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A.

Business and Performance

A.1

Business

Barents Reinsurance S.A. is société anonyme domiciled in Luxembourg.
The Company is under the supervision of the Commissariat aux Assurances (CAA) from
Luxembourg:
Commissariat aux Assurances
7, boulevard Joseph II
L-1840 Luxembourg
Grand-Duché de Luxembourg
Telephone +352 22 69 11-1
Email: caa@caa.lu
The external auditor is Atwell S.à r.l. from Luxembourg with the following address:
ATWELL S.à r.l.
2 Rue Drosbach
L-3372 Leudelange
Mr Christophe Deschamps
Réviseur d’Entreprises Agréé
The Company is held directly by BRM Barents SCA.
The Company belongs to Barents Re group.
The important lines of business of Barents Reinsurance S.A. at 31 December 2019 were:
-

Energy
Financial Institutions
General Liability
Accident & Health
Property*
Marine Cargo*
Bonds*
Life*

*These lines of business are suspended and under discussion with the CAA for final approval.
The most important geographic areas at 31 December 2019 were:
-

Bulgaria, France, United Kingdom, Japan, Republic of Korea
Bangladesh, Philippines, Portugal

The subscribed capital remained at EUR 29,000,000.
AM Best has affirmed the Financial Strength Rating of A (Excellent) and the Long-Term Issuer
Credit Rating of “a” of Barents Re Reinsurance Company, Inc. (Barents Re) (Cayman Islands)
and its affiliate, Barents Reinsurance S.A. (Barents RE Lux) (Luxembourg).
The outlook of these Credit Ratings (ratings) has been revised to “negative” in December 2019
to reflect the declining profitability due to further softening premium rates in key lines of
business.

A.2

Underwriting Performance

Audited underwriting results at year-end 2019:
2019

2018

EARNED PREMIUMS, NET OF REINSURANCE

19,366,756

10,659,833

a) Gross premium written

119,832,644

85,932,062

b) Outward reinsurance premiums
c) Change in the gross provision for unearned
premiums
d) Change in the gross prov unearned prem, rein.
share

(99,053,093)

(74,101,705)

(9,550,827)

(8,434,491)

8,138,032

7,263,967

CLAIMS INCURRED, NET OF REINSURANCE

(5,231,452)

(4,032,644)

a) Claims paid

(2,403,259)

(24,601,129)

aa) Gross amount

(28,780,894)

(26,999,782)

bb) Reinsurers' share

26,377,635

2,398,654

b) Change in the provision for claims
aa) Gross amount

(2,828,193)

20,568,484

(53,321,234)

(29,400,665)

50,493,041

49,969,149

bb) Reinsurers' share
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7. NET OPERATING EXPENSES

a) Acquisition costs

(18,857,485)

(11,174,531)

(15,428,561)

(8,872,460)

b) Change in deferred acquisition costs

739,280

409,655

c) Administrative expenses
d) Reinsurance commissions and profit
participation

(9,496,856)

(6,900,012)

5,328,652

4,188,504

8. OTHER TECHNICAL CHARGES, NET OF
REINSURANCE

(13,845)

(45,000)

A.3

Investment Performance

In addition to holding cash at bank, the Company has invested in bonds and listed shares and
in 2019. The investment return was EUR 918,175.

A.4

Performance of other activities

There was no other material income and expenses incurred over the reporting period.

A.5

Any other information

There is no other information.
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B.

