

The Company was formerly fully owned by SCOR Holding
(Switzerland) AG. As a consequence of the cross-border
merger between SCOR Holding (Switzerland) AG and
its French parent company, SCOR SE, with effect as of
1 October 2019, all shares in the Company are now held
directly by SCOR SE, the ultimate parent company of the
SCOR Group, listed on the Euronext stock exchange, Paris.
The Company holds a participation in SCOR Services UK
Ltd. (formerly SCOR Holding (UK) Ltd.). It hasn’t had any
branches for the last two years.

The annual financial statements have been prepared in
accordance with the provisions on commercial accounting
of the Swiss Code of Obligations (CO) and have been
audited by Mazars SA, Herostrasse 12, 8048 Zurich.

SCOR Financial Condition Report 2019 - SCOR Switzerland AG 7
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The Company reports a profit for the financial year 2019 of EUR 89.2 million as compared to EUR 74.9 million in 2018.
The main contributors to the net income in 2019 were the technical result from reinsurance operations as well as the

positive contributions from investment activities.

3.1 TECHNICAL RESULT

Gross premium written in 2019 amounted to EUR 1°641.4
million, which represents an increase of EUR 402.3 million
or 32.5% compared to 2018. Almost all premium written
by the Company in 2019 and 2018 was related to reinsur-
ance business accepted from other entities of the SCOR
Group. The increase in premium is driven by new and / or
higher cessions of business from other SCOR entities. The
variation of foreign exchange rates had a positive effect on
the gross premium written of EUR +24.0 million compared
to the previous year. SCOR Switzerland AG is also a buyer
of reinsurance to mitigate risk and to protect its capital.
In 2019, it recorded ceded premium to reinsurers of EUR
54.6 million as compared to EUR 33.9 million in 2018.

The Miscellaneous line, which includes Engineering, Credit
& Surety and Agriculture, reports an increase in premium
volume of EUR 195 million which represent almost 50% of
the total increase, followed by the Casualty line with EUR
70 million increase. The Property line, as well as Marine,
Aviation and Transport increase by EUR 60 million and
EUR 65 million respectively. The only decrease in premium
compared to the previous year was recorded in the line
Personal Accident.

The overall technical result amounts to EUR 49.8 million.
This is mainly driven by the Property line which contributes
EUR 184 million due to low cat activity during the year.
The Casualty line contributes with EUR 42 million mainly
driven by positive development of the prior years. In
contrast, Miscellaneous lines, in particular Aviation and
Agriculture are partially offsetting the positive result by
EUR -89 million due to higher loss activity. Overall, the net
loss ratio for the year 2019 is 58.5% compared to 54.8%
one year ago. The result in the year 2018 was impacted by
natural catastrophes such as the hurricanes Michael and
Florence as well as the wildfires in California partially offset
by positive development in the casualty book.

The acquisition costs and administration expenses are
slightly higher than one year ago at 36.0% of the net
premium earned as compared to 34.5% in 2018. The
increase of acquisition costs is driven by new business
assumed in 2019 including portfolio transfers, whereas
the slight increase of administration expenses relates to
higher costs for services rendered by other SCOR entities.

Overall, the technical result from reinsurance operations
recorded by the Company, which comprises technical in-
come, net claims expenses and technical expenses, resulted
in a gain for the year 2019 of EUR 49.8 million compared
to a gain of EUR 75.6 million in 2018.

SCOR Financial Condition Report 2019 - SCOR Switzerland AG 9
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3.2 NET INVESTMENT INCOME

Net income from investments amounts to EUR 76.0 mil-
lion in 2019, an increase of EUR 48.6 million compared
to 2018. The total net realized and unrealized gains and
losses on investments amounted to a gain of EUR 20.8
million in 2019 as compared to a loss of EUR 11.4 million
in the previous year. The increase is mainly driven by the
positive development of the shares and fund portfolios
and includes realized gains from disposal of investments.

In addition, the Company received dividends from its
participation SCOR Services UK Ltd. (formerly SCOR Hold-
ing (UK) Ltd.) of EUR 17.2 million in 2019, whereas the
dividend from that same participation amounted to EUR
4.0 million in 2018.

All gains or losses are posted through Income Statement and
no gain or loss was recorded directly in Shareholders’ Equity.

The following tables show a detailed breakdown of investment income and expenses:

2019

Investment income
as per

2018

In EUR million Investment Realised Unrealised Investment Realised Unrealised Total
income gains gains income gains gains
Participations 17.2 - - 17.2 4.0 - - 4.0
Bonds 24.1 6.4 - 30.5 25.9 2.7 - 28.6
Loans 515 - - 5.5 5.2 - - 5.2
Shares 0.1 - 0.2 0.3 - 4.3 1.8 6.1
Other investments 10.2 19.8 - 30.0 5.1 0.1 - 5.2
INVESTMENT INCOME 57.1 26.2 0.2 83.5 40.2 7.1 1.8 49.1
Investment expenses 2019 2018
as per
In EUR million Investment Realised Unrealised Investment Realised Unrealised Total
expenses losses losses expenses losses losses
Participations - - - - - - - -
Bonds (1.5) (1.8) - (3.3) (1.2) (1.5) - (2.6)
Loans - - - - - - - -
Shares - (1.7) (0.4) (2.1) - (18.8) - (18.8)
Other investments (0.4) - (1.6) (2.0) 0.2) 0.2) - (0.3)
INVESTMENT EXPENSES (1.9) (3.5) (2.0) (7.4) (1.3)  (20.4) - (21.7)
10 | SCOR Financial Condition Report 2019 - SCOR Switzerland AG



