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Introduction
The structure of the Solvency and Financial Condition Report (SFCR) has been prepared as described in annex XX of the of
the Solvency II Directive Delegated Acts. The subjects addressed are based on article 51 to 56 of the Solvency II Directive
and act 292 up to and including 298 of the Delegated Acts. Furthermore, the figures presented in this report are in line with
the supervisor’s reported Quantitative Reporting Templates.
All amounts in this report are presented in millions of euros (€ million), being the functional currency of ASR
Levensverzekering N.V. All amounts quoted in the tables contained in this report are in millions of euros (€), unless otherwise
stated.
Referring to Solvency, 2015 figures are not presented here, as Solvency II replaced Solvency I as at 1 January 2016, which
makes a comparison of these two years not useful.

ASR Levensverzekering N.V. 2016 solvency and financial condition report

7

A Business and performance
A.1 Business
Eligible own fund 2016
The key figures of ASR Levensverzekering N.V. (hereinafter referred to as a.s.r. Leven) are presented below. These figures
give a short overview of the composition of the Eligible Own Funds (EOF) from a tiering perspective, the composition of the
required capital following Solvency II and the reconciliation from IFRS equity to Solvency II EOF.

397
4,825

4,428

Tier 1 capital unrestricted

Tier 1 capital restricted

Tier 2 capital

Tier 3 capital

Eligible own funds
to meet SCR

SCR 2016

475

144

1,366
-981
-448

2,654

2,098

Market

Insurance

Counterparty Operational Diversification LAC DT (-/-)
(-/-)

SCR

The solvency ratio stood at 182% as at 31 December 2016 after distribution of the proposed dividend of € 124,7 million and
based on the standard formula as a result of € 4,825 million EOF and €2,654 million Solvency Capital Requirement (SCR).
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Reconciliation total equity IFRS vs EOF Solvency II
1,765

-601

-125

4,826

Subordinated
liabilities and
foreseeable
dividends

Eligible own funds
Solvency II

3,787

Total equity IFRS Revaluation of other Revaluation of the
assets
technical provisions

An extensive explanation of the reconciliation from IFRS equity to Solvency II EOF is presented in section D.

A.1.1 Profile
Object of the company
ASR Levensverzekering N.V. is part of ASR Nederland N.V. (hereinafter referred to as a.s.r.). a.s.r. Leven wants to enable
people to insure themselves against risks that they are unable or unwilling to bear alone. a.s.r. Leven is convinced that it can
prove its licence to operate by thinking in terms of customer interests and customer perception. Offering easy-to-understand
and transparent products and services combined with efficient business processes and a robust financial position forms an
essential part of this. Customers can be sure that their risks are covered by an insurer who avoids waste, listens to them,
empathizes with their needs, and can be reached via multiple channels.
Customers require transparent products, clear communication and personal service. Meeting these needs is a.s.r. Leven’s
top priority. This means that activities and objectives are assessed for whether or not they benefit our customers and
feedback on products is given by customer panels. Customer journeys and new products are presented to customer panels
and their feedback is taken into account into the product development process. Ultimately, this is reflected in the appreciation
rating that customers give a.s.r. in terms of the Net Promoter Score (NPS). The NPS measures the extent to which
customers would recommend a.s.r. to family or friends.
Core activities
The objective is achieved by offering insurance aimed at, asset protection, term life insurance and funeral expenses for
consumers and business owners. These activities are incorporated in a.s.r. Leven.
The insurance products are offered through a.s.r., De Amersfoortse and Ardanta.
Legal structure of the company
ASR Levensverzekering N.V. is a 100% subsidiary of ASR Nederland N.V (a.s.r.). a.s.r. became a listed company following
an Initial Public Offering (IPO) on 10 June 2016. Stichting Administratiekantoor Beheer Financiële Instellingen (NLFI), placed
the shares in the market. The shares are listed on Euronext Amsterdam (symbol ASRNL) and have been included in the
AMX index (Amsterdam Midcap Index) since 19 September 2016. On 31 December 2016, NLFI held 63.7% of a.s.r. shares.
Before the IPO on 2016, NLFI held 100% of a.s.r. shares. In 2017 NLFI reduced its position in a.s.r to 36.8%.
Internal organizational structure and staffing
Internal organizational structure
a.s.r. Leven comprises the product lines Life, Pensions and Funeral. Each product line has its own management and reports
directly to the Executive Board.
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Various services are acquired internally from a.s.r. (Marketing, Payment Centre, Finance & Risk, Information Technology &
Communication (IT&C)). To be more independent and flexible and thus create more autonomy within the IT services, the
service chains of IT&C were transferred to the product lines on 1 April 2016.
To reinforce the finance and risk functions, also for the purposes of Solvency II, activities have been merged into an actuarial
“shared service center” for Life, Pensions and Funeral.
Organizational charts
Below, the organizational charts of the three productions lines within ASR Levensverzekering N.V. are presented:
a.s.r. life
Managing Board
Individual Life

Secretary

Servicebooks
Project team

Servicebooks
operational

IT suport Life

Customer
Services

Business Proces
Outsourcing

CFRO

Unit-linked
insurance
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Funeral business
Ardanta

Policy, advice,
and secretariat

Manager
Marketing and
Sales

Managing
Director Ardanta

Manager
Operations

Manager
Supporting
Services

CFRO

Customer
Advice 1

Customer
Service 1

Debt
Management

Finance and
Risk

Customer
Advice 2

Customer
Service 2

IT & Project
Management

Complience and
Legal Affairs

Marketing and
communication

Partner's
Service

Facilities

Shared Service
Center Actuary
Department

Account
Management

Data
Enrichment

All departments are hierarchically managed, except for ‘Complience and Legal Affairs’ and ‘Shared Service center Actuary
Department’: the latter two are functionally managed.
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Collaboration of Ardanta with ASR Levensverzekering N.V.

Marketing and
Sales

Supporting
Services

Operations

Finance and Risk

Marketing

Customer and
Intermediary
Services

IT&C

Group Accounting
Reporting Control

Customer and
Intermediary
Services

Operations Life

Business Support

Group Balance
Sheet
Management

Corporate
Communication

Medical Service De
Amersfoortse

Group Asset
Management

Group Risk
Management

Audit

All presented departments are the related departments are the related departments in Utrecht.
Pensions

