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Executive Summary
Basis of preparation
Solvency and Financial Condition Report ("SFCR") was prepared to meet the requirements of the
art. 284 of the Insurance and Reinsurance Activity Act. The layout of the report is consistent with
Annex XX of the Delegated Regulation. This report has been prepared in accordance with the
following provisions:
• Act of 11 September 2015 on insurance and reinsurance activities Journal of Laws from 2021,
item 1130 - ("Act"),
• Commission Delegated Regulation (EU) 2015/35 of 10 October 2014 (Journal of Laws EU L.12)
supplementing Directive 2009/138 / EC of the European Parliament and of the Council on the
taking up and pursuit of insurance and reinsurance business - ("Delegated Regulation"),
• Commission Delegated Regulation (UE) 2019/981 of 8 March 2019 amending Delegated
Regulation(UE) 2015/35 supplementing Directive 2009/138/WE of the European Parliament and
of the Council on the taking up and pursuit of the business of insurance and reinsurance (Solvency
II) - ("Delegated Regulation"),
The following legal acts were also taken into account when preparing the document:
• Commission Implementing Regulation (EU) 2015/2452 of December 2, 2015, implementing
technical standards in relation to procedures and formats and model forms for the solvency and
financial condition report in accordance with Directive 2009/138 / EC of the European Parliament
and of the Council (Journal of Laws EU L 347 of December 31, 2015) - ("Regulation Solvency II"),
• Commission Implementing Regulation (EU) 2017/2190 of November 24, 2017 on amending and
correcting Implementing Regulation (EU) 2015/2452 - ("Implementing Regulation"),
• European supervisory guidelines for reporting and public disclosure (EIOPABoS - 15/109) ("EIOPA Guidelines"),
• Commission Implementing Regulation (EU) 2019/2102 of 27 November 2019 amending
Implementing Regulation (EU) 2015/2452 as regards the disclosure of information used to
calculate the adjustment for deferred tax loss-absorbing capacity (Journal of Laws EU, no.
L.2019.318.6),
• Local supervisory guidelines.
Data in this SFCR is presented in PLN thousand, unless otherwise stated.
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A - Business and Performance
MetLife Life Insurance and Reinsurance Undertaking ("MetLife", "Company") is one of the leading life
insurance companies in Poland.
MetLife's overall operating strategy is to provide customers with a wide range of life and endowment
cover, accident and health insurance through diversified sales channels.
The company focuses on insurance selling through direct channels (own agency, brokerage channel
and direct to consumer telephone sales). The company also plans to use synergy between the
channels (omnichannel). The key strategy in the product area is the development of protection
insurance with a regular premium (term life insurance, endowment insurance and accident insurance).
Additionally, the Company offers insurance with a capital fund in the form of an supplementary
agreement.
Company's operational activities in 2021 aimed at strengthening positive customer experiences and
building a long-term relationship.
Taking into account the specific external circumstances related to the pandemic, MetLife in the
interests of the health and safety of customers, enabled full customer service using remote contact
channels. In order to facilitate cooperation and reduce effort on the customer side, many processes
have been simplified. An electronic form of contact was recommended to customers. All policy
changes and requests for benefit payments were accepted on the basis of scanned or photographed
documents. In addition, customers could still use the e-customer and e-claim services available on the
website as well as the hotline service.
The table below presents Company's basic financial data presented in the financial statements
prepared in accordance with the Polish Accounting Standards (PAS).

Item in thousands PLN

Year 2021 / 31.12.2021

Year 2020 / 31.12.2020

Gross premium written

732,430

775,064

Gross claims and benefits paid

854,626

817,878

Technical result

52,331

57,663

Net result

87,131

80,204

Assets

5,138,791

5,627,479

Technical provisions

4,532,208

4,758,785

Shareholders' equity

479,516

702,259

The Company's financial statements are prepared in accordance with the Polish Accounting Standards
(PAS). In the period of 12 months ended December 31, 2021, the Company achieved gross premiums
written in the amount of PLN 732 million. As at December 31, 2021, the Company's assets reached
PLN 5.1 billion, and the value of technical provisions reached PLN 4.5 billion

4

In 2021, the Company recorded an 6% decrease in gross written premium, mainly in the area of life
products (it was a decrease of 16% compared to 2020). This decrease was caused by the
discontinuation of sale of life product with single premium (mainly the "Program dla Ciebie" product, by
PLN 44 milion). This decrease was partially compensated by the increase in group III premium (an
increase by 9%), mainly due to higher sales of products with single premium ("Rachunek
dodatkowy").
Moreover, the Company recorded lower sales of insurance in the bancassurance channel due to the
reduced demand for base products (credits, loans). Nevertheless, despite the situation related to the
pandemic and limited mobility of the society, the Company recorded positive results of sales of
individual regular products sold through the agency and brokerage channel (term life insurance and
endowment insurance with additional options).
In 2021 the Company achieved a technical result of PLN 52 million. The net financial result amounted
to PLN 87 million and increased by 9% compared to last year, which was mainly due to the
improvement in the operating results of the Company (the end of goodwill amortization in 2020,
decrease in the provision for litigation) and higher realized investment results. These changes allowed
for the compensation of the decrease in the result on technical activities, which was mainly driven by
lower premium and higher claims than in the previous year.
The Management Board of the Company recognizes the risk related to the war in Ukraine and its
impact on the Company's financial situation in 2022. Considering the uncertainty as to how the conflict
in Ukraine will end or escalate, as at the date of this report, it is not possible to determined the
probability ans significance of the impact of the risk in 2022 on Company's solvency ratios. More
information on this subject is presented in chapter A.5 of this report.
There were no significant qualitative changes in business lines or geographical segments in the
reporting period.

B - Systems of Governance
Governance structure and roles
There has been no material changes to the systems of governance over the reporting period.
The key bodies of the system of governance are the Management Board, Supervisory Board and the
relevant committees (Audit Committee, Risk Committee). The governance structure is supported by
key functions of the Undertaking, which include: Internal Audit, Compliance, Risk Management,
Actuarial Function.
Fit and proper requirements
The Company has requirements regarding the competence and reputation of persons performing key
functions, which are in accordance with the requirements of the Insurance Activity Act.
Risk management and internal controls
The Risk Management Framework sets out the approaches to risk management to be followed by all
associates in their capacity as executives, management and staff.
The key objectives of the Risk Management Framework are to:
• promote a strong risk culture in the Undertaking, rooted in the Undertaking’s purpose and values,
in particular customer protection;
• ensure consistent, systematic management of risks; and
• enable decision makers to efficiently direct the Undertaking’s resources to attractive business
opportunities that are within the Board’s risk appetite.
A key element of risk management is the ORSA (Own Risk and Solvency Assessment). The ORSA is a
bespoke strategic analysis which links together all pillars of Solvency II and all areas of the

5

Undertaking. It enables the Management Board to understand the risks faced, and how they translate
into capital needs or alternatively require mitigation actions.
The ORSA process is an ongoing and continuous process, of which the annual report is a complete
board-level roundup at a point in time providing a meaningful and useful report to the Board. The
results of the ORSA process and the insights gained in the process provide input into risk
management, long-term capital management, business planning and product development and
design. The results of the ORSA 2021 the scenario and sensitivity analyzes, the results indicate that
potentially economic crises and significant fluctuations in interest rates - especially further prolonged
low interest rate environment or further decrease in interest rates - can have the greatest impact on
reducing SCR ratios. However due to very good results according to the ORSA 2021 analysis no
management action would be required. Potentially to secure very good results in future adjustments to
Assets and Liabilities management may be considered.

C - Risk Profile
The Undertaking is exposed to underwriting, market, credit, liquidity and operational risk. Overall the
risk profile remained relatively stable over the year with risk exposures moving in line with business
mix and volumes.
The most significant risks from the exposure point of view include actuarial risk and interest rate risk.
The Company has the highest solvency capital requirements for: lapse risk within underwriting risk as
well as equity risk and concentration risk under market risk.
Risk exposures, in particular actuarial and interest rate risk, were monitored regularly and no
significant deviations from the expected levels were noted. Duration limits were observed during the
reporting period.
Limits on the SCR indicator related to the coverage of solvency capital requirements are regularly
monitored, throughout the entire period it was well above the statutory and internal limits. Changes in
the level of solvency capital requirements are periodically analyzed and explained.
To calculate solvency capital requirements, the Company uses the Standard Formula and regularly
analyzes Standard Formula adequacy concerning the Company risk profile. MetLife claims the
Standard Formula adequately calculates total solvency capital requirements for all major risks that
requires capital coverage.
There were no significant changes in risk profile during the reporting period, beside mentioned in point
C.5 temporary increase in operational risk due to sale transaction of the Company and the fact the risk
concerned with UOKiK case materialized in February 2022 which is described in point C.6.

D - Valuation for solvency purposes
Assets
Assets are valued at fair value for Solvency II in accordance with Article 75 of the Solvency II Directive
and Article 10 of the Delegated Regulation. In the absence of an active market, alternative valuation
methods were used. Fair value represents the amounts for which the assets could be exchanged
between knowledgeable willing parties in an arm’s length transaction. The main valuation differences
between Solvency II and PAS relate to:
• deferred acquisition costs and intangible assets, which are not recognized under Solvency II,
• bonds classified as HTM under PAS, which are valued at amortized cost under PAS and at fair
value under Solvency II,
• affiliates which are measured using the equity method according to PAS and the modified equity
method according to Solvency II (where the main differences are the exclusion of recognition of
capitalized acquisition costs and intangible assets in the balance sheets of subsidiaries, exclusion
of goodwill recognition in Solvency II and market valuation of real estate for the II).
Liabilities
The technical provisions correspond to the current amount the Undertaking would have to pay if they
were to transfer their insurance obligations immediately to another undertaking. The value of technical
provisions are equal to the sum of a best estimate liability and a risk margin. The option to calculate
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technical provisions as a whole is not used. The best estimate liability is calculated gross, without
deduction of the amounts recoverable from reinsurance contracts. Such recoverable amounts are
calculated separately.
Other significant liabilities in the balance sheet according to Solvency II are deferred tax provisions,
provisions other than technical provisions, financial liabilities and trade liabilities.
In terms of liabilities, the largest changes between the valuation according to PAS and Solvency II
occur in the position of technical provisions and provisions for deferred tax.
In 2020, changes were made to the presentation of receivables and liabilities from insurance and from
insurance intermediaries and from reinsurance outwards. In the economic balance sheet, only overdue
receivables and liabilities are shown in the items: receivables and liabilities due to insurance and from
insurance intermediaries and from reinsurance outwards.
Other liabilities were recognized as part of the best estimate of liabilities or amounts due for
reinsurance.

E - Capital Management
Capital Management Policy
Responsibility for managing the Company's capital is borne by the Director of the Financial Division.
The level of risk appetite is recommended by the Director of the Risk Management Department.
Strategic aims of capital management comprise:
• compliance - ensuring compliance with legal requirements regarding capital requirements,
• effective allocation - effective management and allocation of capital in order to achieve balanced
gains and development and growth of the Undertaking,
• financial strength - in order to ensure effective access to capital and to minimize total cost of
capital.
There has been no material changes to capital management policy over the reporting period.
Own funds and SCR
The SCR is calculated using the standard formula approach. This method is based on identifying the
capital requirement for each of the individual risks as calibrated by EIOPA. EIOPA also provides the
standard correlation matrices for the purpose of aggregation.
The method is based on a modular approach to life, market, health and counterparty default risks
including related sub-modules. They were aggregated using correlation indicators at the level of submodules and main modules. Subsequently, the operational risk component and adjustments relating to
the loss absorption capacity of technical provisions and deferred taxes are taken into account - as
a result the SCR is calculated.
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The own funds, SCR, solvency ratio and Minimum Capital Requirement (MCR) are presented below.
Data in the table are in PLN thousands.
Item
(in 000' PLN; %)

December 31,
2021

December 31,
2020

Movement

Total own funds

916,704

656,154

260,550

SCR

294,675

364,338

(69,663)

Ratio of Eligible own funds
to SCR
MCR
Ratio of Eligible own funds
to MCR

311 %
132,604

180 %
163,952

691 %

400 %

131pp
(31,349)
291pp

The company does not make any deductions from own funds.
The value of own funds amounted to PLN 917 million in 2021, and increased by PLN 261 million
compared to last year, mainly as a result of a decrease in the amount of the foreseeable dividend from
330m at the end of 2020 to 84m at the end of 2021.
At the same time, the value of SCR decreased by PLN 70 million, mainly due to the decrease in life
insurance risk. This is mainly due to the increase in risk-free interest rates and the decrease in unit
costs. The dominant shock in the underwriting risk module this year was the risk related to mass
resignations.This change is the result of an increase in risk-free interest rates (reduction of the cost of
contractual options) combined with an increase in spread on savings product.
As a result of the above changes, the ratio of eligible own funds to SCR increased from 180% in 2020
to 311% in 2021. Similarly, there was a increase in the ratio of eligible own funds to the MCR.
As at December 31, 2021, the Company met the solvency requirements and had eligible own funds to
cover the solvency capital requirement (both SCR and MCR).
Detailed SCR changes are described in section E.2.3.
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The projection of the Company's capital positions prepared as part of the ORSA 2021 process was as
follows (PLN million).
Forecast according to the ORSA
2021 report
Total Assets

2022

2023

2024

5,026

4,764

4,502

13

11

9

4,017

3,666

3,305

74

44

47

Eligible own funds

981

1,058

1,147

Solvency capital requirements

295

290

289

Solvency ratio

333 %

365 %

397 %

Surplus of own funds above solvency
capital requirements

686

769

859

Minimal capital requirements

133

130

130

Surplus of ow funds above minimal
capital requirements

848

928

1,017

Tax on assets
Total liabilities adjusted
Declared dividend each year

*Solvency ratio presented in the table above does not take into account the foreseeable dividend.
Throughout the business planning horizon, the Company remains solvent, and the ratio of coverage of
capital requirements with authorized own funds remains significantly above regulatory and internal
limits, as well as above the ratio recommended by the Polish Financial Supervision Authority for
dividend payment. Total assets are declining as a result of dividends paid out of retained earnings and
as a result of a shift in operations towards protection and accident products.
The factors that may affect the operating results throughout the business planning period, the following
should be indicated:
•
•
•
•

•
•
•
•
•

market risk related to the structure of interest rate sensitive assets and liabilities,
the risk of mismatching the duration of assets and liabilities, in particular in the case of long
periods, due to limited access to appropriate assets with a long-term fixed rate of return,
currency risk, although it is assessed as insignificant due to the matching of investments and
liabilities expressed in the vast majority in the domestic currency PLN.
equity risk is only observed indirectly through the dependence of revenues on the value of the
older part of the portfolio of Insurance Equity Funds managed within the portfolio of life
insurance with UFK, The current offer under insurance capital funds concerns only accounts
(additional contracts) to the main insurance contracts and does not provide for charging
managements fees from customers,
the risk related to the behavior of the insured, in particular the risk of resignation from
insurance contracts and the risk of a change in the trend of selecting the guaranteed options,
other insurance risks related to the level of costs, as well as the risk of changes in
underwriting risk ( mortality, morbidity), especially in a pandemic situation,
operational risk
the risk of volatility of regulatory guidelines and requirements,
the risk of a persistent low interest rates market, especially in the event of rising inflation that
may have an impact on the increase in costs and potential crises in the financial markets,
which may have an adverse impact on the achieved returns on investment, the level of the
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•
•
•

value of assets under management, the sales volume of insurance product and thus negative
impact on the Company's result,
external factors, such as the volatility of the political and regulatory, economic, social,
technological and climatic situation,
cyber risk,
the risk related to the war in Ukraine, including macroeconomic risks, cyber risk, the risk of
non-compliance with sanctions or an increase in insurance risk.

The entire risk profile of the Company is monitored, managed and reported on a regular basis.Taking
into account the results obtained from ORSA, the Company concludes that it does not need more
capital than that resulting from the calculations of the Standard Formula.
During the business planning period at MetLife TUnŻiR S.A. further sligth changes in the structure of
the Company's risk profile are expected due to the growing importance of protection and accident
products in the Company's portfolio, as well as the changing economic and social situation.
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A Business and Performance
A.1 Business
A.1.1 Name and legal form of the company
MetLife Towarzystwo Ubezpieczeń na Życie i Reasekuracji S. A. (referred to in this document as "the
Undertaking" or "Company") is a licensed life insurance company, offering a wide range of insurance
products, such as: life and endowment insurance, health and accident insurance, investment
insurance and pension programs. The Company operates in Poland Since March 1, 2015 also in
Lithuania and Latvia, based on the principle of freedom to provide services.
The Undertaking was established in 1990 under the brand of Amplico Life First American-Polish Life
Insurance and Reinsurance Company JSC. Starting from May 2014 the Undertaking is operating
under the MetLife brand. This is the consequence of the acquisition of American Life Insurance
Company (ALICO) by MetLife Inc. in 2010.
The Company is registered in the District Court for the capital city Warsaw, XII Commercial
Department of the National Court Register under number 0000028131. Pursuant to the Articles of
Association, the duration of the Company's operations is unlimited.

A.1.2 Supervisory authority
The Undertaking is supervised by Polish Financial Supervisory Authority (KNF).
MetLife EU Holding Company Limited is regulated by Central Bank of Ireland, PO Box 559, Dame
Street Dublin 2. The Group is regulated by Central Bank of Ireland, New Wapping Street, North Wall
Quay, Dublin 1, D01 F7X3.
Undertaking does not submit the Group Solvency and Financial Condition Report described in Act on
Insurance and Reinsurance activities, item 421. MetLife EU Holding Company Limited prepares Group
SFCR including MetLife Poland.

A.1.3 External auditor
The statutory auditor of the Company's statements for 2021 is Ms. Dorota Snarska-Kuman
(registration number 9667), acting on behalf of the auditing company Deloitte Polska Spółka
z ograniczoną odpowiedzialnoscią Sp. k. with headquarters in Warsaw at al. Jana Pawła II 22, entered
into the list of auditing firms kept by the National Council of Statutory Auditors under registration
number 73 registered at KIBR under the entry No. 73.

A.1.4 Descriptions of the holders of qualifying holdings in the Undertaking
The Undertaking is a wholly owned subsidiary of MetLife EU Holding Company Limited (the Group),
domiciled in Ireland. Undertaking's ultimate parent is MetLife Inc. domiciled in USA.
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The simplified structure is presented below:

In 2021, the Undertaking paid dividend to MetLife EU in the amount PLN 163,1 million of which the
amount of PLN 40,1 million was half of the profit generated in 2021, and the remaining amount of PLN
123 million came from the profit generated by the Company in 2019.
The Management Board propose to allocate half of the net profit generated by the Company in the
financial year in the amount of PLN 43,5 million for the payment of dividend. Additional, the
Management Board plans to pay out in 2022 half of the 2021 profit (PLN 40,1 million), retained in the
previous year in accordance with dividend recommendation of the Polish Financial Supervision
Authority.
Sales of MetLife Towarzystwa Ubezpieczeń na Życie i Reasekuracji S.A.'s shares
On July 4, 2021, an agreement was concluded between MetLife EU Holding Company Limited
("MEUCHC") and NN Contonental Europe Holdings B.V. („NN”), on the basis of witch MEUHC will sell
100.00% of it's shares in the share capital of MetLife Towarzystwo Ubezpieczeń na Życie
i Reasekuracji S.A. („Transaction”).
Completion of the Transaction depends on the approval of the European Office of Competition and
Customer Protection and the Polish Financial Supervision Authority ("KNF"). On December 7, 2021,
the European Office of Competition and Customer Protection approved the Transaction. As at the date
of this report, the approval of the KNF has not yet been received.
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The Transaction is expected to be finalized in the second quarter of 2022. In the opinion of the
Management Board, the change does not effect the assumption of the continuation of the Company's
activities.

A.1.5. Undertaking's material lines of business and material geographical areas of
operation
The Company offers a wide range of insurance products, such as: life insurance, health and accident
insurance, investment insurance, and pension programs. It operates in Poland. From March 1, 2015,
MetLife operates in Latvia and Lithuania, based on the principle of freedom to provide services.

A.1.6. Any significant business or other events that have occurred over the reporting
period
In 2020, the spread of the COVID-19 virus caused a pandemic that also continued in 2021, with
governments and companies taking countermeasures such as travel bans, quarantines and social
distancing to combat the spread of the virus. They disrupted economic activity as well as caused the
economic slowdown and significant volatility in financial markets. Already in 2020, the company
launched its business continuity plan, under which most of the employees worked remotely. In 2021,
the Company monitored the development of the pandemic situation and took appropriate actions
under the business continuity plan.
The Management Board recognizes the risk of the continued occurrence of the coronavirus pandemic
on the Company's financial position in 2022. In particular, the Company may still suffer from an
increased loss ratio compared to pre-pandemic levels due to the increase in the number of deaths and
hospitalizations of the Company's customers. Moreover, there is still a risk of deterioration of the
economic situation in Poland and in the world, also due to the persistent inflation, which may adversely
affect the financial situation of customers and cause increased levels of policy cancellations.
As part of the stress scenarios performed in accordance with the Solvency II regime, the Company
regularly tests the capital requirement in relation to the pandemic risk. Now, however, there are no
data available that would allow a reliable estimation of the value of the risk to which the Company will
be exposed due to the coronavirus in 2022. However, based on the results of the valuation in
accordance with the Solvency II regime as at December 31, 2021 and the Management Board's own
risk and solvency assessment (“ORSA”), in the foreseeable future, there is no significant risk that the
Company will not meet the capital requirements set out in the Solvency II regime.
Taking into account the level of the Company's equity and the capital adequacy ratio, the Management
Board does not identify the risk of non-continuity in the period of 12 months from the balance sheet
date.
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A.2 Underwriting Performance
A.2.1 Underwriting performance by line of business
The company conducts insurance activity within the following business lines: health insurance,
insurance with profit participation, indexed-linked and unit-linked insurance, other life insurance.
The below table presents Undertaking underwriting performance by SII lines of business.The data in
the table below refer to the reporting period 2021 and are presented in PLN thousand in accordance
with the S.05 template
.
Data for year 2021 in
thousands PLN

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

Health
insurance

Other life
insurance

Gross written premiums

207,527

229,361

226,604

68,937

Net earned premiums

201,631

234,848

226,604

62,872

Gross claims incurred

45,301

387,143

355,437

57,687

Reinsurers' share

126

—

—

—

Net Changes in other technical
provisions

497

108,634

82,138

21,431

115,447

88,475

26,188

60,566

Expenses incurred

Profit-sharing insurance continues to be the key business line, for which the gross written premium
amounted to PLN 230 million. In 2021, there was also an increase in sale of index and unit-linked
insurance, where the gross premium amounted to PLN 226 million. The company recorded a decrease
in premiums written in all segments, which resulted from the following factors: maturation of the
portfolio of individual policies concluded in previous years, which was not fully compensated by new
sales, decisions made in previous years to discontinue new sales in the employee group insurance
segment and offering insurance with insurance capital funds only in the form of an additional account
(ceasing to sell new insurance products with insurance funds with a regular premium). This strategy
allows you to focus on the most profitable business segments.
At the same time, the highest claims and benefits were paid out from profit-sharing and unit-linked
insurance. This is due to the payment of endowment benefits and the redemption of policies from this
segment. The decrease in claims in all lines, except for Other life insurance, results from the reduction
of the portfolio and the change in its age structure (less and less number of policies with reaching the
end of life in a given year). In 2021, the Company recorded a decrease in the value of surrenders both
in life protection and in insurance with profit participation, which in the Company's opinion is related to
an increase in insurance awareness during a pandemic (customers appreciate protection of life and
health).
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The data in the table below refer to the reporting period 2020 and is presented in PLN thousand in
accordance with the S.05 template.
Data for year 2020 in
thousands PLN

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

Health
insurance

Other life
insurance

Gross written premiums

218,891

239,650

205,328

111,196

Net earned premiums

226,993

240,070

205,328

114,711

Gross claims incurred

45,327

418,139

257,451

72,678

1,203

113,703

(4,117)

(3,312)

136,915

88,854

30,943

62,785

Net Changes in other technical
provisions
Expenses incurred

A.2.2 Underwriting performance by geographical segment
The Undertaking is selling insurance products mainly in Poland, with small activity in Lithuania and
Latvia on the freedom-of-service basis. The split of main items of underwriting performance is set out
in the table below. Data is presented in PLN thousands.