3.3 OTHER INCOME AND EXPENSES

In 2019, other financial income of EUR 0.6 million com-
prises interests on cash, cash equivalents and fixed-term
deposits, whereas other financial expenses of total EUR
-9.6 million include the net result from foreign exchange of
EUR -7.1 million and financial charges of EUR -2.5 million
which are mainly fees for Letters of Credit. In 2018, other
financial income of EUR 1.0 million mainly consisted of
the positive result from foreign exchange of net EUR 1.4
million, whereas other financial expenses of EUR -3.1
million solely comprised financial charges, mainly fees for
Letters of Credit.

Interest expenses of 3.8 million (2018: 3.6 million) are
mainly related to annual interest payments for the per-
petual subordinated loan of CHF 125 million granted by
SCOR Holding (Switzerland) AG. Following the cross-bor-
der merger between SCOR Holding (Switzerland) AG and
SCOR SE, Paris, with effect as of 1 October 2019, the loan
was transferred automatically to SCOR SE as new lender
by operation of law.

PERFORMANCE 03

Income Tax expenses increased by EUR 1.5 million from
19.8 million in 2018 to an amount of EUR 21.3 million in
2019 due to higher profit in the current year.

SCOR Financial Condition Report 2019 - SCOR Switzerland AG | 11
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CORPORATE GOVERNANCE AND
RISK MANAGEMENT

4.1 CORPORATE GOVERNANCE

The Board of Directors and the Executive Management are composed as follows:

BOARD OF DIRECTORS

Name Nationality Date appointed Term expires
Denis Kessler (Chairman) French 23 March 2009  Re-elected 18 April 2019 2020
Peter Eckert (Vice-Chairman) Swiss 23 March 2009  Re-elected 18 April 2019 2020
Paolo De Martin [talian 19 March 2008 Re-elected 18 April 2019 2020
Georges Chodron de Courcel French 23 March 2009  Re-elected 18 April 2019 2020
J. Friedrich Sauerlander Swiss 23 March 2009  Re-elected 18 April 2019 2020
Jean-Claude Seys French 23 March 2009  Re-elected 18 April 2019 2020
Frieder Knipling German 22 May 2013 Re-elected 18 April 2019 2020
Umberto Gavazzi [talian 18 April 2019 2020

MEMBERS OF THE BOARD OF DIRECTORS WHO STEPPED DOWN IN 2019

Name Nationality Date appointed Date resigned
n.a.
EXECUTIVE MANAGEMENT
Effective date of
Name Nationality appointment
Andreas Frank German / Chief Executive Officer: 1 April 2018
(Chief Executive Officer and Swiss Chief Financial Officer: 25 August 2011
Chief Financial Officer)
Patrick Brunner (Chief Risk Officer) Swiss 1 October 2014
Thomas Haegin (Chief Technical Officer) Swiss 23 August 2018

EXECUTIVES WHOSE TERM OF OFFICE ENDED IN 2019

Name

Nationality

Effective date of
appointment

End of term of office

n.a.

SCOR Financial Condition Report 2019 - SCOR Switzerland AG | 13
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4.2 RISK MANAGEMENT

The Company has consistently implemented, based on
the principle of proportionality, SCOR’s Risk Management
system which comprises:

* The risk appetite framework which defines the quantity
and types of risks SCOR is willing to accept and its risk
tolerance.

e The Enterprise Risk Management (ERM) framework
composed of various risk management mechanisms
which help to ensure that the Risk Appetite Framework
is respected.

The Company’s risk appetite is aligned to SCOR Group’s risk
appetite (regarding all risks with the exception of Life risks)
and targets contributing to the Group’s upper mid-level risk
profile, by closely monitoring and mitigating its exposure
to extreme tail events. The volatility is controlled through
diversification of assumed underwriting risk and capital
shield mechanisms.

14 | SCOR Financial Condition Report 2019 - SCOR Switzerland AG

As part of its risk appetite framework the Company has
implemented risk tolerances. These tolerances are subdi-
vided into a solvency range and a system of limits on more
granular risk metrics.

The continuous assessment and control of the various risks
is an important management objective. Several processes
and tools for identifying and assessing risk have been
implemented at the Company as well as at the level of
SCOR Group to approach risk from different perspectives
and to manage them in an exhaustive manner. Specifically,
tailored entity processes include:

= Arisk information process: every quarter, the Executive
Management and Board of Directors review the Risk
Dashboard, which describes and assesses the major risks
the Company is exposed to. This dashboard assembles
various risk assessments from different identification
and assessment processes for all risk categories.