System of Governance

B.1

General information on the system of governance

The Board of Directors has the authority and responsibility to take any action necessary to
achieve the corporate objectives, with the exception of actions for which the General Assembly
is responsible, according to the law or the Company’s articles.
The Board of Directors has the ultimate responsibility for the compliance of the Company with
laws and regulation adopted pursuant the Solvency II Directive and Delegated Acts.
The Board of Directors is responsible for:
the definition and implementation of the strategic objectives of the Company, in
qualitative and quantitative terms (business plan);
the establishment, documentation and periodic review of all policies and procedures for
the governance of the Company, such as the risk management policy, internal control
policy, internal audit policy and outsourcing policy;
the approval and validation of the governance manual;
the establishment of a satisfactory control of the financial accounts of the Company and
the management of its assets;
arbitration and resolution of conflicts of interest;
the analysis and approval of key function reporting (risk management function, actuarial
function, internal audit function and internal control function);
the follow-up of the fit and proper assessment of the Board of Directors, the
representatives of keys functions and managers of outsourced activities;
the establishment and implementation of the underwriting policy;
the establishment and implementation of the investment policy.
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B.1.1 Solvency II Key Functions
Key functions, appointed by the Board of Directors, are one of the pillars of the organisational
structure of the Company and contribute to the strategic objectives of the organisation, and the
proper conduct of its operations. The composition, role and responsibilities and the reporting
line of each function is detailed in the document below. The appointment of the person or
persons responsible for representing each function is in accordance with the principles of
management of conflicts of interest, and with the fit and proper requirements.
Risk Management Function
The Company has established a risk management function to set up and manage a centralised,
robust and suitable risk management system, adapted to the risk profile (short, medium and
long-term) of the organization. Dr Dirk GORGES has been nominated to undertake this role.
Compliance Function
The Company has implemented a compliance function to ensure its compliance with applicable
laws and regulations, and with group policies and procedures. Mr Philippe BANET RIVET has
been nominated to undertake this role.
Actuarial Function
The Company has implemented an actuarial function to oversee all actuarial calculations
needed for the Company’s management, and to contribute to the risk management process
with a mathematical and actuarial approach. Dr Dirk GORGES has been nominated to
undertake this role.
Internal Audit Function
The Company has implemented an internal audit function in order to independently verify the
adequacy of the organisation, its policies and governance procedures, and their application in
daily management. Mr John FITZPATRICK has been nominated to undertake this role.

B.1.2 Committees
Executive Committee
The Executive Committee comprises the Senior Managers of the company and is led by the
Managing Director.
The tasks of this committee are wide-ranging and include taking management-level strategic
decisions, reviewing on-going projects, monitoring quarterly company performance, addressing
breaches of company policies, reviewing adequacy of human resource and addressing any
operational issues that may affect the company.
7

Investment Committee
Authorised by the Board of Directors, the Investment Committee defines and implements the
investment policy of the Company, including:
submit to the Board of Directors investment decisions for approval, such as choice or
change of investment vehicles and counterparties, the allocation of assets, following the
rules of Luxembourg regulations and rules set by the group's asset management;
where applicable, submit to the Board of Directors the selection of the Asset Managers
for approval;
monitor the financial performance of the portfolio and the fluidity of financial flows from
the perspective of security and cash optimisation;
perform any study or ad hoc task as deemed necessary or for which the Board of
Directors has mandated the committee.
The Investment Committee meets as often as necessary and at least twice a year.
The Investment Committee may validly meet if the majority of its permanent members are
present. The decisions of the Investment Committee are taken collegially and evidenced by the
reports signed by two permanent members.
When an event occurs requiring urgent decision by the Investment Committee a decision can
be made and communicated in writing. In this case, the Chairman of the committee notifies all
permanent members of the issue to be addressed by any appropriate means (email, letter,
conference call). As part of a normal procedure, the decision is collegial and evidenced by a
written report signed by two permanent members.
Audit and Risk Committee
Specifics in relation to the Audit and Risk Committee can be found in the Audit and Risk
Committee Charter.
Underwriting Committees – Life and Non-Life
These two committees have the main task of enforcing the Underwriting Policy relevant to
each line of business. Additionally, the committees:
-

discuss unorthodox business cases and take decisions about acceptance of these;
have oversight of the general underwriting portfolio in-force;
review breaches of the Underwriting Policy and decide on remedial measures for each.