Reporting period

2021

2020

Polish
operation

Lithuania and
Latvia

Polish
operation

Lithuania and
Latvia

Gross premium written

716,906

15,523

756,573

18,491

Gross claims, maturities and
surrenders (*)

834,937

10,631

783,657

9,938

Geographic segment

(*) Costs of claims included in gross claims and benefits

A.2.3 Intra-Group transactions
The company does not conduct reinsurance transactions in the MetLife Group.
The main transactions in the MetLife Group concern services provided by MetLife Services to other
companies from the MetLife group, both in Poland and in other countries,
Moreover, the Society is supported by MetLife Europe Services Limited Branch in Poland (previously
by the MetLife capital group within the framework of the European Economic Interest Group MetLife
Services - EEIG). Detailed information is described in chapter B.7.
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A.3 Investment Performance
A.3.1 Investment return
The investment income recorded by the Company in the current financial year is presented in the table
below. The data in the table below are presented in PLN thousand.

2021

Investment income by Polish Gaap
Investment income:
- from affiliates
- from shares and other floating rate securities
- from debt securities
- from deposits in financial institutions
- from other investments
Realized capital gains
Unrealized gains on investments
Total Investment income

2020

244,299

261,629

47,033

50,862

9,954

6,852

185,828

200,691

173

828

1,310

2,396

61,839

56,358

66,802

81,695

372,940

399,682

Revenue from investment activities decreased in 2021 by 27 million in comparison to 2020. This was
mainly due to decrease in revenue from debt securities caused by a decline in the prices of treasury
and Government bonds, lower dividends from subsidiaries than last year, lower profitability of deposits
due to interest's rates reduction. Decline in unrealized gains on investment was due to the decline in
treasury bonds yields.

A.3.2 Investment expenses
Investment activity costs decreased in 2021 compared to 2020 as a result of a lower realized losses
on the sale of investments, which was related to the general improvement of the situation on the
financial markets in 2021.
The data in the table below are presented in PLN thousand.

2021

Investment expenses by Polish Gaap
Other investment expenses
Realized losses on sale of investments
Unrealized losses on investments
Total Investment expenses

2020
5,654

5,649

10,083

42,157

48,990

27,201

64,726

75,007

The table below presents the breakdown of costs from investing activities into asset groups.
90% of costs are operating costs allocated to portfolios, hence it is not possible to assign them to
bonds, shares, participation units as in the case of income from investment activities.
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Type of assets

Other investment expenses (in thousand
PLN)
2021

Unit-linked or index-linked assets
Neither unit-linked nor index-linked assets
Shareholders' funds
Total

2020
906

826

3,966

3,614

781

1,209

5,654

5,649

The investment expenses did not change significantly in 2021 compared to the previous year

A.3.3 Gains/losses recognised directly in equity
The below table presents value of investment gains/losses recognized directly in equity. Undertaking
recognizes unrealized gains/losses from General Account investments as well as revaluation of
affiliates in revaluation reserve, with corresponding entry in deferred tax liability.
The data in the table below are presented in PLN thousand.
Profit / loss recognized directly in equity according to PAS in thous.

2021

Changes in revaluation reserve
- from valuation of shares in subsidiaries
- from debt securities
- deferred tax on this changes

2020

(146,726)

31,989

(4,087)

1,587

(176,097)

37,534

33,459

(7,131)

Gains recognized directly in the capital decreased in 2021 mainly due to change of valuation of debt
securities held by the Entity. Change in value was caused by a decline in the prices of treasury and
Government bonds in 2021.

A.3.4 Investments in tradable securities
The Undertaking does not invest in any instruments based on repackaged loans.
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A.4 Performance of other activities
In 2021, the Company recorded a loss on other operating activities in the amount of PLN 15m. In
2020, the loss on other operating activities was PLN 20m. The reduction of the loss is mainly due to
the completion of goodwill amortization in 2020 and the decrease in the value of provisions for
litigation.
Operating and other income:
Other operating income
according toPolish GAAP in
thous. PLN

Data for
1.01.2021 –
31.12.2021

Data for
1.01.2020 –
31.12.2020

Re-invoices

159

4,037

Release of provisions

312

317

FX differences

160

998

Other operating income

305

592

Total

935

5,945

Other operating costs:
Other operating costs
according to Polish GAAP in
thous.PLN
Tax on assets
Goodwill amortization

Data for
1.01.2021 –
31.12.2021

Data for
1.01.2020 –
31.12.2020

15,096

15,810

—

7,253

FX differences

256

478

Other operating costs

304

490

Provisions for disputes

—

1,089

Other costs - written off

64

619

15,720

25,739

Total

In 2021, the Company was a party to lease agreements for the rental of real estate and cars. Among
these agreements, the most important one was the lease agreement for the real estate at
Przemysłowa 26 in Warsaw, where the Company's headquarters is located. The landlord of this
property is MetLife Services Sp. z o.o.
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A.5 Any other information
Proceeding of the Office of Competition and Consumer Protection
On July 6, 2018, the Office of Competition and Consumer Protection (UOKiK) initiated proceeding
against MetLife to recognize the provisions of the standard contract as prohibited, in connection with
MetLife's use of the general terms and conditions of the unit-linked product MetLife Projekt Jutro of
contractual provisions regarding the allocation fee. UOKiK also initiated proceedings against other four
insurance companies.
On October 5, 2018, MetLife responded to the UOKiK's notification of the initiation of the proceeding
and provided arguments against UOKiK's allegations regarding the allocation fee in the unit-linked
product MetLife Projekt Jutro. Currently, the Polish Chamber of Insurance is cooperating with UOKiK
to develop a solution in this area for the market.
Following the prudence principle, as at December 31, 2019, the Company created a provision for the
potential effects of UOKiK's proceeding in the total amount of PLN 19.3 million.
On February 3, 2022, the Office of Competition and Consumer Protection (UOKiK) published
a decision declaring the allocation fees charged in the MetLife Project Jutro product as an illegal
clause and imposing a fine of over PLN 5.2 million. UOKiK also imposed an obligation on MetLife to
inform all consumers who are parties to contracts concluded under MetLife Projekt Jutro, about
recognizing the provisions contained in the templates of these contracts as illegal and the resulting
consequences.
On March 3, 2022, the Company appealed against this decision to the District Court in Warsaw,
Division XVII - Competition and Consumer Protection Court.
Therefore, as at December 31, 2021, the Company still maintained the provision created in 2019 for
the potential effects of UOKiK's proceeding.
The war in Ukraine
On February 24, 2022, the military forces of the Russian Federation, with the support of Belarus, made
an military invasion on Ukraine. This action was met with sanctions against the Russian Federation
and Belarus imposed by many countries, including European Union, Great Britain or the USA,
international associations, or non-governmental organizations. Their goal is, among others, weakening
of the economies of the Russian Federation and Belarus, blocking the possibility of economic
exchange (at the state level, but also for entities operating in their territories), technology transfer, the
possibility of settling payment transactions through the SWIFT system by some Russian banks.
International pressure is to persuade these countries to end the war. As a result of the sanctions
imposed, the Moscow stock exchange was closed for many days, the ruble exchange rate
experienced the greatest weakening in history, and the central bank of the Russian Federation
increased its base interest rate more than twice. Significant drops in the valuations of Russian
companies listed on them, as well as those related to the Russian Federation on various levels, have
been recorded on the world stock exchanges. The full scale of the consequences that will affect the
Russian and Belarusian markets is difficult to estimate as at the date of this report. The introduced
sanctions, due to their scale and the impact on one of the key economies in the world, will also have
negative consequences for the entire global economy, the US and European markets, including
Poland. The expected biggest repercussions will probably include an increase in inflation, fluctuations
in the currency and stock markets, an increase in the cost of energy commodities, which will translate
into an increase in energy and fuel prices. The path of further development of the conflict is also
uncertain, and should it escalate, additional threats and new risks may emerge.
MetLife became involved in helping the employees of the MetLife Group in Kiev - citizens of Ukraine
and their families, as well as organizations involved in helping Ukraine. Additionally, together with the
Polish Insurance Association and other insurers, MetLife is preparing a joint project of broader, longterm assistance for injured persons.
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The Management Board of the Company recognizes the risk related to the war in Ukraine and its
impact on the financial situation of the Company in 2022. Considering the above-described potential
consequences and uncertainty as to how to end or escalate the conflict in Ukraine, it is not possible to
determine the probability and significance of the risk impact in 2022.
In respect of this SFCR, the Management Board of the Company assesses the impact of the above
situation as insignificant. As at December 31, 2021, the Company did not have any government bonds
issued by the governments of the Russian Federation or Ukraine, or other direct investments in the
assets of these states. In the case of unit-linked portfolios, the total exposure to Russian and Ukrainian
assets is approximately 0.3% of the total carrying amount of unit-linked assets.
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B System of Governance
B.1 General information on the system of governance
B.1.1 Governance structure
The Undertaking set organizational structure with the right internal control system, risk management
and audit, which allows reaching its strategic goals, taking into account the need to efficiently monitor
the risk existing in the business.
The governance structure is transparent and adequate to the scale and nature of the conducted
activity and the risk taken, in which the professional structure, tasks and scope of duties and
responsibility are clearly described and appropriately assigned.
The performance of tasks is entrusted to people who have the necessary knowledge and skills and
supervised by people who have the appropriate experience.
As at the date of signing this report, the composition of the Management Board was as follows
•
•
•
•
•

Monika Spadło - Kolano - appointed The Chairman of the Management Board (approved by
KNF on February 15, 2021)
Justyna Dymek - Management Board member
Agata Lem-Kulig - Management Board member
Małgorzata Milczarek-Bukowska - Management Board member
Magdalena Brzozowska-Tomczyk - Management Board member

Beside approval of KNF for the Chairman of Management Board there were no changes in the
Management Board in 2021.
Members of the Supervisory Board as at December 31, 2021 and as at the date of signing this report
were as follows:
•
•
•
•
•

Chairman of the Supervisory Board - Dominic Grinstead
Supervisory Board member - Barry Butler
Supervisory Board member - Elżbieta Chomicka
Supervisory Board member - Jakub Wojnarowski
Supervisory Board member - Marek Żytniewski

The Statute and by-laws of the Supervisory Board and the Management Board are the key documents
that set out the following:
•
•
•
•

The bodies of the Undertaking (i.e., the Supervisory Board, the Management Board and the
various committees) and their role;
Roles of individual members of the Company's bodies, frequency of meetings, process of
changes in the membership of the Supervisory Board and Management Board
Persons authorized to act on behalf of the Company (in what capacity and scope);;
The procedure for appointment and removal of the key functions.

The Company documented tasks and rules and membership of each committees in an adequate
Committee by-laws.
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The diagram below presents the corporate governance structure of the Undertaking, including
the Supervisory Board, the Management Board and the committee structure.
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B.1.2 Role of the Supervisory Board
The Supervisory Board exercises permanent supervision over the activities of the Undertaking. It may
inspect any documents, request reports and seek explanations from the Management Board and
employees on any aspect of the Company business activity. Members of Supervisory Boards are
appointed and dismissed by the General Meeting of Shareholders of the Company. The joint term of
the Supervisory Board is 2 years. The Board consists of at least 3 members. Currently, the
Supervisory Board has 5 members - 2 dependent and 3 independent.
The Supervisory Board annually submits a reports on its activities at the General Meeting of
Shareholders.
Meetings of the Supervisory Board
The Chairman of the Supervisory Board convenes meetings at least 4 times every year, by means of
registered post or by other suitable means of communication seven days before the date of each
meeting. Resolutions adopted at the meeting are deemed valid, provided all the members of the
Supervisory Board were duly notified of the meeting, the meeting was attended by at least one half of
the members of the Board and the resolution was adopted by a simple majority of votes of the Board
members present at the meeting.
Supervisory Board’s scope of activity:
• Opinion on the Balance Sheet, profit and loss account and the Management Board report;
• Appraise Management Board motion to distribute profit, pay dividend or cover loss from
financial statements;
• Approve motion of the Management Board on establishing or liquidating branches and other
offices of the Undertaking in the country and abroad, approve investment in equities or shares
in companies based on motion of the management board;
• Approve the motion of the Management Board on buying, encumbering and selling real estate;
• Apprise Management Board and each of it's members remuneration and appraise general
rules of employees renumeration of Undertaking;
• Appraise other motions raised by Management Board;
• Appraise other tasks delegated by the General Shareholder’s Meeting; and
• Approve Audit Committee's by-laws.

B.1.3 Role of the Management Board
The Management Board, under officiation of the Chairman of the Management Board, manage the
activities of the Undertaking and takes all necessary decisions, including those in the form of
resolutions, except for those matters reserved solely to the General Shareholder’s Meeting or the
Supervisory Board. The Management Board assures execution of all duties, including obligations that
bind the Undertaking based on local regulations. Members of the Management Board are appointed
and dismissed by the General Meeting of Shareholders of the Undertaking. The joint term of the
Management Board is not more than 2 years. The board consists of at least 3 members.
Meetings of the Management Board
Meeting is convened when it is necessary but at least once a month.
Resolutions are adopted at the meeting, they are valid as long as the whole Management Board was
informed and at least two Members of the Board took part in the meeting and voted. Upon each
meeting the minutes are prepared and resolutions are attached thereto.
Management Board’s scope of activity:
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•
•
•
•

•
•

•
•

Represent the Undertaking at courts, state authorities and third parties to the extent of all
judicial and extrajudicial functions, except for those matters which require resolution at the
General Shareholder’s Meeting;
Submit reports concerning the Undertaking's performance together with the yearly annual
financial report, which is subject to evaluation of the Supervisory Board and approval of the
General Shareholder’s Meeting
The Management Board shall assure execution of all duties, including obligation of information
which the Company is bound to base on the September 11th, 2015 Insurance & Reinsurance
Activity Act and other regulations;
Members of the Management Board shall perform direct supervision of activities of specified
units of the Company. Division of responsibilities between specified Members of the
Management Board shall be defined by the Supervisory Board through adoption of the
Organizational By-laws of the Company;
Management Board request the Supervisory Board to assess the merits of entering into
agreements with affiliates, which have a significant impact on the financial, legal or reputation
or lead to purchase, sale or other disposal of significant assets of the Company;
Management Board annually asses the realization of principles regarding insurance
distribution. Management Board shall inform Supervisory Board on the results of the
evaluation presenting annual information on insurance distribution guidelines and their
abidance. Management Board monitors also performing obligations arising out of the
Regulator’s guidelines on outwards reinsurance/retrocession and establishing technical insurance provisions;
Management Board annually assess the effectiveness of the use of "Principles of Corporate
Governance for Supervised Institutions" published by the Financial Supervision Authority and
informs the Supervisory Board on the results of conducted assessment;
Management Board annually assess the effectiveness of product management system and
the functioning of procedures regarding product adequacy testing and informs the Supervisory
Board on the results of conducted assessments.

B.1.4 Committees Structure
Audit Committee
The Audit Committee operates in the Company. The Audit Committee consists of at least 3 members
appointed and dismissed by the Supervisory Board from its members. Currently, the Audit Committee
consists of 3 members. In 2021, there were no changes in the composition of the Audit Committee.
The Regulations of the Audit Committee are approved by the Supervisory Board. Audit Committee
meetings are held at least three times a year.
Audit Committee's scope of activity:
• Monitoring the financial reporting process
• Monitoring the efficiency of internal control systems, internal audit and risk management,
including financial reporting;
• Monitoring the performance of financial audit activities, in particular the audit carried out by the
audit firm, taking into account all conclusions and findings of the Audit Oversight Commission
resulting from the control carried out in the audit firm,
• Controlling and monitoring the independence of the Certified Auditor and the audit firm, in
particular when other services than audit are provided to the Company by the audit firm;
• Informing the Supervisory Board about the results of the audit and explaining how the audit
contributed to the reliability of financial reporting, as well as the role of the Audit Committee in
the audit process;
• Assessing the independence of the Certified Auditor and giving consent for the provision of
authorized non-audit services;
• Developing of a policy for selecting an audit firm to carry out the audit;
• Developing a policy for the audit firm carrying out the audit and by its affiliated entities
authorized non-audit services;
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•
•
•

Determining the procedure for selecting an audit firm;
Presenting recommendations to the Supervisory Board regarding the appointment of Statutory
Auditors or audit firms;
Making recommendations to ensure fairness of the financial reporting process.

Risk Committee
The Risk Committee is appointed by the Management Board to ensure an appropriate and effective
Risk and Governance Framework. In particular it ensures that senior management fulfills its
responsibilities to identify, monitor, manage and assess the Undertaking's risks and risk mitigation
strategies, and to support and review the performance of the Undertaking's risk management and
compliance functions. The Risk Committee consists of no fewer than four members who meet at least
on a quarterly basis.
After obtaining the approval of the Polish Financial Supervision Authority regarding the appointment of
Monika Spadło-Kolano to the position of the President of the Management Board, changes in the
composition of the Risk Committee took place on February 15th. From November 1, 2021, the Director
of the Risk Management Department did not participate in the meetings of the Audit Committee due to
the vacancy in the above position.
The Chairman of the Management Board is the Chairman of the Risk Committee.
Committee Responsibilities:
•

Recommendation of the Company's risk appetite and limits and warning levels for individual
risks,
• Analysis of the Company's risk profile by analyzing exposure to significant risks, including
liquidity, market, credit, insurance, operational and compliance and business risks,
• Monitoring the Company's solvency and its own capital needs as well as continuous
compliance with solvency requirements together with the recommendation of shock scenarios
for the ORSA process,
• At least once a year, an analysis of the own risk assessment and compliance of the Standard
Formula assumptions under the Solvency II system with its own risk assessment,
• Monitoring the implementation of the Risk Management Strategy,
• Recommended approach to the management of identified risks (risk responses),
• Recommendation of changes, including corrective actions to improve the effectiveness of risk
management,
• Monitoring the implementation of corrective actions and post-audit recommendations,
including post-audit ones,
• Analysis of the results of the Supervisory Review and Assessment (BION),
• Company's data quality monitoring
• Discussing other than the above-mentioned issues related to the risk management process in
the Company, if necessary,
• Recommending actions in connection with the above tasks
The Committee's role is to give the Management Board the necessary explanations, information about
the current situation of the Undertaking and recommendations as well as their opinions about the risk
profile, based on which the Management Board makes its decisions.
Steering Investment Committee
The Investment Committee is responsible for recommending the investment policy and investment
strategies to the Management Board and supervises their implementation. As part of the supervision
over investment activity, the Committee is responsible for monitoring investment decisions in the asset
management process of the Undertaking, in particular in terms of their compliance with the Investment
Policy approved by the Management Board, as well as in terms of their compliance with the provisions
of applicable law and with the Society's internal regulations.
The Committee supervises the implementation of investment strategies within separate investment
portfolios, and in particular supervises the maintenance of the appropriate value of investments
covering technical and insurance reserves and equity, as well as matching maturities and currency
and interest structure of assets and liabilities.
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The members of the Committee are: Member of the Management Board supervising the Investment
Department, Director of the Investment Department, Director of the Financial Division, Director of the
Actuarial Department, Director of the Risk Management Department, Debt Portfolio Manager and the
Managing Director of Equity Portfolios.
Meetings of the Committee are held at least four times a year. The Committee meetings are held if at
least the Chairman of Management Board or Head of Investment Department and Head of Finance or
Head of Actuarial Department can participate. Committee by-laws or changes to the by-laws are
approved by the Management Board.
UL Investment Committee
On the meetings the UL Investment Committee: reviews macroeconomic data, assess presented
analyses of entities and sectors, reviews situation on global and local equity market, decides on
allocation of equities in UL funds, decided on interest rate risk exposure (duration) in each UL fund,
decides on allocation of debt securities in each fund, decides on transaction list changes, discuss any
other current items concerning investment management.
The members of the Committee with voting rights are: Director of the Investment Department and
participating in investment management process employees. UL Investment Committee activity is
regulated by Investment Decision Taking Procedure. In 2021, there were no changes in the
composition of the Investment Committee.

B.1.5 Main roles and responsibilities of key functions
In addition to the key functions described in section B.1.1 such as the Supervisory Board and
Management Board, the Undertaking also identifies the following key functions:
Internal Audit
The Internal Audit Department independently examines, evaluates and reports on the adequacy and
effectiveness of the system of internal controls.
Internal Audit is an independent assessment department which is established to provide a service to
Management Board and to the Audit Committee. Head of Internal Audit Department reports to the
Audit Committee, which provides functional independence. Internal Audit function by examining and
evaluating the adequacy and effectiveness of enterprise-wide controls with a risk-based focus. Internal
Audit’s purpose is to provide on-going objective and independent evaluation of the effectiveness of the
system of internal controls, and to perform special reviews and investigations if requested by the Audit
Committee or Management Board.
The Internal Audit mandate is broad, encompassing all of the Undertaking's activities. It identifies
areas for audit within the Undertaking. The operation of the Undertaking is dynamic and requires ongoing monitoring to ensure that new and evolving auditable areas are appropriately identified and
actioned.
Compliance
The Compliance function is responsible for identifying, assessing, monitoring and reporting on
compliance risk exposures, controls and material issues to the Undertaking’s Management Board,
Risk Committee and Audit Committee.
In particular it supports and controls process of implementation of programs on ethics, compliance,
anti-money laundering and corruption for the employees of the Undertaking.
The Head of Compliance Department (Compliance Officer) reports directly to the Chairman of
Management Board (CEO) and presents an annual Compliance report, including Testing and
Monitoring Plan for sign off by the Management Board.
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The independence of the Compliance Department is ensured by an appropriate location in the
organizational structure. Compliance Department Director reports directly to the General Manager.
Compliance Department Director participates in Management Board, Supervisory Board and Audit
Committee meetings if the subject of the meeting is related to the internal control system or the
compliance function.
For more details on the Compliance Function refer to section B.4.3.
Risk Management
The Risk Management function provides an enterprise-wide, independent and comprehensive
framework to identify, aggregate, measure and report risk across the Undertaking. The scope of the
risk management function comprises operational and financial risks like solvency, market, credit and
liquidity risks.
The Head of Risk Management Department (CRO) reports directly to the member of Management
Board responsible for risk management according to organizational structure presented in B.1.1, is a
member of the Risk Committee and takes part in the Supervisory Board and Audit Committee
meetings on a regular basis.
The functional independence of the Risk Management Department is guaranteed, inter alia, by
ensuring that the member of the management board responsible for risk management does not
oversee any of the direct risk-taking functions, i.e. does not supervise the operations management or
investment management functions, and does not manage sales. The Risk Management Department
does not perform any functions other than risk management and data quality supervision. The Director
of the Risk Management Department presents risk profile reports directly to the Audit Committee and
the Supervisory Board.
For more details on the Risk Management Function refer to section B.3.1.
Actuarial Function
The Actuarial Function is performed by members of the Actuarial Department. The Head of the
Actuarial Department, acts as supervisor of the Actuarial Function of the Undertaking and to provide
functional independence reports directly to the Member of the Management Board responsible for the
Finance Division, other than member responsible for Product Department or Product Actuaries .
The Actuarial function relates to the delivery of actuarial services to the Undertaking. In particular it is
responsible for statutory duties set out in legislation (subject also to regulation and professional
guidance). Actuarial services generally relate to the determination of technical provisions and required
capital, and the provision of advice in relation to capital management, underwriting, reinsurance and
investment.