* A process for the monitoring of risk exposures com-
pared to risk tolerances, i.e. the limits established in
order to ensure that the Company’s risk profile remains
aligned with the risk appetite.

= Processes with relevance for the reliability of financial
reporting are identified within the Internal Control
System and appropriate key controls are defined to
mitigate the financial reporting risk.
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4.2.1 KEY CONTROL FUNCTIONS

Risk Management Function

The Risk Management Function is responsible for the
monitoring and reporting of the Company’s risk profile, in
line with the Company’s Risk Appetite Statement, and for
the effectiveness of the Risk Management system. The Risk
Management Function regularly reports and advises the
Board of Directors, Executive Committee and / or related
committees on these and other Risk Management matters
through the use of regular and ad-hoc risk analyses.

The Risk Management team, led by the Company’s Chief
Risk Officer, undertake this role, with the support of other
teams. The Company’s CRO is appointed by the Board of
Directors and is a member of the Executive Committee.

Actuarial Function

The Actuarial Function is the owner of the Company’s
reserving process and is required to carry out timely com-
pletion of reserve analyses and actuarial reserve reports.
In addition to ensuring adequate technical reserves, the
Responsible Actuary is responsible for ensuring proper
pricing principles are used and that the solvency ratio is
calculated correctly. The Responsible Actuary is required
to report to both the Executive Committee and the Audit
and Risk Committee of the Board of Directors.

The Responsible Actuary is appointed by the CEO of the
Company as per the Organisational By-Laws, subject to
FINMA’s accreditation.

4.2.2 INTERNAL CONTROL SYSTEM (ICS)

The ICS forms an integral part of the Company’s Enterprise
Risk Management (ERM) Framework. The ICS contributes
to ensuring compliance with laws and regulations, as well
as accessibility and reliability of financial and non-financial
information.

Compliance Function

The Compliance Function performs compliance activities
to identify, assess, mitigate, and report compliance risks
and matters. The Head of the Compliance Function is
appointed by the Company’s Board of Directors and ad-
vises the Audit and Risk Committee and management on
compliance matters.

The Company’s compliance plan defines the compliance
activities to be undertaken during each upcoming year.
The plan as well as an independent assessment of key
compliance risks is presented to the Audit and Risk Com-
mittee for review.

Internal Audit Function

Internal Audit assists the Board of Directors in providing
independent, objective assurance and consulting services
designed to assess the adequacy, effectiveness and effi-
ciency of the Company’s governance, policies and guide-
lines, Risk Management, and Internal Control System, as
well as compliance of operations with applicable policies
and guidelines.

The Company’s Board of Directors appoints the Head of
Internal Audit. The Audit and Risk Committee defines the
responsibilities of the Head of Internal Audit and its teams
regarding the Company matters. The Head of Internal Audit
reports on a regular basis to the Audit and Risk Committee.

It is being deployed on various business and support
areas such as Underwriting, Pricing, Technical and Finan-
cial Accounting, Claims, Reserving, Investment & Asset
Management, Financial and Non-Financial Valuation &
Reporting, IT, Human Resources and Risk Management.

SCOR Financial Condition Report 2019 - SCOR Switzerland AG | 15
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RISK PROFILE

The Company seeks to maintain a portfolio of business
risks that is strategically diversified by geography, by line
and class of business and over time (short and long-tail).
Diversification aims to reduce the accumulation of risks
which may produce risk concentrations along with vola-
tility and reduces the aggregate risk of the Company. The
material risks, which are quantified using the Company’s
Internal Model, are as follows:

e |nsurance Risk

 Market Risk
e Credit Risk

SST One-Year

RISK PROFILE 05

The following table provides a breakdown of the SST
one-year change, respectively capital requirement. The
Company is predominantly exposed to Insurance Risk. A
detailed breakdown of these risks and an explanation of
year-on-year changes is provided in Chapter 8.2.

Change breakdown: SST 2020 SST 2019

Diversified risk figures in MEUR in MEUR

Insurance Risk 701 85% 610 70%
Market Risk 223 27% 185 21%
Credit Risk 89 11% 130 15%
SST Scenarios & Other Impacts 68 8% 95 11%
Diversification effects -259 -31% -153 -18%
One-Year Change 822 100% 867 100%

As shown in the table above, the overall risk profile is stable
with the increase in Insurance Risk reflecting offsetting
impacts of improved modelling and a decrease in business
volume. In absolute terms, there is a decrease in one-year
change compared to the previous year.

In addition to these risks, the Company is also exposed
to Operational, Strategic, Liquidity, Group and Emerging
risks, which are all managed through a variety of mecha-
nisms. These risks are not expected to have an immediate
impact on the solvency over a one-year time horizon and
are monitored and managed through specific processes.

Risk concentrations arising from dependencies within
and across underwriting, investing or lending activities
are analysed within their respective risk categories. Risk
concentrations are monitored and aims to strike an appro-
priate balance between risk, capital adequacy and return,
while respecting key stakeholder expectations.

