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Glossary of Terms 
AC  Audit Committee 

ACC  Accident insurance 

AF  Actuarial function 

ALM  Asset and Liability Management 

BCM  Business Continuity Management 

BoD  Board of Directors 

BSCR  Basic Solvency Capital Requirement 

CEO  Chief Executive Officer 

CF  Compliance function 

CFO  Chief Financial Officer 

CHF  Swiss Francs 

CIO  Chief Insurance Officer 

CLCO  Chief Legal & Compliance Officer 

Company wefox Insurance AG 

COO  Chief Operating Officer 

CPO  Chief Product Officer 

CRO  Chief Risk Officer 

CTO  Chief Technology Officer 

EIOPA  European Insurance and Occupational Pensions Authority 

EM  Executive Management 

ERM  Enterprise Risk Management 

EU  European Union 

EUR  Euro 

FMA  Financial Market Authority, Liechtenstein 

FV  Financial loss insurance 

FX  Foreign Exchange 

GC  General Counsel 

GDPR  General Data Protection Regulation 

IA  Internal Audit function 

IAM   Identity and Access Management and Privileged Access Management 

ICS  Internal Control System 

ISA  Insurance Supervision Act 

ISO  Insurance Supervision Ordinance 

KFZ  Motor physical damage & liability 

KKA  Short-term absence insurance 

LLB  Liechtensteinische Landesbank 

MC   Management Committee 

MCBS  Market Consistent Balance Sheet 

MCR  Minimum Capital Requirement 

OGC  Outsourcing Governance Committee 

ORSA  Own Risk and Solvency Assessment 

PAC  Product Approval Committee 

PAM  Privileged Access Management 
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PHV  Private Liability insurance 

PGR  Personal and Company Law 

PLN  Polish zloty 

QRT   Quantitative Reporting Template 

RSR  Regulatory Supervisory Report 

RC  Reserving Committee 

RM  Risk Management function 

SCR  Solvency Capital Requirement 

SFCR  Solvency and Financial Condition Report 

VAT   Value added Tax 

VHV  Property insurance 
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Executive Summary 

This document represents the Solvency and Financial Condition Report of wefox Insurance AG: 

● wefox Insurance AG (the “Company”) is an insurance company based in Liechtenstein (stock 

corporation pursuant to Art. 14, ISA). The Company was founded on 23.01.2018 and received 

the corresponding insurance license from the Financial Market Authority of the Principality of 

Liechtenstein at the beginning of February 2018. The purpose of the Company is the sale of 

insurance products. In 2022 gross written premiums amounted to EUR 195.9 Mio., of which 

EUR 2.4 Mio. was property, EUR 1.8 Mio. private liability, EUR 62.1 Mio. motor insurance and 

EUR 127.7 Mio. short-term absence insurance.  

● Chapter A Business and Performance describes the business model, the strategy, the financial 

performance, and the performance of individual products.  

● As stated in Chapter B Corporate Governance, wefox has built an effective organizational 

structure and risk management system, reflecting the FMA’s requirements and the Solvency 

II Directives, with clearly defined responsibilities. Central elements Corporate Governance are 

the control environment consisting of an Internal Control System, a holistic Risk Management 

and employee awareness. 

● The main governance bodies are the Board of Directors, the Executive Management, and key 

functions such as the Risk Management function, the Compliance function, the Internal Audit 

function, and the Actuarial function. 

● The Company takes a holistic risk management approach with the aim of identifying potential 

risks, threats and opportunities at an early stage and reducing, avoiding, accepting, and 

sharing them as part of its risk strategy. Based on the Plan-Do-Check-Act principle, risk 

assessments are carried out and risks are actively identified and controlled. The ORSA process 

plays a central role here as a link between risk management and business strategy. 

● The risks to which the Company is exposed are mentioned in Chapter C Risk Profile. These are 

underwriting risks, market risk, credit risk, liquidity risk, operational risks, and other material 

risks. The major risks are underwriting risks (Premium & Reserve risk, Catastrophe risk), 

market risks (currency risk and interest rate risk), as well as credit risk, and operational risks.  

● Accordingly, the required Solvency Capital was calculated based on the standard formula 

under the Solvency II Directives. 

● In Chapter D Valuation for Solvency Purposes the assets and liabilities of wefox Insurance AG 

are evaluated and compared in accordance with the Solvency II Directives as well as statutory 

provisions of PGR and the ISO.  

● The SCR and MCR are set out in Chapter E Capital Management. In the solvency balance sheet 

as of 31.12.2022, wefox reports eligible own funds of EUR 16.0 Mio., which consists of Tier 1 

capital and Tier 2 capital. The SCR amounts to EUR 10.3 Mio. the MCR is EUR 4.6 Mio. 

● As of 31.12.2021, the SRC ratio was 156% and the MCR ratio was 238%. During the reporting 

period, both rates have always been above the regulatory minimum required 100%. 
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Information on the SFCR 

a. Requirements for the SFCR: 

Solvency II became effective on 01.01.2016 for all insurance companies regulated in the 

European Union. The aim of Solvency II is to provide a risk-based approach to calculating and 

monitoring the required levels of capital for insurance companies. Solvency II also introduced 

a requirement for insurance companies to produce a publicly available SFCR to assist 

customers and other stakeholders in understanding the types of business written, how the 

business is managed and the overall financial condition of the Company, including the 

regulatory capital coverage. 

 

For insurance companies the SFCR is produced in accordance with the Article 290 to 303 of 

Commission Delegated Regulation (EU) 2015/35 and the EIOPA guidelines on reporting and 

public disclosure (B05-15-109) 

 

Included in the Annexes to this report are those QRT for the year ended 31.12.2021, required 

according to Article 5 of Commission implementing Regulation (EU) 2015/2452.  

 

b. Note on auditability: 

The following QRT’s were audited by PricewaterhouseCoopers: 

● Balance Sheet (S.02.01.01.01) 

 

c. Note on materiality: 

Information disclosed is considered as material if its omission or misstatement could influence 

the decision-making or the judgment of the users of the document. 

 

d. Approval of the SFCR: 

The report was reviewed and approved by the BoD and the EM on 11.04.2023. 
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A. Business and Performance  

A.1  Business 

wefox Insurance AG is an insurance company based in Liechtenstein (stock corporation pursuant to 

Art. 14, ISA). The purpose of the Company is the sale of insurance. wefox Insurance AG was founded 

on 23.01.2018 and received the insurance licenses from the FMA of the Principality of Liechtenstein 

at the beginning of February 2018.  

 

Since inception wefox Insurance holds the authorization from FMA for the insurance branches 8 and 

9 ("fire and elemental damage as well as other property damage") and branch 13 ("general liability") 

in accordance with Annex 1 to the ISA. This authorization applies to the target market Germany.  

 

FMA approved wefox Insurance’s additional license requests for the branches 1 (accident and 

passenger transportation), 3 (motor collision damage insurance), 7 (transport goods), 10 (motor third 

party liability), 16 (financial losses), 18 (assistance) in October 2019 followed by 2 (illness) in 

September 2021.  

   

In 2020 FMA authorized wefox Insurance AG to expand the activities to Switzerland and in January 

2021 to Poland and Italy.  

 

a. Company name, domicile  

Name and legal form of wefox Insurance AG: 

wefox Insurance AG, Aeulestrasse 56, LI-9490 Vaduz, Liechtenstein. 