B.1.6 Any significant changes to the management system
In the reporting period there were no other material changes in Company's management system.

B.1.7 Rules and practices regarding remuneration
Remuneration policy
Remuneration policy of the Undertaking includes the following elements:
1. Remuneration Rules
2. Remuneration Policy of the Governing Body
3. Performance Bonus Regulation for the Sales Staff of B2B Division for 2021
4. Performance Bonus Regulation for the Sales Staff of Independent Brokers Department for
2021
5. Performance Bonus Regulation for Agency Executive roles for 2021
6. Remuneration Rules of Members of the Supervisory Board
7. Individual motivating programs for 2021
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Provisions of the Remuneration Rules apply to all employees of the Undertaking except for the
employees managing the Workplace on behalf of the Employer within the meaning of Article 128
section 2 item 2 (Journal of Laws 2020, item 1320) of the Labour Code, excluding the Chief
Accountant, regardless of the basis for entering into the employment relationship, the type of
performed work and the occupied position.
The Remuneration Policy of the Governing Body covers members of the Undertaking’s management
board appointed by the General Meeting of Shareholders of the Undertaking.
The Rules of Performance Bonuses to the Sales Staff cover employees of Face to Face (F2F) Division
and Business to Business (B2B) Division, occupying sales positions with individual sales plans.
Members of Management Board
Members of the Management Board are employed on the basis of an employment contract, and thus
are subject to all regulations arising from labor law.
When determining and verifying the amount of remuneration of Management Board Members, the
Supervisory Board should take into account the amount of work necessary to properly perform the
functions of a Management Board Member, the scope of duties and responsibilities associated with
performing the functions of a Management Board Member, and the level of remuneration in a similar
position used by other entities operating on the market.
The remuneration of members of the Management Board is determined taking into account the
motivational character. It consists of fixed elements, i.e. basic remuneration and variable elements, i.e.
awards, bonuses and long-term incentive programs.
Long-term incentive programs with a deferred payment mechanism are dedicated to a limited number
of senior management. This is the only variable component of remuneration with a deferred payment
mechanism. MetLife rewards eligible employees by granting long-term payroll programs that reflect the
price of MetLife, Inc. shares and in some cases also changes in share price over several years, as
well as the results of MetLife, Inc. in the global insurance sector.
Members of Supervisory Boards
Regulations for the Remuneration of Members of the Supervisory Board were adopted by the General
Meeting of the Company. Pursuant to this regulations, remuneration is due only to independent
Members of the Supervisory Board for participating in a meeting of the Supervisory Board and this is
fixed amount.
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Employees
The employee’s remuneration is comprised of a fixed part, i.e. base remuneration, determined in the
employment contract, and a variable part, i.e. awards, quarterly and annual bonuses as well as longterm incentive schemes.
The employee’s base remuneration level is determined individually while taking into account:
•
•
•
•
•
•
•

Remuneration levels defined in the salary grade table (which constitutes an appendix to the
Remuneration Rules);
Individual scope of tasks, duties, responsibilities;
The Employee’s qualifications, competences and professional experience crucial from the
Employer’s point of view;
The effects of the Employee’s work;
The amount of monthly remuneration rate of Employees occupying equivalent positions, with
equivalent competences, qualifications and effects of work;
Market remuneration levels for comparable groups of jobs and positions; and
The Undertaking’s financial abilities and budgets of individual organizational units.

Awards granted to employees are discretionary. Granting of an award depends on evaluation of
individual effects of work, which includes both financial (quantitative) and non-financial (qualitative)
criteria. Evaluation of individual effects of work is supported by the Performance Management process
to ensure pay for performance philosophy. Each rating has its desired range of annual award within
which the superior can submit recommendations concerning their subordinates.
Quarterly and annual bonuses for sales employees depend on execution of sales plans and are paid
under the condition of achievement of the appropriate level of parameters, specified for the position
and described in the regulations.
The Undertaking does not offer additional retirement or pension plans for the Management Board, the
Supervisory Board and other persons supervising key functions.

B.1.8 Material transactions with related parties
Material transactions with related parties
Material transactions with related parties were presented in section A.1.4.
Transactions with key management personnel
There were no loans or material transactions with key management personnel other than salary and
related benefits.

B.1.9 Adequacy of system of governance
The Management Board of the Company believes that the principles of the risk management system
introduced in the Company are adequate to the nature, scale and complexity of risks specific to the
activities of the Company.

B.1.10 Preparation of consolidated data
The Undertaking does not consolidate any entities in data included in this document.
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B.2 Fit and proper requirements
B.2.1 Fit and proper policy
Fit and proper requirements for persons holding key function exists in the Undertaking, which is in
accordance with the requirements of the Insurance Activity Act. The above fit and proper requirements
apply to both the recruitment process and the verification of persons performing key functions.
Persons performing key functions in the Undertaking, to whom fit and proper requirements apply are
Members of the Management Board, Supervisory Board and persons supervising other key functions,
such as Risk Management, Compliance, Internal Audit, Actuary of the Undertaking.
The assessment of a person's competences includes an assessment of his professional qualifications
(including the required professional qualifications) of knowledge and relevant experience in the
insurance sector, other financial sectors or other activities, and takes into account the duties entrusted
to that person, as well as, if it is relevant to the exercise of these responsibilities, her skills in
insurance, finance, accounting, actuarial functions and management.
When assessing whether a person has the appropriate competence and reputation to perform a key
function, compliance with statutory requirements is first taken into account:
•
•
•
•
•
•

Full legal capacity;
Higher education;
No conviction for an intentional crime or intentional tax offense by a final judgment of a court;
Professional experience necessary to perform the supervised key function;
Warranty for performing the tasks properly.
Additionally, in the case of the main actuary, entering and remaining in the register of actuaries

When determining the competences and ability of a person performing a key function (and a candidate
to perform this function) to perform the role entrusted to him, the assessment may include, inter alia:
• Determining whether this person, in addition to statutory requirements, meets the relevant
requirements indicated by the supervisory body, if they have been indicated, or the
requirements set by the Company, if they have been specified, regarding education, training,
courses, passed state examinations, entry on the list or to a register of persons authorized to
practice a specific profession and the acquisition of relevant knowledge and skills that can be
considered to be met through appropriate confirmation of professional and formal
qualifications (submission for inspection of the original or a copy of diplomas, certificates and
confirmations of membership in professional organizations) required for the position;
• Determining whether the person has demonstrated sufficient knowledge and experience to
determine that he / she is capable (or expected to be able to) to perform the intended function.
In order to determine such capacity, you can verify your employment history or check
references in accordance with applicable law.
• Determining whether the person has the ability to perform an independent key function.
• The reputation assessment includes an assessment of the person's integrity and sound
financial condition based on information about his or her character and conduct in private and
professional life, including criminal, financial and supervisory matters relevant to the
assessment;
• As regards the condition for providing warranty on the conduct of insurance / reinsurance
undertaking, it should be properly determined, to the extent consistent with applicable law,
whether there have been reservations regarding the manner of performing duties in previous
workplaces, including irregularities found in areas of liability that may negatively affect the
assessment of compliance with this criterion.
The first assessment of competence and reputation is carried out before the appointment of a
candidate for the position of key person. A re-assessment of competence and reputation is carried out
within three years of the previous assessment. In the event of circumstances that may indicate the
cessation of having the appropriate competence and / or reputation, re-evaluation shall be carried out
immediately.
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Head of Human Resources Department is responsible for collecting and storing all the documentation
necessary to perform the fit and proper assessment of key functions, carries out the above
assessment, reviews the ratings every 3 years and keeps the Register of People Performing Key
Functions. The Head of Human Resources Department provides the Supervisory Board with the final
fit and proper assessment of the members of the Management Board and results of assessment of
the remaining persons fulfilling key functions is provided to the appropriate Management Board
Member. In order to ensure proper course and assessment documentation, HR uses the tool Competence and reputation assessment sheet.
The Undertaking fulfills the obligation to obtain consent/ inform the Polish Financial Supervision
Authority (KNF) about the appointment of persons fulfilling key functions by submitting documents
required by law, confirming information on meeting relevant fit and proper requirements including a
description of education, professional experience, criminal record and other required declarations.
In 2020, when appointing a person to the role of the President of the Management Board, a full
assessment was carried out, including a collective assessment of the suitability of the Management
Board. Since then, there have been no changes in the Management Board and there have been no
circumstances requiring a re-evaluation.
The applicable fit and proper requirements apply accordingly to persons performing tasks within key
functions.
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B.3 Risk management system including the own risk and solvency
assessment
B.3.1 Risk management structure
Risk Management Governance
The Undertaking has established an effective risk management system, integrated into day to day
activities and aligned with the Undertaking’s strategic objectives.The Risk Management system which
consist of risk management rules and structure is organized in order to:
• Promote a strong risk culture of the Undertaking, rooted in the Undertaking’s purpose and
values;
• Ensure consistent, systematic management of risks across all businesses, operations and risk
types; and
• Enable decision makers to direct the Undertaking’s resources efficiently to attractive business
opportunities that are within the Board’s risk appetite.
The Undertaking's main objective is to ensure that risk taking activities are performed within an
appropriate control environment and risks associated with each activity are effectively managed
according to the Risk Management Strategy.
The Risk Management system and the effectiveness of its implementation are reviewed at least
annually and approved by the Management Board and reported to Supervisory Board.
The Management Board has overall responsibility for the Undertaking’s corporate governance and
views risk management as an integral part of the process in pursuit of its business objectives and
includes results of the ORSA process in decision making process. The Undertaking’s Management
Board is responsible for setting and approving an appropriate system of risk limits according to
approved Risk Management Strategy and acceptable risk exposures (risk appetite).
To ensure that an appropriate and effective risk governance is in place the Management Board in
particular ensures, that senior management fulfills its responsibility to identify, monitor, manage and
assess the risks and risk mitigation strategies, as far as risk reporting and compliance are concerned.
The Risk Committee
The Risk Committee is a body that supports the Management Board in fulfillment of their responsibility
for the risk management system. The Risk Committee provides a comprehensive view over the
Undertaking's risk profile and recommends to the Management Board risk management policies and
procedures including risk limits and risk management processes. It recommends to the Management
Board Risk Management Strategy and risk appetite. The Risk Committee recommends assumptions
and stress scenarios for the ORSA process, analyzes the results and recommends management
actions to ensure an adequate level of capital, reduce solvency capital requirements and an
appropriate level of the SCR ratio.
Risk Management Function
The Risk Management function ensures independent and comprehensive system to identify,
measure, manage, monitor and report risks across the Undertaking.
The risk management function considers controls of key risks and how they impact the Undertaking’s
solvency, liquidity, earnings, business and reputation. The Risk Management function pursues these
objectives through the following main activities:
•
•
•
•

Identifies risks;
Provides an independent, integrated and transparent view and assessment of these risks;
Assures consistent standards and proper governance;
Monitors and reports risks to the Management Board through the Risk Committee, to the Audit
Committee and to the Supervisory Board
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•
•

Participates in management of key risks; and
Recommends risk appetite and risk limits.

The members of the Risk Management function promote a culture of sound and effective risk
management at all levels of management and in all areas of the organization.
The Risk Management Department conducts the ORSA (Own Risk & Solvency Assessment) process
in cooperation with the Actuaries, and presents the results and conclusions to the Risk Committee and
the Management Board.
Chief Risk Officer
The Risk Management function is headed by the CRO (the Head of Risk Management Department)
who reports to the member of the Management Board responsible for risk management. Through the
participation in the Risk Committee and various relevant meetings / working groups, the CRO ensures
that Risk is considered at all levels of decision making.
The Three Lines of Defense Framework
The Undertaking’s risk management system is based on the concept of three lines of defense.
Line of business

1st line of defence

2nd line of defence

3rd line of defence

Functional area

Scope of responsibility

Business & operational units

Day to day management & risk
control: Responsible for risk
management connected with its
business activity, including
control mechanisms. Identifies
risk, takes & mitigates risk
exposure within the Company’s
risk appetite statement.

Risk policies, methodologies,
Responsible for
Risk Management, Compliance, oversight:
objective
monitoring
of risk
ITRS
exposures. Recommends risk
limits.

Internal Audit

Independent assurance:
Responsible for independent
control and assessment of risk
management effectiveness,
including internal control
mechanisms used by particular
business units and the second
line of defence

Within the 1st line of defence the managers of all business and operations areas as the first line of
defence are responsible as risk owners for ensuring that all risks in their respective areas and any
relevant interfaces with other areas are justified by business goals, and that all risks are appropriately
managed and controlled. In particular, it is the responsibility of the relevant department manager to
identify, measure, manage, monitor and report all risks in an area according to the Risk Management
Strategy and adequate policies and procedures. All employees are responsible for being compliant
with policies and procedures and are responsible for reporting problems, irregularities, incidents and
incompliance with internal documentation.
The Risk Management, Compliance and IT Risk and Security functions fulfill the second line of
defence, by providing the enterprise-wide, comprehensive and consistent systems, techniques and
processes to aggregate, assess risks and challenge independently the business’ management of all
risks and controls the risks the Undertaking faces across different areas.
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Internal Audit provides independent assurance over the strengths of controls as the third line of
defence. Internal Audit examines and evaluates the adequacy and effectiveness of controls with a riskbased focus. Performs special reviews and investigations as directed by the Audit Committee and
executive management.

B.3.2 Risk strategy and appetite
The Risk Management Strategy recommended by the Risk Committee and approved both by the
Management Board and Supervisory Board, includes the Undertaking's risk appetite statements and
provides the basis for the management of risk in alignment with the risk appetite. The Risk
Management Strategy states the base for risk management. As such, the Undertaking's Corporate
Strategy, Risk Management Strategy are the basis for the Undertaking's business activity.
The strategic appetite is operationalized through quantitative limits and qualitative descriptions.
Further risk limits and guidelines how to comply with risk appetite in each class are set out in risk
management strategy and in the respective individual risk policies (among other Credit, Market,
Liquidity, Insurance and Operational & Business).
Management are responsible for defining the metrics in line with the business strategy and the risk
appetite set out in the Risk Management Strategy.
Rules in the risk management
◦

◦
◦
◦
◦
◦
◦
◦
◦
◦
◦
◦
◦
◦
◦
◦
◦
•

In the risk management process the Company focuses on maintaining adequate and sufficient:
• assets to cover liabilities due to undertaken policies portfolio
• eligible own funds to cover potential losses with confidence level equalled 99,5% according
to Standard Formula, without a need to increase capital
• funds to cover own solvency needs assessed under ORSA process.
Materiality of risk exposures is analysed for each main identified risk category.
Maintain balance between the income growth, efficient capital management, capital adequacy
and income volatility.
Provide all material risks are identified, assessed, managed, monitored and reported.
Monitor and manage all risks that can have impact on capital adequacy, financial statement,
liquidity, financial losses, income volatility and reputation.
Report exceptions or limit breaches concerning risk management to the Management Board
through the Risk Committee to provide adequate response - acceptance or action plan to
eliminate limit breach.
Provide that people responsible for key functions are compliant with fit and proper rules defined
in the separate policy.
Manage risks through formal structure of policies and procedures, internal control system, scope
of responsibilities and adequate control.
Provide that in the Company adequate management structure including functional independency
is implemented (especially independency of risk takers and risk controllers).
Provide proper product and service quality for clients.
Take risks according to the Company’s risk appetite and limits.
Provide decision taking processes are based on risks analysis and take into consideration risk
exposure.
Provide that risk management practices support the Company’s strategic targets achievement.
Provide that adequate capital and liquidity is maintained to fulfil supervisory requirements and
clients interest.
Provide effective capital usage to fulfil shareholder expectations.
Provide the Company’s compliance with legal and regulatory requirements.
Avoid exposure to risk of MetLife reputational loss.
Develop of risk management system including internal control system as a response to
changing external surrounding and internal needs.
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B.3.3 Operational risk management cycle
1. Identification
The operational risk management cycle starts by identifying all relevant risks and related controls. The
business and functional areas supported by Risk Management function identify risks and controls as
part of the normal course of business, and document them as part of the structured NFRA process,
which combines of risk self-assessment process, control documentation and assessment and setting
action plans. The Undertaking has developed a common risk taxonomy to be used by the business as
a tool in the process. The business plan is a key reference point for the identification of risks, and
reported loss events are used as further input.
Identification of financial risks is completed by the Risk Management function in cooperation with the
Finance Division. Business risks are identified by business units within standard business processes.
Additionally, the Risk Management function coordinates and prepares annual analysis of business and
strategic risks based on observed external factors that have or may have impact on the Undertakings
business activity.
2. Measurement
For each type of operational risk, its potential consequences and frequency of occurrence are
determined - both without taking into account the mitigating measures implemented ("inherent risk")
and taking into account existing control mechanisms and their effectiveness ("residual risk"). The
assessment is carried out by representatives of organizational units with support from the Risk
Management Department. Additionally, key risk indicators are analyzed. Financial risks are measured
by the Risk Management Department in cooperation with, among others, the Actuarial Department
using selected measures and indicators. Business risks are measured based on expert judgment
3. Management
Persons responsible for a given area take appropriate actions in relation to the identified risks based
on risk assessment, the Company's readiness to take risks and the costs of further risk reduction.
Critical threats that go beyond the Company's risk appetite should be reduced as soon as possible. In
other cases, management may take action to mitigate risk or accept risk.
4. Monitoring & Reporting
The Risk Management Department, based on its own analyzes and information from employees and
persons responsible for individual business areas about emerging threats, identified risks or
operational events, prepares reports on the Company's risk profile and submits reports to the Risk
Committee and the Audit Committee and the Supervisory Board.

B.3.4 Partial Internal Model (PIM)
The Undertaking does not use an Internal Model or partial Internal Model.

B.3.5 Compliance with prudent person principle
The company invests its funds in accordance with the prudent investor principle, i.e. only in financial
assets and instruments whose risk can be properly defined, measured, monitored, properly managed
and controlled as well as risk reporting and which can be properly taken into account when assessing
general solvency needs.
Assets covering the Solvency Capital Requirement and assets covering the minimum capital
requirement are invested in such a way as to achieve the highest degree of safety, quality and
profitability while maintaining liquidity. The Company achieves this goal by investing funds in fixed and
variable interest rate debt securities issued by the Government or guaranteed by the Government and
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entities with an investment rating of at least BBB- (according to a recognized rating agency). The
maximum acceptable limit for bonds below investment grade is provided only in the event of a
downgrade of any of the issuers from already existing portfolio. Short-term bank debt securities,
treasury bonds with a variable interest rate, bank deposits and cash constitute such part of the total
investment as to secure an appropriate level of liquidity and take into account the Company's dividend
policy. As far as financial instruments with adequate credit quality are available on the market, the
Company aims to increase the diversification of investments offering a premium in relation to treasury
bonds. Own funds are not invested in shares other than shares of subsidiaries. The Company may
acquire units of its own Unit Linked Funds fro operational purposes.
Assets covering technical provisions for solvency purposes take into account the type of business
performed by the Company. They are invested in a manner consistent with the interests of
policyholders, insured and entitled under insurance contracts, taking into account the disclosed
objectives of the investment policy. Taking into account the variety of liabilities resulting from
concluded insurance contracts, in particular their nature, duration or the guaranteed rate of return, the
assets of the Company are split between investment portfolios. At least quarterly, assets are equated
to the reserves at the level of individual portfolios to ensure adequate coverage of technical provisions
and to ensure effective liquidity management and duration of the portfolios.
Undertaking differentiates its assets in such a way as to avoid excessive dependence on one specific
asset, issuer or group of issuers related to each other or a specific geographical area, and excessive
risk accumulation in the entire portfolio, and deposits in assets issued by the same issuer or group of
related issuers with each other they may not expose the Company to excessive risk concentration.
This is achieved by the limits for individual types of assets included and described in the Investment
Policy of the Company, and total exposure limits (ISEP – International Subsidiary Exposure Program)
are used for corporate debt instruments. Short – term investments in financial institutions have
individual limits depending on the particular financial institution.
Investment Management
The Company manages the investment process in a prudent manner based on investment guidelines.
The Investment Policy is verified by the Steering Investment Committee and approved by the
Management Board. The Investment Policy sets exposure limits, the selection of assets for the
portfolio and determines the principles of currency investments and portfolio duration. Any deviations
from the rules are constantly monitored and reported to the Steering Investment Committee and the
Management Board.
The Company's risk portfolio (not related to UL funds) consists mainly of Polish Treasury bonds.
Investments are made in the currency of the liabilities assigned to them.
Individual investment guidelines reflecting the nature and level of investment risk are defined for the
UL portfolio which is at customer risk.
The assets of particular funds are invested in accordance with the principles defined and described in
the Investment Strategies. These include, in particular: relation to the reference portfolio, the scope of
permitted investments in individual types of financial instruments, criteria for selecting securities and
other financial instruments, criteria for making investment decisions, as well as investment and risk
limits.
Investment strategies for UFK funds are approved by the Management Board of the Company. Any
deviations from the rules are constantly monitored and reported to the Investment Committee and the
Steering Investment Committee.
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B.4 Internal control system
The Undertaking’s Control Framework promotes the importance of having appropriate internal controls
and ensuring that all associates are aware of their role in the internal control system. The Framework
sets out clear standards for the design, operation, validation and oversight of the system of Internal
Control. The Control Framework defines control activities as the policies and procedures that mitigate
the Undertaking’s risks to the expected level. Control activities can be preventative, corrective,
detective or directive, and include a range of activities as diverse as authorizations, segregation of
duties and required approvals, verifications, reconciliations, reviews of operating performance,
documentation, and security of assets.
All key controls are linked with the associated risks in the Undertaking’s NFRA (non-financial risks self
assessment), and managed as part of that process to validate their effectiveness and address
identified weaknesses. Ongoing monitoring occurs in the ordinary course of operations. Due to
changing conditions, management need to determine whether the internal control system continues to
be relevant in its ability to address the Undertaking’s risks. Internal Control effectiveness is annually
reported to the Management Board and the Supervisory Board.