SCOR Financial Condition Report 2019 - SCOR Switzerland AG | 17
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5.1 INSURANCE RISK

The main risks linked to the P&C reinsurance business
underwritten by the Company are P&C long-tail, natural
and man-made catastrophes, including terrorism.

P&C Long-Tail

This is the risk that the P&C claims inflation is higher than
assumed in the calculation of the Best Estimate Liabilities
(BEL) and mostly affects the long-tail lines of business.
Claims inflation is influenced by, but not directly linked
to general inflation.

For SCOR’s Casualty business, the frequency and severity of
claims and the related amounts of indemnity paid can be
affected by several factors. The most significant factors are
the changing legal and regulatory environment including
changes in civil liability law and jurisprudence.

Natural and Man-Made Catastrophes

The Company is exposed to multiple insured losses arising
from single or multiple events, which can be catastrophic,
being either caused by nature (e.g. hurricane, typhoon,
windstorm, flood, hail, severe winter storm, earthquake) or
man-made (e.g. explosion, fire at a major industrial facility,
act of terrorism). Any such catastrophic event can generate
insured losses in one or several lines of business.

The most material catastrophes in the Company’s risk
profile are related to natural events mainly tropical cyclones,
windstorms, earthquakes and floods arising worldwide, and
affecting property, engineering and possibly other lines of
business. The natural catastrophe portfolio is geographically
well diversified and effective retrocession protection is in
place. The peril-regions to which the Company’s natural
catastrophe portfolio has the largest exposure to, are North
American Hurricane and European Windstorm.

18 | SCOR Financial Condition Report 2019 - SCOR Switzerland AG

The Company is exposed to insured losses, arising from
single or multiple events, which can be catastrophic,
caused by the occurrence of a man-made event, defined as
negligent or deliberate human actions, e.g. conflagration,
a large explosion and fire at a major industrial site, and
terrorism.

Risk Management

Insurance risks are assessed and controlled in accordance
with the underwriting plan and underwriting and pricing
guidelines, which specify the underwriting capacities del-
egated to each underwriter in each entity as well as the
underwriting rules and principles to be complied with.

Business opportunities going beyond the stipulations of
the guidelines are subject to special referral procedures.
The quality of the underwriting, pricing and claims han-
dling is assessed through underwriting cross reviews and
regular reviews of technical results by business area and
region together with a close monitoring of the utilization
of capacities and accumulation of Natural Catastrophe and
per-risk events.

The adequacy of the Company’s liabilities is controlled
based on specific procedures. An annual written actuarial
function report is provided to the Board of Directors by
the Company’s Responsible Actuary. The Company main-
tains strong quarterly and annual reserving processes with
regular oversight by the Company’s Responsible Actuary.



5.2 MARKET RISK
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Market Risk is the risk that the fair value of future cash
flows of a financial instrument fluctuates because of
change in market prices or macroeconomic variables.
This includes interest rate and currency risk, as well as
equity risk, to which the Company is exposed through its
investments. Market risk also includes credit spread risk
on these invested assets.

The investment strategy is prudent with the majority of
assets held in cash and fixed income securities. It is defined
in line with the risk appetite and tolerances and considers
the economic and market environment and the asset
liability durations.

5.3 CREDIT RISK

Limits exist for asset class exposures and are set by the
Company’s Board of Directors and form an integral part
of the strategic asset allocation process and investment
roadmap. Additional investment restrictions are defined by
asset class, asset concentration, cash exposure by issuer,
and fixed income rating.

The Company is subject to Credit Risk on its invested as-
sets, receivables from retrocessionaires and receivables and
deposits from cedants. The Company has a low appetite
for counterparty Credit Risk and hence it has set a strategy
in its investment guidelines to mitigate this risk.

Its main retrocessionaires are SCOR Group entities, which
themselves employ outward reinsurance and other risk
mitigating techniques.

SCOR Financial Condition Report 2019 - SCOR Switzerland AG | 19
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5.4 OPERATIONAL RISK

Operational Risks are inherent to all businesses, including
SCOR’s, and may be split into four broad categories.

= Staff: Failure to attract or retain key personnel, incidents
due to mistakes or non-compliance with instructions,
guidelines or policies, internal fraud and intentional
damage to the Company’s assets, including data, by
personnel.

« Systems or facilities: Malfunction or a major break-
down, outage or disruption due to viruses, attacks by
hackers and theft or data breaches of IT systems leading
to the loss of data or delays in service or in a loss of
efficiency of teams. The interruptions of these services
could damage commercial activities, in addition, the
facilities in which the Company operates, might be
impacted by natural or man-made perils.

e Processes: The Company’s risk management policies,
procedures and controls may not be appropriate or
sufficient, including inadequate level of service and
breaches of contracts and other commitments, includ-
ing processes from outsourced activities.

« External events: The Company may be exposed to an
unfavourable business environment, such as evolving
or additional regulatory constraints as well as external
fraud and misappropriation of the Company’s assets by
third parties, including cyber-attacks.