 

b. Regulator  

Wefox Insurance AG is supervised by the FMA in Liechtenstein: 

Financial Market Authority Liechtenstein, Landstrasse 109, LI-9490 Vaduz, Liechtenstein. 

 

c. External Auditors  

PricewaterhouseCoopers Ltd. are wefox Insurance AG appointed auditors: 

PricewaterhouseCoopers Ltd., Birchstrasse 160, CH-8050 Zürich, Switzerland. 

 

d. Ownership structure 

The shares of wefox are held 90% by wefox Holding FL Ltd. and 10% by a qualified investor. wefox 

Holding FL Ltd. is held by wefox Holding AG, a company established in Switzerland.  

 

e. Group structure 

wefox Insurance AG is part of wefox Holding FL AG, respectively the wefox Holding AG. wefox Holding 

AG, based in Zurich, was founded in 2014 as a broker of insurance solutions for private and individual 

customers. wefox Holding AG’s strategy is to sell insurance through digitally enabled proprietary 

advisors as well as through brokers, while significantly improving the processes and services for the 

customer.  
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f. Business activities by division and country 

In 2022, wefox Insurance AG extended its activities to the Italian market. The products sold were 

assistance, accident, E-bike, homeowners, motor hull and liability, property, private liability and short-

term absence insurance through brokers.  

 

g. Subsequent events  

None. 

 



 

9 
Solvency & Financial Condition Report (SFCR) wefox Insurance AG  
 

A.2  Underwriting Performance  

This chapter describes the insurance results by lines of business and markets for the last two 

financial years:  

 

Underwriting performance by lines of business 

 

2021

 
 

2022 

 
 

General 

● Gross Written Premiums for the year 2022 amount to EUR 195.9      Mio. (2021: EUR 45.5 Mio.). 

The new Short-term absence (EUR 127.7 Mio. – 65%) and Motor (EUR 62.1 Mio. – 32%) are the 

main contributors to the top line.  

● Net earned premiums for the year amount to EUR 90.5 Mio. and are well above plan. The main 

drivers are short-term absence (EUR 83.0 Mio.), which is not reinsured, and Motor (EUR 6.7 Mio.).  

● The loss ratio for the financial year 2022 is 94% - gross (2021: 115%) and 85% - net (2021: 139%), 

respectively. The financial year loss ratio reflects the business of the current underwriting year 

including any run-off results from previous underwriting and accident years. The price 

adjustments for Motor insurance in Germany from 2021 and the premium adjustment for short-

term absence insurance during 2022 had significant impact, stabilized and reduced the loss ratio. 

The large gap in 2021 between gross vs. net was due to the initial set up of an equalization 

provision.  

● wefox Insurance AG face significant adverse loss developments in the financial year loss ratio of 

2022. From the gross loss ratio of 115%, 11% were contributed from prior years. 
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● In 2022 the quota share agreements contain a loss corridor. A loss corridor is a mechanism in a 

proportional loss agreement that requires the ceding insurer to be responsible for a certain 

amount of ultimate net loss above the company's designated retention and below the designated 

reinsurance limit, and which would otherwise be reimbursed. The loss corridor for the agreement 

covering Germany and Switzerland is at 4.5% in excess of 95% loss ratio and the one for Italy at 

38.5% in excess of 95.5% loss ratio. As a result, the net loss ratios may differ significantly from the 

gross loss ratios. 

● The net loss ratio is significantly influenced by the increase of the quota share from 60% to 80%. 

As a result of the increase, only 20% net earned premiums, whereas 40% of the runoff losses 

incurred from prior years, were reported in the financial year 2022.  

 

Accident 

GWP from Accident amounted to EUR 0.7 Mio.. The business is growing at a profitable level. The loss 

ratio is at 31%. Due to the short experience the loss ratio is heavily influenced by the setting of the 

IBNR. All business originates from Switzerland and Poland.  

 

Assistance 

GWP from Assistance amounted to EUR 1.1 Mio.. The loss ratio is at 84%. Due to the short experience 

the loss ratio is influenced by the IBNR. The business originates from Switzerland, Italy, and Poland.  

 

Motor 

The motor business consists of motor hull and third party liability. The GWP amounted to EUR 18.1 

Mio. from hull at a loss ratio of 172% and EUR 44.0 Mio. from third party liability at a loss ratio of 

102%. In late 2021 wefox increased prices, which shows a first result. However, the financial year loss 

ratio is still heavily impacted by adverse loss development from prior years. 

 

Property 

GWP amounted to EUR 2.4 Mio. at a loss ratio of 89%. Due to the small portfolio a few large claims 

had a significant impact on the loss ratio. With new products wefox Insurance AG expects to grow 

profitable. 

 

General Liability 

GWP amounted to EUR 1.8 Mio. at a loss ratio of 74%. Due to the small portfolio a single large loss 

had a major impact on the loss ratio.  

 

Financial loss 

GWP from Financial loss amounted to EUR 0.2 Mio.. However, due to new products (E-bike) we expect 

a future profitable growth of the business. The portfolio is still loss-free and the reported loss ratio of 

44% is impacted by the setting of IBNR. 

 

Short-term absence 

Short-term absence is a fast-growing product offered in Switzerland. The gross written premiums 

amounted to EUR 127.7 Mio. at a loss ratio of 80%. 
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Underwriting performance split by country 

 

 
 

Result excluding equalization provision as these are not split by country 

 

In 2021 wefox Insurance AG activities were limited to Germany, Switzerland and Poland. In November 

2021 the Company was licensed for the Italian market. In 2022 the Company extended its activities to 

the Italian market.  

 

Outlook 

2022 has been a decisive year for the Company. wefox Insurance AG has sharpened its risk appetite 

and performed a comprehensive review of all tariffs with a view to significant enhance profitability. 

Target remediation action plans for each country and line of business with granularity on portfolio 

level have been put in place and are being executed throughout 2023 to sustainably reduce loss ratios. 

In addition, the Company has reassessed      its cost structure and it is amplifying technical and 

operational excellence efforts with a particular focus on loss management (e.g. fraud prevention and 

detection; management of repair networks) and further process automation in policy administration 

and claims. In the context of the measures adopted, wefox Insurance AG is on path to breaking even 

in a short timeframe, with material improvements becoming visible in 2023 already.    

                           

A.3 Investment Performance 

In 2021, the Company started to grant broker loans with a duration of five years and an interest rate 

of 5%. A value adjustment of 10% of the nominal value is made up front as a default reserve. Due to 

the changed economic      situation (no negative interests, inflation), wefox Insurance AG decided to 

build up a conservative investment portfolio matching assets and liabilities including currency 

exposures.  

 

A.4 Performance of other activities 

There were no other ordinary or extraordinary activities. 

 

A.5 Any other information 

All relevant information and business results were reported in the previous subchapters.      
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B. System of Governance 

B.1  General Information on the system of governance  

Solvency II requires insurance and reinsurance undertakings to establish an effective corporate 

governance that ensures sound and prudent management of the business and is appropriate to the 

nature, scale, and complexity of the business. 

 

Wefox's corporate governance has an appropriate and transparent organizational structure with a 

clear allocation and appropriate separation of responsibilities. In addition, Corporate Governance 

ensures an effective and efficient transmission of information. 