B.4.1 Internal Controls
Internal Control is an integral part of the Undertaking’s Risk Management (RM) Framework and is one
of the principal means by which processes are controlled, risks are managed and opportunities
explored.
Covering the entire range of procedures, methods and controls established by the Management Board
of the Undertaking and managers to ensure the proper functioning of business operations.
The Undertaking’s system of Internal Control comprises of the following elements:
• Internal Environment and Objective Setting; establishing an organizational structure, a good
environment of internal control encompassing both technical competence and ethical
commitment to objectives set.
• Documented systems of governance; a common philosophy, integrity, culture, behaviors and
competence around the importance of controls and care for the development of employees
• Risk & Control Assessment, including Risk Response; setting of risk and control goals,
objectives and performing of Own Risk and Solvency Assessments (ORSA) and Non-financial
Risks Assessments (NFRA);
• Control Activities or procedures, including a Policy Framework; documented processes and
procedures, reconciliations, securing, review of business performance, approvals and
authorization linked to defined limits, and segregation of duties for key activities.
• Information and Communication, including reporting procedures; effective communication
channels and the use of Information Technology systems to automate controls as much as
possible
• Testing and Monitoring; ongoing control assessment and monitoring and independent controls
assurance testing and reporting in accordance with activity undertaken across the three lines
of defense.
Monitoring
The control environment is monitored by all managers, and in particular by dedicated control functions.
Control Activities
The control functions oversee a number of control activities performed by the ‘First Line of Defense’
which together ensure that the control environment is effective to ensure the Management Board’s
required level of control. The Undertaking’s control environment comprises an extensive catalog of
controls that are defined for each function, and include the following:
Control Name

Description

Approval and
Authorization

Approval/authorization is the confirmation or sanction of employee
decisions, events or transactions based on a review by the appropriate
management personnel.
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Control Name
Business Resumption
Code of Accounts
Structure

Description
Controls that ensure that business operations can resume in the event of
disaster or IT outage. These controls include Business Continuity (BCP)
and Disaster Recovery (DR) Planning, BCP/DR Testing, system back-up
and data retention.
Controls to ensure that the design of the general ledger or subledger
account codes assists in minimising errors and allow for effective data
capture and reporting.

Controls are in place ensuring decisions, exceptions, transactions, and
other events are substantiated through documentation. This control
includes confirmations, notices and/or disclosures that are required to be
sent to clients on a periodic or annual basis.
The hiring and selection process includes a due diligence and escalation
process in connection with information received as a result of a
Hiring/Selection
background check conducted on an individual candidate who is seeking
registration or appointment with the Undertaking.
Controls that ensure the completeness, accuracy, and/or integrity of data
input into information systems. These controls include business rules
into the design of system interfaces to reduce the probability of data
Input Form Design, Edits, built
input
errors, (e.g. required fields, acceptable values, etc.), input data
and Validations
validation against known or expected values (e.g. tolerances etc.), or
verifying the integrity and origin of data (e.g. digital signatures, hard-copy
signatures, etc.).
Controls that protect the organization's assets through direct measures
such as locks on doors, bars on windows, use of safes to secure
Physical Safeguarding
valuables, and other similar techniques. Includes adequate data center
Mechanisms
security measures put in place to prevent compromise of the
Undertaking's IT assets.
There are policies and procedures describing the organization's policies
for operation and the procedures necessary to fulfil the policies. There
Policies & Procedures
are also reference aids or resources available which employees can refer
to assist them in fulfilling their job responsibilities.
Management monitoring controls that ensure business processes within
the Lines of Business meet their business objectives. These controls may
include reviewing transaction error reports, reviewing compliance with
Process Monitoring
applicable laws/regulations (e.g., monitoring the status of claims to
ensure turnaround times comply with regulatory time standards),
conducting quality assurance reviews, rejecting duplicate transactions,
financial statement reviews, etc.
Documentation

Reconciliations/
Comparisons
Segregation of Duties
Strategic Monitoring and
Governance

System Access Approval
and Monitoring

System Change Control

Control techniques that ensure that two or more data sets/elements
match, for example reconciling bank accounts, comparisons of subledger
totals to control accounts, comparisons of data transfer record counts,
etc.
Controls segregating tasks or processes to reduce the risk of accidental
errors and/or fraud.
Management monitoring controls that ensure Lines of Business meet
their strategic objectives. These controls include short and long-term
range planning, organizational design/staffing, key performance indicator
reviews, risk management, enterprise architecture, data governance,
knowledge management, etc.
Controls are in place over the authorization, identification and
authentication of associate access to IT Resources. Minimally, access to
systems or data is formally approved and access is periodically reviewed
for appropriateness.
Controls are place to ensure changes to IT systems are reviewed to
ensure the meet the needs to the business, perform as expected, and do
not create security vulnerabilities. These controls could include unit
testing, performance testing, user acceptance testing, vulnerability
testing, etc.
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Control Name

System Data Encryption

System Monitoring and
Response
System Security
Configurations
Third-Party Monitoring

Training/Communication

Validity/Existence Tests

Description
Controls are in place to ensure sensitive data is encrypted in the
Undertaking's systems. Encryption controls and other methods of
safeguarding data are used in at-risk IT assets such as laptops, smart
phones/blackberries and back-up tapes to prevent unauthorized data
access and/or disclosure of confidential or sensitive information.
Controls that ensure the technology environment is monitored for security
incidents, processing amends, system outages, etc. and that appropriate
actions are taken based on the results.
Security configurations at the software, infrastructure, hardware, or
network layers that ensure the confidentiality of data.
Controls that ensure that third-parties are operating in accordance with
agreements and contracts and deviations are acted upon by
management.
Controls are in place to ensure that employees, at all levels, are provided
with training activities that comply with regulatory requirements regarding
training on products, services, procedures, rules and standards, as
applicable. The organization has communicated its values and standards
to employees, suppliers, customers and other relevant stakeholders.
There is a process to update and communicate these standards and
related training regularly.
Controls that validate the existence of assets. Examples include physical
inventory counts to determine that quantities and descriptions of goods
and/or supplies on hand are accurate, fixed asset inventories to validate
the existence of items represented in the accounts, and other similar
processes.

Internal Control is considered efficient when:
• A risk based approach is followed;
• Key business risks are documented;
• Processes and control activities are clearly documented for significant controls so that there is
adequate evidence of their execution;
• Controls are integrated into business processes;
• Controls are automated, where possible, to gain efficiency;
• Controls are monitored and subject to an efficient testing strategy or self assessments within
each line of defense;
• Cost/benefit considerations are included in the design of the system of control, with
consideration of both the size and complexity of the operations;
• Internal Control objectives, scope, roles and responsibilities are clearly defined and
documented;
• Appropriate information is available to the Management Board and managers as an early
warning indicator to highlight where there are deficiencies in the control environment;
• The quality of the business’ Internal Control System is periodically reviewed, with
corresponding actions and reports;
• Communication and escalation processes are defined and maintained; and
• Staff training is in place to increase awareness of risk and control activities.
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B.4.2 Key Procedures
The Undertaking implemented following key procedures stating framework for internal control rules:
• Organizational regulations - defining the structure of reporting, supervision and the main tasks
and responsibilities, including key committees.
• Code of Conduct - provides a description of the information employees need to perform their
work ethically, in accordance with MetLife's standards and the law. It contains a description of
the responsibilities of all employees, rules for caring for employees, compliance with the rules,
information protection and activities for the community
• Procedure for creating procedures (Metaprocedure) - rules for the formation of internal
regulations, types of internal regulations, including acceptance and approval rules, as well as
requirements for the main content elements, such as roles and responsibilities, review rules,
owner, among others.
• Internal control system policy - creates the framework of the internal control system and
describes the basic principles of internal control as well as indicates roles and responsibilities
• Audit, Compliance and Risk Policy - Policies regulating the scope of responsibility, the main
tasks of the key functions of audit, compliance and risk management, respectively, addressing
each types of risks and The risk management strategy specifying the rules, risk appetite and
limits.
• Business Continuity management Policy - regulating the principles of crisis management,
defining the structure of the business continuity management system and its main elements,
such as, for example, a business continuity plan, risk analysis, playbook (reaction
instructions), rules of responsibility as well as roles and responsibilities.
In addition, there are company-wide or inter-departmental policies and procedures addressing specific
topics such as, among others (selected regulations listed): Outsourcing policy, Insurance crime and
Fraud prevention policy - business areas, Policy for preventing conflicts of interest, Fit and proper
procedure, Anti-money laundering and terrorist financing policy, Regulations preventing the disclosure
and use of protected information and investing on one's own account, Anti-corruption procedure.
In addition to the above-mentioned, each of the functions implements policies, procedures and
instructions, respectively, according to their activities. The Company keeps a register of all applicable
regulations and their updates.

B.4.3 Description of Compliance function
The Compliance function is responsible for support non-financial risks self-assessment process by
business functions in accordance with the capital group’s taxonomy identifying, assessing, monitoring
and reporting on compliance risk exposures and controls to the Undertaking’s Management Board,
Risk Committee, Supervisory Board and Audit Committee.
Role of the Compliance Function:
• Advising the Management Board and the Supervisory Board on compliance with the laws,
regulations and administrative provisions adopted pursuant to the Directive; and
• An assessment of the possible impact of any changes in the legal environment on the
operations of the undertaking concerned.
Support non-financial risks self-assessment process in assessing compliance risks. The identification
and assessment of compliance risk, including, but not limited to:
• Conducting compliance testing and monitoring to ensure independent oversight and review of
policies and procedures;
• Other activities supporting compliance risk management, e.g:
▪ Supporting of the process on a robust training program to ensure all staff are fully up
to date with and understand all compliance rules and regulations;
▪ Reviewing all compliance procedures; and
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▪

Management of any regulatory inspections when the Compliance Officer is appointed
by the Chief Operation Officer (or Management Board) for the control coordinator
function and working with the business to ensure that management and functions are
appropriately prepared for the inspection (visit). The Compliance Officer will manage
the outcome of any visits and report back to the relevant regulator.

The Compliance Officer is also responsible for providing an annual Compliance Plan, including Testing
and Monitoring Plan for sign off by the Management Board. The plan is prepared on the basis of an
analysis of existing risks and approved by the Management Board.
The Compliance Officer has a direct reporting line to the Chairman of the Management Board and is
responsible for reporting on all compliance matters to the Management Board.
The Undertaking has implemented a Compliance Policy that sets out rules to ensure compliance in
regulatory and legal obligations, and compliance risk management. The Policy is approved by the
Management Board and its review takes place on an annual basis.
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B.5 Internal audit function
B.5.1 Internal audit
Internal Audit (IA) is an independent assessment group established within MetLife as a service to
Management and to the Audit Committee. It is a group that functions by examining and evaluating the
adequacy and effectiveness of controls with a risk-based focus.
Its purpose is to provide on-going objective and independent evaluations of the effectiveness of the
system of internal controls, and to perform special reviews and investigations as directed by the
Management Board or Audit Committee.
Roles and Responsibilities of Internal Audit
Internal Audit assists management in bringing a systematic and disciplined approach to ensuring the
existence and operational effectiveness of the system of controls. This includes a number of
responsibilities, as follows:
• Whether internal controls throughout the Company are operating as intended and are
effective, including whether controls provide reasonable assurance that transactions are
executed in accordance with management authorization, that they are properly recorded, and
that assets are effectively safeguarded.
• If the financial reporting process used to prepare the Company’s statutory and GAAP financial
statements is operating effectively.
• Certain Sarbanes Oxley (SOX) controls testing in coordination with other departments.
Whether the management reporting system provides reliable and timely information.
• The management reporting system provides reliable and timely information
• Compliance with Company policies and procedures.
• The effectiveness of the organization’s risk management processes.
• New key systems and procedures prior to implementation or when there is a major change in
an existing key system.
• The risk exposures relating to the organization’s governance, operations, and information
systems regarding the achievement of the organization’s strategic objectives.
Internal Audit is also involved in:
• Performing consulting and advisory services related to governance, risk management and
controls as appropriate for the organization so long as performing such services does not
impede the basic tasks and responsibilities or independence of Internal Audit.
• Participating in management discussions that involve the development or modification of
operating policies, or the system of internal controls.
• Assisting the Audit Committee.
• Evaluating and investigating allegations and possibilities of fraud, and other inappropriate
transactions, in coordination with other departments.
• Cooperation with external auditor.
• Maintaining liaisons with appropriate external professional organizations and keeping informed
on new developments in the field of auditing.
• Cooperation with the shareholders’ internal auditors.
.
Internal Audit Process
The Internal Audit process is defined in the Internal Audit Policy. Within the framework of these
objectives, Internal Audit shall at least annually prepare an audit plan. Such plans shall include:
• A schedule of audits based upon the results of the risk assessment;
• A proposed budget which documents the level of resources that need to be committed to
provide consistent and adequate audit coverage for the audit plan; and
• Flexibility to respond to special requests of Senior Management on a timely basis.
Internal Audit shall maintain an effective working relationship with the Undertaking's external auditors.
External auditors are engaged to perform work required to express an independent accountant's
opinion on MetLife's consolidated financial statements, internal controls, and other work as may be
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specifically requested. Internal Audit will actively coordinate its efforts with the external auditors to
optimize overall audit coverage and minimize costs, where appropriate. The external auditors shall
have access to working papers and reports produced by Internal Audit, as needed.
Reporting Structure
Results and conclusions of audit work will be reviewed with the management directly responsible for
the activity being evaluated. The purpose of reviewing results will be to reach agreement as to the
facts presented by the auditors and to make management aware of audit issues before the report is
released.
An Internal Auditor’s Report is issued at least annually to the Management Board and Audit Committee
and includes information on the achievement of internal audit's objectives, including the execution of
the audit plan.

B.5.2 Independence
In order to maintain independence and objectivity, Internal Audit will not prepare any accounting and
related records or engage in any relevant activity requiring audit review, including the development or
installation of new systems, policies or procedures. The review of new systems or procedures prior to
implementation shall not be considered an impairment of independence and objectivity.

B.5.3 Audit policy
The Undertaking maintains an Internal Audit policy. This is consistent with International standards
including Solvency II. According to the internal regulations audit policy is reviewed and updated, if
needed, at least on annual basis. In 2021 the policy was reviewed and did not require updates.

B.5.4 Audit plan
Audit plan is based on risk considering also the audit cycle required in a given area. The risk
assessment and the Company's internal regulations specifying the requirements for performing audits
in specific areas with appropriate ciclicality (taking in to account the requests of the management staff)
were the factors justifying the need to perform audits in 2022. Any significant deviation from the
approved internal audit plan will be communicated to the Management Board and the Audit Committee
through periodic activity reports. At the end of each year, the Head of Internal Audit shall review
Internal Audit’s planned activities for the coming year with the Management Board and the Audit
Committee. 2021 audit plan included reviews in the areas: procure-to-pay (invoice payments)
(following risk-based approach) and sales force professional trainings (following risk-based approach
as well as management request).
2022 audit plan includes reviews in the areas: underwriting (following risk-based approach as well as
management request), anti-money laundering (following risk-based approach as well as management
request), product (following audit cycle and risk-based approach) and sales (following risk-based
approach as well as management request).

B.5.5 Persons with dual responsibility
Internal Audit does not maintain or undertake any dual responsibilities or activities that fall outside the
approved Internal Audit Policy.

43

B.6 Actuarial function
The Actuarial Function is performed by members of the Actuarial Department. By the status as of end
of year three of them (including Head of the Department) are licensed actuaries by Polish standards
with long professional practice (from 11 to over 20 years). Additionally the reinsurance specialist is
member of the team. The actuarial team constitutes also part of actuarial corporate network. It implies
exchange of professional knowledge and experience, benefiting from corporate Continuous
Development Program and mutual professional support.
The Head of the Actuarial Department supervises the Actuarial Function of the Undertaking and he
reports to the Member of the Board responsible for Finance Division.
During year 2021 the Actuarial Function delivered actuarial services to the Undertaking. In particular it
comprised:
• Coordination and overseeing the calculation of technical provisions and required capital for
solvency purposes
• Determining amount of technical reserves for accounting purposes;
• Ensuring the appropriateness of the methodologies and underlying models used as well as the
assumptions made in the calculation of technical provisions;
• Assessing the sufficiency and quality of the data used in the calculation of technical
provisions;
• Comparing best estimates against experience;
• Informing the administrative, management or supervisory body of the reliability and adequacy
of the calculation of technical provisions;
• Expressing an opinion on the underwriting policy;
• Expressing an opinion on the adequacy of reinsurance arrangements; and
• Contributing to the effective implementation of the risk management system.
Additionally, the Actuarial Function implemented a procedure of verification of technical interest rates
used for reserving, based on forecast of returns from assets portfolio. The procedure is an
enhancement of the exiting regulatory limits on technical interest rates.
During 2020 the Actuarial Function contributed to risk management system of the company by
supporting the risk management function in areas:
•

•
•
•
•

Contribution to preparation of ORSA report including preparation of stress scenarios and
validation of projections results - among others proposal of Antiselection scenario, review of
correctness of calculated BEL and selected risks solvency capital requirements, analysis of
continued compliance with regulatory requirements concerning technical reserves ,
Calculations of Pillar 1 for determination of solvency position
Assumption basis for liquidity risk analysis - among others lapse parameters
Update reinsurance policy and annual reinsurance report
Support in dividend capacity assessment
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B.7 Outsourcing
Outsourcing Policy
All outsourcing arrangements are subject to appropriate due diligence, approval, written agreements
and on-going monitoring, and that the risks associated with entering outsourcing arrangements are
effectively managed.
The rules apply to all outsourcing agreements for both external outsourcing and intra-group
outsourcing.
The purpose of the policy is to establish a sound governance framework that will mitigate such risks
and ensure that, as it relates to outsourcing, MetLife will
•
•
•
•
•
•

exercise due care and diligence so as to minimize operational and other risks associated with
entering into, managing or terminating any arrangement to outsource a Critical and Important
function or activity;
create, implement and maintain a strong governance system;
maintain consistency and transparency in its outsourcing arrangements to facilitate internal
and external (including regulatory) reviews as and when necessary;
provide adequate SLA statements;
manage all material risks arising from outsourcing activities to meet business requirements for
performance related to financial, regulatory and service obligations; and
provide quality and continuous service to policy holders.

The key outsourced services in 2021 are:
•
•
•
•
•
•
•
•
•
•
•

document archiving services,
mass document and correspondence services,
payroll services, medical certification services,
medical jurisprudence service
document handling for contracts from former Latvian and Lithuanian branches (document
scanning services, medical translations, handling correspondence dispatches),
organization of consultations and medical tests for the Undertaking's clients,
handling incoming calls and correspondence and incoming claims,
providing IT services (intra-group outsourcing),
office space lease agreement and providing local IT infrastructure (intra-group outsourcing),
management of the Undertaking's assets (other than UL, outsourcing within the group),
support and maintenance of the sales system.

In addition, the Company is supported by the MetLife Capital Group as part of the MetLife Services
EEIG European Economic Interest Grouping in the field of:
•
•
•
•
•
•
•
•

supporting the actuarial function,
assisting in reporting Solvency II,
supporting accounting and financial reporting,
supporting investment accounting,
supporting the AML / FATCA / CRS process,
OFAC scanning, financial management services,
maintaining and supporting the development of IT applications,
supporting automated underwriting.

and by the MetLife Europe Service Limited in the scope of outgoing payments process.
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B.8 Any other information
All relevant information has been included in the other parts of the Report.
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C Risk Profile
Business specificity in terms of strategic direction, product types, customers segments, chosen
distribution channels, asset management approach and operational model, together with changing
environment determines the Undertaking risk profile. Identified risks are assessed, managed,
monitored and reported.
Having risk management system in place, the Group and the Undertaking are developing a consistent
methodological approach to own solvency needs assessment.
Underwriting risk includes mortality risk, longevity risk, morbidity risk, policyholder behavior risk,
expense risk and catastrophic risk. Underwriting risks are primarily mitigated through diversification
and single-exposure limits for different risk components. Risks in excess of such limits can be
accepted but must be reinsured. Mortality and morbidity risks may change due to the covid-19
pandemic situation. Mortality and morbidity risks may change due to pandemic situation caused by
covid-19.
The Undertaking is exposed to market risks, including interest rates due to timing differences of asset
and liability cash flows and basis differences between valuation rates and equity markets through
revenues that depend on the value of investments covering unit-linked policies. Market risks are
identified, measured and managed through aligning assets and liabilities, in particular in terms of
currencies and timing of cash flows.
The Undertaking is exposed to credit risks, i.e. the risk of a value decrease of assets or increase of
liabilities due to the default of third parties, or the increase of the probability of such a default and/or
the
associated loss. The two main areas of credit risk for the Undertaking are Investment portfolio and
reinsurance. These risks are identified and assessed as part of the Asset Liability Management (‘ALM’)
and re-insurance process, in which the creditworthiness of all obligors is monitored.
The Undertaking is exposed to liquidity risk, which is managed by providing adequate match of liquid
assets to cash outflows coming from matured liabilities. Taking into account assets and liabilities
structure and liquidity buffer the liquidity risk is assessed as low. These risks are identified and
assessed as part of the Asset Liability Management (‘ALM’) process and is monitored by Risk
management function.
The Undertaking is exposed to operational risk, which is inseparable part of business activity, that's
why the Undertaking manages operational risk with due care through adequate rules, processes and
resources. The Undertaking is exposed to operational risk consistent with other financial institutions,
including the impact of changes in the regulatory and legal environments or cybersecurity risk.
Operational risks are identified and assessed with regards to their frequency and potential impact as
part of the risk management process, in which risks and controls are documented.
In addition to the risks covered above, the Undertaking is exposed to strategic risks, which are
identified through the annual external factors analysis, like political, regulatory, economic, social,
technological and environmental (sustainable development) and within business planning process.
The management of strategic risks is addressed by the Company's leadership team.
Prudent investment principle
The Company's corporate governance system requires that all assets be subject to control in
accordance with the "prudent investor" principle set out in Art. 132 of Directive 2009/138 / EC,
exercised by the Steering Investment Committee and the Management Board.
Over 90% of the bond portfolio, which constitutes the vast majority of the investment portfolio, is
investment in Treasury bonds. Most corporate bonds are bonds of large financial institutions with a
stable financial position. Investments in bank accounts or bank deposits are maintained to manage
liquidity.
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In order to properly manage all risks, the Company has defined the rules and limits according to which
investments can be made. After reviewing the rules, the total exposure to the issuer - debt securities
and term deposits needs to be within the certain limit assigned to the rating held by the issuer.
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C.1 Underwriting risk
C.1.1 Material exposures
The Undertaking has established and implemented a comprehensive set of insurance risk policies and
procedures in relation to underwriting risks. These include the Undertaking’s guidelines and processes
linked with insurance risk assessment and maximum Undertaking's share in the risks assumed.
The lapse risk is the most important in the underwriting risks category. On year end 2021 the lapse
down risk in life insurance segment (without diversification effect) dropped by 50% and was dominated
by mass lapse risk which amounted to 154 m PLN. It was mainly caused by significant increase of
interest rates.
The exposure to catastrophe risk has been substantially reduced due to changes of model of work
performance caused by pandemic (remote work). At present the exposure to catastrophe risk
estimated by the company, became close to the corresponding capital requirement (17m PLN - not
diversified). Therefore we can consider it is covered.
The biggest individual insurance risk exposure did not change much (almost 10m PLN).
A reinsurance need of this kind of risks is analyzed in Annual Reinsurance Report.
Sufficiency of the premiums for future claims and expenses, taking into consideration effects of
expense inflation, contractual options/ guarantees, potential anti-selection is tested and reviewed in
documentation of new products, which is subject to review by Actuarial Function and the Undertaking's
lawyers for evaluation of legal risks. Post sale analysis of products offered is assessed quarterly.
At present, there are no recognized exposures arising from Off-Balance sheet positions and the
transfer of risk to special purpose vehicles.