Pensions

Sales Pensions

KBP

Staff Pensions

Existing Portfolio

Pension
Execution HNP

Informtion
Management

Headcount
The FTEs of a.s.r. Leven increased to 666 FTEs at the end of 2016 (2015 620 FTEs). This was due to the merger of De
Eendragt (Pensions) and AXENT (Funeral) and the relocation of the IT&C service chain to the product lines.
Key elements of pursued policy
Part of the a.s.r. Leven strategy is to reduce costs through permanent efficiency improvements. Permanent improvements
are achieved in various ways, including via standardization of processes and products, more Straight Through Processing
and outsourcing of certain processes. a.s.r. Leven offers its customers transparent and customer-centric products with low
costs and a high level of service, such as the Employee Pension, the Funeral Expenses product and the Immediate Annuity.
Life
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The strategy of individual life is based on maximum retention of the current value of the individual life book and a costeffective operation model. In order to achieve this, a.s.r. has two primary strategic initiatives:
Optimization of customer satisfaction
To maximize the value of the individual life book, a.s.r.’s strategy is to maximize customer satisfaction. a.s.r. believes that
maintaining customer satisfaction is crucial for the efficient management of how customers behave when their existing policy
expires, which can extend profitable cash flows. To maximize the provision of personalized service, a.s.r. intends to increase
the services it offers to its customers. When an individual life policy expires, in collaboration with a.s.r. Bank, a.s.r. continues
to offer solutions suited to individual customer needs, whether through a life insurance product or a bank saving product
(either tax incentivized or basic internet savings). Of the expiring individual life policies, the retention ratio of customers with
respect to a bank or individual life product was 25 % in 2016. Focusing on customer satisfaction, a.s.r. also continues to
strive to make its services more accessible and easier to use for its customers.
Lower cost base and shift towards higher percentage of variable costs
To preserve the value of the individual life in force portfolio, a.s.r. aims to simplify its organization and shift its cost base from
fixed costs towards variable costs. To lower costs and shift the overall cost mix in the individual life book, a.s.r. has
developed two strategies. In 2013, a.s.r. Leven outsourced a portion of the back office and IT operations associated with the
individual life portfolio. In 2015 and 2016, a.s.r. Leven simplified and migrated two of in total seven individual books of
business within the individual life portfolio to a SaaS platform. a.s.r. Leven plans to migrate the remaining individual books in
2017 and 2018. a.s.r. intends to maintain this strategy, analyzing books on an individual basis to find the most appropriate
and value enhancing solution while minimizing operational costs and complexity.
Pensions
a.s.r. Leven’s strategy for its existing DB book is focused on preserving value, reducing capital requirements, enhancing cost
coverage and lowering risks, including through reinsurance. a.s.r. aims to invest, within its financial targets, in larger blocks
or buy-outs of DB business that meet one of two strategic objectives: cost coverage or potential DC transfer. a.s.r. is also
adapting to the changing pension market by developing the capacity to distribute new ‘capital-light’ pension products.
The modern DC proposition of a.s.r. has been developed further and will continue to have a competitive presence in the DC
market.
The launch of the General Pension Fund (APF) proposition ‘het nederlandse pensioenfonds’ in 2016 was another step in the
strengthening of our strategy by giving new and existing customers the option of an alternative defined benefit product. Het
nederlandse pensioenfonds welcomed its first customers, De Efteling and DAS, both well-established names in the
Netherlands, in early 2017.
In 2016, De Eendragt Pensioen N.V. merged with a.s.r Leven.
Funeral business
The statutory merger of AXENT Uitvaartzorg took place on 1 October 2016, after which the technical migration of 2.4 million
policies to the Funeral target system (Switch) was completed. March 2016 also brought the transfer of the NIVO funeral
insurance portfolio (about 300,000 funeral policies) to a.s.r. The technical migration of the funeral insurance policies of De
Amersfoortse and NIVO are scheduled for 2017. These acquisitions enable the Funeral business to achieve economies of
scale, resulting in relative low expenses per policy in this market. This also safeguards its future competitiveness in the
funeral expenses market. A further focus is on the introduction of a new customer contact strategy, with more attention for
the wishes of individual customers. To this end, the implementation of a new direct marketing system (CX Air) has been
started up in order to improve customer satisfaction and reduce the number of early cancellations.
Market and distribution developments
Market developments
Life
The market for life insurance has been in decline for years and no break in this trend is expected for the coming years. Total
premium income is also decreasing for a.s.r. Leven.
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Pensions
In the pension market, there is a shift towards capital light products. a.s.r. believes that it is well positioned to gain market
share in this segment with APF, DC and IORP propositions, through high service delivery, cost effectiveness and execution
power, while meeting its pricing policy.
Funeral
Given the market penetration rate of over 72%, the potential for further growth in funeral insurance sales is limited. The focus
is on serving existing customers based on the new customer contact strategy. This includes offering excellent duty of care
and creating sustainable value for our customers. New customers are more than welcome, but are not the primary focus. The
main opportunities for growth in the market lies in the acquisition of funeral insurance portfolios, particularly as Funeral has a
good track record in reducing the cost ratios of acquired portfolios.
Distribution developments
The insurance policies of a.s.r. Leven are mainly distributed via the intermediary channel.
Today’s customers are demanding better information and want more control. They are increasingly using the hybrid
distribution model. Customers with different needs use different channels to get in touch with a.s.r. Leven.
Life
a.s.r.’s individual life product line primarily consists of an in-force book of Individual Life portfolios. The active product range
of the Individual Life product line is limited and consists mainly of sales of its term-life product or sales of immediate annuities
to customers whose traditional life savings products are maturing. a.s.r. ended the active sale of unit-linked and universal life
capital policies.
Pensions
Distribution of pension products to small and medium enterprises and other corporate clients under the De Amersfoortse and
a.s.r. brands takes place only via advisers. a.s.r. utilizes smaller local advisers, actuarial offices and larger national pension
advisers.
Funeral business
Distribution for Funeral takes place through the Ardanta brand. Funeral is active in the market with four channels:
intermediary agencies, internet, internal advisers and field sales staff. New business is showing a shift to the direct channels,
which accounted for 48% of total new business in 2016 (2015: 45%).
Internal control of processes and procedures
Risk management is an integral part of our daily business operations. a.s.r. Leven applies an integrated approach to
managing risks. The risk appetite is an important instrument for measuring and controlling risks. The risk appetite, which
contains both financial and non-financial risk appetite statements, is recalibrated every year on the basis of the strategy of
a.s.r. Leven.
Drawing on its risk management strategy, a.s.r. Leven aims to take risks in a well-considered and responsible manner (within
the confines of the risk appetite) with a view to being and remaining a solid insurer.
In 2016, a lot of attention was also devoted to the further embedding and optimization of the risk control framework. This risk
control framework comprises a description of the principal risks and controls in the processes. The internal control
structure of a.s.r. Leven undergoes an important shift to an even more risk-based focus, which was also incorporated in the
revised Risk Management Policy. This allows for a stronger alignment between the risk appetite and the focus on risk, which
in turn contributes to the extent to which risks remain within the predetermined risk appetite. In line with this, reporting
systems were revised and improved, with the changes taking effect in 2017.
Extensive attention was given to providing insights into data quality. Several activities focusing on data quality were started,
using a framework for norms and standards. Major steps were taken throughout 2016, and will continue to be taken in 2017,
to support the reasonable assurance given by the actuarial function on the reliability of the financial statements.
a.s.r. Leven is exposed to the following types of risks: market risk, counterparty default risk, liquidity risk, insurance risk (life),
strategic risk and operational risk.
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Risk Management Framework – financial
a.s.r. Leven strives to find an optimal trade-off between risk and return, also known as value based management. Value
based management is applied in decision-making throughout the entire product cycle: from product approval to the payment
of benefits and claims to product discontinuation. At the more strategic level, decision-making takes place through balance
sheet management. A robust solvency position takes precedence over profit, premium income and direct investment income.
Risk tolerance levels and limits are captured in the financial risk appetite statements and monitored by the FRC. The FRC
evaluates financial risk positions against the RAS on a monthly basis.
a.s.r. Leven periodically assesses whether the technical provisions are sufficient to cover insurance liabilities. These
provisions were adequate at year-end 2016. To gain reasonable assurance regarding the accuracy of model outcomes in
accordance with Solvency II, technical standards, model validation and other mitigating measures are applied. Primary scope
of model validation are best estimate and solvency capital requirement models. The underlying assumptions for assessing
the provision are adjusted from time to time to economic and non-economic developments.
Risk Management Framework – non-financial
Every year strategic risks are identified in a Control Risk Self-Assessment (CRSA). The CRSA is a method for the
identification of risks that pose a threat to the achievement of the strategic objectives set out in the business plan. The risk
priorities of a.s.r. Leven are defined based on the CRSA.
The risk profile is reviewed and adopted by the Business Risk Committee (BRC) of the underlying product lines every three
months. This committee is made up of the management of the product line, members of the Finance & Risk functions, the
compliance officer, the risk manager, a legal officer and members of the Internal Audit Department. Risk appetite compliance
reports are submitted to the central Non-Financial Risk Committee and the Financial Risk Committee. In the event of
variances, the controls that a.s.r. Leven is required to implement in order to bring the risk profile back within the bandwidths
of the risk appetite are defined and documented.
Quality control
The quality management system of a.s.r. aims to put the customer’s interest first and achieve the highest possible level of
customer satisfaction. To this end, quality management policies, guidelines and aims outline how a.s.r. wants to serve its
internal and external customers. This is put into practice in all contacts with customers. The policy sets the standard for a.s.r.
It serves to ensure the active fulfilment of our quality standards on customer-centric insurance, continuous improvement of
services and the achievement and retention of the Customer-Oriented Insurance Quality Mark (KKV).
The customer-centric objectives and the minimum Customer-Oriented Insurance requirements have been translated into
operational KPIs for managing our day-to-day operations. The results are shared from time to time at all levels within a.s.r.
Quality management is assured by means of the aforementioned Management in Control framework.
Staff training
a.s.r. Leven is committed to offering its employees lifelong learning opportunities to help them keep improving their
knowledge and expertise. Various training initiatives have been set up for this purpose. Within these initiatives, continuous
attention is devoted to the employees’ needs at both general and individual level.
More specifically:
 At individual level, use is made of the a.s.r. training tool and appropriate education is offered at job level. The aim is to
keep every employee’s knowledge permanently up to date;
 A training plan is in place for new employees. This plan is updated and improved on the basis of experiences after each
assessment session.
Finance
The capital policy of a.s.r. Leven is defined and adopted every year by a.s.r. for the company as a whole and its supervised
entities. When a funding requirement arises at any of the supervised entities, a.s.r. makes a funding decision. The funding
requirement at supervised entities is determined on the basis of various factors, including the risk appetite statement. The
risk appetite concerns the limit for the maximum degree of risk that the entity is prepared to take in order to achieve its
objectives and set limits for the various solvency metrics. In the case of supervised entities, these limits result in a capital
requirement or excess capital.
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A.1.2 General information
The Solvency and Financial Condition Report is presented in euros (€), being the functional currency of ASR
Levensverzekering N.V. All amounts quoted in the tables contained in the SFCR are in millions of euros, unless otherwise
indicated.
The SFCR has been prepared by and is the sole responsibility of the Company’s management. Selected Own Funds and
SCR information are also reported in a.s.r. financial statements. EY has examined the 2016 financial statements and issued
an report thereon.
The SFCR has been prepared by and are the sole responsibility of the Company’s management. Selected Own Funds and
SCR information are also reported in a.s.r. financial statements.
Name and contact details of the supervisory authority
Name:
De Nederlandsche Bank
Visiting address:
Westeinde 1, 1017 ZN Amsterdam
Phone number (general) :
+31 800 020 1068
Phone number (business purposes) : +31 20 524 9111
Email:
info@dnb.nl
Name and contact details of the external auditor
Name:
EY
Visiting address:
Cross Towers, Antonio Vivaldistraat 150, 1083 HP Amsterdam
Phone number:
+31 88 407 1000