 

An important part of wefox’s Corporate Governance are policies and guidelines. Further essential 

components are the ICS, the risk management as well as training and risk awareness activities.  

 

The responsibility for setting up, designing and operating risk management lies with the BoD. This also 

includes the definition of the risk strategy and the risk appetite as well as the execution of the risk 

management process to identify and manage risks. 

 

a. Primary responsibilities of corporate bodies 

Board of Directors 

The BoD has the following non-transferable responsibilities and tasks that cannot be delegated: 

● Approve the corporate objectives and set the strategy to achieve them. 

● Ensure that the Company conducts its affairs in an ethical, legal, and responsible manner. 

● Set the organizational structure. 

● Set and monitor an adequate and effective internal control framework including RM, AF, CF, IA 

as well as an appropriate accounting and financial reporting framework. 

● Set and oversee policies on key areas such as: risk, reserving, compliance, internal audit, 

outsourcing, ‘fit and proper’, business continuity, staff remuneration and accounting. 

● Set risk appetite and overall risk tolerance limits. 

● Set and overseas the strategy for the management of material risks including liquidity risk. 

● Approve material changes to the internal model. 

 

The following MC have been established to support the BoD: 

● The Audit Committee provides oversight of the financial reporting process, the audit process, 

the Company's ICS and compliance with laws and regulations. 

 

Executive Management  

Wefox's EM has the following responsibilities: 

● Manage the business, the resources, the logistics and the risks and ensure compliance.  

● Adopt methods, procedures, tasks, and responsibilities. 

 

The following MC have been established to assist and support the CEO and CFO: 

● The Product Approval Committee determines insurance coverage, pricing, target customer 

segment, risk exposure, and product specifics before new products or tariffs updates are 

implemented.  
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● The Reserving Committee assists the CEO, CFO and AF in managing, controlling, overseeing, 

and coordinating reserving activities. 

● The Outsourcing Governance Committee monitors potential outsourcing risks and decides 

on necessary measures. 

 

Key functions 

In accordance with the applicable legal regulations, Solvency II and the ISA, the corporate 

governance of wefox Insurance AG includes the following key functions:  

● The Risk Management function is responsible for facilitating the implementation and 

effective operation of the ERM framework, reporting on risk exposures, and making 

recommendations to the BoD on risk appetite and other risk management matters. 

● The Compliance function is responsible for promoting an ethics-based culture, delivering 

compliance solutions, and providing assurance. Among other things, the Compliance function 

advises the BoD on compliance with laws and regulations, assesses the impact of changes in 

the external legal environment and assesses the adequacy of measures taken to prevent non-

compliance.  

● The Actuarial function is responsible for carrying out the actuarial activities including the 

provision of regular reports to the BoD on the valuation of technical provisions.   

● The Internal Audit function is responsible for providing independent and objective assurance 

to the BoD on the adequacy and effectiveness of risk management, internal control, and 

governance processes. Currently the IA is outsourced to ACONS.  

 

Each of the functions RM, CF, AF, and IA reports to and has access to the BoD independent of their 

own management reporting line and has the right to receive all relevant information to perform 

their respective role.  

 

b. Changes and adjustments in the system of governance 

In the course of 2021 the CEO, the CFO and the COO resigned, and the CEO was replaced by Peter 

Huber as CEO.  

 

c. Remuneration policy and practices 

Although wefox Group does not have an approved written remuneration policy.  

 

i. Principles of remuneration policy 

The Company has a strong strategy to ensure a balance between market benchmarks, legal and 

regulatory requirements. The basic principles include:  

● Internal fairness includes fair remuneration of employees within a department based on the 

respective activity and individual characteristics. 

● External competitiveness is reviewed against external salary benchmarks to ensure that 

remuneration packages help attract, motivate, and retain appropriately qualified employees 

for the Company in the long-term.  

● Compensation packages must also be economically sustainable by matching and ensuring the 

personnel budget and controls over personnel expenditures. Wefox Insurance AG's business 

strategy and long-term strategic plans are key factors in structuring and regularly reviewing 
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pay packages. The contribution of individuals and teams to wefox's success is integrated into 

the compensation packages through a performance related compensation component. 

 

ii. Individual and collective performance criteria 

● Fixed remuneration: The basic annual salary is the fixed remuneration component, which 

consists of the responsibility, complexity and hierarchy level of the position and individual 

characteristics such as experience, skills, talent, and potential and external benchmarks. 

● Variable remuneration: Selected employees receive a variable remuneration such as annual 

bonus and short-term bonus. As a long-term variable compensation component there is a 

share-based compensation agreement with an agreed cash compensation (Employee Stock 

Option Plan -> Phantom Stock Agreement). This remuneration component is granted to both 

key functionaries and employees who have been employed by wefox for at least 2 years. 

 

iii. Supplementary pension or early retirement schemes 

The management of wefox Insurance AG has entered into a contractual agreement with the LLB 

Pension Foundation, which provides pension rights, disability insurance and survivors' benefits. 

The old age pension is usually due for payment at the age of 65. The pension entitlement is 

reduced in the event of early retirement, whereby the pension can only be paid out from the age 

of 60. In the case of disability pension and survivors' benefits, basic amounts are provided as a 

minimum pension. 

 

d. Material transactions  

There were no significant extraordinary transactions during the reporting period. 

 

B.2  Fit and proper requirements 

The holders of key functions play an essential role in the Corporate Governance of wefox Insurance 

AG. Their professional qualifications ("fitness") and their personal integrity ("properness") are 

fundamental prerequisites for business operations and are of great importance.  

 

The detailed Fit & Proper requirements are dealt with in a guideline. This policy serves as a guidance 

of the legal and regulatory requirements for the professional qualifications and personal integrity of 

the members of the BoD, the EM, and the holders of key functions. 

 

The first assessment of professional and personal qualifications is made at the time of recruitment or 

at the time when the person is to take on the relevant tasks. Subsequent assessments are carried out 

at least once a year. In detail, this means: 

 

a. Requirements concerning skills, knowledge and expertise 

Professional competence requires professional qualifications, knowledge, and experience, which 

ensure a solid and prudent management of the Company. This requires adequate theoretical and 

practical knowledge of insurance business and, in the case of management tasks, adequate 

management experience. 
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b. Process for assessing the fitness and the propriety of the persons 

The assessment of the professional qualification does not only relate to the examination of applicants 

at the time of recruitment, but also includes further professional training as required, so that (senior) 

employees can increase or adapt to steadily changing requirements in relation to their responsibilities. 

 

The holders of the following key functions are covered by the Fit & Proper requirements: 

 

 
 

B.3  Risk management system including the own risk and solvency assessment 

1. Risk management system 

a. Description of the risk management system 

Risks are continuously identified, measured, managed, monitored, and reported. wefox Insurance AG 

uses different approaches such as the risk assessment methodology for identifying individual risks on 

company level and for major projects. Operational risks are identified and managed within the ICS. 

Both approaches use measuring through probability and severity rating and the results are captured 

in the risk tools. This allows consolidated analysis and reporting. The main risks are managed through 

action plans, which are regularly monitored through risk management. Regular monitoring of the 

identified risks is happening through updates of risk assessments or confirmation of the risks and 

controls. Risk management reports quarterly on the current risk profile and major risks assessments 

to the BoD and EM. 