C.1.2 Material risk concentrations
Through its operations, the Undertaking seeks to underwrite a highly diversified and balanced portfolio
of underwriting risks. In Group Life LOB, material local risk concentrations can arise. They are
monitored as exposure to Catastrophe risk as mentioned in the preceding section.

C.1.3 Material risk mitigation practices
Underwriting risks are primarily mitigated through single-exposure limits for basic insurance risks such
as mortality, invalidity and critical illness. Risks in excess of such limits can be accepted but must be
reinsured. Exposure to catastrophe risk (understood as potential total loss being result of a single
event) and needs for catastrophe reinsurance are assessed annually in the Annual Reinsurance
Report.
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C.1.4 Material risk sensitivities
As required by the calculations to determine the SCR using the Standard Formula (SF), the
Undertaking determines the impact of increases in expected loss rates and expenses. Data in the
table below are presented in PLN thousands.
Life underwriting risk

2021 SCR

2020 SCR

Life mortality risk

16,134

17,198

Life longevity risk

10,308

13,143

70

379

154,119

205,949

Life expense risk

59,804

74,239

Life catastrophe risk

17,172

15,541

Diversification within module

(55,889)

(64,461)

Total capital requirement for Life underwriting risk

201,718

261,988

Life disability - morbidity risk
Life lapse risk

In all risk categories we see decrease, which is caused by higher interest rates and insurance portfolio
run-off. The exception is catastrophe risk where we see a slight increase caused by including to the
model new term offer.
And similarly for Health type of underwriting risks:
Health underwriting risk

2021 SCR

2020 SCR

Health mortality risk

1,223

1,424

Health longevity risk

184

40

Health disability-morbidity risk

21,404

24,793

Health lapse risk

40,714

40,982

Health expense risk

7,901

6,319

Catastrophe risk (including diversification)

1,600

1,828

(19,534)

(20,881)

53,492

54,505

Diversification within SLT Health underwriting risk
Capital requirement for SLT Health underwriting risk

In this insurance segment we also dominate decreases caused by higher interest rates and insurance
portfolio run-off. The exception is a slight increase of longevity risk and more significant increase of
expense risk caused by introducing in the model the inflation of expenses expressed as percentage of
premiums.
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C.2 Market risk
C.2.1 Material exposures
The Undertaking is exposed to market risk, including interest rate risk, due to the different timing of
cash flows on the assets and liabilities side as well as the underlying interest rate risk. The exposure
to interest rate risk on the asset side is PLN 3.5 bn mainly in Treasury and corporate bonds at market
value (PLN 3.0 bn at book value) versus PLN 2.7 bn in insurance provisions according to the best
estimate (PLN 2.9 bn according to the book value). The company also has an indirect exposure to
market risk resulting from volatility on the capital markets, due to the dependence of the financial result
on the value of assets under management, in particular in the case of Unit Linked products (UFK). The
indirect exposure relates to the amount of PLN 1.3 billion of assets under Unit Linked.
Market risks are identified, assessed and controlled and managed as part of the asset and liability
management process. Market risk exposures were stable during the reporting period. There were no
significant changes to the internal market risk measurement methods in the period under review.
From the point of view of SCR results, the Company noted the highest capital requirements for market
risk in terms of concentration risk and equity price risk.

C.2.2 Material risk concentrations
The main type of market risk in the Company is interest rate risk due to the shorter average duration of
the asset portfolio than the average duration of the liabilities. The company manages the risk by
striving to best match assets to liabilities. The duration of assets is kept within the limit.
The solvency capital requirement concerning concentration risks comes mainly from investment in
Company's subsidiaries and corporate debt issued by BGK.
There is no material exposure to currency risk in the Company because the Company currently offers
products and makes investments primarily in Polish zlotys, i.e. in the base currency of the Company
(PLN). The only portfolio in foreign currency is in Euro and is a portfolio of products from former
Lithuanian and Latvian branches for which the Company accordingly maintains investments to cover
foreign currency liabilities.

C.2.3 Material risk mitigation practices
Market risk is mitigated primarily by adjusting the structure of assets to liabilities in the best possible
way, especially in terms of cash flow dates, periods with fixed interest rates (return and technical) and
currency. Exposure to changes in credit spreads for debt financial instruments is reduced through
investment diversification and investments in high-quality instruments. Exposure to market risk in the
case of unit linked products is controlled by the appropriate design of products and the selection of
own funds offered under unit linked, as well as by internal limits individual for each fund. During the
business planning period, the Undertaking does not plan any significant changes in the approach to
managing exposure to market risk, nor any significant changes in the exposure.
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C.2.4 Material risk sensitivities
As required by the calculations to determine the Solvency Capital Requirement (SCR) using the
Standard Formula, the Undertaking determines the impact of changes in interest rates, currency
values against the PLN, equity levels, and credit spreads and market concentration risk. Data in the
table below are presented in PLN thousands.
Market risk in thousands PLN

2021 SCR

2020 SCR

Interest Rate Risk

43,383

39,297

Equity Risk

99,186

94,688

3,488

4,735

15,382

13,742

141,940

135,142

5,343

2,710

Property Risk
Spread Risk
Market risk concentrations
Currency Risk
Diversification within module
Total capital requirement for market risk

(107,331)

(99,696)

201,390

190,618

C.2.5 Stress and scenario analysis
The analysis of stress conditions and scenarios, among others, for market risk is carried out as part of
the ORSA process. The results of the ORSA process do not indicate that potential changes in market
conditions threaten the stability of the Company. The Company maintains adequate solvency levels
even in the event of extreme market scenarios similar to those of the financial crises of the last few
decades.
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C.3 Credit risk
C.3.1 Material exposures
The Undertaking is exposed to credit risks, i.e., the risk of a decrease of assets or increase of liabilities
due to the default of third parties, or the increase of the probability of such a default and/or the
associated loss. The two main areas of credit risk for the Undertaking are Investment portfolio and
Reinsurance.
The Investment Function manages credit risk using a structured risk management framework
comprising of:
• Policies, procedures and limits;
• Clear responsibilities for management, monitoring, supervision and oversight;
• On-going self-assessment of risks; and
• Aggregate credit exposure measurement and reporting.
These risks are identified and assessed as part of the Asset Liability Management (‘ALM’) and reinsurance
process, in which the creditworthiness of all obligors is monitored. The exposures to credit risks have
been stable over the course of the reporting period.

C.3.2 Material risk concentrations
The Undertaking exposures are mainly:
• Exposures related to reinsurance contracts, with the total exposure at the end of 2021
significantly lower than the exposure at the end of 2020, in particular due to a significant
decrease in CNP Santander's exposure. The overall risk assessment, taking into account the
probability of counterparty default, is assessed as insignificant,
• Counterparty default risk mainly due to Type 2 exposure - ‘insurance and intermediaries
receivables’.
General account (non unit nor index linked) portfolio consists mainly of Poland government bonds.
Besides pure government and government secured bonds, the Undertaking invested in few carefully
selected debt securities. Most of them are issued by multinational institutions, financial institutions or
energy sector.

C.3.3 Material risk mitigation practices
Credit risks are primarily mitigated through asset allocation, diversification and single-exposure limits.
For counterparty exposures, the Undertaking may require the placement of collateral.
The Undertaking’s System of Governance ensures that all assets are managed in line with the Prudent
Person principle set out in Article 132 of Directive 2009/138/EC, as exercised through the Investment
Committee and the Management Board.
Over 90% of the bond portfolio, which constitutes the vast majority of the investment portfolio, is
investment in Treasury bonds. Most corporate bonds are bonds of large financial institutions with a
stable financial position. Investments in bank accounts or bank deposits are held to manage liquidity.
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Asset portfolio excluding unit-linked or index linked portfolio by credit ratings:
Neither unit-linked nor index-linked portfolio
by internal Metlife
MV amount in thousand
rating
PLN
31.12.2021

Neither unit-linked nor index-linked portfolio
by internal Metlife
MV amount in
rating
thousand PLN
31.12.2020

A1

19,180

A1

20,258

A2

2,972,126

A2

3,584,093

A3

365,865

A3

402,118

Aa3

1,127

Aa3

1,202

Ba3

2,297

Ba3

—

Baa1

71,703

Baa1

83,344

Baa2

30,058

Baa2

23,218

Baa3

6,683

Baa3

4,783

TOTAL:

3,469,040

TOTAL:

4,119,018

The portfolio of unit-linked assets is managed through the appropriate selection of the Investment
Strategy and setting investment limits.

C.3.4 Material risk sensitivities
As required by the calculations to determine the Solvency Capital Requirement (SCR) using the
Standard Formula (SF), the Undertaking determines the impact of changes in credit spreads, a
potential extreme loss of counterparty exposures.
2021 SCR (in
PLN'000):

Counterparty default risk

2020 SCR (in
PLN'000):

Type 1 exposures

2,505

1,515

Type 2 exposures

445

1,570

Diversification within counterparty default risk module

(96)

Total capital requirement for counter-party default risk

2,854

(199)
2,885

In the economic balance sheet the Company discloses only overdue insurance, reinsurance and
intermediary liabilities. The remaining settlements are included as part of the best estimate liabilities or
amounts due in respect of reinsurance.

C.3.5 Stress and scenario analysis
The analysis of stress conditions and scenarios, among others, for credit risk is carried out as part of
the ORSA process by analyzing the impact of changes in credit spreads in the adopted scenarios on
the Company's solvency situation. This change is mainly taken into account under the Depression
scenario and the Depression scenario with flattened interest rate curves presented in detail in the
ORSA 2021 Report. The results of the ORSA process do not indicate that potential changes in credit
spreads threaten the stability of the Company. The Company maintains solvency levels well above
regulatory limits even in the case of extreme scenarios similar to those of the financial crises of the last
few decades, which is above 219% in case of dividend paid according to plan.
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C.4 Liquidity risk
C.4.1 Material exposures
The Undertaking manages liquidity risk by providing adequate match of liquid assets to cash outflows
coming from matured liabilities. Taking into account the assets and liabilities structure, and liquidity
buffer, the liquidity risk is assessed as low. These risks are identified and assessed as part of the Asset
Liability Management (‘ALM’) process and is monitored by Risk management function. The exposure
to liquidity risk has been stable over the course of the reporting period.
A significant part of the Company's investment portfolio is characterized by high liquidity. In its
assessment of liquidity, the Undertaking can also take into account the cash inflows and outflows from
its insurance business.
The total amount of the expected profit included in future premiums as calculated in accordance with
Article 260(2) of Commission Delegated Regulation (EU) 2015/35 of 10 October 2014 amounts to 316
mln PLN.

C.4.2 Material risk concentrations
In line with Investment Guidelines, the Undertaking maintains a highly diversified portfolio, and limits
the exposure to individual obligors. Concentrations can arise where the Undertaking’s liquidity needs
are triggered by individual events.

C.4.3 Material risk mitigation practices
Liquidity risks are primarily mitigated through maintaining liquid buffer, aligning cashflows structure and
asset allocation to liabilities, diversification and single-exposure limits.

C.4.4 Material risk sensitivities
The Undertaking performs regular stress tests of its liquidity position in adverse events, including
significant and abrupt changes in policyholder behavior including lapse changes. These stress tests
consider the timing of obligations and the ability to liquidate assets over different time horizons, as well
as the impact of such liquidations on realized values. Sensitivity analysis is performed within scenario
analysis.

C.4.5 Stress and scenario analysis
The Undertaking performs regular stress tests analysis including significant and abrupt changes in
financial markets and policyholder behavior. These stress tests consider the timing of obligations and
the ability to liquidate assets over different time horizons, as well as the impact of such liquidations on
realized values.
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C.5 Operational risk
C.5.1 Material exposures
The operational risk is inseparable part of business activity, that's why the Undertaking manages
operational risk with due care. The Undertaking is exposed to operational risk consistent with other
financial institutions, including the impact of changes in the regulatory and legal environments and
complex modeling for financial reporting and solvency reporting. Operational risks are identified and
assessed with regards to their frequency and potential impact as part of the risk management process,
in which risks and controls are documented.
The Undertaking identifies and assesses operational risk in the following categories: legal and
regulatory risk (risk of non-compliance), system risk (unreliability of IT environment, data quality),
cybersecurity risk, fraud risk (internal and external frauds), risk related to employees activities (e.g.
safety in working place, sufficiency of human resources), and transaction risk (e.g. errors in manual
processes, unreliability of vendors, errors in models). Risk assessment process encompasses also
potential financial, reputational, regulatory and customer impacts.

C.5.2 Material risk mitigation practices
The Undertaking has implemented operational risk management processes within all three lines of
defense. Operational risks are primarily mitigated through functional controls, which are integral
elements of the Undertaking’s Risk Framework and segregation of duties of operational and control
functions, adequate organizational structure and resources. The Undertaking regularly identifies,
assesses, monitors and react to operational risks. The risk management activities will be continued in
the business planning time horizon. Risks assessed as high are analyzed and decisions are made as
to further actions.

C.5.3 Material risk sensitivities
Each operational risk is assessed for frequency and potential impact on the Undertaking both before
control and taking into account the control mechanisms used. The result of regular analyzes is a map
of levels of individual types of operational risks. The results of the analysis of the impact of the
materialization of operational risk or its individual elements are presented in the next section.

C.5.4 Stress and scenario analysis
The Undertaking has implemented Business Continuity Process (BCP). Stress scenario analysis is a
part of Business Continuity tests. BCP is regularly reviewed.
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C.6 Other material risks
C.6.1 Material exposures
Strategic risks are identified through the annual external factors analysis, like political, regulatory,
economic, social and technological. The management of strategic risks is addressed by the leadership
team of the Undertaking and the Group.

C.6.2 Material risk concentrations
At the end of 2021, one of the most significant risks, although temporary, are risks related to changes
in processes in connection with the sale of the Company to the NN Group.
The remaining risks are related to the domestic and world economic and political situation affecting the
behavior of customers and the profitability of products.

C.6.3 Material risk mitigation practices
The risks related to the transaction of the Company being sold, are secured by reorganizing the
processes and concluding appropriate agreements to ensure the continuation of the services provided
by the MetLife Group until the processes will be operationally take over by the NN Group and the
armed conflict in Ukraine. More information on this is provided in chapter A.5..
As part of strategic risk management, the Undertaking, among other things, carries out a business
planning process based on a risk management strategy including risk assessment. The company
conducts adaptation work to changing legal regulations, looks for new business opportunities and
responds to the changing needs of customers.

C.6.4 Stress and scenario analysis
Stress and scenario analysis of the Company are conducted as part of the process ORSA. The results
of the analysis confirm the stable situation of the Company even in the event of unfavorable conditions
market conditions.
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C.7 Any other information
All information is disclosed in the preceding sections.

58

D Valuation for Solvency Purposes
D.1 Assets
Basis of valuation
The valuation of assets and liabilities for Solvency II has been determined in line with the Solvency II
Directive and related guidance and with the Commission Delegated Regulation (UE) 2015/35..
Unless expressly stated in the sections below, the Undertaking has valued its assets and liabilities at
fair value. In order to establish the fair value of assets and liabilities, the following guiding principles
have been applied: assets are valued at the amounts for which they could be exchanged between
knowledgeable willing parties in an arm’s length transaction.
The determination of fair value of financial assets and liabilities, which comprise substantially majority
of the assets and liabilities of the Undertaking, is set out below.
Fair value of financial assets with active market
When available, the fair value of financial assets is based on quoted prices in active markets that are
readily and regularly obtainable. These are the most liquid of the Undertaking's financial assets, and
valuation of these assets does not involve management's judgement. The active market in the
understanding of the Undertaking is a market on which the goods traded are homogeneous, buyers
and sellers interested in a given good practically always appear, information on the prices of these
goods is widely available.
Fair value of financial assets with no active market
When developing fair values, where quoted prices are not available, the Undertaking uses one of
three broad valuation techniques or a combination thereof: (i) the market approach, (ii) the income
approach, and (iii) the cost approach.
The significant inputs to these valuation techniques are inputs that are observable in the market or can
be derived principally from, or corroborated by, observable market data. When observable inputs are
not available, inputs that are not observable in the market or cannot be derived principally from, or
corroborated by, observable market data is used. These unobservable inputs can be based in large
part on management's judgement or estimation, and cannot be supported by reference to the market
activity. Even though these inputs are unobservable, management believes they are consistent with
what other market participants would use when pricing such financial assets and are considered
appropriate given the circumstances. Actual results may differ materially from these estimates.
Such estimates are reviewed on an ongoing basis, and any difference is recognized in the period in
which the estimate is revised. If the revision affects only that period, or in the period of the revision and
future periods if the revision affects both current and future periods.
For financial assets with a maturity date of up to one year from the balance sheet date, the Company
believes that the fair value is reasonably approximate by the value that can be obtained from the
disposal of these assets.
The undertaking is investigating material sources of uncertainty in estimating investments by
calculating the PV01 measure (present value of an 01 basis point). This measure illustrates the
change in the value of the portfolio under the influence of changing the market interest rate by one
basis point.
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Financial position
The financial position of the Undertaking, produced below, comprises figures produced under both
Solvency II and in the Undertaking's financial statements.
The Undertaking's financial statements are based on the audited financial statements of the
Undertaking, prepared in accordance with the accounting principles generally accepted in Poland
(‘Polish GAAP’).
The table provides a quantitative explanation of the differences between the calculated data with the
rules used for valuation for solvency purposes and data calculated in accordance with principles used
for valuation for the purposes of financial statements (according to ‘Polish GAAP’).
Assets of the Undertaking as at December 31, 2021 .
Data in the table are presented in thousands PLN.
Assets

Polish GAAP

Deferred acquisition costs

64,911

Intangible assets

18,360

Deferred tax assets

20,050

Property, plant and equipment held
for own use
Investments (other than assets
held for index-linked and unitlinked funds)

Reclassification
differences

Valuation
differences

Solvency II
value

—

(64,911)

—

—

(18,360)

—

(20,050)

534

—

—

15,331

15,866

3,275,306

344,518

187,950

3,807,773

296,235

—

42,499

338,733

2,979,071

344,518

145,451

3,469,040

Collective Investments
Undertakings

—

—

—

—

Deposits other than cash
equivalents

—

—

—

—

Participations and related
undertakings
Bonds

Assets held for index-linked
and unit-linked funds
Loans on policies
Loans and mortgages to
individuals
Reinsurance recoverables
Non-life and health similar to
non-life

1,626,557

(338,594)

(1)

1,287,962
22,734

22,736

—

(2)

123

—

—

3,090

(1,985)

—

—

(4,366)
—

123
(3,261)
—

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

3,090

(1,985)

(4,366)

(3,261)

Health similar to Life

2,553

(1,985)

(1,016)

(448)

(3,350)

(2,813)

Life excluding Health and
index-linked and unit-linked
Life index-linked and unit linked
Deposits to cedants
Insurance and intermediaries
receivables

537

—

—

—

—

—

—

—

—

—

22,934

(22,934)

—

—

Reinsurance receivables

6,178

(6,178)

—

—

Receivables (trade, not
insurance)

24,522

(5,656)

—

18,866

Cash and cash equivalents

48,172
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(514)

47,710

14,535

—

(14,523)

12

Any other assets, not
elsewhere shown
Total Assets

5,148,006

(50,826)
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100,604

5,197,784

D.1.1 Deferred Acquisition Costs
In the statutory balance sheet, activated acquisition costs are deferred and depreciated over the
expected period of valid contracts. In the Solvency II system, activated acquisition costs are not
recognized in the balance sheet, which results in a difference between the statutory balance sheet and
the economic balance sheet.

D.1.2 Intangible assets
Intangible assets are acquired rights suitable for economic use, with an expected economic useful life
of more than one year, intended to be used for the needs of the entity, in particular:
• copyrights, related rights, licenses, concessions,
• rights to inventions, patents, trademarks, utility and decorative models,
• know-how.
The acquired goodwill and the costs of completed development works are also included in the
intangible assets. Goodwill is the difference between the purchase price of a given entity or its
organized part and the lower fair value of the acquired net assets.
In Solvency II, an entity measures intangible assets and goodwill at zero, unless the intangible asset
can be separated for disposal and the entity can demonstrate that there is value for the same or
a similar asset. In such a case, such an asset is valued at market prices quoted in active markets for
the same assets.
Pursuant to the Polish Accounting Standards, intangible assets are valued at acquisition prices less
depreciation charges and impairment losses. For this reason, there are differences between the
Solvency II and PAS measurement.

D.1.3 Deferred tax assets
Under Solvency II, a deferred tax asset is recognised on the estimated future tax effects of temporary
differences, unused tax losses carried forward and unused tax credits carried forward. Deferred tax is
only recognised where it is probable that it will be realised, i.e. that future taxable profits will be
available against which deductible temporary differences can be utilised. Deferred tax is measured
based on the rates and tax laws enacted or substantively enacted at the reporting date, on an
undiscounted basis.
The principles under which deferred tax assets and liabilities are recognised under Solvency II are
broadly similar to those under Polish GAAP. However, there are differences in the carrying value of
underlying assets and liabilities, which give rise to temporary differences between carrying value and
tax base. Accordingly, the two amounts differ on the Balance Sheets.
The company compensates assets and provisions for deferred income tax. The Undertaking has
a Deferred tax liability position (see section D.3.3 Deferred tax liabilities).

D.1.4 Property, plant & equipment held for own use
Tangible assets are tangible fixed assets and equivalent assets with an expected useful life of more
than one year, complete, fit for use and intended for the entity's needs.
The initial value constituting the purchase price or the cost of manufacturing a fixed asset increases
the costs of its improvement and reduces depreciation or amortization write-offs.
According to the Polish Accounting Standards, tangible fixed assets are shown in net value (less
depreciation). Tangible fixed assets are valued according to purchase prices reduced by the value of
redemption.
In the Solvency II system, tangible fixed assets are measured at fair value using an alternative
valuation method. The description of the valuation method is presented in chapter D.4.
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For Solvency II purposes, as part of this balance sheet item, the Company also recognizes assets due
to property lease agreements and company cars that meet the definition of a lease agreement in
accordance with IFRS 16.
These types of assets do not appear in the balance sheet prepared in accordance with the Accounting
Act, which results in a difference to the economic balance.