A.2 Underwriting performance
Key figures

Key figures (€ million)
Gross written premiums*

2016
2,013

2015
1,828

Operating expenses

205

206

Profit/(loss) before tax
Income tax expense

685
160

736
159

Profit/(loss) for the year

525

575

New business (APE)
DC staff pension plan of € 88 million (2015: € 83 million)

152

92

⁴ Including

Gross written premiums*
Gross written premiums rose by 10% to €2,013 million (2015: € 1,828 million). The increase was due to the merger of De
Eendragt and AXENT and because a large group transfer of accrued benefits was secured at Pensions.
Operating expenses
In 2016, operating expenses fell by € 1 million to € 205 million (2015: € 206 million).
Profit for the year
Profit for 2016 was € 525 million (2015: € 575 million) This decline was due to lower indirect investment income (derivatives)
and incidental items.
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New business (APE)
New business jumped by € 60 million to € 152 million (2015: € 92 million), mainly thanks to the acquisition of the AXENT
funeral insurance portfolio.
Solvency and liquidity at reporting date
The Solvency II ratio stood at 182% as at 31 December 2016 based on the standard formula.

A.3 Investment performance
a.s.r.’s investment policy is aimed at striking a balance between generating returns and preventing risks. Protecting the
solvency position is an important factor in this context.

A.3.1 Financial assets and derivatives
Financial assets and derivatives can be broken down as follows:

Investments
Available for sale
At fair value through profit and loss

Loans and receivables
Derivatives assets
Derivatives liabilities
Cash and cash equivalents

Investments on behalf of policyholders
At fair value through profit and loss
Total

31 December 2016

31 December 2015

20.356
119
20.475

19.922
119
20.041

10.089
3.055
-572
2.906
15.478

9.268
2.191
-377
2.153
13.235

7.745

7.924

43.698

41.200

Available for sale assets increased in 2016 by € 2,498 million primarily due to increase in the loans and receivables (€ 821
million) as a result of higher production of mortgages, increase in total value of derivatives (€ 669 million) due to the
decrease of the long-term interest rate and increase in cash and cash equivalents by € 753 million primarily as a result of the
cash collateral received (€ 639 million) due to the increase in the fair value of the derivatives and the increase in the retained
holding cash position.
For more detailed information about the fair value valuation of the financial assets and derivatives, please refer to chapter
2.7.1 of the annual report.
The table below gives a detailed overview of the types of financial assets and derivatives held:
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Investments
2.264
18.119
10.089
3.055
-572
2.906
92