20 | SCOR Financial Condition Report 2019 - SCOR Switzerland AG

Within SCOR’s Internal Control System (ICS) process
owners design, implement and operate appropriate key
controls and maintain the net risk exposure at or below
an acceptable level of possible damage for the processes
assigned to their area of responsibility.

Operational risks, net of mitigation, are assessed to be
non-material for the Company. This assessment is based
on the Company’s position within the Group and the
business model. On risks which may develop rapidly, such
as external fraud, risk mitigation is adapted frequently.



5.5 RISK CONCENTRATIONS
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Concentration Risks mainly impact 3 categories of risk
individually or collectively:

= Insurance Risks, in particular through catastrophes and
other accumulation risks across lines of business or
within certain geographical areas.

= Market Risks, particularly in case of major events impact-
ing specific types of assets to which SCOR is exposed.

« Credit Risks, in case of major events impacting certain
types of counterparties or certain individual counterpar-
ties to which the Company is exposed.

5.6 REINSURANCE AND RISK MITIGATING TECHNIQUES

Reinsurance Program

The Company has put in place a reinsurance program,
which protects the Company from large events in line
with the risk profile.

The retrocession structure in place provides efficient and
comprehensive protection against large losses. The Com-
pany is protected both on a per risk basis and a per
event basis. Overall, the Company is adequately protected
against adverse developments of its capital base due to the
occurrence of one or multiple catastrophic losses.

5.7 OTHER RISK

Insurance risk concentrations are monitored utilizing
catastrophe modelling technological solutions and regular
exposure reporting to underwriters and Underwriting
Management. Exposures to specific lines of business and
geographies are limited within the underwriting guide-
lines. Monitoring against compliance with underwriting
guidelines is ensured via on-site ongoing oversight exer-
cised by Underwriting Management and periodic reviews.

As described above, Market and Credit Risks, including
risk concentrations related to these, are managed and
monitored according to pre-defined exposure limits. The
investment objectives, limits and restrictions are defined
in the Company’s investment guideline.

Currency Fluctuation Risk

Exchange rate fluctuations can have an adverse effect on
the Company’s Net Asset Value. The Company hedges its
monetary balance sheet position against FX fluctuations,
but not the solvency ratio. This may give rise to potential
fluctuations in the SST ratio over time.

The Company has neither exposure nor membership in
a Special Purpose Vehicle (SPV). Other off-balance sheet
commitments are limited to pledged assets and letters
of credit.

Pledged assets and letters of credit are inherent to con-
ducting reinsurance business in compliance with local
regulations and help ensure the liquidity of clients.

Based on the assessment of free assets, these balances
pose no material risk to the Company. For details, see
the respective note section in the SCOR Switzerland AG
Annual report.
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VALUATION
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The following table outlines the components of SSAG’s SST Balance Sheet year-on-year:

SST SST
(in EUR million) 2020 2019
1.1 Investments
1.1.1 Real estate 0 0
1.1.2 Participations 117 111
1.1.3 Fixed-income securities 1'686 2'003
1.1.4 Loans 205 252
1.1.5 Mortgages 0 0
1.1.6 Equities 15 149
1.1.7 Other investments 786 76
Total investments 2'809 2'591
Other assets
1.2 Financial investments from unit-linked life insurance 0 0
1.3  Receivables from derivative financial instruments 5 1
1.4 Deposits made under assumed reinsurance contracts 1'350 1'099
1.5 Cash and cash equivalents 75 54
1.6  Share of technical provisions from reinsurance 55 30
1.7  Fixed assets
1.8 Deferred acquisition costs
1.9 Intangible assets
1.10 Receivables from insurance business 191 111
1.11 Other receivables 102 18
1.12 Other assets 0 289
1.13 Unpaid share capital 0 0
1.14 Accrued assets 3 1
Total other assets 1'780 1'604
1.15 Total Assets 4'589 4'195
Liabilities
2.1  Technical provisions: gross 2'695 2'356
2.2 Insurance reserves for unit-linked life insurance: gross 0 0
2.3 Non-technical provisions 0 0
2.4 Interest-bearing liabilities 0 0
2.5  Liabilities from derivative financial instruments 10 12
2.6  Deposits retained on ceded reinsurance -1 -1
2.7  Liabilities from insurance business 47 42
2.8  Other liabilities 2 5
2.9  Accrued liabilities 2 0
2.10 Subordinated debts 116 113
Total Liabilities 2'871 2'527
Total Asset — Liabilities 1'718 1'668
Expected dividend payment -130 -80
Supplementary Capital 116 113
Risk Bearing Capital 1'704 1'701
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06 VALUATION

The SST Balance Sheet is established according to the
Swiss Solvency Test and is the basis for determining the
Risk-Bearing Capital considering the economic value of
the Balance Sheet, expected dividends and supplementary
capital.

The presented SST balance sheet granularity has been
aligned to the economic balance sheet format of other
SCOR legal entities based on the Solvency Il framework.
In this context, the premium estimates net of commissions
are not shown on the assets side of the SST balance sheet
but are integrated into the liabilities and considered against
the economic future cashflow positions. As of this year, the
balance sheet layout is fully aligned to the layout provided
by FINMA within the fundamental data sheet.