D.1.5 Investments (other than assets held for index-linked and unit-linked contracts)
Under Solvency II, investments are stated at fair value, except strategic participations, as set out
below.
The valuation techniques and source of pricing inputs used by the Undertaking for significant
categories of investments are produced below:
D.1.5.1 Property (other than for own use)
The Undertaking does not have any Investment properties.
D.1.5.2 Holdings in related undertakings, including participations
Subsidiaries are related undertakings over which the Undertaking has control. Under Solvency II,
given the Undertaking's subsidiary is not listed, the adjusted equity method is applied to determine its
fair value.
The description of the valuation method is presented in chapter D.4.
According to the Polish Accounting Standards, investments in subsidiaries are measured using the
equity method.
The biggest difference in the valuation between PAS and Solvency II requirements concerns the
valuation of real estate and the exclusion of activated acquisition costs.
D.1.5.3 Equities
The Undertaking does not have any equities, listed or unlisted, other than investments in subsidiaries
or assets held for index-linked and unit-linked contracts.
D.1.5.4 Bonds
Government bonds are valued using the official fixing rates provided by Treasury BondSpot. It is also
possible to make a valuation based on the BGN exchange rate published by the Bloomberg website.
Government bonds for which no Treasury BondSpot fixing rate or BGN rate published by Bloomberg is
available are generally valued using a market approach.
Valuations are based primarily on matrix pricing or other similar techniques using standard market
observable inputs, including benchmark yields, issuer ratings, broker-dealer quotes, issuer spreads
and reported trades of similar instruments, including those within the same sub-sector or with a similar
maturity or credit rating.
Corporate bonds listed on a recognised exchange are valued using quoted prices, or quoted prices for
similar assets.
Corporate bonds which are not listed, are principally valued using the market and income approaches.
Valuations are based primarily on quoted prices for similar listed instruments in active markets, quoted
market prices for listed bonds in markets that are not considered active, or using matrix pricing or
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other similar techniques that use standard market observable inputs such as benchmark yields,
spreads of benchmark yields, new issuances, issuer rating, duration, and trades of identical or
comparable instruments. Privately-placed instruments are valued using matrix pricing methodologies
using standard market observable inputs, and inputs derived from, or corroborated by, market
observable data including market yield curve, duration, call provisions, observable prices, and spreads
for similar publicly traded or privately traded issues that incorporate the credit quality and industry
sector of the issuer, and in certain cases, delta spread adjustments to reflect the specific credit-related
issues.
Corporate bonds for which observable inputs are not available, are principally valued using the market
approach. Valuations are based primarily on matrix pricing or other similar techniques that utilise
unobservable inputs or inputs that cannot be derived principally from, or corroborated by, observable
market data, including illiquidity premium, delta spread adjustments to reflect specific credit-related
issues, credit spreads, and inputs including quoted prices for similar instruments that are less liquid
and based on lower levels of trading activity. Certain valuations are based on independent non-binding
broker quotations.
Under Polish GAAP, certain bond portfolios, other than those backing unit-linked liabilities, are treated
as "Held to Maturity" and value at amortised cost. However, for the needs of the Solvency II system,
these assets are measured at fair value. Accordingly, the two Balance Sheets differ on account of the
different accounting policies applied.
D.1.5.5 Collective Investments Undertakings
Collective investments undertakings listed on a recognised exchange are valued using the quoted
prices provided by the investment managers, that are based on their respective net asset values.
Under Polish GAAP, collective investments undertakings are stated at fair value. Accordingly there are
no differences between Solvency II and Polish GAAP.
D.1.5.6 Derivatives
The Undertaking does not currently hold any derivatives.
D.1.5.7 Deposits other than cash equivalents
Deposits other than cash equivalents comprise of demand deposits. These are carried at fair value on
the Solvency II Balance Sheet, which are based on the amounts due on demand.
Under Polish GAAP, demand deposits are stated at carrying value which approximates fair value. For
the purpose of the SII balance sheet, special-purpose funds are eliminated from cash. The description
of the valuation method is presented in chapter D.4.

D.1.6 Assets held for index-linked and unit-linked contracts
Under Solvency II, assets held for index-linked and unit-linked contracts are stated at fair value.
Index-linked and unit-linked funds are comprised of the various categories of investments and other
assets described herein. For disclosure of the valuation methodology used for these assets, please
refer to the relevant notes in this section.
Under Polish GAAP, assets held for index-linked and unit-linked contracts are stated at fair value.
Accordingly, there is no valuation difference between the two amounts.
There is a presentation difference for Lokata and Nestor products.
In the balance sheet according to PAS, in accordance with the position of the Office of the Insurance
and Pension Funds Supervision Commission of 2005 confirmed by KNF in 2021, the assets of Lokata
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and Nestor portfolios were presented as funds "at the risk of the policyholder" and the securities of
these funds included in point C of assets were valued at fair value. In the economic balance, the
assets of the Lokata and Nestor portfolios have been included under 'Deposits (other than assets for
life insurance, in which the benefit is determined based on specific indexes or other base values and
for unit-linked contracts.
However, there are classification differences between unit-linked assets reported according to
Solvency II and PAS regarding receivables and liabilities and the presentation of some portfolios in
unit-link assets or outside them.

D.1.7 Loans and mortgages
According to the Polish Accounting Standards loans granted, including loans granted to the related
entities are valued according to the adjusted purchase price, calculated using the effective interest rate
and decreased by revaluation write-offs.
In case of:
• it is not possible to determine the duration of the loan (no specific repayment schedules), and
therefore it is impossible to time future cash flows and determine the effective interest rate
(e.g. policy loans secured by the policy surrender value)
• due to the nature of the loan (low capital value), the difference between its value determine
using the adjusted purchase price, calculated using the effective interest rate, and the amount
of the payment required is irrelevant (e.g. employees loans)
loans granted are valuated at the amount due, taking into account impairment losses.
In the Solvency II system, loans are recognized at fair value using alternative measurement methods.
The description of the valuation method is presented in chapter D.4.

D.1.8 Reinsurance recoverables
Under Solvency II, reinsurance recoverables are valued using the cash-flow projection model similar to
that used to calculate the best estimate of liabilities.
The reinsurance recoverables are adjusted against expected defaults. Further information on the best
estimate of liabilities, its valuation methodology, basis and assumptions used can be found in section
D.2 Technical Provisions.
Under Polish GAAP, reinsurance recoverables are valued using the same methods used to calculate
technical provisions under local rules. Accordingly, there are differences between the value of
reinsurance recoverables on the two Balance Sheets.

D.1.9 Insurance and intermediaries receivables
This item shows past due receivables from policyholders and insurance intermediaries which are not
included in the cash proceeds from insurance technical provisions. They are subject to adjustment
taking into account the degree of probability of payment of receivables and the credit standing of the
contractor. Receivables deemed doubtful are updated in line with the business decision.
In the Solvency II system, due to the lack of an active market for receivables due to insurance and
insurance intermediaries are measured at fair value using alternative valuation methods. The
description of the valuation method is presented in chapter D.4.
According to the Polish Accounting Standards, receivables from insurance and insurance
intermediaries include current and overdue receivables and, similarly to other assets, are recognized
at costs less recoverable amounts, which is a reasonable approximation of the fair value of these
assets. Hence, there are no differences between Solvency II and PAS.
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D.1.10 Reinsurance receivables
Receivables from reinsurers include overdue receivables from reinsurers. They relate to claims and
commissions that have been included in the reports but have not been settled by reinsurers. In
Solvency II, they are taken to fair value using alternative valuation methods. The description of the
valuation method is presented in chapter D.4.

D.1.11 Receivables (trade, not insurance)
In the Solvency II system, trade and other receivables are recognized at fair value using alternative
valuation methods. The description of the valuation method is presented in chapter D.4.
According to PAS, receivables are recognized at the amount expected to be paid less any impairment.
There are, however, classification differences between the assets of insurance capital funds reported
according to Solvency II and the Polish accounting standards regarding receivables and liabilities.
According to the Polish Accounting Standards, other receivables include supplements to the provisions
of insurance capital funds, which are eliminated for the purposes of Solvency II.

D.1.12 Cash and cash equivalents
Cash includes domestic means of payment and foreign currencies in bank accounts.
In the Solvency II balance sheet, cash and cash equivalents are carried at fair value using alternative
measurement methods. The description of the valuation method is presented in chapter D.4.
Under Polish GAAP, cash and cash equivalents are stated at nominal value plus accrued interest (if
applicable), which is reasonable approximation of fair value.

D.1.13 Any other information on assets
All relevant information has been disclosed in the preceding sections.
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D.2 Technical provisions
The technical provisions correspond to the current amount the Undertaking would have to pay if they
were to transfer their insurance obligations immediately to another undertaking. The value of technical
provisions are equal to the sum of a best estimate liability and a risk margin. The option to calculate
technical provisions as a whole is not used. The methodology employed in the calculation of the best
estimate liability is covered in section D.2.3 and the risk margin is covered in section D.2.7.
Given the Interim Measures reporting is based on best efforts basis, certain areas of calculation of
technical provisions are subject to approximations as outlined in section D.2.8. The approach to
segmentation is covered in section D.2.1.
The best estimate liability is calculated gross, without deduction of the amounts recoverable from
reinsurance contracts. Such recoverable amounts are calculated separately and are covered in
section D.2.4.
In 2021, there were no significant changes in the relevant assumptions made in the calculation of
technical provisions.

D.2.1 Segmentation
Under Solvency II, undertakings should properly segment the business into the lines of business
specified
in the guidelines. The primary segmentation should distinguish between life and non-life insurance
obligations.
The undertaking does not have business classified as the non-life insurance. Within area of
Company's life insurance activity, the following main lines of business have been identified:
• Other life insurance;
• Insurance with profit participation;
• Index-linked and unit-linked life insurance; and
• SLT Health insurance;
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D.2.2 Technical provisions split by line of business
Technical provisions split by gross and net of reinsurance
Illustrated below is breakdown of gross and net technical provisions by line of business:
Line of Business

Gross of
Reinsurance

Reinsurance
Relief

Net of
Reinsurance

Gross of
Reinsurance

Reinsurance
Relief

Net of
Reinsurance

31 December of:

2021

2021

2021

2020

2020

2020

Insurance with profit
participation

2,542,454

592

2,543,046

3,202,110

136

3,202,246

Index-linked and unitlinked insurance

1,262,579

—

1,262,579

1,351,454

—

1,351,454

182,347

2,221

184,567

227,072

2,418

229,491

—

—

—

—

—

—

(20,140)

448

(19,692)

(22,225)

(1,077)

(23,302)

3,967,240

3,261

3,970,501

4,758,412

1,478

4,759,890

Total Non-Life

—

—

—

—

—

—

Total Technical
Provisions

3,967,240

3,261

3,970,501

4,758,412

1,478

4,759,890

Other life insurance
Accepted reinsurance
Health insurance (direct
business)
Total Life

Gross technical provisions split by best estimate liability and risk margin
The table below presents the breakdown of gross technical provisions by lines of business into Best
Estimate Liability ("BEL") and Risk Margin (methodology is covered in sections D.2.3 and D.2.7
respectively).
BEL

Risk Margin

Gross
Technical
Provision
under
Solvency II

2021

2021

2021

2020

2020

2020

Insurance with profit
participation

2,493,838

48,616

2,542,454

3,122,604

79,506

3,202,110

Index-linked and unit-linked
insurance

1,247,053

15,527

1,262,579

1,338,257

13,197

1,351,454

Other life insurance

168,091

14,256

182,347

215,793

11,279

227,072

Health insurance (direct
business)

(30,886)

10,746

(20,140)

(40,664)

18,439

(22,225)

3,878,096

89,144

3,967,240

4,635,991

122,422

4,758,412

Line of Business

31 December of:

Gross Total Life

Gross Total Non-Life

Total Gross Technical
Provisions

BEL

Risk Margin

Gross
Technical
Provision
under
Solvency II

—

—

—

—

—

—

3,878,096

89,144

3,967,240

4,635,991

122,422

4,758,412
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D.2.3 Best estimate
D.2.3.1 Methodology for the calculation of the best estimate
For material items in all lines of business, the best estimate corresponds to the probability weighted
average of future cash-flows weighted by the probability of their realization, calculated using the
appropriate risk-free interest rate term structure.
D.2.3.2 Cash-flow projections
The cash-flow projections reflect the expected realistic future demographic, legal, medical,
technological, social and economic developments over the lifetime of the insurance obligations.
D.2.3.3 Recognition and derecognition of insurance and reinsurance contracts for solvency purposes
The Undertaking observes the process of recognition and derecognition of its insurance obligations in
line with Delegated Act, which states:
The calculation of the best estimate only includes future cash-flows associated with recognised
obligations within the boundary of the contract. No future business is taken into account for the
calculation of technical provisions.
An insurance obligation is initially recognised by insurance undertakings at whichever is the earlier of
the date the undertaking becomes a party to the contract that gives rise to the obligation or the date
the insurance cover begins.
A contract is de-recognised as an existing contract only when the obligation specified in the contract is
extinguished, discharged, cancelled or expires.
D.2.3.4 The boundary condition of a recognised insurance and reinsurance contracts
The definition of the contract boundary is applied in particular to decide whether options to renew the
contract, to extend the insurance coverage or other changes in the contract give rise to a new contract
or belong to the recognised contract. Where the option belongs to the recognised contract the
provisions for policyholder options are taken into account in determination of contract boundary.
For Group Life, and part of the portfolio of Personal Accident riders where the Undertaking has a right
to amend premiums to fully reflect the risks the contract boundary is set to be the closest date when
such amendment is allowed. For unit-linked products containing no significant insurance coverage and
no long term guarantees, no future premiums are assumed. Endowment type products with minimum
benefit guarantee are projected assuming contract boundary to be equal to the premium paying term
of the contract.
For all other lines of business, the contract boundary is set equal to the contractual term of the
contract.
D.2.3.5 Time horizon
The applied time horizon covers all the future cash flows needed for BEL calculation.
D.2.3.6 Gross cash-flows
The cash-flow projection used in the calculation of the best estimate takes account of all the cash in
and out-flows required to settle the insurance obligations in line with Articles 77 and 78 of the Solvency
II Directive.
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D.2.3.7 Gross cash in-flows
The best estimate includes items such as future premiums and other policyholder payments.
Premiums which are due for payment by the valuation date are presented as a premium receivable on
the Balance Sheet.
D.2.3.8 Gross cash out-flows
The cash out-flows are calculated and include benefits payable to the policyholders or beneficiaries,
expenses that will be incurred in servicing insurance obligations and commissions.
D.2.3.9 Life insurance obligations
Cash-flow projections used in the calculation are made separately for each policy and individually for
each insured in case of group policies.
D.2.3.10 Non-life insurance obligations
The Undertaking does not offer products, which can be segmented as non-life.
D.2.3.11 Valuation of options and guarantees embedded in insurance contracts
In the valuation of the options and guarantees, the Undertaking takes into account all material financial
guarantees and contractual options included in the Undertaking's insurance contracts.
The contractual options which are pre-determined in contracts which the Undertaking sells or has sold
include (among others):
• Surrender value option, where the policyholder has the right to fully or partially surrender the
policy and receive a pre-defined lump sum amount.
• The option to choose one of the pre-determined settlement options of benefit payment
The take up rates of the options as well as their relation with interest rate level is subject to monitoring
and changes in best estimate assumptions are implemented if justified.
The financial guarantees which are embedded in the Undertaking's life insurance contracts includes:
• Guaranteed minimum death or maturity benefit
• Tax Equalization Benefit in some of unit-linked products
D.2.3.12 Valuation of future discretionary benefits
The calculation of the best estimate takes into account future discretionary benefits which are
expected to be made. The value of future discretionary benefits is calculated separately.
The material future discretionary benefits which are expected to be made by the Undertaking are in
relation to the Excess Interest Benefit attached to individual endowment type products.
The excess interest benefit is a benefit uplift which is generally calculated as the excess of the
declared
yield over the guaranteed rate. The declared yield is based on the investment return of specific pools
of assets.
Any increase in excess interest benefit after valuation date is treated as discretionary benefits.
D.2.3.13 Unbundling
In general, unbundling by different lines of business is applied to life insurance contracts already in
corresponding administration systems were various risks are represented by separate administration
codes. Consequently, various risks are represented by separate model points.
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D.2.4 Reinsurance recoverables
The calculation of amounts recoverable from reinsurance contracts follow the same principles and
methodology as presented above for the calculation of other parts of the technical provisions.
The amounts recoverable have been calculated consistently with the boundaries of the insurance
contracts to which they relate.
The expenses incurred in relation to the management and administration of reinsurance are allowed
for in the calculation of the best estimate.
The amounts recoverable from reinsurance contracts are then adjusted to take account of expected
losses due to default of the counterparty. The adjustment is calculated separately and is based on an
assessment of the probability of default of the counterparty and the average loss-given-default.

D.2.5 Discounting
Discount rates are risk free without any modifications.

D.2.6 Calculation of technical provisions as a whole
The calculation of technical provisions as a whole is not applicable to the Undertaking.

D.2.7 Risk margin
The risk margin is calculated by line of business and is then added to the BEL in order to obtain the
technical provisions by line of business. The risk margin is calculated by:
• Projecting the non-hedgeable SCR components at each future time period using risk drivers;
• Aggregating the projected non-hedgeable SCR components using the prescribed correlation
matrices; and
• Taking a charge of 6% per annum on the run-off of the SCR.
Discounting those amounts at the risk-free rates.
As allowed in Article 58 of the Delegated act the Undertaking uses a simplified method for calculation
of the risk margin. The method uses approximations of the amounts denoted by the terms SCR(t)
referred to in Article 37(1).

D.2.8 Approximation of technical provisions
Technical provisions - unmodelled business
Due to modelling limitations on certain lines of business, the calculation of components of the BEL is
not currently possible (for example, due to missing plan codes). Material gaps are addressed via
unmodelled adjustments (UA).

D.2.9 Level of uncertainty associated with technical provisions
Levels of uncertainty associated with technical provisions
In the calculation of technical provisions, it is necessary to make judgements, estimates and
assumptions about the carrying amounts of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based on historical experience and
other factors that are considered relevant. Actual results may differ from these estimates.
The estimates and underlying assumptions are reviewed on annual basis.
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The key assumptions concerning the future, and other key sources of estimation uncertainty at the
reporting date, are discussed below.
Key sources of estimation uncertainty
1. Unit-linked contracts
Unit-linked account values
Liabilities for insurance and investment contracts include unit reserves at market value and
unallocated premiums. The unit reserves are equal to the sum across unit funds of the
numbers of policyholder units multiplied by the unit price (at bid price). Unallocated premiums
are premiums that have been issued but not yet allocated to units. The value of the unit
reserves are known and contain no uncertainty.
Best estimate liability
The best estimate liability represents the unit reserves plus the present value of future
benefits, in excess of the unit reserves, to be paid to the policyholders or on behalf of the
policyholders and related expenses less the present value of future charges deducted from
the unit-linked account.
2. Non unit-linked contracts
Best estimate liability
The liabilities represent the present value of future benefits to be paid to the policyholders or
on behalf of the policyholders and related expenses less the present value of future premiums.
The key assumptions concerning the future, and other key sources of estimation uncertainty at
the reporting date that could impact the valuation of the best estimate liability, are discussed
below.
Key assumptions used in calculating the best estimate liability:
• Expected future economic conditions (including risk-free interest rates, inflation rates
and reinvestment rates);
• Direct per policy maintenance expenses and associated inflation. The inflation rate
used in the model is equal to the declared by National Bank target inflation rate.
However, it was decided to account for the recent medium-term inflation forecast
based "Report on inflation" (NBP March 2022). The correction increased BEL by
around 48m PLN and SCR by around 4m PLN. The adjustments reduced level of
uncertainty, although it still remains.
• Mortality/ morbidity rates based on company's experience and selected published
actuarial statistical data. In connection with higher by about 20% mortality level in
2021, it was applied an adjustment assuming that the extra mortality will be gradually
decreasing during the next 2 years. It increased the BEL by around 5m PLN. We
believe that it reduced the uncertainty, although it still remains.
• Lapse rates based on expected surrender experience.
Such assumptions are captured in more detail in section D.2.15
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Expert judgement
Expert judgement is necessary in the calculation of the best estimate liability in a number of
different ways:
• Selection of data to use, correcting errors and deciding on the treatment of outliers or
extreme events;
• Selection of realistic assumptions and the experience period on which such
assumptions are based;
• Selection of the valuation technique considering appropriate alternative
methodologies;
• Incorporating appropriately in the calculations the environment under which the
Undertaking operates its business;
• Adjusting the data to reflect current or future conditions of insurance activity

D.2.10 Matching adjustment
This is not applicable to the Undertaking.

D.2.11 Volatility adjustment
This is not applicable to the Undertaking.

D.2.12 Transitional risk-free interest rate-term structure
This is not applicable to the Undertaking.

D.2.13 Transitional deduction
Transitional deduction (Directive 2009/138/WE, art. 308d) is not applicable to the Undertaking.
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D.2.14 Differences between Solvency II valuation and Polish GAAP
The table and the associated explanations below provide key differences between technical provisions
under Solvency II and those presented in the Undertaking's financial statements:
31.12.2021

Analysis of Differences

Line of Business for Polish GAAP
Insurance
with profit
participation

Other life
insurance

Index-linked
and unitlinked life
insurance

SLT Health
insurance

Technical Provisions under Polish
GAAP (Gross with DAC)

374,281

2,697,297

1,341,285

119,344

Technical Provisions under Polish
GAAP (Gross less DAC)

371,387

2,668,984

1,334,565

92,361

Items in Polish GAAP not in Solvency II
(DAC/VOBA and negative VOBA)

2,894

28,314

6,721

26,983

Assumption & Methodology Differences

203,296

175,146

87,512

123,247

Items in Solvency II not in Polish GAAP
(Risk Margin)

14,256

48,616

15,527

10,746

182,347

2,542,454

1,262,579

Gross Technical Provisions under
Solvency II

31.12.2020

Analysis of Differences

(20,140)

Line of Business for Polish GAAP

Other life
insurance

Insurance
with profit
participation

Index-linked
and unitlinked life
insurance

SLT Health
insurance

Technical Provisions under Polish GAAP
(Gross with DAC)

394,881

2,818,454

1,422,091

123,360

Technical Provisions under Polish GAAP
(Gross less DAC)

391,712

2,784,959

1,412,506

87,869

Items in Polish GAAP not in Solvency II
(DAC/VOBA and negative VOBA)

3,168

33,495

9,585

35,491

Assumption & Methodology Differences

175,919

(337,646)

74,249

128,533

Items in Solvency II not in Polish GAAP
(Risk Margin)

11,279

79,506

13,197

18,439

227,072

3,202,110

1,351,454

Gross Technical Provisions under
Solvency II

(22,225)

Items in Polish GAAP but not in Solvency II
Deferred Acquisition Costs are the main item which is recognized under Polish GAAP but not under
Solvency II.
Assumption and Methodology Differences
Future projected profits:
Solvency II capitalizes all future profits, subject to contract boundaries, whereas Polish GAAP
generally does not. Polish GAAP valuation of non-linked business adopts a net premium
valuation methodology on regular premium business. In particular the best estimate method is
not used in assumptions on future mortality, morbidity or expenses. They are assumed at
product pricing stage and usually remain unchanged during policy period. It refers also to
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technical interest rates, which, within regulatory limitations, remain constant and independent
from market conditions, in contrast to risk free (RF) rates applied under Solvency II standard.
For unit-inked type contracts, reserves typically equal the account values with no allowance
for future profits, differently from CF methods used under Solvency II.
Conservatism in assumptions:
Solvency II assumptions are all best estimate whereas Polish GAAP may apply pricing
assumptions (within allowed limits) or assumptions including margins for conservatism.
Usually the lapses are not taken into account and regarding expenses or future benefits a
safety margins are assumed. It allows reducing assumptions updates and higher effectiveness
of reporting processes. It should be noted that in risk free interest rate decline conditions the
technical interest rates used for reserving under Polish GAAP may exceed RFR even if the
regulatory limitations are satisfied.This was the situation at the end of 2020. In 2021, this
factor has been significantly weakened by a significant increase in interest rates. They are still
below the prevailing technical rates in the profit-sharing insurance contract segment, but the
conservatism of the other assumptions used in the Polish GAAP proved sufficient to dominate
the BEL by the corresponding Polish GAAP reserve. At year-end 2020, the situation was
reversed and the deficit was covered by the difference in valuation of the corresponding
assets.
At the end of 2021 this argument also applies but the differences between the Polish GAAP
and Solvency II standards are less important in the balance sheet precisely because of the
increase in risk-free rates.
Legal constraints:
Polish GAAP reserves cannot be lower than cash value or negative. This is not required for
Solvency II valuation.
Discount rates:
The interest rates used in the calculation of the provisions for solvency and accounting
purposes are different. For accounting purposes, the interest rate structure is usually flat with
applicable legal constraints, while for solvency purposes the current risk-free interest rates are
used.
Time value of options and guarantees:
Technical provisions for Solvency II purposes include time value of options and guarantees, in
contrast to Polish GAAP reserves. Items included in Solvency II and not in Polish GAAP.
Solvency II regime includes ‘Risk Margin’ which is based on cost of capital for non-hedgable
risks. This item is not applicable in Polish GAAP.
Items included in the Solvency II system, but not in reserves for accounting purposes
The Solvency II system determines the risk margin based on the concept of cost of capital (in the
scope not subject to risk mitigation techniques), while this concept is not applicable in Polish reporting
principles.