Investments on behalf
of policyholders
4.858
2.521
10
-2
128
193
37

Total
7.122
20.640
10.089
3.065
-574
3.034
193
129

35.953

7.745

43.698

Investments
2.689
17.255
9.268
2.191
-377
2.153
97

Investments on behalf
of policyholders
4.945
2.604
96
205
74

Total
7.634
19.859
9.268
2.191
-377
2.249
205
171

33.276

7.924

41.200

Interest income
Dividend and other investment income

2016
972
174

2015
994
169

Total investment income

1,146

1,163

2016
154
374
233
199
12

2015
152
400
222
212
8

972

994

31 December 2016
Equities
Fixed-interest securities
Loans and receivables
Derivatives assets
Derivatives liabilities
Cash and cash equivalents
Investment property
Other
Total

31 December 2015
Equities
Fixed-interest securities
Loans and receivables
Derivatives assets
Derivatives liabilities
Cash and cash equivalents
Investment property
Other
Total

Investment income
The table below shows a breakdown of investment income per category:

The table below breaks down interest income per category:

Interest income from receivables due from credit institutions
Interest income from investments
Interest income from amounts due from customers
Interest income from trade receivables and derivatives
Other interest income
Total interest income

The effective interest method has been applied to an amount of € 754 million of the interest income from financial assets not
classified at fair value through profit and loss (2015: € 968 million).
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Dividend and other investment income per category can be broken down as follows:
2016
52
121
1

2015
36
131
2

174

169

2016
525

2015
577

9
-2
7

5
-1
4

345
-310
-27
-5

-767
779
3
-5

3

10

10

14

Total comprehensive income

535

591

Attributable to:
- Non-controlling interests
- Shareholders of the parent

24
511

24
567

Dividend on equities
Rentals from investment property
Other investment income
Total dividend and other investment income

A.3.2 Company statement of comprehensive income
(In € millions)
Profit for the year
Unrealized change in value of property for own use
Income tax on items that will not be reclassified to profit or loss
Total items that will not be reclassified to profit or loss
Unrealized change in value of available-for-sale financial assets
Shadow accounting
Segregated investment pools
Income tax on items that may be reclassified subsequently to profit
and loss
Total items that may be reclassified subsequently to profit and
loss
Total other comprehensive income for the year, after tax

Shadow accounting allows a recognized but unrealized gain or loss on an asset to be transferred to liabilities arising from
insurance contracts.

A.3.3 Information about investments in securities
As a.s.r. Leven has no investments in securitization, no further information is included here.

A.4 Performance of other activities
No other activities are material.

A.5 Any other information
No other information is applicable.
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B. System of governance
In the case where the text below refers to ‘the company’, a.s.r. Leven is meant.

B.1 General information on the system of governance
B.1.1 Corporate governance
This paragraph contains a description of group policy, which is applicable for the solo entity.

B.1.1.1 Supervisory Board Committees
Audit and Risk Committee
The Audit and Risk Committee has three members, Cor van den Bos (Chair), Annet Aris and Herman Hintzen. In 2016, the
Committee held eight meetings that were also attended by the CFO, the Director of Group Risk Management, the Director of
Group Accounting, Reporting and Control, the Director of Finance and Risk, the Director of Compliance, the Director of Audit
and the independent external auditor. The standing agenda items included the financial (quarterly) results and the audit,
compliance and quarterly risk reports. In addition, the Committee addressed issues specific to the supervised entities,
including ASR Levensverzekering N.V., the impact of changing market conditions and the report related to Solvency II
matters (including the Agreed Upon Procedures Solvency II).
After each quarter end, the Committee met to discuss the financial results based on detailed audit, compliance and risk
reports and analyses. The full reporting year 2016 was discussed on the basis of the press release, the Annual Report, the
financial statements, the board report and the actuarial report. The meeting to discuss the actuarial report was also attended
by the actuarial function. The Committee issued positive opinions on the Annual Report and the financial statements to the
Supervisory Board.
The Audit and Risk Committee specifically focused on the effectiveness of the audit, compliance and risk management
functions within a.s.r. The Committee discussed and approved the annual plan for 2017 of the Compliance department and
the Risk Management and Actuarial Functions. The Internal Audit Charter, the Compliance Charter and the charters for the
Risk Management Function and the Actuarial Function were also adopted in 2016. The Committee also approved the audit
plans for 2016 of both internal audit and the independent external auditor.
During the year, the Committee met on two occasions outside meetings with the Audit, Compliance and Risk Management
Functions in their role of countervailing powers. The Chair of the Committee had a one-on-one meeting with each of the
directors of Audit, Compliance and Group Risk Management and had three meetings with the External Auditor EY.
The Solvency II regime came into effect on 1 January 2016. The outcomes of the SCR calculations and the Own Risk and
Solvency Assessment were accordingly discussed by the Committee. The UFR effect within the Solvency II framework was
highlighted in particular. At the end of the year, the Audit and Risk Committee also discussed the risk appetite for 2017,
which is based on a detailed risk assessment. This year as well, the assessment started from the Solvency II regime for both
a.s.r. and the supervised entities including ASR Levensverzekering N.V. The Committee periodically tested the status of the
risk appetite during the year, using such tools as the Integrated Risk Dashboard and the status report on the management of
risk priorities. The a.s.r. risk appetite is based on a prudent approach to risk management and translated into requirements
for solvency, liquidity and returns; solvency takes priority over profit and profit takes priority over premium income. The risk
appetite for 2017 was approved by the Supervisory Board. As part of the risk appetite, the Committee discussed the solvency
targets for 2016.
The Committee was informed of the outlines of the reinsurance programme. The internal control structure (Management in
Control 2.0) was also a regular item of discussion by the Committee. This structure allows the management of a.s.r. to
verifiably manage the principal risks that pose a threat to achieving the company’s strategic targets.
The multi-year budget 2017-2019, the investment plan and the risk priorities for 2017 were discussed at length at the end of
the reporting year, after which the multi-year budget was adopted by the Supervisory Board.
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Selection, Appointment and Remuneration Committee
As of the IPO, the Selection, Appointment and Remuneration Committee was split in the Selection and Appointment
Committee and the Remuneration Committee. The members of both committees are Annet Aris (chair) and Kick van der Pol.
The meetings are attended by the Chief Executive Officer (CEO) (except when issues relating to the Executive Board are
being discussed) and the Human Resources Director, who doubles as secretary for both committees.
Both committees solicit support and advice from departments such as Group Risk Management, Compliance, Audit and
Human Resources. Where needed, it calls on the expertise of independent legal and pay and benefit experts.
The Committee met on five occasions in 2016.
The first three meetings were still held in the former constellation. In accordance with policy, the Committee advised the
Supervisory Board on target setting, performance appraisals and the ex-post assessments of the variable pay awarded to
identified staff. The remuneration policy was updated in line with new rules and regulations. And the results of the audit plan
on the application of our remuneration policy were discussed.
The Committee was informed about the outline of the new social plan in relation to the sustainable mobility of employees,
and the results of the preference scan conducted among employees on labour and employment conditions were explained
and discussed.
Two meetings were held in the new constellation. The Selection and Appointment Committee discussed the annual
assessments of senior management. The nine-box grid was used to evaluate senior managers and to discuss their individual
development and potential successors. The Selection and Appointment Committee was also informed about the use of the
Denison scan, a new tool to measure the success of the organization.
The Remuneration Committee discussed the implementation of the remuneration policy for our subsidiaries.
The Remuneration Committee instructed Korn Ferry on the outlines and reference groups for a benchmark of the
remuneration for the Executive Board.
The Chair of the Committee gave an account of the issues discussed to the Supervisory Board and submitted written reports
to the Supervisory Board in a timely manner.