Key SST Balance sheet movements compared to the pre-
vious year:

= Fixed income securities decrease to EUR 1’686 million
from EUR 2’003 million mainly due to a mapping
change. Investment funds newly shown under other in-
vestment were allocated across fixed income securities,
loans equities and other assets last year. Deposits made
under assumed reinsurance contracts increase from EUR
1’099 million to EUR 1’350 million. The increase is in
relation to higher cessions from other SCOR entities.

* Share of technical provisions from reinsurance con-
tracts increase from EUR 30 million to EUR 55 million
following a new proportional retrocession contract with
another SCOR entity.

= Receivables from insurance business increase by EUR 80
million from EUR 111 million to EUR 191 million also
driven by the higher cessions from other SCOR entities.

* The total liabilities increase by EUR 343 million driven
by the technical provisions which increase due to the
higher business assumed from other SCOR entities as
well as by the decrease in discount benefit due to lower
interest rates.

* The Risk-Bearing Capital increases by EUR 3 million
compared to last year. The increase in Risk Bearing
Capital is stemming mainly from the increase in the
Shareholders’ equity partially offset by a reduction of
the discount benefit as well as an expected dividend
payment of EUR 130 million in 2020.
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The Company’s investments are largely traded in deep
and liquid markets and therefore booked mark to market,
or their prices are reproducible by generally accepted
valuation models and therefore booked close-to-market.

The valuation of all other positions is based on models
using observable market parameters wherever possible
and unbiased best-estimates for all other parameters.
Those positions, predominantly obligations from insurance
contracts, are therefore booked on a mark-to-model basis.
The major assumption underlying the economic valuation
of liabilities is related to the replacement of unearned
premium reserves by their economic expected loss, the
discounting of all future cash flows of premiums, losses
and reserves using risk-free yield curves and to some extent
also the consideration of reserve adequacy adjustments.



VALUATION 06

The following table outlines the differences between the SST Balance Sheet and the statutory accounts of SSAG:

SST 2020 Local Variance Of which: Valuation
(in EUR million) Stat Mapping  change
2019
1.1 Investments
1.1.1 Real estate 0 0 0 0
1.1.2 Participations 117 87 30 30
1.1.3 Fixed-income securities ! 1’686 1'590 96 -14 82
1.1.4 Loans 205 201
1.1.5 Mortgages 0 0
1.1.6 Equities 15 15
1.1.7 Other investments 786 752 34 34
Total investments 2'809 2’645 164 -14 150
Other assets
1.2 Financial investments from unit-linked life insurance 0 0 0 0
1.3  Receivables from derivative financial instruments 5 5 0 0
1.4  Deposits made under assumed reinsurance contracts 1'350 1'350 0 0
1.5 Cash and cash equivalents 75 75 0 0
1.6  Share of technical provisions from reinsurance 55 59 -5 -5
1.7 Fixed assets 0 0 0
1.8 Deferred acquisition costs 0 0 0
1.9 Intangible assets 0 0 0
1.10 Receivables from insurance business 2 191 1'005 -814 814 0
1.11 Other receivables 102 102 0 0
1.12 Other assets 0 0 0 0
1.13 Unpaid share capital 0 0 0 0
1.14 Accrued assets ! 3 17 -14 14 0
Total other assets 1'780 2'613 -833 828 -5
1.15 Total Assets 4'589 5'258 -669 814 145
Liabilities
2.1 Technical provisions: gross 2 2'695 3'748 -1'053 698 -355
2.2 Insurance reserves for unit-linked life insurance: gross 0 0 0 0
2.3 Non-technical provisions 0 0 0 0
2.4 Interest-bearing liabilities 0 0 0 0
2.5 Liabilities from derivative financial instruments 10 10 0 0
2.6  Deposits retained on ceded reinsurance 2 -1 115 -116 116 0
2.7  Liabilities from insurance business a7 51 -4 -4
2.8  Other liabilities 2 4 -2 -2
2.9  Accrued liabilities 2 2 0 0
2.10 Subordinated debts 116 114 2 2
Total Liabilities 2'871 4'044 -1'173 814 -359
Total Asset - Liabilities 1'718 1'214 504 0 504
Expected dividend payment -130
Supplementary Capital 116
Risk Bearing Capital 1'704
! reclass bonds interests accruals
2 reclass related to Best estimate liabilites
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06 VALUATION

The total difference between excess of Total Assets over
Total Liabilities in the SST Balance Sheet of EUR 1718
million and the statutory shareholders’ equity amounts
to EUR 504 million, of which EUR 145 million result from
asset revaluations and EUR 359 million from revaluation of
liabilities. For reconciliation purposes please note that EUR
814 million are reclassed from Assets to Liabilities as part
of the best estimate liability calculation.