 

b. Objectives of the risk management system 

● Protect wefox’s earning, capital and reputation: 

o Help business to identify, assess and manage risks, 

o Only taking risks within risk appetite and tolerance. 

● Efficiently deploying capital based on the risk-reward trade-off: 

o Support decision making process by providing consistent, reliable, and timely risk 

information, 

o Establish a digital and interconnected risk management, where every employee is a 

risk manager, 

o Strong ICS, BCM and Loss Event management. 

● Promote a positive culture of risk awareness and disciplined and informed risk taking! 

o Integrate risk management into the decision-making process and the Company’s 

values, 

o Providing consistent, reliable, and timely risk information, 
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o Enhance self-service risk management functionalities. 

 

Risk Management defines the necessary risk management standards and respective processes for all 

areas of wefox, supporting both employees and management in the implementation and enforcement 

thereof. 

 

c. Risk governance           

wefox Insurance AG uses the three lines of defense approach to define and embed the risk 

governance. The structure forms the basis for the effective separation of duties between the business 

who takes risks, mitigates them on the first level and the second line that independently performs risk 

controls. 

 

The three lines of defense: 

1. Business takes risks and is responsible for day-to-day risk management.  

2. The risk management function oversees the overall risk management framework, and 

helps manage risks by advising, supporting, and monitoring the first line. In addition, the 

compliance and actuarial function help the business manage and control specific types 

of risks. 

3. The Internal Audit Function provides independent assurance regarding the effectiveness 

of the risk management framework and controls. 

 

Chief Risk Officer 

From a line management perspective, the Chief Risk Officer (CRO) reports to the Chief Executive 

Officer. 

The CRO is also the Risk Management Function and as a key function holder has following tasks: 

● Oversees the enterprise risk management framework by assisting the administrative, 

management or supervisory body and other functions in the effective operation of the risk 

management system, 

● Supports and advises Top Management to take risk aware decisions, 

● Monitors the risk management system, 

● Monitors the general risk profile, and 

● Is responsible for reporting on risk exposures and advising the BoD and Executive Committee 

on risk management matters, including in relation to strategic affairs such as corporate 

strategy, mergers and acquisitions and major projects and investments. 

 

Board of Directors 

The BoD establishes guidelines for overall business directives including the Risk Management 

Directive. The BoD reviews the risk management process by: 

● Overseeing the risk appetite and tolerance, including 

o Agreed limits, 

o Aggregation of agreed limits, 

o Measures of adherence to the agreed risk capacity, 

o Risk appetite and tolerance in relation to its capital level. 

● Overseeing the enterprise risk management framework, including 



 

17 
Solvency & Financial Condition Report (SFCR) wefox Insurance AG  
 

o Risk management directives and their implementation, 

o Risk management strategy and risk tolerance for most significant risk-taking activities, 

o Monitoring risks, 

o Reviewing the methodology for risk measurements and adherence to the risk 

tolerance and limits. 

● Overseeing the impact of risks and regulatory capital requirements. 

 

Management Level (“Executive Committee”) 

The Chief Executive Officer (CEO) and under the CEO’s supervision, the Executive Committee are 

responsible for dealing with strategic, financial, business and risk issues including ensuring adherence 

and further development of the Risk Directive. 

 

Employees and first line managers 

All employees are responsible for risk management day-to-day within the scope of their duties. This 

includes: 

● Following core values and principles of the company, 

● Adhering to the Risk Management Directive and other policies and guidelines relevant for 

their tasks, 

● Cooperating with the 2nd and 3rd line functions. 

First line management is responsible for ensuring that the staff is aware of the guidelines, risk policies 

and directives relevant for their areas of responsibility. 

 
d. Risk management lifecycle 

The risk management lifecycle is a virtuous cycle which encompasses the different steps of risk 

management through risk identification to the risk monitoring. The objective is to adapt and guide the 

actions of risk management according to the step in which the risk resides. 

 

Identify 

The risks are identified based on wefox ERM taxonomy in order to allow for 360 degree risk coverage. 

On the one hand, within the risk assessment exercise the main risks of the company are defined; on 

the other hand, each process owner is expected to identify risks to their business objectives within 

ICS, leveraging risk management support. 

 

Assess 

wefox assesses risks systematically through its Risk Assessment Methodology (RAM), offering a 

consistent, systematic and disciplined approach to risk assessments across the company. The RAM is 

a key component of wefox ERM framework complementing the solvency assessment and other 

quantitative risk analyses for specific risk types. Identified risks are assessed on the basis of probability 

and severity, and are categorized in the central risk inventory. This assessment methodology ensures 

that the two dimensions, the extent of the expected damage and the expected probability of 

occurrence of a damage event, are appropriately collected, related, and evaluated.  
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Manage 

The main risks are getting more focus and action plans are defined to mitigate those risks, which are 

reviewed and monitored by the risk management. Risk owners are expected to understand and 

manage each risk to drive risks to acceptable levels.  

wefox Internal Control System provides a suite of standard controls for all the material control areas. 

 

Monitor 

Risk Management central database enables the logging and monitoring of risks, controls, actions and 

policy adherence. The assessments of the identified risks are updated quarterly by the risk owners. 

New risks can be added to the risk inventory on an ad-hoc basis after approval from the Risk 

Management Function. 

Risk Appetite limits are regularly monitored. 

 

2. Own risk and solvency assessment 
a. Description of the process 

wefox defines an ORSA process as the entirety of the processes and procedures employed to identify, 

assess, monitor, manage and report the short- and long-term risks wefox faces. The cornerstones of an 

ORSA are summarized as follows: 

● conducting risk assessment, 

● analysis of the capital required under Solvency II for the current period,      

● forecasting the capital required under Solvency II for the upcoming years, and 

● control whether the standard formula is appropriate enough to calculate the SCR of the 

company. 

      

b. Frequency of the ORSA process 

The ORSA report is regularly prepared once a year to summarize wefox Insurance AG’s risk and solvency 

assessments at a point in time. Regular reporting on risk and solvency is happening throughout the 

year. The BoD oversees the ORSA process and owns and approves the report. 

 

c. Determination of the ORSA process 

The ORSA process is an integral component of the company’s risk management framework and is  

documented within its risk policy and directive, which are separate standalone documents. The ORSA 

process outlines the individual steps that need to be undertaken by management to carry out an own 

risk and solvency assessment and articulate the necessary risk performance information to the BoD. 

 

wefox Insurance AG uses the ORSA process:   

● to understand all the risks the Company is exposed to and define measures to resolve them, 

● to provide BoD and EM information on risks and solvency to support decision making, 

● as an integral part of the strategy and capital planning process, 

● to provide the regulator consistent insight into wefox’s risk and solvency position. 

 

B.4       Internal control system 

a. Description of the internal control system 

wefox Insurance AG has implemented a comprehensive Internal Control System (ICS) that covers 

process-based operational risks with controls. Following the three lines of defense approach business 
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owns the processes, related risks and controls and regularly confirms the execution of controls and 

effectiveness of the ICS. Risk management provides the ICS methodology and tool, including the 

central storage of the risks and controls, monitors the ICS effectiveness by testing the controls. The 

overall status and effectiveness of the ICS is regularly reported to the Board of Directors and Executive 

Management. 