B.1.1.2 Supervisory Board
The Supervisory Board supervises the policy pursued by the Executive Board and the general course of affairs at a.s.r. and
its group entities, and advises the Executive Board. Specific powers are vested in the Supervisory Board, including the
approval of certain decisions taken by the Executive Board.
Composition
According to a.s.r.’s articles of association, the Supervisory Board should consist of at least three members. The Supervisory
Board currently consists of four members. The Supervisory Board has drawn up a profile for its size and composition, taking
into account the nature of a.s.r.’s business, its activities and the desired expertise and background of its members. The full
profile of the Supervisory Board is available on asrnl.com, as Annex A of the Rules of procedure: Supervisory Board of ASR
Nederland N.V.
The composition of the Supervisory Board is such that each supervisory director has the skills to assess the main aspects of
the overall policy and that the Supervisory Board as a whole meets the profile thanks to a combination of the
experience, expertise and independence of the individual supervisory directors. The Supervisory Board is diverse in terms of
gender and professional background of its members. The diversity of its members ensures the complementary profile of the
Supervisory Board.
After the departure of Margot Scheltema in September 2015, Herman Hintzen was appointed as a supervisory director on 1
January 2016. Herman Hintzen has a background in the financial services sector. There were no further changes to the
composition of the Supervisory Board in 2016.
The composition of the Supervisory Board of ASR Levensverzekering N.V. is equal to that of ASR Nederland N.V.
De Eendragt Pensioenen N.V. and AXENT NabestaandenZorg N.V. were merged into ASR Levensverzekering N.V. in 2016.
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Education and evaluation
The Supervisory Board performs a self-assessment annually. A self-assessment with external guidance is carried out every
three years. The self-assessment for 2016 was internal. The assessment was based on written input from the Supervisory
Board and the Executive Board and an oral elaboration by all members of the Supervisory Board and the CEO. The following
aspects were assessed:
 Composition of the Supervisory Board: strengths and weaknesses;
 Effectiveness of the Supervisory Board processes:
 information-gathering, decision-making and focus on core themes;
 Advisory role to the Executive Board on important subjects;
 Role of employer: strengths and weaknesses.
The overall impression that emerged from this self-assessment was positive. In 2017 the self-assessment will be performed
with external guidance.
Two Continuing Education (CE) sessions were organized for the members of the Supervisory Board in 2016. The first
session for the Supervisory Board and Executive Board was about the risks and changes of global warming for the Insurance
Industry. During the other session the Supervisory Board, Executive Board and senior managers were educated and updated
with respect to the impact of exponential technology on the business management and strategy of a.s.r.
Independence and conflicts of interest
In 2009, Cor van den Bos announced that his role as Chairman of the Supervisory Board of CED might cause a conflict of
interest if CED-related issues were to be discussed by the Supervisory Board. For this reason, no information relating to the
intended sale of SOS International was shared with him and the matter was discussed in his absence. On 26 January 2016
a.s.r. announced that it had sold SOS International to CED.
There were no reports of potential conflicts of interest by the other supervisory directors. The Supervisory Board has been
able to exercise its tasks completely independently.

B.1.1.3 Executive Board
The Executive Board is responsible for the day-to-day conduct of business of the whole of a.s.r. and for strategy, structure
and performance. In performing its duties, the Executive Board is guided by a.s.r.’s interests, which include the interests of
the businesses connected with a.s.r., which, in turn, include the interests of customers, insurers, shareholders, employees
and, in general, the society in which a.s.r.’s business is carried out. The Executive Board is accountable for the performance
of its duties to the Supervisory Board and to the General Meeting.
Composition
The Executive Board consists of a minimum of two members, including at least a CEO and Chief Financial Officer (CFO).
The Supervisory Board appoints the Executive Board members and may suspend or dismiss any member of the Executive
Board at any time. The Supervisory Board notifies the General Meeting of a proposed appointment. In accordance with the
Relationship Agreement, the Supervisory Board shall give NLFI an opportunity to advise on the decision to appoint or
reappoint any member of the Executive Board, as long as NLFI directly or indirectly holds 10% or more of a.s.r.’s issued
share capital. Only candidates found to meet the fit and proper test under the Dutch Financial Supervision Act are eligible for
appointment. There were no changes in the composition of the Executive Board in 2016.
Education and evaluation
The members of the Executive Board took individual courses in 2016 as part of their Continuing Education (CE). In addition,
much attention was devoted to knowledge-building in the areas of investment and asset management, and to potentially
interesting developments, including the impact of the low level of interest rates and hedging policy.
There was also a session together with the Supervisory Board about the risks and changes of global warming for the
insurance industry.
The Executive Board evaluated its own performance regularly in 2016 by holding what are known as Executive Board team
conduct evaluation sessions. Furthermore, a two-day off-site event was held in August under the guidance of an external
agency which served to discuss different roles and forces for the purpose of harnessing the diversity in the team and making
the most of the collaboration between the members.
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In addition to the self-evaluation, the performance of the members of the Executive Board was also assessed by the
Supervisory Board within the scope of the annual assessment round.
Structure
The managing and supervisory bodies of the supervised entities of a.s.r. met at least four times in 2016. The supervised
entities are ASR Levensverzekering N.V., De Eendragt Pensioen N.V. and AXENT NabestaandenZorg N.V.. The standing
agenda items included the financial (quarterly) results and the compliance, risk and audit reports. Other topics of discussion
were entity-specific issues, including the impact of the changing markets for various entities.
The managing and supervisory directors of ASR Levensverzekering N.V., De Eendragt Pensioen N.V. and AXENT
NabestaandenZorg N.V. are the same as those of ASR Nederland N.V.
De Eendragt Pensioenen N.V. and AXENT NabestaandenZorg N.V. were merged into ASR Levensverzekering N.V., in
October 2016. As a result of these mergers and integrations the number of legal entities (OTSOs) has decreased.