D.2.15 Information on Actuarial Methodologies & Assumptions
Principal assumptions used in the determination of technical provisions
Solvency II requires assumptions to be based on best estimate. The assumptions are revised on a
regular basis to adjust for recent experience and changes to market factors.
1. Demographic Assumptions
In long term contracts, mortality and morbidity assumptions are generally based on published mortality
tables multiplied by Actual/Expected ratio to allow for the results of the Experience Studies. In short
term contracts flat incidence rates are used. Lapse/surrender/persistency assumptions tend to be
Undertaking specific. In general the assumptions vary by product and distribution channel. There is no
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modelling of the“paid-up” decrement on the grounds of proportionality, because it is complex to model
and its frequency is negligible.
2. Expense Assumptions
Expense assumptions are based on the results of the Expense Studies. They are entirely specific to
the Undertaking, not only in the manner that they reflect the actual expense base of the Undertaking,
but also in the way that the Undertaking allocates expenses between acquisition and maintenance and
by line of business.
3. Economic Assumptions
Noting that Solvency II prescribes future capital market economic assumptions to be “risk neutral”, with
risk free interest rates published by EIOPA, economic assumptions are effectively limited to expense
inflation which is set at the level of expected long term inflation target.
There are no material changes in the relevant assumptions made in the calculation of technical
provisions compared to the previous reporting period.
D.2.15.1 Mortality
Mortality rates are set at a product level. In long term contracts, base mortality rates are taken from
published mortality tables, which vary by age and sex. Depending on the product, experience
multipliers are applied to bring the assumptions in line with our own experience. In short term contracts
the assumed incidence rates are based on the Undertaking's experience and are assumed flat against
insureds age.
Where standard tables are not available, alternatives may be used which best match the experience.
For certain products, separate morality rates are used for accidental death and death caused by
disease and sickness.
Additionally, due to higher mortality level in 2021 presumably caused by the pandemic, a correction
was applied by assuming that the increased level will be gradually decreasing during the next 2 years.
It increased the BEL by around 5m PLN.
D.2.15.2 Morbidity
Morbidity incidence rates are set at a product and coverage level. The following split of coverages
is used in the models:
• Accidental Death;
• Permanent Disability;
• Temporary Disability;
• Critical Illness; and
• Hospitalization.
Base morbidity rates are based on tables published by the national statistical office or WHO and may
vary by age and sex. Depending on the product, experience multipliers are applied to bring the
assumptions in line with our own experience.
D.2.15.3 Persistency
Lapse rates are defined at a product, premium type (regular or single), distribution channel and policy
year level.
Dynamic behavior of policyholders
A recent study based on the company's historical data showed a weak relationship between the churn
rate and the interest rates offered to customers in the market. Therefore, it was not included in the
model used for the calculations at the end of 2021.
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D.2.15.4 Expenses
1. Expense assumption
Expenses are split into initial and maintenance expenses. Expenses can be fixed, % of premium or %
of reserve. Expenses depend on product, premium type and distribution channel. All expenses are in
local currencies.
2. Expense inflation assumption
Maintenance and overhead expenses are adjusted based on inflation assumptions. For all business,
inflation is assumed to be 2.5% per year. Additionally, at the year end 2021 it was proposed
a correction to account for the recent inflation forecast based on "Report on inflation" (NBP March
2022). The correction caused increase of BEL by about 28m PLN and SCR by about 4m PLN.
3. Commission assumption
Commissions are split into initial and renewal commissions. Standard commission is calculated as %
of premium. Depending on product and distribution channel, bonus commission and override
commission may be included. Commission rates depend on product, premium payable year, policy
year and distribution channel.
D.2.15.5 Premium Indexation
For the products subject to indexation, it is applied as a percentage increase in premiums over each
projection year. This percentage is adjusted to the indexation response ratio based on the
Undertaking's experience.
D.2.15.6 Contractual Benefit Increases
For the products with contractual benefit increases, they are applied as a percentage increase in
benefits over respective future policy years.
D.2.15.7 Interest Rate
1. Interest rate assumptions
The yield curves used are provided by EIOPA
2. Credited rate/EIB
Excess interest benefit (EIB) exists for certain products. The EIB credited rates are product specific
and are defined through a participation rate applied to the declared portfolio yield less the technical
interest rate and less expense margin.
The declared yield each year is calculated by projecting the performance of assets in the portfolio
using risk neutral market consistent rates.
D.2.15.8 Fund Growth - VUL
The assumed growth rate of unit-linked funds is consistent with the relevant risk-free interest term
structure.
D.2.15.9 Rebate/Management Fees/Misc - VUL
The applied unit-linked fund management fees shall be included in the cash flows used to calculate
the BEL.
D.2.15.10 Discount Rate/Illiquidity Premium
This is consistent with section D.2.15.7 Interest Rate.
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D.2.15.11 Options and Guarantees
See section D.2.3.11
details.

Valuation of options and guarantees embedded in insurance contracts for

D.2.15.12 Management Actions
Apart from assumed investment strategy, there are currently no management actions allowed for in the
calculation of the best estimate liability. There have been no changes in assumptions compared with
the previous reporting period.
D.2.15.13 Policyholders' Behaviour
Recent investigation based company's experience showed very weak dependence of lapse rates on
market interest rates. Therefore, it was not taken into account in calculations on year end 2021.
D.2.15.14 Economic Scenario Generator
The Economic Scenarios (ES) for valuation of products with profit participation is prepared on the
basis of a two factor Hull-White model (HW2F).
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D.3 Other liabilities
Liabilities of the Undertaking as at December 31, 2021 . The data in the table has been presented in
thousands PLN.
Liabilities
Technical provisions - Life (excluding
index-linked and unit-linked)

Polish GAAP Reclassificat
ion
value
differences

Valuation
differences

Solvency II
value

2,913,311

279,089

(487,739)

Technical Provisions - Health (similar to
Life)

119,344

—

(139,484)

Technical Provisions - Life (excl Health,
index linked and unit-linked)

2,793,967

279,089

(348,256)

2,724,800

Technical Provisions - index-linked and
unit-linked funds

1,618,897

(277,612)

(78,706)

1,262,579

Provisions other than technical
provisions

21,843

Deferred tax liabilities

50,224

Financial liabilities other than debts
owed to credit institutions
Insurance and intermediaries payable
Reinsurance payables
Payables (trade, not insurance)
Any other liabilities not elsewhere
shown
Total Liabilities
Excess of assets over liabilities

—

—
(20,050)
—

2,704,660
(20,140)

—

21,843

115,782

145,956

15,540

15,540

24,411

(24,411)

—

—

8,163

(8,163)

—

—

31,149

789

(342)

31,595

492

(468)

(25)

—

4,668,491

(50,826)

(435,491)

4,182,174

536,094

1,015,610

479,516

—

D.3.1 Provisions other than technical provisions
Under Polish GAAP provisions are recognised when the Undertaking has a present obligation (legal or
constructive) as a result of a past event, it is probable that the Undertaking will be required to settle the
obligation, and a reliable estimate can be made of the amount of the obligation.
In the Solvency II system, provisions are recognized based on the best estimate of the expenses
needed to cover current liabilities as at the balance sheet date. Provisions other than technical
provisions are valued using alternative valuation methods. The description of the valuation method has
been described in chapter D.4.
The Company does not identify differences in the valuation of other provisions between PAS and
Solvency II.
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D.3.2 Deposits from reinsurers
Does not apply to the Undertaking.

D.3.3 Deferred tax liabilities
Under Solvency II, deferred tax liability is recognised for the estimated future tax effects of temporary
differences and unused tax losses carried forward. Deferred tax is measured based on the rates and
tax laws enacted or substantively enacted at the reporting date, on an undiscounted basis.
The principles under which deferred tax liabilities are recognised under Solvency II are broadly similar
to those under Polish GAAP. However, there are differences in the carrying value of underlying assets
and liabilities, which give rise to temporary differences between carrying value and tax base.
Accordingly, the two amounts differ on the Balance Sheets.
The company compensates assets and liabilities due to deferred tax in the economic balance.
For details of balance items that accounting value differs from their tax value causing recognition of
deferred tax liability see below (as for 31.12.2021). Data in the table below are presented in PLN
thousands.
Base for Deferred Tax Liability

Deferred Tax Liability

548,443

Items

104,204 Valuation of technical provisions (net)

297,661

56,556 Valuation of investment portfolio

(25,185)

(4,785) Accruals

(19,587)

(3,722) Valuation of intangibles

(18,458)

(3,507) Other reserves

(14,523)

(2,759) Valuation of prepayments

(160)

(30) Other temporary differences

768 189

145 956 Total

D.3.4 Derivatives
This section is not applicable to the Undertaking.

D.3.5 Other financial liabilities
Other financial liabilities include overdue insurance liabilities and liabilities resulting from indirect
contracts, overdue reinsurance liabilities and other liabilities regardless of their payment dates
(commercial, unrelated to insurance activities).
The input data for the valuation of other liabilities are in particular amounts due and not yet paid to the
Company's clients, amounts due to reinsurers which the Company did not pay as at the balance sheet
date, amounts due to suppliers but not paid by the Company as at the balance sheet date. According
to the Polish Accounting Standards, other financial liabilities are recognized at the amount expected to
be paid
In Solvency II, they are accounted at fair value using an alternative valuation method. The description
of the valuation method is presented in chapter D.4.
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There are classification differences between the assets for life insurance where the benefit is
determined on the basis of specific indices or other baselines, and life insurance related to the unitlinked insurance fund reported according to Solvency II and Polish Accounting Standards for
Receivables and Liabilities.

D.3.6 Contingent liabilities
Contingent liabilities are recognized in the Solvency II balance sheet at the value representing the
expected present value of the contingent liability. In the financial statements prepared in accordance
with the Polish Accounting Standards, contingent liabilities are not recognized in the balance sheet.

D.3.7 Leasing
Pursuant to IFRS 16, the Company is a party to lease agreements for real estate and company cars.
The input data is the information obtained from the administration department on the amount of
property rents based on concluded lease agreements and related fees (utilities, cleaning, etc.) and on
the basis of framework agreements concluded with external service providers.
In the case of cars, the amount of lease installments is determined on the basis of lease agreements
concluded with leasing companies.
The right-of-use asset is amortized on a straight-line basis over the term of the lease agreement and
the liability is settled over time with the payment of lease installments using the discount rate applied.
For material items, the cash flows necessary to determine the right-of-use assets and lease liabilities
are discounted using the incremental borrowing rate.
Leases are shown on the assets side under 'Property, plant and equipment for own use' and liabilities
'Liabilities to credit institutions'. Fair value measurement is performed using alternative measurement
methods.

D.3.8 Employee benefits
Employee benefits include a provision for unused leaves, a retirement pension provision and a
provision for annual / jubilee bonuses. The amounts are included in the expected value of future
disbursements, which is a reliable approximation of the fair value of these items and therefore there is
no difference between Solvency II and PAS. The input data for the valuation of the provision for
employee benefits are, in particular, information on the number of unused leave as at the balance
sheet date, information on remuneration of individual employees and data from the annual appraisal
process to which employees are subject.
Employee benefits as at December 31, 2021 are presented in the table below in thousands PLN.
Employee benefits

31.12.2021

Provision for future pensions

944

Provision for not utilized holidays

3,202

Provision for annual bonuses

3,798

Total Employee benefits

7,944

The retirement and holiday reserve are estimated using alternative valuation methods - descriptions
are provided in section D.4.
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D.3.9 Risk management
Information on risks relating to underwriting and reserving, asset-liability management, investment risk
management and liquidity risk management are set out in section C Risk Profile.

D.3.10 Level of uncertainty associated with other liabilities
Due to the short term nature of the other liabilities obligations the timing of outflows of economic
benefits is known with reasonable certainty.

D.3.11 Other information
All relevant information has been included in the remaining parts of the Report.
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D.4 Alternative methods for valuation
For the purposes of Solvency 2, all assets and liabilities are presented at fair value. However, if it is
not possible to make a fair value measurement or when its determination would involve
a incommensurate amount disproportionate to the total administrative costs, the Company uses
alternative valuation methods. The assets and liabilities that are measured at fair value using the
alternative valuation method are presented below, together with the reasons for these methods

D.4.1 Machines and equipment (tangible assets) used for own use
Due to the lack of an active market, tangible fixed assets are measured at fair value using alternative
measurement methods.
Tangible fixed assets are valued according to purchase prices reduced by the value of redemption.
The basis for making depreciation (redemption) write-offs of fixed assets is the current depreciation
plan prepared on the first day of each financial year, specifying the rates and amounts of annual writeoffs for individual fixed assets. If necessary, impairment losses are also made.
Due to the size and nature of such assets, the Undertaking believes that the amortized value of an
item of property, plant and equipment is a reasonable approximation of fair value.

D.4.2 Shares in related companies
In the Solvency II system - due to the fact that the Company's subsidiaries are not listed on the stock
exchange - the adjusted equity method was used to determine their fair value.
This method determines the value of a related party in the amount of the Society's share in the surplus
of assets over liabilities of the related party, in accordance with the valuation principles set out in the
Solvency II system.
According to the Polish Accounting Standards, investments in subsidiaries are measured using the
equity method. Conversely, the adjusted equity method requires the measurement of the subsidiary's
underlying assets and liabilities at the balance sheet date on a fair value basis. Therefore, the
valuation of subsidiaries in the Solvency II balance sheet is not the same as their valuation in the
balance sheet prepared according to PAS.

D.4.3 Debt securities
The fair value of debt securities for which an active market does not exist is determined on the basis of
valuations published by an authorized information service or on the basis of a model.

D.4.4 Investment funds participation units and investment certificates in collective
investment undertakings
Due to the lack of an active market, the Company evaluates participation units and investment
certificates according to the prices published by investment fund undertakings based on the value of
the funds' net assets, valued in accordance with the accounting fund principles.

D.4.5 Deposits
Due to the lack of an active market, the fair value of deposits is determined as a nominal value or in
the amount payable on demand, which, in the opinion of the Company, is a reasonable approximation
of the fair value.

D.4.6 Cash and cash equivalents
In the Solvency II balance sheet, cash and cash equivalents are carried at fair value using alternative
measurement methods.
In the Solvency II balance sheet, cash and cash equivalents are carried at fair value, designated as an
amount payable on demand. Negative bank balances are disclosed as liabilities to credit institutions.
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According to Polish PAS, cash and cash equivalents are recognized at nominal value plus accrued
interest (if applicable), which is a correct approximation of the fair value.

D.4.7 Loans and advances secured by a mortgage
Loans granted, including loans granted to the related entities are valued according to the adjusted
purchase price, calculated using the effective interest rate and decreased by revaluation write-offs.
In case of:
• it is not possible to determine the duration of the loan (no specific repayment schedules), and
therefore it is impossible to time future cash flows and determine the effective interest rate
(e.g. policy loans secured by the policy surrender value)
• due to the nature of the loan (low capital value), the difference between its value determine
using the adjusted purchase price, calculated using the effective interest rate, and the amount
of the payment required is irrelevant (e.g. employees loans)
loans granted are valuated at the amount due, taking into account impairment losses.
Loans and mortgage loans re measured at fair value using alternative measurement methods due to
the lack of an active market. The Company treats the expected repayment amounts less impairment
as a correct approximation of their fair value. Due to the size and nature of these assets, the Company
believes that they are a reasonable approximation of fair value.

D.4.8 Receivables from insurance and from insurance intermediaries
Due to the lack of an active market of receivables due to insurance and insurance intermediaries are
measured at fair value using alternative valuation methods.
Receivables are measured at the amount due, in line with the principle of prudent valuation, and are
stated at net value (less impairment losses, taking into account the degree of probability of their
payment).
Due to the size and nature of these assets, the Company believes that they are a reasonable
approximation of fair value.
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D.4.9 Reinsurance receivables
Due to the lack of an active market of receivables due to reinsurance is measured at fair value using
alternative valuation methods. These receivables are measured at the amount due less impairment.
Due to the size and nature of these assets, the Company believes that they are a reasonable
approximation of fair value.
As these assets are rather short-term (less than 1 year), the Undertaking concluded that their
realizable value is reasonably close to their fair value.

D.4.10 Other receivables (trade, other than insurance)
Due to the lack of an active market, other receivables are measured at fair value using alternative
measurement methods. Receivables are measured at the amount due, in line with the principle of
prudent valuation, and are stated at net value (less impairment losses, taking into account the degree
of probability of their payment). Due to the size and nature as well as the short-term nature of these
assets (the vast majority of the balance are items with a maturity of 1 year or less), the Undertaking
believes that they are a reasonable approximation of fair value.

D.4.11 Other financial liabilities
Due to the lack of an active market, other financial liabilities, including insurance liabilities and
liabilities towards insurance intermediaries, reinsurance liabilities and liabilities (trade liabilities, not
related to insurance activity) are valued using the alternative method. Liabilities are shown at the
amount payable, ie together with interest payable as at the balance sheet date, unless the debtor has
informed the creditor that he is waiving default interest. The Society believes that it is a reliable
approximation of fair value.

D.4.12 Financial liabilities
Leasing
The company measures the liability resulting from leasing contracts in accordance with the provisions
of IFRS 16. The company is a party to leasing contracts in the field of real estate, mobile phones and
company car rental contracts. The input data is information obtained from the administration
department on the amount of property rents resulting from concluded lease agreements and related
fees. In the case of cars, the amount of lease installments is determined on the basis of lease
agreements concluded with leasing companies. For material items, the cash flows necessary to
determine the lease liabilities are discounted using the marginal loan rate determined in accordance
with IFRS 16.

D.4.13 Provisions other than technical provisions
Due to the lack of an active market, provisions other than technical provisions are measured at fair
value using alternative measurement methods.
In the Solvency II system, provisions are recognized based on the best estimate of the expenses
needed to cover current liabilities as at the balance sheet date. The present value is derived from the
relevant risk-free interest rate structure. The value of contingent liabilities does not include the
Undertaking's own credit risk adjustment, as this is not allowed under the Solvency II criteria.
Liabilities are measured at amounts that allow them to be transferred or settled between well-informed
interested parties in arm's length transactions (excluding own credit risk).
The Company does not identify differences in the valuation of other provisions between PAS and
Solvency II.

84

D.5 Any other information
All information has been disclosed in the preceding section.
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E Capital Management
E.1 Own funds
E.1.1 The Undertaking's approach to capital management
The CFO is responsible for capital management within the Undertaking. Level of risk appetite is
recommended by Chief Risk Officer.
Strategic aims of capital management comprise:
• Compliance; ensuring compliance with legal requirements regarding capital requirements;
• Effective allocation; effective management and allocation of capital in order to achieve
balanced gains and development and growth of the Undertaking; and
• Financial strength; in order to ensure effective access to capital, to minimize total cost of
capital.
The approach to capital management has not changed since the previous report. The internal limit for
the SCR indicator for Normal Operating Level was set at 125% and has not changed from the previous
year. The time horizon of capital planning is consistent with the ORSA process and lasts 3 years.
Between the statutory and internal limits, the Company has adopted an additional warning level
indicating the need to take specific additional actions enabling SCR maintain above the limit. All capital
to cover the requirements belongs to Category 1. The Company conducts dividend policy based on
analyzes within the ORSA process, liquidity analyzes and analysis of statutory capital restrictions as
well as in agreement with the PFSA and compliance with recommended SCR levels. As a result of the
latest ORSA analysis, even in stress scenarios including planned dividend payments, SCR did not fall
below the statutory limit.

E.1.2 Reconciliation of equity under Polish GAAP to excess of assets over liabilities
under Solvency II
The Undertaking's excess of assets over liabilities (own funds) under Solvency II is different to the
shareholders' equity in the financial statements prepared under Polish GAAP. The table summarizes
the differences at December 31, 2021. Data is presented in PLN thousands.
Data in thousands PLN on 31.12.2021
Section
Amount

Difference

Assets under Polish GAAP valuation

D.1

5,148,006

Liabilities under Polish GAAP valuation

D.3

4,668,491

Equity per the Polish GAAP financial
statements

479,516

· Valuation differences on technical provisions (net)

D.2.14

562,080

· Write off of deferred acquisition costs

D.1.1

(64,911)

· Write off of intangible assets

D.1.2

(18,360)

· Increase in deferred tax liability

D.3.3

(115,782)

· Investment valuation to fair value

D.1.5

144,934

· ROU in line with IFRS 16 (net)

D.1.4

· Valuation difference on participations

D.1.5.2

· Other adjustments

(208)
42,499
(14,156)
536,094

Assets under Solvency II valuation

D.1

5,197,784

Liabilities under Solvency II valuation

D.3

4,182,174

Excess of assets over liabilities under
Solvency II

1,015,610

The difference between equity disclosed according to PAS and own funds calculated according to the
Solvency II principles results mainly from different principles of valuation of assets and liabilities (from
the use of different calculation bases in the reports according to the Solvency II system and those
prepared on the basis of PAS). Detailed information in this regard is provided in chapter D. The
description of the differences between the value technical provisions for solvency purpose and the
value of technical provisions for accounting purpose is presented in chapter D.2.14. In addition,
deferred acquisition costs and intangible assets are shown in the Solvency II system at zero.
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The table below summarizes the differences at December 31,2020:
Data in thousands PLN on 31.12.2020
Section
Amount

Difference

Assets under Polish GAAP valuation

D.1

5,635,727

Liabilities under Polish GAAP valuation

D.3

4,933,468

Equity per the Polish GAAP financial
statements

702,259

· Valuation differences on technical provisions (net)

D.2.14

(2,764)

· Write off of deferred acquisition costs

D.1.1

(81,739)

· Write off of intangible assets

D.1.2

(17,867)

· Increase in deferred tax liability

D.3.3

(61,936)

· Investment valuation to fair value

D.1.5

436,828

· ROU in line with IFRS 16 (net)

D.1.4

· Valuation difference on participations

D.1.5.2

· Other adjustments

(1)
35,708
(8,480)
299,749

Assets under Solvency II valuation

D.1

5,960,074

Liabilities under Solvency II valuation

D.3

4,958,066

Excess of assets over liabilities under
Solvency II

1,002,008

The decrease in equity in 2021 by PLN 223 million compared to 2020 results from the payment of a
dividend in 2021 in the amount of PLN 163,1 million and the decrease in the revaluation capital (PLN
146,7 million), which was caused by the decline in the prices of treasury and government bonds.