Board Underwriting Committee
This Board committee comprises executive Directors only and its main tasks are to:
-

decide on new lines of business/discontinue existing lines of business;
have oversight of the Life and Non-Life Underwriting Committees.
8

Remuneration Committee: Remuneration policy and material transactions
The Remuneration Committee is authorised by the Board.
The remuneration of the Company’s employees is in line with the services of the Company and
does not incentivize to take risk which are not in line with the Company’s risk appetite.
Part of the activities is outsourced, such as accounting or IT services. The remuneration of the
subcontractors complies with the prevailing market price.
The Board of directors’ policy is not to compensate directors for their duties. However,
expenses incurred in the fulfilment of their mandate are reimbursed upon presentation of
receipts.
Individual and collective performance criteria do not entitle employees to the allocation of stock
options or shares. However, a variable bonus may be part of the total compensation.
The members of the administrative, management or supervisory body and the holders of other
key functions do not receive supplementary pension and no early retirement schemes are in
place.
There were no material transactions during the reporting period with shareholders or persons
who exercise a significant influence on the undertaking and with members of the administrative,
management or supervisory body.
Changes to the governance system during the reporting period
During 2019,
-

The CEO Marc HANNEBERT left the company; he was replaced by Romain DURAND
as interim CEO;
The number of Board members was reduced from five to four;
The Board Underwriting Committee and the Remuneration Committee were implemented.

There were no other changes during the year.

B.2

Fit and proper requirements

Members of the Board of Directors and persons performing key functions must have the skills
required to manage and supervise the organisation.
The Board of Directors must have collectively a knowledge and professional experience in:
Insurance, reinsurance and financial markets: the awareness and understanding of the
business and economic environment in which the Company operates;
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Strategy and business model of the Company: a detailed understanding of the Company’s
business strategy and model;
Governance systems: the awareness and understanding of the Company’s risks and the
capability of managing them, the ability to assess the effectiveness of the Company’s
arrangements to deliver effective governance, oversight and controls;
Financial and actuarial analysis: the ability to understand and interpret the financial and
actuarial information provided by other functions, and take it into account in the decisionmaking process;
Legislation and regulations applicable to the business of reinsurance: the awareness and
understanding of the regulatory framework in which the Company operates.
The Board of Directors must update its evaluation of reputation and integrity every three years.
The criminal records and the Curriculum Vitae (CV) of the Directors and the representatives of
the key functions are sent to the CAA for assessment.
All situations that give rise to a reassessment of the reputation and integrity, such as legal
conviction and changes to the CV or police record, have to be notified to the Board of Directors
and to the CAA, especially if they could lead to a conflict of interest.

B.3

Risk management system including the own risk and solvency
assessment

Barents Reinsurance S.A. has implemented a three-line-of-defence system in risk
management.
1st line of defence: The 1st line of defence is the operational management having ownership,
responsibility and accountability for directly assessing, controlling and mitigating risks.
2nd line of defence: The 2nd line of defence monitors and facilitates the implementation of
effective risk management practices by operational management and assists the risk owners
in reporting adequate risk related information up and down the organization.
3rd line of defence: As 3rd line of defence the internal audit function provides independent
assurance to the Board of Directors and Senior Management on the effectiveness of the first
and second lines of defence.
The risk management function is part of the 2nd line of defence. Its main responsibilities are to:
provide oversight and challenge to the risk-taking business as the 1st line of defence;
develop and implement policies, processes, methodologies, standards and tools to
enable business areas to identify, assess, mitigate and report on the exposure status of
their significant risks and;
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-

provide assurance that their risk profile is aligned with the risk appetite approved by the
Board of Directors. The aim is to co-ordinate, facilitate and oversee effective risk
management.