 

The ICS is an essential part of the wefox control environment and helps to effectively manage risks 

and opportunities. wefox has outlined and formally defined the ICS in the Risk Policy and Risk 

Directives, which are separate standalone documents. 

 

b. Compliance function 

The CF is a key function in Solvency II and is required to meet special professional and personal 

requirements in accordance with the guideline “Fit & Proper”. The CF at wefox includes the following 

activities and responsibilities: 

● to develop a compliance program and plan, and uniform minimum standards for a compliance 

organization. 

● to implement compliance requirements and regulations and to ensure the availability and 

correctness of internal instructions. 

● to advise the company bodies on the applicable laws, regulations and to conduct employee 

training. 

● to report annually to the BoD and the EM. 

● to advise on the introduction of new products, projects, and services. 

 

B.5  Internal audit function 

a. Description of the Internal audit function  

The IA provides independent and objective assurance and advisory services aimed at creating added 

value and improving the organization and business processes. It supports the BoD and EM in 

achieving the organization’s goals by using a systematic and targeted audit approach to evaluate and 

improve the effectiveness of the risk management, compliance, internal control, and governance 

processes. Its tasks, competencies and responsibilities are set in the Internal Audit Charter. 

 

IA prepares a rolling annual plan coordinated with EM and submitted to the BoD for approval. The 

prioritization of the audit areas is based on a risk-based approach. For each audit area, the specific 

objectives and audit actions are defined. After completion of audit fieldwork, an audit report on the 

results is presented to the BoD. In addition, an activity report is issued annually. 

 

b. Independence of Internal Audit 

The IA reports directly to the BoD and is coordinated administratively by the outsourcing 

responsible. It has defined auditing, reporting and documentation duties, is not subject to 

management instructions in the exercise of its mandate and has unrestricted rights of information, 

access, and inspection. Consequently, it can perform its duties in a fully unlimited, objective, and 

independent manner. 
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B.6 Actuarial function 

The AF (key function according to Solvency II with special requirements for professional and personal 

qualifications) together with the RM and the CF forms the second line of defense. The AF coordinates 

the validation of the calculation of technical provisions, gives an opinion on the Company’s 

underwriting policy, the adequacy of the reinsurance arrangements and ensures the adequacy of the 

methods and the underlying models. The AF shall also inform the BoD, EM and other supervisory 

bodies of the reliability and adequacy of the calculation of technical provisions. In addition, the AF 

makes an important contribution to the effective implementation of the risk management system 

referred to in Article 446 (Solvency II Directives) with a view to the creation of risk models that can be 

used to calculate the risk capital requirements within the meaning of Chapter VI, Sections 4 and 5 (the 

Solvency II Directives), and the assessment referred to in Article 457 (the Solvency II Directives). 

 

B.7  Outsourcing 

Outsourcing refers to an arrangement by which a business capability that would otherwise be done 

by a unit or a function within the Company is, instead performed by a service provider. Wefox 

Insurance AG has outsourced critical functions, key functions, and other operational services in the 

context of (functional) outsourcing to intra-group companies or external specialists in the EU, the 

Principality of Liechtenstein and Switzerland. 

 

The outsourcing of functions and operational services are in compliance with wefox Insurance AG’s 

quality standards to ensure performance and reliability (BCM).  

 

The following principles also apply: 

● For each outsourcing of critical functions, key functions or operational services, there is a 

corresponding functional outsourcing agreement, which regulates the reasons, objectives, 

and mode of outsourcing and corresponding service level agreement. 

● Normal and critical functional outsourcing and the outsourcing of key functions needs 

approval from the FMA. 

● The compliance with the contractual agreements by the (functional) outsourcing partners 

ensured by means of the ICS. 

● Wefox Insurance AG has appointed an outsourcing officer for each (functional) outsourcing 

partner. 

● The same legal requirements also apply to outsourcing of critical functions and key functions 

as for internal service delivery (e.g., ensuring fit & proper requirements, loyalty, capital market 

compliance). 

 

B.8 Any other information 

Adequacy of the system of governance  

wefox Insurance AG’s responsible corporate bodies assess the current corporate governance. RM and 

CF are reliable, complete, effective, and appropriate in terms of the size, nature and complexity of the 

organization and business areas. All important and relevant information was disclosed in the previous 

sections. 
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Other material information regarding the system of governance 

The member of the BoD Tobias Sonndorfer resigned as of 31.12.2022. Furthermore, Matthias 

Eckermann terminated his employment contract with wefox Insurance AG with effect from 

30.04.2023.  
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C. Risk profile   

The risks faced by the company are typical of a non-life insurance company. These risks include 

underwriting risk, market risk, credit risk, liquidity risk, operational risk, reputation and strategic risk. 

The risk management framework is in place to monitor and mitigate these risks. 

 

The company carries out an ORSA process at least once a year. Within this process a risk assessment 

is conducted according to the Top-Down approach. The identified risks are documented in a 

Governance, Risk and Compliance tool and are categorized according to the risk categories defined in 

the Risk Policy. 

 

 
 

To make sure that wefox understands and rules its risks better, the EM defines as part of the ORSA 

process various scenarios which are quantified, their effect analyzed, and management actions for 

each scenario defined. This helps not only for the management but also for the operating units to be 

applicable when the defined triggers are breached. 

 
C.1  Underwriting risk 
Definition and importance for wefox 

The underwriting risk means the risk of loss or of adverse change in the value of insurance liabilities, 

due to inadequate pricing and provisioning assumptions. The risk is predominantly a result of the 

underlying product lines, claims patterns (frequency & severity), geographical exposure, and expense 

developments. 

 

wefox writes non-life business for retail customers in Germany, Switzerland, Poland, and Italy. The 

Company uses reinsurance to mitigate underwriting risks (e.g., excess of loss coverage). The core 

business in 2022 was short-term absence and motor. The coverage extends to continental Europe 

including the territories in the scope of the EU. The business mix consists further of liability, property, 

and short-term absence insurance. 

 

Underwriting risk, as identified for the application of the Solvency II standard formula, is as follows 
(no Life Underwriting risk): 
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Risk mitigation 

wefox uses standard tariffs and has very clear underwriting criteria to actively control the risks taken 

onto the balance sheet. To reduce the net risk, multiple quota share agreements are in place. In 

addition to the quota shares, there are various excess of loss covers to mitigate catastrophic risks as 

well as large individual losses. These agreements limit the maximum losses in possible catastrophe 

events depending on the products. (additional information on reinsurance can be found in chapter 

A.2)      

 

Before launching a product, all aspects are to be approved by the Product Approval Committee. The 

existing lines of businesses are monitored regularly in the actuarial department. The RC ensures that 

adequate and reasonable reserves are in place.  

 

Risk sensitivity  

The sensitivity of the Solvency II SCR ratio to an alignment of the best estimate loss ratios with the 

statutory loss ratios. The results of the sensitivity analysis are as follows:  

      

Indicator Value at 31/12/2022 Sensitivity (best-estimate LR = 
statutory LR) 

Solvency II coverage 156% 117% 

 

C.2  Market risk 
Definition and importance for wefox 

Market risk reflects the risk arising from the level or volatility of market prices of financial instruments 

which have an impact upon the value of the assets and liabilities. They arise from the investment in 

assets and consists of five subcategories, of which FX and interest rate risks are the most relevant for 

wefox. 