B.1.1.4 Regulations
Professional oath
As of 1 January 2013 a mandatory oath for Executive and Supervisory Board members of financial institutions licensed in the
Netherlands was introduced. The Executive Board and Supervisory Board members of all financial undertakings that are
licensed in the Netherlands must take this mandatory oath. In this oath, board members declare that they will: (a) perform
their duties with integrity and care, (b) carefully consider all the interests involved in the financial institution, i.e. those of the
customers, the shareholders, the employees and the society in which it operates, (c) in doing so, give paramount importance
to the customer’s interests and inform the customer to the best of their ability, (d) comply with the laws, regulations and
codes of conduct applicable to them, (e) observe confidentiality in respect of matters entrusted to them, (f) not abuse their
knowledge, (g) act in an open and assessable manner and know their responsibility towards society, and (h) endeavour to
maintain and promote confidence in the financial sector. If the oath is broken, the supervisory authority (DNB/AFM) can
decide to reassess their suitability.
With respect to insurance companies, apart from the Executive and Supervisory Board members, persons with a
management position directly below the Executive Board that are responsible for persons that may have a significant
influence on the risk profile of the insurance company, are also required to take the oath, as are certain other employees.
This includes persons that may (independently) significantly influence the risk profile of the undertaking as well as those
persons that are or may be involved in the provision of financial services.
Regardless of the above a.s.r. Leven has decided that employees and other persons performing activities under its
responsibility must take the oath. All employees have taken the oath before 1 April 2016. New employees take the oath
within 3 months.

B.1.2 Remuneration report
This paragraph contains a description of group policy, which is applicable for the solo entity. Improving and maintaining the
integrity and robustness of a.s.r. is key to the remuneration policy, and the focus is squarely on the long-term interests of all
our stakeholders. The aim of the remuneration policy is to motivate employees to work for the interests of customers and
other stakeholders within the parameters of the duty of care. The remuneration policy is based on the following principles.
The principles followed for drafting, adopting, applying and enforcing the Group Remuneration Policy are described below.
1. HR policy:
 The remuneration policy strikes a balance between trust in intrinsic motivation on the one hand and agreement on clear
targets and assessment of performance on those targets on the other.
 The total pay-and-benefits package enables the company to compete in the labour market and to attract and retain
competent people.
2. Sound remuneration policy:
 The remuneration policy, including the pension policy, ties in with the corporate strategy and with the company’s
objectives, values and long-term interests. Any changes in strategy, objectives, values and long-term interests are taken
into account when updating the remuneration policy.
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The remuneration policy is ethical, sound and sustainable, in line with the company’s risk appetite, risk management
strategy and risk profile, contributes to robust and effective risk management, and does not encourage a greater risk
appetite than is acceptable to the business.
The remuneration policy has been designed in such a way that allowance is made for the internal workings of the
company, its subsidiaries and group companies, and for the nature, scale and complexity of the risks attached to the
business.
The remuneration policy does not restrict the company’s scope to maintain and strengthen its robust regulatory capital,
solvency margin or own funds.

3. Protection of customers and safeguarding integrity and long-term enterprise value:
 The remuneration policy encourages employees to act in accordance with the company’s long-term interests.
 The remuneration policy has been designed in such a way that consumers, clients or members are treated with due care.
 Performances delivered by employees and by the company itself are measured on the basis of both financial and nonfinancial indicators.
 The remuneration policy does not encourage employees to take excessive risks.
 The remuneration policy seeks to prevent conflicts of interest.
 The company does not apply constructions or methods that facilitate the evasion of the remuneration policy or the
relevant legislation and regulations.
 Employees are expected not to make use of personal hedging strategies or of any insurance policies linked to
remuneration and liability to undermine the risk management effects embedded in their remuneration schemes.
4. Transparency:
 The design, governance and methodology of the remuneration policy are clear, transparent and applicable to all
employees.
5. Compliance:
 The remuneration policy complies with prevailing national and international legislation and regulations (see also Section
1.4). It is evaluated periodically and modified, if necessary, to ensure compliance with new legislation and regulations or
market standards.
 The compliance of the remuneration policy and the related procedures with the relevant rules and regulations is checked
at least once a year by a centralized and independent internal body.
Governance
 The Annual General Meeting (AGM) has decision-making powers relating to the remuneration policy of the Executive
Board and the individual remuneration of the supervisory directors. In addition, the Supervisory Board informs the AGM
of the individual remuneration of the executive directors.
 The Supervisory Board has decision-making powers relating to setting the individual remuneration of the members of the
Executive Board. In addition, the Supervisory Board has responsibilities regarding, the remuneration policy for all groups
of employees and monitors same. The Supervisory Board also approves the remuneration policy and its underlying
principles before they are adopted and the selection of identified staff.
 The Supervisory Board has an Audit and Risk Committee (ARC Committee) and as of the moment of the IPO the
Selection, Appointment and Remuneration Committee was split in the Selection and Appointment Committee and the
Remuneration Committee. These committees are composed of members of the Supervisory Board. The full Supervisory
Board remains responsible for any decisions taken, even if they have been prepared by a committee.
 The duties, composition, expertise, independence and organization of the committees of the Supervisory Board are
described in further detail in their rules of procedure, which are included in two appendices to the Rules of Procedure of
the Supervisory Board.
 The Remuneration Committee provides the Supervisory Board with support and advice in relation to its duties and
responsibilities regarding remuneration policy and remuneration practices. Decisions taken by the Supervisory Board in
this area are prepared by the Remuneration Committee.
 Without prejudice to the duties of the Remuneration Committee, the ARC Committee examines whether the incentives
created by the remuneration system take account of risk, capital, liquidity and the probability and staggering of profit
forecasts, for the purpose of supporting the introduction of sound remuneration policy and practices. The ARC Committee
also provides input for the selection of identified staff.
 The Executive Board has decision-making powers and responsibilities relating to the remuneration policy in respect of all
employees, with the exception of the Executive Board itself and the Supervisory Board. The Executive Board also
decides on the individual remuneration of senior managers (SMs, job levels 22-23).
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Control functions (also known as key functions) are departments that are responsible for the control and supervision of
operations as well as the risks arising from those operations, and in doing so operate independently from the rest of the
organization. They advise and support the Executive Board and Supervisory Board, and report directly to the Executive
Board and Supervisory Board on compliance with applicable legislation and regulations and internal codes. Employees in
control functions are defined as senior and/or managerial employees working in the compliance, audit, risk management
and actuarial functions. The compliance, audit and risk management functions also play an active role in the context of
the remuneration policies and practices relating to other groups of employees.
The human resources function is very closely involved with the implementation of the remuneration policy. It also
coordinates the preparation and evaluation of the remuneration policy and suggests what the policy should look like. In
keeping with the control functions, the human resources function provides input for the ex-ante and ex-post risk
adjustments of variable remuneration.
The control functions and the human resources function collaborate actively on a regular basis. They share information
and provide input for each other’s activities in the area of the remuneration policy.