The risk management function reports to the Audit and Risk Committee, which is a
subcommittee of the Board of Directors, on risks that have been identified as potentially
material. The risk management function also reports on other specific areas of risk both on its
own initiative and following requests from the Board of Directors or the Audit and Risk
Committee.
The following risk areas have been identified:
Strategic and Reputational Risk;
Underwriting and Reserving;
Operational Risk;
Outward Reinsurance and other Risk Mitigation;
Liquidity and Concentration;
Asset-Liability Management;
Investments.
For each risk category, an annual risk survey is headed by the risk management function. Each
risk owner liaises with relevant staff for the respective area to identify risks, estimate the impact
and probability of each risk and, where necessary, define and implement actions in order to
reduce risks to acceptable levels. The list of all identified risks is documented in a risk register.
The risk register is reassessed on a quarterly basis and the score and mitigating actions are
updated where necessary.
In addition to the abovementioned risk survey, risks are measured on a quarterly basis using
the Solvency Capital Requirement (SCR) according to the Solvency II standard formula and
the AM Best BCAR (Best’s Capital Adequacy Ratio model).
The Own Risk and Solvency Assessment (ORSA) is performed by the Risk Management
Function at least once a year or whenever there is a major change in the risk profile of the
Company.
The starting point for the ORSA are key risks to its business strategy identified in during the
regular risk survey, taking the Company’s risk appetite and risk profile into account. The
Company also assesses whether there are significant deviations of its risk profile from the
assumptions underlying the SCR calculation.
Another input for the ORSA is the Company’s business plan which is used to project the
Solvency II balance sheet, the SCR and MCR over the next five years.
The financial projection is based on:
the best estimate scenario of the Company’s business plan;
stress scenarios based on the key risks identified during the risk survey;
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-

at least one reverse stress scenario which would lead to a depletion of eligible own funds.

On the basis of these financial projections, the risk management function assesses whether
the Company stays within its risk appetite in all scenarios and identifies potential mitigating
actions, such as:
adjust the retrocession structure to reduce net exposures;
change the asset allocation to reduce investment risks or improve ALM;
implement currency hedging;
reduce counterparty exposures;
change underwriting limits or underwrite lines of business with lower SCR and BCAR;
If necessary, the Company revises its capital plan based on the outcome of the financial
projections in order to ensure alignment with its risk appetite.
At this stage, there are no reasons to believe that the Company’s risk profile significantly
deviates from the underlying assumptions of the Standard Formula. This assessment will be
reviewed in future reporting years.

B.4

Internal control system

Internal Control is a set of day-to-day operating processes involving all levels of the Company.
It is designed to ensure that The Company:
operates in a manner which is effective and efficient;
can produce reliable financial and non-financial information;
complies with applicable laws and regulations.
The internal control system has been designed with the intention that all material risks are
identified, measured, monitored and controlled on an on-going basis. The Board of Directors
have assessed these risks and developed the internal control framework to address and
mitigate these risks.
The Board of Directors have established an internal control system to ensure that:
business is conducted in prudent manner in accordance with policies and procedures
established by the Board of Directors; transactions are only entered into with appropriate
authority;
assets are safeguarded;
accounting and other records provide complete, accurate and timely information;
management is able to identify, assess, manage and control the risks of the business
and hold sufficient capital for these risks.
As part of its internal control framework, the Company has established a compliance function,
to ensure its conformity with applicable laws and regulations. Purpose, roles and
responsibilities and reporting procedures of the compliance function are described in detail in
the compliance policy.
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B.5

Internal audit function

The Company has implemented an internal audit function in order to independently verify the
adequacy of the organisation, its policies and governance procedures, and their application in
daily management. The internal audit function is an independent function within the
organisation which examines and evaluates the effectiveness of the internal controls and all
other elements of the system of governance, as well as the compliance of activities with internal
strategies, policies, processes and reporting procedures.
To prevent any conflict of interest, the internal audit function is represented by a person or
entity completely independent from other key functions.
It is up to the Board to appoint a person or a group of persons in charge of internal audit who
complies with the principles outlined above.
The internal audit function:
carries out its assignments with impartiality;
is able to exercise its assignments on its own initiative in all areas of the undertaking;
is free to express its opinions and present its findings to the whole Board of Directors;
has the complete and unrestricted right to obtain information, which includes the prompt
provision of all necessary information, the availability of all essential documentation and
the ability to look into all the Company’s activities and processes, as necessary to
discharge its responsibilities.
Audit activities are performed on a regular basis, following an audit plan, which sets priorities
based on identified risks. All activities are audited at a frequency and in an order determined
by the audit plan.
The internal audit function monitors the follow-up of its recommendations.
At least annually, the internal audit function produces a written report of its findings for the
Board of Directors.
This report covers issues identified within the internal control system and failures observed in
following internal processes and procedures. It includes recommendations on how to remedy
inadequacies and follow up on the actions taken in response to issues raised in previous reports.
An annual report is prepared by the representative of the internal audit function within the Board
of Directors, containing the findings of the audit (if an audit was performed that year), and the
progress on the implementation of the recommendations of the last audit. The annual report
will justify the absence of internal audit in the next twelve months if necessary.
Internal audit has access to all the documentation and information that would be needed to
carry out its functions.
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B.6