The impact of asset revaluations on the Risk-Bearing Capital
as compared to statutory account is driven by:

Total investments valuation increases of EUR 150 million
due to different valuation principles, of which:

= Participations EUR 30 million at modelled fair market
value in SST versus at cost in statutory accounts.

» Fix income securities EUR 82 million at fair market value
versus amortized cost.

e Loans EUR 4 million at fair market value versus nominal
value.

e Other investments EUR 34 million at fair market value
versus at cost.

Total other assets valuation decreases of EUR -5 million as
part of the Best estimate valuation. In statutory accounts
other assets are valued at cost.

The liability valuation impact is a decrease of EUR -359
million driven by:

= Liability revaluations related to discounting and other
Economic Risk valuation considerations, including UPR,
of EUR -355 million, mainly consisting of future premi-
um and future claims EUR -302 million and discounting
EUR -53 million.

« Liabilities from insurance business -EUR 4 million related
to the BEL calculation for ceded business

* The Subordinated Debt valuation at fair value EUR 2
million
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All other valuations are identical between the SST Balance
Sheet and the statutory accounts.

The Market Value Margin of EUR 138 million is defined via
the Cost of Capital approach multiplying the total of the
discounted risks that cannot be hedged otherwise on the
market over the remaining runoff-years at risk with the cost
of capital rate of 6%.
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CAPITAL MANAGEMENT

Capital Management is at the core of the Company’s strat-
egy. The Company’s goal is to manage its capital in order to
maximize its profitability, while meeting its solvency target
range, in line with its risk profile as defined by the Com-
pany’s risk appetite and tolerances and its operating plan.

Shareholders’ Equity

CAPITAL MANAGEMENT 07

The capital planning is based on the financial operating
plan. The Company also performs 3-year capital projec-
tions, considering IFRS and regulatory capital projections,
in the context of the Own Risk and Solvency Assessment
(ORSA).

The equity increased in 2019 by EUR 9.3 million from EUR 1°205.1 million to EUR 1'214.4 million. The following table

shows a detailed breakdown:

Share Legal capital Legal retained Voluntary retained

In EUR million capital reserves earnings earnings

Balance as of 31 December 2018 332.8 446.8 166.4 259.1 1'205.1
Dividend paid to shareholders - - - (80.0) (80.0)
Profit / (loss) of the year - - - 89.2 89.2
Balance as of 31 December 2019 332.8 446.8 166.4 268.3 1'214.4

Valuation differences between the shareholders’ equity position of EUR 1°214.4 million and the SST Balance Sheet are

explained in detail in Chapter 6. Valuation. In addition,
requires the estimation of expected dividend payments d

SST Risk-Bearing Capital allows for hybrid debt capacity and
uring 2020.
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SOLVENCY

8.1 INTERNAL MODEL

SOLVENCY 08

The Company uses its internal model to adequately assess
the solvency capital requirement as of end of year 2019.
The internal model is a stochastic model with a strong
modular approach. Modelling the risk at the sources
is one of the general principles which determined the
architecture of the Company’s internal model. Therefore,
the Company’s internal model framework consists of
several sub-modules covering different risk categories: An
economic scenario generator (ESG) generates scenarios for
economic variables; modules for modelling Life and P&C
insurance risks; a consolidation module which centrally
aggregates data from the various sub-models, and which
additionally models invested assets, Credit and Operational
Risk, and allows for further dependencies between the
risks not taken into account in the sub-models, produces
results at defined level of granularity, and eventually
calculates the one-year change and market value margin.

The Company’s internal model follows a full Balance
Sheet approach where future cash flows from rights and
obligations of the modelled entity are valued as positions
in the modelled SST Balance Sheet. Uncertainty is quan-
tified by stochastically projecting the start year modelled
SST Balance Sheet one year forward into the future. This
projection allows for risks such as forecasted changes
in the financial markets, losses and catastrophes, and
dependencies between the different risk factors.

A stochastic distribution of the change in economic value
over a one-year horizon is generated which is used for de-
termining the solvency capital requirement and reporting
of other risk quantities for the Company.

The necessity to use the internal model for the adequate
guantification of the Company’s risk is related to the
complex risk structure the Company is exposed too: the
portfolio comprises proportional, non-proportional and
facultative reinsurance as well as Lloyd’s Syndicates. The
Company reinsures world-wide subsidiaries of SCOR Group
thereby optimizing the diversification of the various portfo-
lios. The Company owns SCOR Services (UK) Ltd. (formerly
SCOR Holding (UK) Ltd.) and a diverse spectrum of asset
classes in various currencies, containing equities, bonds,
and real estate investments.

As standard models do capture only in part the complexity
of the Company’s world-wide exposed diversified risk
profile related to Reinsurance, Market, and Credit Risk,
the use of the internal model is required for proper risk
assessment and capital management.

In summary, the internal model values the various risks
(including their dependencies) the Company is exposed
to on an economic basis.