Remuneration groups
Except where stated otherwise, the regulations contained in the remuneration policy apply to all employees who work under
the responsibility of the Group. The specific groups mentioned are:
 Identified staff
 Employees in control functions (key functions)
 Policymakers
 Senior managers subject to the Dutch Financial Undertakings (Remuneration) Act (Wbfo)
 Executive directors and supervisory directors
 Senior and higher management
Key features of the remuneration system
Until 1 July 2014, the income of senior management, higher management and the CBA (Collective Bargaining Agreement)
population (back-office and front- office) consisted of a fixed and a variable component. The Executive Board has received
no variable remuneration since financial year 2011 based on Sections 1:128 and 1:129 of the Dutch Financial Supervision
Act (Wft) and the corresponding transitional provisions. Following the collective bargaining negotiations with the trade unions,
the variable remuneration for the CBA population was converted as of 1 July 2014 into a salary increase and a fixed
supplement. The conversion was also implemented pro rata for a.s.r. as a whole, including higher and senior management.
From 1 July 2014 onwards, the income of all salary groups including identified staff has consisted only of a fixed salary, with
the exception of 115 front- office staff. This group has a fixed pay component and a target-related pay award of up to 20%.
Executive Board
The pay awarded to the members of the Executive Board comprises a fixed amount per month, including holiday allowance.
The pay is indexed in accordance with the CBA for the insurance industry.
Other employees
The fixed pay awarded to employees consists of a fixed gross monthly salary, a fixed allowance (as a result of the
conversion of variable pay for those employed at a.s.r. on 1 July 2014), 8% holiday allowance and a year-end bonus. The
level of fixed pay depends on the weight attributed to an employee’s role, the related salary group and the employee’s
general performance rating (assessment of deliverables and agreements on appropriate conduct). Fixed pay is adjusted for
structural wage developments in accordance with the CBA for back-office positions in the insurance industry. The objectives
pursued as part of how employees perform their duties are extrapolated from a.s.r.’s strategic targets. a.s.r.’s strategy is
based on helping by taking action. This is reflected in KPIs relating to such issues as a customer dashboard, the CustomerOriented Insurance Quality Mark and the Net Promoter Score. These KPIs form the basis of inspiring individual targets.
Identified staff
Variable remuneration awarded to identified staff before 1 July 2014 will be paid in instalments over the next few years.
Identified staff are conditionally awarded a material share (i.e. 50%) of their variable pay in the form of cash and non-cash
instruments. The conditional variable pay is deferred for three years; a reappraisal is performed at the end of the three- year
period, after which the cash component is paid out. The non-cash component is subject to an additional retention period of
two years. Some of the unconditional variable pay is paid out in cash immediately. The non-cash component of the
unconditional variable pay is also retained for two years.
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This group is also subject to a claw-back mechanism, a fairness clause and a penalty scheme, meaning that the Supervisory
Board can claw back any variable pay already awarded if it was determined and awarded based on incorrect information.
In addition, the Supervisory Board has the right to adjust the level of the conditional variable pay if leaving the payment
unchanged would go against the principles of reasonableness and fairness.
At a.s.r., the following specific variable remuneration schemes may apply to groups of employees:
 Target-related remuneration for front-office positions: employees may be entitled to variable remuneration under the CBA
job classification and pay structure for front-office positions at a.s.r.
 Variable remuneration at ASR Vastgoed Vermogensbeheer B.V. and ASR Vastgoed Ontwikkeling N.V.: As a transitional
measure, a variable remuneration scheme applies to a small group of employees working at ASR Vastgoed
Vermogensbeheer B.V. and ASR Vastgoed Ontwikkeling N.V. who are not identified staff.
 Incidental bonuses: A variable remuneration scheme in which a small amount of remuneration is linked to specific
performance that goes beyond their job description applies to employees who come within the scope of the ASR
Remuneration Policy but are not identified staff.
Retention bonuses
Prior written permission from DNB for retention bonuses exceeding the bonus cap of 20% may only be requested by a.s.r.’s
HR department after it has obtained the prior consent of the Remuneration Committee.
Guaranteed variable remuneration, welcome bonuses and buy-outs
a.s.r. does not award guaranteed variable remuneration except within the legal bounds and only if prior permission has been
obtained from the HR Director.
In accordance with the Group Remuneration Policy, a.s.r. applies the ex-ante and ex-post risk adjustment to variable
remuneration.
 Ex-ante risk adjustment
The human resources function (HR Director) applies the ex-ante risk adjustment, based on input received from the
control functions.
 Penalty
Following a proposal from the Remuneration Committee and based on input from the human resources function and the
control functions, the Supervisory Board decides whether the penalty is to be applied.
 Claw-back
Following a proposal from the Remuneration Committee and based on input from the human resources function and the
control functions, the Supervisory Board decides whether the claw-back clause is to be applied.
Severance pay
No severance pay, either fixed or variable, may be awarded to an employee in the following cases:
 In the event that the employment relationship is terminated early at the employee’s own initiative, except where this is
due to serious culpable conduct or neglect on the part of the company.
 In the event of serious culpable conduct or neglect in the performance of his or her role by the employee.
Additionally, the following conditions apply with respect to severance pay for policymakers.
 The maximum severance pay is 100% of the fixed annual remuneration.
 No severance pay is awarded in the event of the company’s failure.
 No severance pay that can be classified as variable is awarded to policymakers of a.s.r. or banks and insurers that are
part of the Group.
 No fixed severance pay may be awarded to this group of employees unless this severance pay was agreed before 7
February 2015 (or before 20 June 2012 in the case of members of the a.s.r. Executive Board) or is agreed when the
employee in question commenced his or her activities as a policy-maker after 7 February 2015.
No employee may receive total variable remuneration that exceeds 20% of his or her total fixed annual remuneration. This
ratio is also referred to as the ‘20% bonus cap’.
Pension
The principal features of the pension scheme were as follows in 2016:
1. Average-pay pension plan;
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2. Retirement age: 67 years;
3. Accrual rate for old-age pension: 1.875% for all salary groups;
4. Pensionable salary: fixed annual salary on 1 January of any year (capped at € 101.519 gross, this is offset by a
contribution for the accrual of a net pay pension);
5. Partner’s pension: 70% of projected old-age pension;
6. Orphan’s pension: 14% of projected old-age pension;
7. Employee contribution: 6% of pensionable earnings;
8. Flexible elements: early retirement, deferred retirement, exchange, high/low, part-time;
9. a.s.r. does not allow for the award of discretionary pensions.
Pre-pension allowance
As a result of statutory pre-pension regulations, a.s.r. removed all pre-pension elements from its pension plans in 2006.
Employees who joined a.s.r. before 1 January 2006 were initially compensated for this removal through optimization of their
accrual rate and the state pension offset. Where such compensation was inadequate, the employees were awarded a prepension allowance, the amount of which varied based on their age and the original pension commitment. The pre- pension
allowance for employees who joined a.s.r. after 1 January 2006 was 1% of their pensionable salary.
As a result of the change to the pension plan agreed with the Works Council, an additional pre-pension allowance was
introduced with effect from 1 January 2015 for employees who had a pension accrual rate of 2.25% at year-end 2013. The
supplementary pre-pension allowance has been set at 2.25%.
The allowance is paid until the end date of the (regular) pre-pension allowance, subject to a maximum of five years.
Once every three years, an independent consultancy is hired to perform a market comparison (remuneration benchmark).
For the complete a.s.r. remuneration policy please see: asrnl.com.

B.1.3 Related-party transactions
Not applicable for a.s.r. Leven.

B.1.4 Remuneration of Supervisory Board and Executive Board
The members of the Executive Board and Supervisory Board of ASR Levensverzekering N.V. are the same members in the
Executive Board and Supervisory Board of ASR Nederland N.V. The remuneration policy of the Executive and Supervisory
Board members is determined in accordance with the current Articles of Association of ASR Nederland N.V. An overview of
these remunerations is described in the consolidated financial statements of a.s.r. Group.