Actuarial function

The Company has implemented an actuarial function to oversee all actuarial calculations
needed for the Company’s management, and to contribute to the risk management process
with a mathematical and actuarial approach.
The actuarial function is represented by persons with sufficient actuarial and mathematical
skills to have a deep understanding of the risks of the Company.
It is up to the Board of Directors to appoint a person or a group of persons in charge of the
actuarial function who complies with the principles outlined above. This function can be
outsourced to a firm of actuaries.
The actuarial function coordinates all the actuarial calculations.
The actuarial function coordinates and supervises the calculation of technical provisions.
The performance of calculations can be delegated to another person or entity, the role of the
actuarial function is to review and verify the technical provisions.
The actuarial function handles data quality. It assesses the quality of the data used in the
calculation of technical provisions, compares best estimates against experience and assesses
the reliability and adequacy of the calculation of technical provisions.
The actuarial function must issue an opinion on underwriting and (outwards) reinsurance. The
actuarial function also provides input into asset-liability management, and participates in the
risk management processes, especially the risk assessment and financial projections during
the ORSA process.
The actuarial function reports directly to the Board of Directors. It reports on its activities at
least on an annual basis, and communicates any issue or observed dysfunction whenever
necessary. It also communicates to the other bodies or functions the information they would
need to carry out their tasks.
The actuarial function produces an annual written report to the Board of Directors. This annual
report details the activities, highlights the issues faced and gives recommendations on this
subject.

B.7

Outsourcing

Critical or important functions, hence referred as “material activities”, are defined as follows:
i.

ii.

activities of such importance that failure or error in the provision of these activities would
be likely to have a major effect on a Company’s ability to meet regulatory responsibilities
or to maintain its financial situation, reputation and service continuity;
any activities requiring a licence from the supervisory authority; or
14

iii.

any activities having a significant impact on its risk management framework.

We consider the following types of activities as material when outsourced:
core business activities, i.e. activities impacting the Company’s core business;
sensitive non-core business activities, i.e. activities meeting the criteria set forth in the
materiality definition which are impacting the Company business but not directly
impacting client services;
outsourcing of activities that would involve transfer of the Company assets regardless of
the nature (core, non-core) of the activities.
As such, the Company considers as material all the following activities:
design and pricing of insurance products;
investment of assets or portfolio management;
claims handling;
accounting;
provision of data storage;
provision of on-going, day-to-day systems maintenance or support;
underwriting and business development;
performance of key functions (or support in the key functions) as defined by Solvency II:
•
Compliance function,
•
Internal audit function,
•
Risk management function (including ORSA process),
•
Actuarial function.
Provision of advisory services (such as for example legal advice or training), purchase of
standardized services, logistical support and human resources support are not considered as
material activities.
When outsourcing a critical activity, the Company may or may not choose a Professional of the
Insurance Sector “Professionnel du Secteur des Assurances” (PSA) that has the agreement of
the Luxembourg Regulator. Specific outsourcing procedures are implemented for the two types
of service providers.
In case the Company chooses to outsource any activity (including non-material activities) to a
service provider who is not a PSA, the Company shall notify the Commissariat aux Assurances
and ensure that there is no objection from their side.
Prior to choosing an external service provider for a material activity, the Company undertakes
a detailed examination of the potential service providers’ ability and capacity to deliver the
required functions or activities.
The service provider is a PSA or a Professional of the Financial sector “Professionnel
du Secteur Financier” (PSF)
By choosing a PSA agreed by the regulator, the Company ensures that the service provider
complies with all regulatory requirements.
15