 
Solvency capital requirement for market risk (incl. interest, equity and currency risk)  (in EUR, as per 31.12.2022)   
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● Currency risk is the sensitivity of the values of assets, liabilities, and financial instruments to 

changes in the level or in the volatility of currency exchange rates. wefox Insurance AG 

currently operates  within the EUR-Zone, with assets and liabilities denominated in EUR, CHF 

and PLN.  

 
● Interest rate risk is the sensitivity of the values of assets, liabilities, and financial instruments 

to changes in the term structure and/or the volatility of interest rates. This risk is small due to 

the short tail nature of the assets and liabilities. The duration of the investment assets is near 

to zero years as they are held as cash at banks except a small amount of broker loans and 

short-term bank deposits.  

 

Financial risks that arise due to mismatches between the assets and liabilities are monitored and 

handled via the Asset-Liability Management. 

With regard to the use of risk free interest rates for solvency purposes, no volatility adjustment or 

matching adjustment is applied. The risk free rates provided by EIOPA are used, and linear 

interpolation & extrapolation is used to produce a monthly table using the annual rates provided.  

 

As wefox has not yet started to pursue an investment strategy, there are no investment assets to 

which the prudent person principles apply as at year-end 2022.  

 

Risk mitigation 

wefox conservatively manages currency risk by matching its assets and liabilities in foreign currency 

as close as possible. In order to minimize any potential loss arising from FX movements the company 

constantly monitors and keeps low its FX exposure using FX hedges or spot transactions. 

  

Risk sensitivity  

The sensitivity of the Solvency II SCR ratio to an increase of the non-euro net asset value by 50%. The 
results of the sensitivity analysis are as follows: 
 

Indicator Value at 31/12/2022 Sensitivity (Increase of foreign 
currency NAV by 50%) 

Solvency II coverage 156% 153% 

 
C.3  Credit risk 
Definition and importance for wefox 

Credit risk reflects possible losses due to unexpected default, or deterioration in the credit standing 

of the counterparties and debtors of wefox. The company’s key credit risks stem from the following 

sources:  

●  Reinsurance assets with Munich Re and other reinsurers,  

●  Cash at banks are kept mainly at the following banks: SGKB, UBS and LGT, 

●  Insurance premium due but not yet collected from customers, 

●  Loans issued to brokers. 
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The reinsurer Munich Re is a strategic partner of the company, therefore the main risk exposure within 

this risk module is acceptable for the management of the Company. 

Spread and concentration risks, which are also considered in market SCR calculations, as identified for 

the application of the Solvency II standard formula, are as follows: 

  

As the company does not have investments in place, the concentration and spread risks are not 

relevant topics (solvency capital requirement for both is less than 1% of the overall SCR - covered in 

market risk capital requirement). 

 

Counterparty default risk, as identified for the application of the Solvency II standard formula, is as 

follows: 

 
 

Risk mitigation 

The diversification of cash at banks is constantly monitored. To mitigate the credit risks, significant 

cash amounts are split and kept at various high-rated bank institutes. The credit ratings of the 

counterparties (reinsurance, banks) are regularly checked. The company aims to keep the cash in “AA” 

rated banks. Only ratings of major rating agencies are considered (e.g. S&P, Moody`s and Fitch).   

 
All existing broker loans are closely monitored. An initial default reserve was set up and if deemed 
necessary adjusted.  
 
Risk sensitivity  

The sensitivity of the Solvency II SCR ratio to a one-notch rating downgrade for AA rated 
counterparties (banks and reinsurance counterparties) was tested. The results of the sensitivity 
analysis are as follows: 
 

Indicator Value at 31/12/2022 Sensitivity (from AA to A 
rating) 

Solvency II coverage 156% 132% 

 

C.4  Liquidity risk 
Definition and importance for wefox 

Liquidity risk is the risk that the Company is unable to realize investments and other assets to settle 

its financial obligations when they fall due. Liquidity risk is measured and monitored through the 
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Liquidity Coverage Ratio (LCR). The LCR is defined as the ratio between the stressed available liquidity 

sources and liquidity requirements over a 1-year time horizon. 

 

wefox’s assets are held in cash and in short-term deposits therefore this is currently not a major risk. 

 
Expected profit included in future premiums 

Expected profits included in future premiums (EPIFP) are profits which result from the inclusion in 

technical provisions of premiums on existing (inforce) business that will be received in the future, but 

that have not yet been received.  

The EPIFP for wefox Insurance AG amounts to EUR 1.89 Mio. as of 31/12/2022. 

 
C.5  Operational risk 
Definition and importance for wefox 

Operational risk refers to the risk of a loss arising from inadequate or failed internal processes, 

systems, from employee’s actions or from external events. wefox is carrying a high level of operational 

risks given its young nature of business. Legal risks arise from the violation or noncompliance with 

laws and regulations which results in compliance risks. These are identified, assessed, monitored, and 

managed as part of the risk management process.  

The different internal policies and guidelines help the company to steer this risk. As the operational 

risks are all identified and managed within the internal control process, this risk is always monitored. 

wefox is a highly digital organization, reliant on cloud services and digital transactions. Should wefox 

be subject to a cyber-attack, this could limit its ability to service customers, pay claims, as well as sell 

new policies. Therefore, the importance of IT risk is a relevant topic for wefox.  

 

Risk mitigation 

wefox mitigates operational risks through the implementation of an internal control system that 

covers core processes as well as internal and external outsourcing. It is based on a risk catalogue that 

includes industry common operational risks.  

 
C.6  Other material risks  
Reputation risk is the risk that an act or omission could result in potential negative publicity, public 

perception, or uncontrollable events to have an adverse impact on reputation, trust in the company 

and brand. A lost or damaged reputation could cause a significant decline in customer base, investor 

base or revenue. As reputation is a consequence of all kinds of risks in other risk types, wefox focuses 

on the actively managed aspects of reputation, brand management and external stakeholder 

communication.  

ICS is also from a reputational risk point of view a very crucial topic – if the company ensures that the 

processes are correct and controlled, the risks are identified, the company mentioned in the media 

monitored, reputation with all stakeholders is stable, this risk could be kept under control. 

 

Strategic risk arises from inadequate business decisions, improper implementation or lacking ability 

to unexpected changes in the assumptions, in the market environment. Wefox performs regular risk 

assessments also on the strategic targets within its ORSA process. Wefox performs regular risk 

assessments on the strategic targets within its ORSA process. 
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C.7  Any other information 
Matthias Eckermann, the former CRO a.i., has left the company in March 2023. The approval of a new 

CRO is currently pending with the FMA.  
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D. Valuation for Solvency Purposes  

Solvency II and statutory valuations 

The methods and assumptions used for the valuation of assets, technical provisions, and other 

liabilities, follow the approaches prescribed under Solvency II valuation rules and statutory PGR.  

Solvency II valuation rules are used to produce the economic balance sheet which is known as the 

MCBS. The fundamental accounting principle in Solvency II is that assets and liabilities are recorded 

according to the value of expected future cash flow accounting principle.  

 

The statutory financial statements of the Company are prepared in accordance with the PGR in 

Liechtenstein. 

 

The different accounting rules result in significant differences in the values of assets and liabilities with 

a resulting difference in the net value of assets of EUR 9.2 Mio. 