With the ordinance issued on 24 March 2019, FINMA
approved the internal model and allows the Company its
unconditional use except for the parts of the model that
relate to Credit Risk.
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08 SOLVENCY

8.2 TARGET CAPITAL

The results of the target capital year-on-year are displayed in the following table, including the market value margin and
the one-year change, split by standalone major risks and their diversification effect:

One-Year change and MVM by Risk Category
(in EUR million)

2020 2019

P&C Current Underwriting Year 337 337
P&C Prior Year Business 174 141
z;‘;ﬁgﬁz & P&C Reserves 284 242
P&C Other 11 0
P&C Total 701 610
Credit spread 113 0
FX-Risk 70 137
Interest Rate Risk 89 46
Market
Participation 22 25
Market Other 56 48
Market Risk Total 223 185
Credit Credit Risk 89 130
Scenarios & Other FINMA & Own Scenarios, Other 68 95
Total P&C, Market, Credit and Scenarios 1081 1020
Diversification Effect -259 -153
One-Year Change 822 867
Target Capital Market Value Margin 138 134
Target Capital 960 1001

Reporting granularities have been adapted during the year 2019.

3

32

For SST 2020, the following main risk categories have
been redefined:

P&C Total newly includes P&C Other (internal costs,
income from Funds Withheld and any revaluation on
premium & commission estimates, receivables during
the projection year).

Market Risk contains credit spread risk, the subcategory
Market Other consists of valuation changes from equi-
ties, hedge funds, real estate, ILS, MBS, cash, internal
loans, debt, dividends and own shares revaluation.

Credit Risk includes newly migration and default only,
no credit spread risk.

SCOR Financial Condition Report 2019 - SCOR Switzerland AG

Participation represents the risk of SCOR Services
(UK) Ltd.

Scenarios & Other contain capital requirements
resulting from predefined scenarios by FINMA and
the Company as well as additional capital require-
ments related to the company’s P&C risk (for 2019)
and Credit risk (for 2020, in 2019 implicitly part of
“diversification effect”).

The diversification effect reflects the difference be-
tween the total of the risks for P&C, Market, Credit
and Scenarios versus the diversified one-year change.



The one-year change decreased year-on-year primarily due
to the reduced or eliminated FINMA-charges following im-
proved modelling and the reduction of renewed business.
Increases in reserve risk and prior year risk as well as other
model changes partly offset these decreasing effects in
one-year change.

The increase in diversification for 2020 is largely due to
the reduction in credit risk charge and the reclassification
of the remaining credit risk charge in “Scenario & Other”.

The standalone capital results for P&C Total and Market

Risk Total in the table above are uncentered. They include
the expected insurance result and the expected financial

(market) result, respectively:
2020 2019

Economic financial result 12 -7

Expected results
(in EUR million)

Insurance result 67 90

*new reporting granularity

SOLVENCY 08

For 2019, the market risk recategorization would include
expected credit spread return of EUR 30 million and re-
duced costs on EUR 3 million for insurance result.

The reduction in economic financial result is primarily
driven by model changes, partly mitigated by improved
returns following changes in exposure at YE 2019. The
reduction of NatCat exposure for 2020 is a key driver of
the decrease in expected insurance result.

The Market Value Margin of the Company did not mate-
rially change year-on-year.
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08 SOLVENCY

8.3 RISK-BEARING CAPITAL

The Risk-Bearing Capital and its major components are given below for SST 2020 and SST 2019:

Risk-Bearing Capital
(in EUR million)

SST SST
2020 2019

Investments 2'579 2'593
Other Assets 2'010 1'602
Total Assets 4'589 4'195
Technical Provisions 2'579 2'240
Other Liabilities 292 288

Total Liabilities

2'871 2'527

Total Assets - Total Liabilities

1'718 1'668

Expected Dividend Payments -130 -80
Supplementary Capital 116 113
Risk-Bearing Capital 1704 1701

Around 569% of total assets are investments, the technical provisions account for 90% of the total liabilities. Further details
of the SST Balance Sheet accounts and their valuation principles can be found under Chapter 6.

8.4 SOLVENCY RATIO

For SST 2020, the company’s solvency ratio amounts to
191%, which represents an increase of 10%-pts compared
to the previous year.

SST Results SST SST
(in EUR million) 2020 2019
A. Risk-Bearing Capital 1'704 1'701
B. Market Value Margin 138 134
C. One-Year Change 822 867
Solvency Ratio (A.-B.)/C. 191% 181%

The increase in solvency ratio is driven on the risk side
by the decrease in one-year change stemming from the
elimination or reduction of regulatory charges following
the improvements of the internal model during 2018 and
2019. The effect was partly offset by other model changes
as well as by the increase in reserve and prior year risk.
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The Market Value Margin of the Company remained stable
year-on-year.

The Risk-Bearing Capital remains stable (marginal increase
by EUR 3 million), impacted by capital market revaluations
and generally positive economic value creation during
the year 2019. The expected dividend payment of EUR
130 million basically transfers this value creation to the
shareholder of the Company.

Despite these changes, neither the assumed business
nor the investment assets portfolio experienced material
structural changes during the year.

The disclosed figures have been submitted to FINMA in
the context of the SST 2020 and are pending regulatory
approval.
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