The service provider is not a PSA or a PSF
The services could be outsourced either to another Group entity or to a third provider.
In the case that the service provider is an entity of the group, a Curriculum Vitae and a criminal
record will be requested from the Group members performing the services for the Company.
In the case where the service provider is a third party, the subcontractor's selection criteria are
as follows:
Company’s reputation and history;
number and competence of staff and managers;
financial stability of the Company and commercial record;
quality of services provided to other customers;
retention rates of the Company’s customers;
quality assurance and security management standards currently followed by the
Company;
persons performing the material activity comply with the fit and proper requirements
defined by the Company.
The terms and conditions governing agreements between the Company and outsourcing firms
should be carefully defined written agreements. Every such agreement should be sufficiently
flexible to allow the Company to retain an appropriate level of control over the outsourcing and
the right to intervene with appropriate measures to meet legal and regulatory obligations.
All material activities outsourced to external service providers or to the parent Company shall
be formalized through a contract or at least a service level agreement.

B.8

Any other information

The governance system of Barents Reinsurance S.A. is in line with the complexity of the risks
inherent in its business.

16

C.

Risk Profile

C.1

Underwriting risk
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Underwriting and reserving risk is the risk arising from insurance obligations, in relation to the
perils covered and the processes used in the conduct of business.
Client APICIL decided that the Health NSLT contract would be discontinued as from 01 Jan
2020.

C.2

Market risk

Market risk arises from the level or volatility of market prices of financial instruments and from
balance sheet items denoted in foreign currency.
18

Exposure to market risk is measured by the impact of movements in the level of financial
variables such as stock prices, interest rates, real estate prices and exchange rates.

C.3

Credit risk and C.4 Liquidity risk

Counterparty default risk reflects possible losses due to unexpected default, or deterioration in
the credit standing of the counterparties and debtors of the Company (including risk-mitigating
contracts, such as reinsurance arrangements, securitisations and derivatives, and receivables
from intermediaries) over the forthcoming twelve months.

C.5

Operational risk

Operational risk is the risk of loss arising from inadequate or failed internal processes, or from
personnel and systems, or from external events.
Strategic risk is the risk of loss arising from an inadequate strategic decision, a change in the
Company’s strategy, or a major change in the business environment in which the Company
operates, such as regulatory and economic shifts.

C.6

Other material risks

No other material risks have been identified.
In respect of risk sensitivity, stress tests and sensitivity analyses were carried out during the
financial year 2019 for the following risk scenarios:
Scenario 1:
Scenario 2:

Increased cost of financial resources
Data leakage and data theft
19

Scenario 3:
Scenario 4:
Scenario 5:
Scenario 6:
Scenario 7:

Reverse stress scenario
All retrocessionaires are downgraded to BBB+ (credit quality step 3)
90% capital charge on receivables
Interest rate curves shift by +200bps in year 2020
Collapse of largest Energy platform

All stress scenarios indicate some resilience of the Company’s balance sheet and SCR ratios
to external shocks. This is mainly due to the support by the parent Company Barents Re
Reinsurance Inc. via a 90% Whole Account QS Treaty. In addition, the Company is a copurchaser of the external retrocession program. The business plan projections show that
management actions will be necessary to counteract the effects of severe adverse events in
order to meet solvency capital requirements on a continuous basis.
The Company does not have any loans.
The Company has implemented a retrocession program as risk mitigation.

D.

Valuation for Solvency Purposes

D.1

Assets

The Solvency II balance sheet is based on the fair value method. For assets, the fair value is
the market value; the total Solvency II value is the sum of the market value and the associated
accrued interest, where applicable. For technical provisions, the fair value is determined as
best estimate plus a risk margin. The difference between assets and liabilities is the capital
available to cover the required solvency margin.