 

The variances in the valuation of assets and liabilities between statutory valuation and Solvency II as 

of 31.12.2022 are shown in the table below:  
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D.1  Assets 

Intangible assets 

Intangible assets are identifiable, non-monetary assets that are not physical in nature. If intangible 

assets can be sold separately and the insurance company can prove that there is a market value for 

these or comparable assets, they can be stated at market value in the Solvency II balance sheet. 

Otherwise, intangible assets must be valued at zero under Solvency II valuation principles.  

 

PGR: Intangible assets are stated at production or acquisition cost and are amortized over their useful 

lives (generally five years). 

 

Property, plant & equipment for own use 

The item property, plant & equipment is stated at acquisition or production cost, less scheduled or 

unscheduled depreciation. 

 

Loans and mortgages 

These are stated at fair value calculated using the discounted cash flow method. The effective interest 

rate on similar debt securities is used. 

In the statutory valuation the loans are stated at face value and adjusted for any impairments. 

 

Amount recoverable from reinsurance contracts 

See Chapter D.2 for both Solvency II and PGR. 

 

Insurance and intermediaries receivables 

These are reported at face value less repayments. For accounts receivable from the direct insurance 

business, general loss allowances are made to account for the general credit risk. Receivables for 

premiums that are not yet due are not shown here, but rather as negative technical provisions. 

 

PGR: These are reported at face value less repayments. For accounts receivable from the direct 

insurance business, general loss allowances are made to account for the general credit risk. 

 

Receivables from reinsurers 

These are reported at face value less repayments. Receivables for premiums that are not yet due are 

not shown here, but rather as negative technical provisions. 

 

PGR: These are reported at face value less repayments, taking into account any necessary value 

adjustments. 

 

Receivables 

These are measured at face value less repayments, adjusted for the probability that the counterparty 

will default.  

 

PGR: These are reported at face value less repayments, taking into account any necessary value 

adjustments.  
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Cash and cash equivalents 

These are reported at face value for Solvency II and the PGR. 

 

Other assets, not elsewhere shown 

These are measured at fair value without taking into account changes in own default risk. Receivables 

and liabilities are netted where permitted by contract. 

 

PGR: These are recorded at the repayment amount. 

 

D.2 Technical provisions 

Under Solvency II, technical provisions have three components: 

●    Premium provisions are defined as the discounted best estimate of future cash flows 

(claim payments, expenses, premiums) relating to obligations under future events 

covered by policies in existence on the valuation date. 

●    Claim provision is defined as the discounted best estimate of future cash flows (claim 

payments, expenses, premiums) relating to loss events occurring before the valuation 

date. 

●    The risk margin corresponds to the cost of capital that another insurer would require to 

assume claims reserves and unearned premiums. 

  

The following sections describe the calculation of the individual components, and in each case the 

undiscounted best estimate for the premium provision and claim provision on a gross basis and 

after reinsurance, the associated discounting and the risk margin. 

  

Premium provisions 

Premium provisions include all expected premiums, commissions and claim payments under all 

existing policies as of the balance sheet date that are not due until after the balance sheet date. 

  

As the first step in calculating gross premium provisions, the degree of exposure – the not-yet 

earned premium components for all policies active as of the balance sheet date – is identified, 

regardless of whether the premiums have already fallen due prior to the balance sheet date or 

whether the premiums are only due after the balance sheet date. The accrued premium components 

are referred to below as Solvency II unearned premiums 

  

Claim provisions 

The undiscounted best estimates for the individual components are calculated separately and used to 

calculate undiscounted specific case provisions and IBNR provisions: 

•          Incurred losses: these correspond to the total of specific case provisions + IBNR 

provisions (in both cases excluding loss adjustment expenses); 

•          Future expenses and other outgoing cash flows: these correspond to the total of 

specific case provisions and IBNR provisions for external loss adjustment expenses; 

•          Future premiums: reinstatement premiums for reserved damages; and 

•          Future income from recourse, salvages and apportionment agreements for damages 

already incurred as of the balance sheet date. 
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Risk margin 

There is no observable market value for technical provisions. Instead, an estimate is made of the 

amount that would have to be paid to sell the liabilities to an independent reference undertaking. 

The discounted best estimate plus a risk or market value margin (MVM) is used. The MVM represents 

the cost of the capital the acquiring company would have to provide during run-off. 

 

The starting point for the cost of capital used is the Solvency Capital Requirement under Solvency II 

(SCR); however, this amount in each case only covers the capital requirement for a period of one 

year. A time series of future SCRs must therefore be estimated for the MVM. The cost of capital rate 

to be used is set at 6% (Delegated Regulation, Article 39), estimated as the cost of capital rate of 

the reference undertaking. 

  

Initially, the MVM is calculated as a whole. It is then allocated to the insurance lines of business 

specified under Solvency II, whereby the respective sums of the discounted risk time series for the 

Insurance risks are used as weights. Within the insurance lines of business, there is an allocation to 

claim provision and premium provision, with the respective undiscounted provisions used as weights. 

In the final step, both portions are further allocated to reporting segments and regions. 

  

Overview of technical provisions 

Because the internal calculations are carried out at the level of the reserving segments, which are 

different from the Solvency II segments, the latter are based on a suitable allocation. The table below 

shows technical provisions for non-life insurance under Solvency II as of 31 December 2021 in 

accordance with segmenting pursuant to Solvency II. Technical provisions increased year on year.  

 

Discussion of material differences between Solvency II and PGR in terms of the valuation of technical 

provisions and amounts recoverable from reinsurance  

Contracts 

Both Solvency II and PGR are based on the Best-Estimate Principle. Nevertheless, there are 

some differences, which are described below.  

 

Premium Provisions (undiscounted) 

Under Solvency II, premium provisions are set up for expected future claims and expenses under existing 

insurance policies. The provisions are calculated by multiplying the expected loss ratio, the expected loss 

adjustment expense ratio and the expected administrative expense ratio from the internal actuarial 

model by the PGR unearned premiums. In addition, the premium income under contracts in existence as 

of the balance sheet date is deducted from the premium provision and the related, closing expenses are 
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added to the premium provision. Commission due before or as of the balance sheet date is allocated to 

the premium provisions under Solvency II. Under Solvency II, the entire profit margin from existing 

insurance policies is reported in own funds. 

 

Claim Provisions (undiscounted) 

There are essentially no differences between specific case provisions and IBNR provisions under Solvency 

II and PGR. For relevant segments, IBNR provisions are calculated using year-under review data in order 

to separate a claim year's newly reported claims from the development of already known claims. 

 

Discounting 

While no discounting is stipulated for the non-life insurance business under PGR, the Present-Value 

Principle applies under Solvency II. That means that future cash flows are discounted using a discount 

curve specified by the AF.  

 

Risk margin 

Under Solvency II, the risk margin reflects the cost of capital derived as part of the fair value in a 

theoretical transfer of obligations to a third party due to the uncertainty in the run-off of the technical 

provisions. Solvency II assumes a cost of capital rate of 6% in this case. Under PGR, there is no provision 

for a risk margin. 

 

Volatility Adjustment 

A change in the volatility adjustment to zero would have only a minor impact on the company's financial 

situation. 

 

D.3      Other liabilities 

Below are separate descriptions of the bases, methods and main assumptions used to value each 

major group of other liabilities for solvency purposes, as well as comparisons with PGR principles. 