E.1.3 Composition and quality of own funds
The items reported in Own Funds are split into three categories depending on different factors such as
quality, liquidity and timeline to availability when liabilities arise.
Tier 1 own funds include ordinary share capital, non-cumulative preference shares and relevant
subordinated liabilities. Tier 2 own funds include cumulative preference shares, and subordinated
liabilities with a shorter duration. Tier 3 own funds include own funds which do not satisfy the tier 1 or
tier 2 requirements.
All of the Undertaking's own funds are categorized as Tier 1 for Solvency II purposes, which has the
capacity to immediately cover losses. The Undertaking has no Subordinated Debts.

The classification rules remained unchanged from the previous year.
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E.1.4 Movement in Own Funds

Basic own funds

Data on
31.12.2021

Tier One
Tier Two
Tier Three
Total basic own funds

Data on
31.12.2020

Movement

916,704

656,154

260,550

—

—

—

—

—

—

916,704

656,154

260,550

The value of own funds was PLN 917 million at the end of 2021, and increased by PLN 261 million
compared to the previous year, mainly due to the decrease in the amount of the expected dividend
from PLN 330 million at the end of 2020 to PLN 84 million at the end of 2021.

E.1.5
Eligible amount of Own Funds to cover Solvency and Minimum Capital
Requirements
The data in the table has been presented in thousands PLN.

Category

Data on 31.12.2021

Data on 31.12.2020

Total eligible own funds for SCR

916,704

656,154

Total eligible own funds for MCR

916,704

656,154

Solvency Capital Requirement
(SCR)

294,675

364,338

Minimum Capital Requirement
(MCR)

132,604

163,952

Ratio of Eligible own funds to SCR

311 %

180 %

Ratio of Eligible own funds to MCR

691 %

400 %

The amount of own funds reported in 2021 took into account the dividend payment planned for 2022.
The Management Board proposes to allocate half of the net profit generated by the Company in the
financial year for the payment of dividends. In addition, in accordance with the dividend
recommendation of the Polish Financial Supervision Authority, the Management Board also
recommends the payment in 2022 dividend from the 2020 profits that has not been previously paid in
the amount of PLN 40,1 million.
There are no limitations in the availability of own funds. Art. 71 sec. 1.e) the Delegated Regulation
does not apply to the Company.
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E.1.6 Reconciliation reserve - key elements
The data in the table has been presented in thousands PLN.
Data on
31.12.2021

Reserve item
Excess of assets over liabilities

Data on
31.12.2020

1,015,610

1,002,007

—

—

Forseeable dividends, distributions and charges

98,907

345,853

Other basic own funds items

21,490

21,490

—

—

895,214

634,664

Own shares (included as assets on the Balance Sheet)

Adjustment for restricted own fund items of Matching
Adjustment Portfolio (MAPs) and Ring Fenced Funds (RFF)
Reconciliation reserve before deduction for
participations

E.1.7 Transitional arrangements
Undertaking is not the subject to the transitional provisions referred to in art. 308b paragraph 9 and art.
308b paragraph 10 of Directive 2009/138/EC.

E.1.8 Ancillary Own Funds
The Undertaking does not have any items of Ancillary Own Funds included within its available Own
Funds.

E.1.9 Restrictions and deductions from Own Funds
The Undertaking has no restrictions or deductions from own funds.

E.1.10 Distributions to shareholders
See Section A.1.5.

E.1.11 Own Funds - Ring Fenced Funds (RFF)
The Undertaking does not have RFFs.

E.1.12 Own Funds - Planning and Management
The Undertaking's capital projection does not include any plan or intention to redeem or repay any of
its capital items over the current and projected planning horizon or to raise additional own funds. The
time horizon used for business planning purposes is set at least 3 years.
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E.1.13 Own Funds - Forecast
The Undertaking projects its capital requirements in the ORSA process. The capital position is
reviewed on a quarterly basis by the Finance and Risk Committee, to ensure that the SCR and MCR,
as well as economic capital targets, are met at all times.
The data in the table has been presented in thousands PLN.
Forecast according to the ORSA
2021 report
Total Assets

2022

2023

2024

5,026

4,764

4,502

13

11

9

4,017

3,666

3,305

74

44

47

Eligible own funds

981

1,058

1,147

Solvency capital requirements

295

290

289

Solvency ratio

333 %

365 %

397 %

Surplus of own funds above
solvency capital requirements

686

769

859

Minimal capital requirements

133

130

130

Surplus of ow funds above minimal
capital requirements

848

928

1,017

Tax on assets
Total liabilities adjusted
Declared dividend each year
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E.2 Solvency Capital Requirement and Minimum Capital Requirement
E.2.1
The Undertaking's approach to Solvency Capital Requirement (SCR) and
Minimum Capital Requirement (MCR)
Calibration of stresses
For the purpose of this section, the Undertaking has adopted the standard formula (SF) approach.
This method uses stresses for each of the individual risks as calibrated by the European Insurance
and Occupational Pensions Authority (EIOPA). EIOPA also provides the standard correlation matrices
for the purpose of aggregation. Undertaking Specific Parameters (USPs) have not been used by the
Undertaking.
Use of Matching Adjustments
This is not applicable to the Undertaking.

E.2.2 Overview of SCR standard formula calculation
This section details the capital requirements for the Undertaking.
The assessment of the SCR using the standard formula (SF) approach is based on a modular
approach consisting of a core of life; non-life; market; health and counterparty default risks with
associated sub-modules. These are aggregated in the standard formula using correlation matrices,
both at the sub-module and the main module level. An intangible asset module is then added
(uncorrelated) to give the BSCR. The operational risk component and adjustments for risk absorbing
effect of future profit sharing and deferred taxes are then allowed for, to give the overall SCR.
Hence, the Solvency Capital Requirement (SCR) is calculated as follows:
SCR = BSCR - Adj + SCRop;
Where
SCR = The Overall Standard Formula Capital Charge;
BSCR = Basic Solvency Capital Requirement;
Adj = Adjustment for Risk Absorbing Effect of Future Profit Sharing and Deferred Taxes; and
SCRop = The Capital Charge for Operational Risk.
The measure of the impact of a given risk module is the change in own funds “delta-NAV” (∆NAV).
Note that the expression ∆NAV has a sign convention whereby positive values signify a loss.
In order to calculate ∆NAV, the base scenario as well as the stressed assets and liabilities will need to
be calculated. The cashflows for each of these scenarios is then discounted to determine the
corresponding present value of assets and liabilities. The difference between the base and the
stressed assets and liabilities is the ∆NAV.
The ∆NAV is based on the Solvency II Balance Sheet that excludes the risk margin component of the
technical provisions (i.e. uses only the best estimate liability component of the technical provisions).
Furthermore when calculating ∆NAV the following need to be allowed for:
• Where risk mitigation techniques are used in the calculation of the SCR, the scenarios
required for the calculation of the market risk module incorporate its effect; The impact of
hedging instruments where a financial risk mitigation instrument has been utilized;
• The revaluation of technical provisions allowing for any relevant adverse changes in the option
take-up behaviour of policyholders in the scenario
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Undertaking-Specific Parameters (USP) in SCR calculation
The Undertaking is not using undertaking-specific parameters (USP) pursuant to Article 104(7) of
Directive 2009/138/EC.

E.2.3 SCR and MCR results
The following table gives the amounts of the SCR components in thousands PLN.
SCR

31.12.2021

SCR market risk
SCR counterparty default risk
SCR life underwriting risk
SCR health risk
SCR non-life underwriting risk
SCR intangible risk
Aggregation (diversification effect)
Basic SCR
Operational risk SCR
Adjustment for the loss absorbing capacity of
future discretionary benefits
Adjustment for the loss absorbing capacity of
deferred taxation
Diversified SCR, excluding capital add-on
Capital add-on
SCR

31.12.2020

201,390

190,618

2,854

2,885

201,718

261,988

53,492

54,505

—

—

—

—

(119,067)

(127,912)

340,386

382,084

25,889

30,063

(2,479)

(1,921)

(69,121)

(45,888)

294,675

364,338

—

—

294,675

364,338

The decrease in SCR during 2021 is mainly due to the decreased of life underwriting risk, as
described in section E.2.6.
MCR
In the table below the Minimal Capital Requirement (MCR) is presented with input components used
for its calculation in thousands PLN:
MCR

31.12.2021

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
SCR
Absolute floor of the MCR
Minimum Capital Requirement

31.12.2020

2,372,227

2,990,547

122,203

104,253

1,247,053

1,338,257

139,874

204,411

109,856,399

122,302,393

294,675

364,338

17,097

17,090

132,604

163,952

The value of SCR decreased by PLN 70 million mainly due to the decrease in life insurance risk. This
is mainly due to increase in risk-free interest rates and some reduction of unit costs. The mass-lapse
shock became dominant in actuarial risk module. It was caused by increase in risk-free interest rates
(lower cost of guaranteed options) combined with increase of spread in savings products.
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As at December 31, 2021, the Company met the solvency requirements and had eligible own funds to
cover the solvency capital requirement (both SCR and MCR).
Capital Add-Ons
The Undertaking is not currently subject to any capital add-on based on instructions from the
Supervisor.
Simplifications
The simplification methods adopted by the Undertaking are outlined in section E.2.14.

E.2.4 Market risk
The capital requirement for market risk is calculated by stressing the underlying assets and liabilities,
and comparing the movement in NAV.
The capital requirements for each sub-module within the market risk module and the corresponding
diversification benefit are detailed in the following table. The results are shown in thousands PLN
gross and net of management actions after adjusting for the value of future discretionary benefits:
Market Risk
Interest rate - Down
Interest rate - Up
Equity
Property
Spread
Currency
Concentration
Diversification Benefits
Market Risk SCR

31.12.2021
Gross
Net

31.12.2020
Gross
Net

43,383

37,483

39,297

33,810

—

—

—

—

99,186

99,186

94,688

94,688

3,488

3,488

4,735

4,735

15,382

15,016

13,742

13,742

5,343

5,343

2,710

2,710

141,940

141,940

135,142

135,142

(107,331)

(104,245)

(99,696)

(96,929)

201,391

198,211

190,618

187,898

The main factors of a change in the market risk module are increases: in equity price risk and in
concentration risk. The equity risk increased mainly due to higher symmetric adjustment.
The increase of concentration risk is caused by drop of asset value being calculation base of the
concentration risk sub-module.
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E.2.5 Health risk
The Undertaking has calculated the Health Risk SCR module for its existing business.
The capital requirements at each sub-module, and the corresponding diversification benefit is detailed
in the following table in thousands PLN:
31.12.2021
Gross
Net

Health Risk
Mortality

SLT Health

31.12.2020
Gross
Net

1,223

1,223

1,424

1,424

Longevity

184

184

40

40

Morbidity

21,404

21,404

24,793

24,793

Lapse

40,714

40,714

40,982

40,982

7,901

7,901

6,319

6,319

—

—

—

—

Expenses
Revision
Diversification
Benefits

(19,534)

(19,534)

(20,881)

(20,881)

Mass accident
risk

4,994

4,994

5,706

5,706

—

—

—

—

Pandemic risk

2,004

2,004

2,010

2,010

Diversification
Benefits

(1,617)

(1,617)

(1,666)

(1,666)

Diversification within
module

(3,782)

(3,782)

(4,222)

(4,222)

Health underwriting
Risk SCR

53,492

53,492

54,505

54,505

CAT

Accident
concentration
risk

We observe a decrease in most of risk categories, which is caused by significant increase of interest
rates (higher discount effect) and partially by decrease of exposure linked with the portfolio run-off.
The expense risk is an exception, which is an effect of introducing in the model inflation of unit
expenses expressed as percentage of premiums.
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E.2.6 Life underwriting risk
The scope of Life underwriting risk includes all the life insurance and life reinsurance obligations.
The capital requirements at each sub-module, and the corresponding diversification benefits is
detailed in the following table for the life underwriting risks in thousands PLN:
31.12.2021

31.12.2020

Life underwriting risk
Gross PLN'000
Mortality
Longevity
Disability
Lapse (Up)
Lapse (Down)
Lapse (Mass)
Expenses
Revision
CAT
Diversification benefits
Life underwriting risk SCR

Net PLN'000

Gross PLN'000

Net PLN'000

16,134

16,134

17,198

17,198

10,308

10,308

13,143

13,143

70

70

379

379

77,691

77,691

61,606

61,606

99,533

99,533

205,949

205,949

154,119

154,119

98,018

98,018

59,804

59,804

74,239

74,239

—

—

—

—

17,172

17,172

15,541

15,541

(55,889)

(55,889)

(64,461)

(64,461)

201,718

201,718

261,988

261,988

The decrease of SCR is linked with an increase of interest rates and annual assumption update of unit
expenses. The mass-lapse shock became dominating over lapse down shock, which dominated in
2020. The change is linked with higher interest rates (reduction of value of guaranteed settlement
options) combined with increase of spreads in savings products.

E.2.7 Non-life underwriting risk
This is not applicable to the Undertaking.

E.2.8 Counterparty default risk
The scope of the counterparty default risk module includes reinsurance arrangements, derivatives and
receivables from intermediaries.
The input for Type 1 exposure comprises amounts recoverable from reinsurers, market value of
derivatives, risk-adjusted value of collateral/securitisation, value of guarantees, risk mitigating effects
not already taken into account of the capital requirement for underwriting and market risks and rating
of the counterparties.
Type 2 exposure comprises situations where counterparty is unrated, as well as receivables due for
more than 3 months. In particular this includes receivables from intermediaries and policyholder
debtors. Data in the table below are presented in PLN thousands.
Counterparty default risk

31.12.2021

31.12.2020

Total Type 1 exposure

2,505

1,515

Total Type 2 exposure

445

1,570

2,854

2,885

Counterparty default risk SCR
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In the economic balance sheet, only overdue liabilities were shown in the items: liabilities due to
insurance and insurance intermediaries, and liabilities due to outward reinsurance. The remaining
settlements were included as part of the best estimate of liabilities or amounts due for reinsurance.
Increase of risk for Type 1 exposures is connected with increase of ING and Citi bank deposits.
Decrease of risk for Type 2 exposures is connected with reduction of receivables from subsidiary
holdings.

E.2.9 Intangible asset risk
This is not applicable for the Undertaking.
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E.2.10 Loss absorbing capacity of technical provisions and deferred tax asset
The Undertaking has used a modular approach to estimate the loss absorbing capacity of technical provisions and deferred tax.
The loss absorbing capacity of technical provisions is subject to a maximum of the total future discretionary benefits. The following table summarises in
thousands PLN the total discretionary benefits and the corresponding loss absorbing capacity of technical provisions and deferred tax:
31.12.2021

Future
Discretionary
Benefit
122,203

31.12.2020

Loss Absorbing
Capacity of
Technical
Provisions Loss Absorbing Total = Min(FDB,
Modular
Capacity of
LACOTP) +
approach
Deferred Tax
LACODT
(2,479)

(69,121)

(71,600)

Future
Discretionary
Benefit
104,253

Loss Absorbing
Capacity of
Technical
Provisions Loss Absorbing Total = Min(FDB,
Modular
Capacity of
LACOTP) +
approach
Deferred Tax
LACODT
(1,921)

(45,888)

(47,809)

The Loss-Absorbing Capacity of Deferred Tax (LACDT) for Poland is PLN 68,537k at 31st December 2021. LACDT is calculated in line with the EOIPA
guidelines and is capped based on the drop in Deferred Tax Liability between the Base and Stress case cash flows, calculated using the Present Value of
Future Profits (PVFP).
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E.2.11 Operational risk
Data in table below is presented in PLN thousands.
Operational risk
Operational risk SCR

31.12.2021

31.12.2020

25,889

30,063

The capital requirement for operational risk is calculated in accordance with the requirements of the
Standard Formula.
The main reason for the decrease in operational risk is the decrease in the premium earned for 12
months from life insurance.

E.2.12 Treatment of participating business
Treatment of participating business is described in section D.2.3.12. SCR calculation follows standard
formula requirements.
The Undertaking does not have ring-fenced funds.

E.2.13 Risk mitigation techniques and future management actions
Treatment of risk mitigation techniques
Risk mitigating techniques are not used in SCR calculation
Treatment of future management actions
Except for investment policy, the Undertaking has not allowed for future management actions in the
SCR calculation.

E.2.14 Simplifications
The simplification methods adopted have taken into account the nature, scale and complexity of the
risks, and ensured that the estimation error is immaterial.
In general, most of the simplifications used in the SCR are naturally inherited from simplifications used
in the BEL calculations. The simplifications can be grouped in several categories:
1. Simplifications applied in best estimate assumptions. They typically include compromises on
granularity by products, distribution channels, policy years and other factors, which are
considered not sensitive in a given segment of insurance portfolio. Also, certain effects like
dynamic lapses or mortality trends may be neglected as not material.
2. Model or process simplifications. They are mostly interconnected with the previous point
through assumed methods of modeling. An example which does not fall in this category is
TVOG, which is recalculated annually, based on drivers and is not subject to shocks.
3. Model limitations typically linked with delays of implementing changes or new products. In
these cases high level corrections are applied to BEL, however they are mostly not subject to
shocks and thus are not accounted for in evaluation of SCR.
4. Limitations of data, which are compensated by appropriate adjustments, typically by using the
accounting reserves or by extrapolating BEL from similar segments of business.
5. A simplification specific to SCR is only partial application of the look through approach in
market risk module. Whenever the look through approach is not applied, equities type 2 are
assumed.
Impact of these simplifications is assessed non-material.
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E.3 Use of the duration-based equity risk sub-module in the calculation of the
Solvency Capital Requirement
This is not applicable to the Undertaking.

E.4 Differences between the standard formula and any internal model used
This is not applicable to the Undertaking.

E.5 Non-compliance with the Minimum Capital Requirement and noncompliance with the Solvency Capital Requirement
The Undertaking has had Own Funds in excess of both the SCR and MCR requirements over the
reporting year. During 2021 and on December 31, 2021 company satisfied solvency capital
requirements and minimum capital requirements.

E.6 Any other information
According to the regulator's guidelines regarding treatment of future payments of tax on assets, own
funds admissible to cover SCR are reduced by present value of asset tax payments in next 12
months.
Estimated present value of all future asset tax payments is higher by about 99 million PLN than the
present value of asset tax payments in the next 12 months. Should the present value of all future tax
payments reduce the admissible own funds the SCR ratio would amount to 283% compared to 311%
as reported according to the regulatory recommendation.
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Glossary of Terms
ALM

Asset Liability Management

A&H

Accident and health

BCP
BEL
bps
BSCR
B2B
CF
CNP
CRA
DAC
EIB
EIOPA
ES
F2F
GA
HW2F
IMF
PIBR

LACTP
LOB
MCR

Business Continuity Plan
Best Estimate Liability
Basis points
Basic Solvency Capital Requirement
Business-to-business
Cash Flow
The CNP Santander Insurance
Credit Rate Adjustment
Deferred Acquisition Costs
Excess Interest Benefit
The European Regulatory Authority
Economic Senario
Face-to-face
General Account
Hull-white Two-Factor
The International Monetary Fund
The Polish Chamber of Certified Auditors
Komisja Nadzoru Finansowego, the Polish Financial Supervision
Authority
Loss Absorbing Capacity of Technical Provisions
Line of business
Minimum Capital Requirement

MetLife TUnZiR S.A.

MetLife Towarzystwo Ubezpieczeń na Życie i Reasekuracji Spółka
Akcyjna

PLN
PMC
Polish GAAP
PV01
Regulator, KNF
RF
SCR
SF
SLA
SLT

Polish zloty (reporting currency of the Undertaking)
Product Management Committee
Accounting Principles Generally Accepted in Poland Accounting
specified in Act dated September 29, 1994 (unified text - Journal of
Laws
item
217of
from
2021
withpoint
later amendments)
Present
value
an 01
basis
Komisja Nadzoru Finansowego
Risk Free
Solvency Capital Requirement
Standard Formula
Service Level Agreement
Health insurance that is pursued on a similar technical basis to that
of life insurance

S&P

The Standard & Poor&apos;s

TVOG
UFR

Time value of option and garrantice
Ultimate forward rate

MetLife TUnZiR S.A., MetLife,
Company

MetLife TUnZiR S.A.

VUL

Variable Universal Life

KNF
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Act

Act of 11 September 2015 on insurance and reinsurance activities
Journal of Laws from 2021, item 1130

Delegated Regulation

Commission Delegated Regulation (EU) 2015/35 of 10 October
2014 supplementing Directive 2009/138/EC of the European
Parliament and of the Council on the taking-up and pursuit of the
business of Insurance and Reinsurance (Solvency II) Text with EEA
relevance

Implementing Regulation

Commission Implementing Regulation (EU) 2015/2452 of 2
December 2015 laying down implementing technical standards with
regard to the procedures, formats and templates of the solvency
and financial condition report in accordance with Directive
2009/138/EC of the European Parliament and of the Council

Guidelines

Final Report on public consultation No. 14/047, Guidelines on
reporting and public disclosure (EIOPABoS - 15/109)

Economic balance

List of assets and liabilities measured in accordance with the
requirements of the Directive Solvency II

Regulation Solvency II

European Commission Directive 2009/138/EC on the taking-up and
pursuit of the business of Insurance and Reinsurance (Solvency II)

IASC 16

International Financial Reporting Standard No. 16 in the field of
Leasing (Journal of Laws EU.L.2017.291 / 1)

ORSA

Own Risk and Solvency Assessment

AW

Internal Audit Department

FS

Standard formula

NFRA

The process of self-assessment of risk

SOX

Specific Tests of Controls for Sarbanes Oxley

GUS

Central Statistical Office

WHO

World Health Organization

BSCR

Basic Solvency Capital Requirement

SCR

Solvency Capital Requirement

LACDT

Loss absorbing capacity of deferred taxes

Appendix
Public QRTs
Attached below are the Undertaking's public QRTs.
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(signed electronically on the Polish original)
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______________________________________________
Justyna Dymek – Member of the Board
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______________________________________________
Magdalena Brzozowska-Tomczyk – Member of the Board
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