D.2

Technical provisions

Technical provisions are determined under Solvency II as the sum of the "Best Estimate" value
of the actuarial liabilities and the risk margin.
The "Best Estimate" of Provisions for claims and premiums is calculated by line of business.
The "Best Estimate" value of actuarial liabilities corresponds to the discounted valuation of
estimated future cash flows.
One major development post year end 2019 has been the worldwide pandemic from covid-19.
At the time of writing, the effects are yet to be observed, although some potential deterioration
of gross loss ratios for Credit & Suretyship, Energy and Commercial Property risk (business
interruption) could be observed.
The adequacy of ultimate loss ratios assumed for these lines of business, at year-end 2019,
on a prospective basis for the next twelve months is under review in light of the emerging covid20

related experience. We would, however, not expect the claims deterioration to impact the
company very severely given the high cession to retrocession.
Of more practical concern is whether premium receivables and debtors will be settled on time,
given the liquidity strain in the general economy resulting from several weeks of forced
lockdown. Premium projections for 2020 may also need to be revised in due course if it is
observed that cedants provide us with significantly lower level of business as a result of the
sluggish economy post-covid.

D.3

Other liabilities

The Equalisation Reserve and the Reinsurer’s share of Deferred Acquisition Costs on the
statutory balance sheet were revalued to zero since they do not exist on the Solvency II balance
sheet. A deferred tax liability, which did not exist on the statutory balance sheet, was calculated
for the Solvency II balance sheet. All remaining other liabilities were deemed to be adequate
representations of the economic value, and no adjustments were necessary.

D.4

Alternative methods for valuation

No alternative methods for valuation were used.

D.5

Any other information

No other significant information to be disclosed.
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E.

Capital Management

E.1

Own funds

a) Goals
The Company always ensures that it has sufficient capital to meet its current and planned
activities, ensures that it can follow its business strategy on an ongoing basis and that it
complies with the statutory requirements set by the Commissariat aux Assurances.

b) Structure and composition of Own Funds
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c) Eligible Own Funds to cover the MCR and SCR classified by level

d) Own Funds variation between Lux Gaap & Solvency II

e) Solvency II – Deferred Taxes
At 31 December 2019, we have calculated a Deferred Tax Asset (DTA) of nil for Barents Re.
We have calculated a Deferred Tax Liability (DTL) of EUR 2,157,488 and have adjusted the
SCR value by this amount.
The DTL stems from:
•
•
•

Differences between the LuxGAAP and Solvency II valuations of bonds and equities;
Differences between the LuxGAAP and Solvency II valuations of technical provisions;
The fact that there is no Equalisation Reserve under Solvency II as opposed to LuxGAAP.

Under Solvency II, setting the DAC to nil on the asset side decreases the DTL; however, this
is partly offset by setting the ceded part of DAC on the liability side being set to nil as well as
per Solvency II valuation rules.
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The maximum carry-forward period of tax losses is currently seventeen years in Luxembourg,
and the carry-forward period considered under Solvency II is five years. Based on the expected
profitability shown in the current business projections and based on the ORSA scenario results,
we believe that the company will continue to operate as a going concern even in case of an
extreme loss equal to the SCR value.
We therefore deem it very likely that the profitability post-loss will be sufficient to offset the tax
losses carried forward over the 5-year period in consideration under Solvency II.
This assessment is contingent on appropriate Management Actions being implemented to
counteract the effects of the extreme loss events in a timely manner.

E.2

Solvency Capital Requirement and Minimum Capital Requirement

E.3

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

The duration-based equity risk sub-module was not used.

E.4

Differences between the standard formula and any internal model used

Barents Reinsurance S.A. used the standard formula.

E.5

Non-compliance with the MCR and non-compliance with the SCR

The Company complied with the MCR and SCR at all times.