 

Other technical provisions 

The other technical provisions consist of premium refunds. Under Solvency II the company does not 

recognize these amounts contrary to the PGR valuation. 

 

Insurance, intermediaries and reinsurance payable 

These are measured at fair value without taking into account changes in own default risk. 

Receivables and liabilities are netted where permitted by contract. 

 

PGR: These are recorded at the repayment amount. 

Payables (trade, not insurance) 

These are measured at fair value without taking into account changes in own default risk. 

Receivables and liabilities are netted where permitted by contract. 

 

PGR: These are recorded at the repayment amount. 

Other liabilities not shown elsewhere 
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These are measured at fair value without taking into account changes in own default risk. 

Receivables and liabilities are netted where permitted by contract. 

PGR: These are recorded at the repayment amount. 

D.4      Alternative methods for valuation 

In the financial year 2021, no alternative valuation methods were used, except the valuation of 

furniture (and property, plant, and equipment). 

 

D.5      Any other information 

Other Disclosures 

All relevant disclosures regarding valuation for solvency purposes are contained in the preceding 

notes. 

 
Level of uncertainty 

The estimation of the ultimate liability arising from claims is one of the most critical actuarial 

estimates. The claims development triangles provide a measure of the Company’s ability to estimate 

the ultimate value of claims. However, considering wefox structure, the gravity of the claims 

provisions seems to be situated within the first two accident years. To assess the total uncertainty 

levels, wefox created specific models that consider the claims as a whole. A Mack  chain ladder is 

performed on the total triangles, to derive the implied standard error according to the Mack formula. 

Then the reserve level is assessed at several percentiles. According to this methodology, moving to a 

target percentile of 95%, the reserve level would still be within the sustainability range of the 

company. 

 

 

E. Capital Management  

The Solvency II capital requirements are known as the SCR and the MCR. The SCR value significantly 

exceeds the MCR value. The regulatory capital requirement is that Own Funds should exceed the SCR; 

the MCR is a relevant metric only in extreme capital distress situations. 

 

The ratio of Own Funds to the SCR is known as the SCR ratio. The regulatory requirement is for the 

SCR ratio to be at least at 100%. If the SCR ratio is less than 100% then FMA must be notified. In the 

event that the SCR ratio is below 100% a recovery plan must be approved by the BoD and submitted 

to the FMA. This plan should include the actions to restore the SCR ratio above 100%. 

 

The SCR ratio as of 31.12.2022 was 156%  and MCR ratio was 238%. 

 

The primary objective of the capital management for the Company is to meet the regulatory 

requirement for the SCR ratio to be at least 100% on an ongoing basis.  
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Wefox ensures that the capital requirements are met through proactive capital management all time. 

Available own funds must meet both Solvency II prudential capital requirements and the required 

liquidity. As a further objective of capital management, the financial strength of wefox is actively 

guaranteed even under tough economic conditions to ensure the continued existence of the insurance 

business. 

 

E.1  Own Funds 

As of 31.12.2022 the excess of assets over liabilities - statutory accounts amounted to EUR 29.8 Mio., 

whereas Basic Own Funds (excess of assets over liabilities) in accordance with regulatory economic 

valuation under Solvency II principles amounted to EUR 20.5 Mio. The following table (in EUR) shows 

the reconciliation from excess of assets over liabilities – Solvency II to excess over liabilities - Statutory 

accounts:   

 
 

Tiering is applied to the Own Funds, in accordance with the Solvency II rules. The tiering rules 

determine the eligibility of Own Funds to meet the SCR and MCR, based on their quality.  

 

Wefox has unrestricted Tier 1 resources amounting to EUR 10.3 Mio. This amount can be credited 

without restrictions. The Tier 2 capital is eligible for Solvency II, whereas Tier 3 is not recognized at all.  
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The tier 1 own funds are composed of paid in share capital, less the cumulative losses carried forwards. 

The tier 2 own funds are all ancillary own funds, with the eligibility to support the SCR capped at 50%. 

This is provided via a bank guarantee facility arranged with LGT which makes an additional €5m of 

own funds available should an adverse event occur. This arrangement was approved by the FMA. 

 

E.2  Solvency Capital Requirement and Minimum Capital Requirement 

Wefox uses the standard formula to determine the Solvency Capital Requirements. The calculation is 

carried out in accordance with the relevant Solvency II regulations and on the assumption that the 

business will continue to operate. The SCR is calibrated to ensure that all quantifiable risks to which 

the Company is exposed to, are considered. This includes both current business activities and new 

business expected in the following twelve months. According to the Solvency II Guidelines, the SCR 

corresponds to the value-at-risk of wefox Insurance AG's basic own funds at a confidence level of 99.5 

percent over the period of one year. The MCR is also calculated in accordance with the Solvency II 

Directives. For wefox Insurance AG, the limit value of the MCR set by FMA EUR 3.7m. 

 

The tree below shows the SCR per risk module. 
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Most of the risk comes from non-life underwriting and default risks. Wefox does not use company-

specific parameters or simplifications when applying the standard formula. 

 

E.3  Use of the duration-based equity risk sub-module in the calculation of the Solvency Capital 

Requirement 

Wefox Insurance AG currently does not hold any shares and has therefore no equity risk.  

 

E.4  Differences between the standard formula and any internal model used 

Wefox Insurance AG does not use an internal model to determine SCR. 

 

E.5  Non-compliance with the Minimum Capital Requirement and non-compliance with the 

Solvency Capital Requirement 

There were no incidences of non-compliance with the MCR or SCR during the year 2022.  

 

E.6  Any other information 

All important and relevant information was presented in the previous sections.  
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Annexes  

     S.02.01.01.01 Balance Sheet (assets) 
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S.02.01.01.01 Balance Sheet (liabilities) 
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S.05.01.01.01 Non-Life (direct business/accepted proportional reinsurance and accepted non-
proportional reinsurance) 
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S.05.01.01.01 Non-Life (direct business/accepted proportional reinsurance and accepted non-
proportional reinsurance) 
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S.05.01.01.02 Life (direct business/accepted proportional reinsurance and accepted non-

proportional reinsurance) 

 
 

S.05.02.01.01 Home Country - non-life obligations 
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S.05.02.01.02 Top 5 countries (by amount of gross premiums written) - non-life obligations 

 

 
 
Claims incurred are excl. IBNR & URR as those are not split by country 
 

S.05.02.01.05 Top 5 countries (by amount of gross premiums written) - life obligations 
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S.12.01.01.01 – Life and Health SLT Technical Provisions 

 
 

S.17.01.01.01 Non-Life Technical Provisions (1/2) 
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S. 17.01.01.01 Non-Life Technical Provisions (2/2)  
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S.19.01.01.21 Gross claims paid (cumulative) – development years (absolute amounts) 
 

 
 
 
S.22.01.01.01 Impact of long term guarantees measures and transitionals 
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S.23.01.01.01 Own funds  

 

 
 
 

S.23.01.01.02 Reconciliation reserve  
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S.23.02.01.01 Basic own funds  

 

 
 

 

 
S.25.01.01.01 Basic Solvency Capital Requirement 
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S.25.01.01.02 Calculation of Solvency Capital Requirement 

 

 
 

 

 

S.28.01.01.05 Overall MCR calculation  

 

 
 

 
 