E.6

Any other information

No other information to be disclosed.
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Appendix
S.02.01.01.01 Balance sheet
Solvency II value
C0010
Assets
Goodwill
Deferred acquisition costs
Intangible assets
Deferred tax assets
Pension benefit surplus
Property, plant & equipment held for own use
Investments (other than assets held for indexlinked and unit-linked contracts)
Property (other than for own use)
Holdings in related undertakings, including
participations
Equities
Equities - listed
Equities - unlisted
Bonds
Government Bonds
Corporate Bonds
Structured notes
Collateralised securities
Collective Investments Undertakings
Derivatives
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 from:
Non-life and health similar to non-life
Non-life excluding health
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 cedants
Insurance and intermediaries receivables
Reinsurance receivables
Receivables (trade, not insurance)
Own shares (held directly)
Amounts due in respect of own fund items or
initial fund called up but not yet paid in
Cash and cash equivalents
Any other assets, not elsewhere shown
Total assets

Statutory accounts
value
C0020

R0010
R0020
R0030
R0040
R0050
R0060

334,256

334,256

R0070

3,334,152

2,935,034

521,747
521,747

448,267
448,267

2,812,405
1,220,642
1,591,763

2,486,768
1,003,350
1,483,418

R0230
R0240
R0250
R0260
R0270
R0280
R0290
R0300

167,268,209
164,676,712
137,907,563
26,769,150

193,224,877
190,182,742
163,024,009
27,158,733

R0310

2,591,497

3,042,135

2,591,497

3,042,135

27,739,856

27,739,856

44,025,648
8,873,173

44,025,648
8,873,173

32,864,146
589,340
285,028,781

32,864,146
605,595
316,245,946

5,643,360

R0080
R0090
R0100
R0110
R0120
R0130
R0140
R0150
R0160
R0170
R0180
R0190
R0200
R0210
R0220

R0320
R0330
R0340
R0350
R0360
R0370
R0380
R0390
R0400
R0410
R0420
R0500

S.02.01.01.01 Balance sheet
Solvency II value
C0010
Liabilities
Technical provisions – non-life
Technical provisions – non-life (excluding
health)
Technical provisions calculated as a
whole
Best Estimate
Risk margin
Technical provisions - health (similar to nonlife)
Technical provisions calculated as a
whole
Best Estimate
Risk margin
Technical provisions - life (excluding index-linked
and unit-linked)
Technical provisions - health (similar to life)
Technical provisions calculated as a
whole
Best Estimate
Risk margin
Technical provisions – life (excluding health
and index-linked and unit-linked)
Technical provisions calculated as a
whole
Best Estimate
Risk margin
Technical provisions – index-linked and unitlinked
Technical provisions calculated as a whole
Best Estimate
Risk margin
Other technical provisions
Contingent liabilities
Provisions other than technical provisions
Pension benefit obligations
Deposits from reinsurers
Deferred tax liabilities
Derivatives
Debts owed to credit institutions
Financial liabilities other than debts owed to
credit institutions
Insurance & intermediaries payables
Reinsurance payables
Payables (trade, not insurance)
Subordinated liabilities
Subordinated liabilities not in Basic Own
Funds
Subordinated liabilities in Basic Own Funds
Any other liabilities, not elsewhere shown
Total liabilities
Excess of assets over liabilities

Statutory accounts
value
C0020

R0510

179,132,012

208,031,198

R0520

149,214,553

178,071,615

R0530
R0540
R0550

147,407,450
1,807,104

R0560

29,917,459

29,959,584

R0570
R0580
R0590

29,555,135
362,324

R0600

2,596,111

3,533,659

2,596,111

3,533,659

R0610
R0620
R0630
R0640
R0650
R0660
R0670
R0680

2,564,670
31,441

R0690
R0700
R0710
R0720
R0730
R0740
R0750
R0760
R0770
R0780
R0790
R0800

6,828,879
43,991,432
2,157,488

43,991,432

16,696,073
3,824,201

16,696,073
3,824,201

1,266,050
249,663,367
35,365,414

4,112,441
287,017,884
29,228,062

R0810
R0820
R0830
R0840
R0850
R0860
R0870
R0880
R0900
R1000
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