B.2 Fit and proper requirements
This paragraph contains a description of group policy, which is applicable for the solo entity. The policy pursued by a.s.r.
concerning fit and proper requirements for persons who effectively run the undertaking and other key functions contributes to
a controlled and sound business operations and promotes the stability and integrity of a.s.r. as well as customer confidence.
The fit and proper requirements that are imposed on persons who effectively run the undertaking and other key functions are
included in the job profile, which is used as a basis for recruitment. Each year, an assessment is made of the extent to which
an employee requires training to perform its duties. In addition, a.s.r. has developed a training plan for the continuing
education of persons who effectively run the undertaking and other key functions.
a.s.r. assesses all prospective employees for their reliability and integrity prior to their appointment.
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B.3 Risk management system including the own risk and solvency
assessment Risk Management System
This paragraph contains a description of group policy, which is applicable for the solo entity. It is of great importance that
risks are timely and adequately controlled. In order to do so, a.s.r. has implemented a Risk Management framework based
on internationally recognized and accepted standards (such as the COSO ERM framework and ISO 31000:2009 risk
management principles and guidelines). With the aid of this framework, material risks that a.s.r. is, or can be, exposed to are
identified, measured, managed, monitored and evaluated. The framework is both applicable to a.s.r. Group and the
underlying business entities.

B.3.1 Enterprise Risk Management Framework
The framework below is the risk management framework as applied within a.s.r. The framework is based on the Enterprise
Risk Management (ERM) model by COSO3.

Risk strategy (incl. risk appetite)
a.s.r.’s risk strategy aims to ensure that decisions are made within the boundaries of the risk appetite, as stipulated annually
by the Executive Board and the Supervisory Board. The risk appetite is the level of risk that a.s.r. is prepared to take (see
‘Risk strategy and risk appetite’).
Risk governance
a.s.r. employs a risk governance framework that entails the tasks and responsibilities of the risk management organization
and the structure of the Risk committee.
Systems and data
In order to report the correct figures and to apply risk-mitigating measures timely, it is of vital importance to have qualitatively
adequate data and systems. To ensure this, a.s.r. had developed policies for data quality in line with Solvency II. Tools,
models and systems are implemented to support the risk management process by giving guidance and insight in the key risk
indicators, risk tolerance levels, boundaries and actions and remediation plans to mitigate risks.
Risk policies and procedures
The classification of risks within a.s.r. is performed in line with the Solvency II risks. Each risk category consists of a policy
that explains how risks are identified, measured and controlled within a.s.r.
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Risk culture
Risk culture is an important subject that emphasizes the human side of risk management. The Executive Board has a
distinguished role in expressing the appropriate norms and values (tone at the top). a.s.r. employs several measures to
increase the risk awareness and, in doing so, the risk culture.
Risk management process
The risk management process explains the central steps for the implementation of the risk strategy. Through five steps the
risks within the company can be effectively managed. These steps include: 1) identify risks; 2) measure risks; 3) manage
risks; 4) monitor and report on risks; and 5) evaluate the risk profile and risk management framework.

B.3.1.1 Risk strategy and risk appetite
The risk strategy of a.s.r. aims to ensure that management decisions lead to a risk profile that remains in line with the
mission of the organization. The risk strategy entails all processes to manage identified risks and to take advantage of
opportunities that come around. In order to achieve this, a risk appetite is established so that the risk profile can be managed
within the boundaries as determined by the Executive Board and approved by the Supervisory Board. These risk boundaries
are set with the goal of remaining a solid insurance company with the right balance between risk and return. The risk appetite
describes the level of risk a.s.r. is prepared to take to realize the strategic goals. Risk exposures are actively managed to
ensure that the risks will stay within the defined limits.
The risk appetite represents the level of risk a.s.r. is willing to take for the realization of its strategic goals, with a sound
balance between risk and return. The risk appetite of a.s.r. Leven is derived from the group level risk appetite and covers
both financial and non-financial risks Risk tolerances, limits and targets are set for all risk appetite statements. Objectives of
the risk appetite are:
 To serve as an important steering instrument on a daily basis: a pragmatic approach at both group-, legal entity- and
business unit level. This helps to develop a vision with respect to risk, which is used in the day-to-day decision-making
process;
 To link the risk appetite to the strategic pillars, in order to indicate a.s.r.’s willingness to take risks.
The risk appetite is based on a.s.r.’s mission, vision and strategy, determined by the Executive Board. The overall mission is
to offer transparent insurance solutions as a trusted partner to customers, while creating sustainable and stable value for
a.s.r’s stakeholders. This mission is translated into the prioritization of simple and transparent products, clear communication
and fair treatment of customers. The strategy is derived from the mission and is based on four pillars: fulfilling customer
needs, pricing discipline and underwriting excellence, cost effectiveness and maintaining a cash generative business model.
a.s.r. strives to execute these four strategic pillars within all of the business lines.
Fulfilling Customer Needs
a.s.r. aims to offer customers simple, transparent products that fulfil their needs.
Excellence in Pricing, Underwriting and Claims Handling
a.s.r. intends to maintain a disciplined pricing strategy focusing on further deepening its knowledge of customer behavior and
continuing to enhance and further develop its experience and skills in respect of pricing and underwriting.
Cost Effectiveness
a.s.r. aims to continuously focus on effectively managing its costs.
Cash Generative Business Model
a.s.r.’s objective is to maintain its operation on a cash generative business model backed by a sound investment policy and
investment mix to deliver robust, high-quality earnings underpinned by strong capital generation.
Through a top-down strategic risk analysis at group level and bottom-up control risk self assessments from the legal entities
the most important strategic risks are identified. For each of these risks an estimation of the probability and impact is made to
prioritize the risks. The outcomes of these analyses are input for defining the level of risk the organization is willing to take in
order to achieve strategic goals. The risk appetite is formulated to provide steering and direction to the management of the
strategic risks. The risk appetite contains a number of qualitative and quantitative risk statements. The statements point out
the risk preferences and tolerances of the organization and are viewed as key elements for the realization of our strategy.
With the use of hard and soft limits the boundaries for accepting risks are objective and evident. Soft limits are used as early
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warning signals to prevent risk taking beyond the hard limits. The performance against these statements is monitored in the
risk committees. The statements and limits are evaluated regularly to maintain alignment with the strategy.

B.3.1.2 Risk governance
a.s.r.’s risk governance could be described by:
 risk ownership;
 the implemented three lines of defence model and associated (clear delimitation of) tasks and responsibilities; and
 the risk committee structure to ensure adequate strategic decision making
Risk ownership
The Executive Board has the final responsibility for risk exposures and management within the organization. Part of the
responsibilities have been delegated to persons that manage the divisions where the actual risk-taking takes place. Risk
owners are accountable for one or more risk exposures that are inextricably linked to the department they are responsible
for. Through the risk committee structure, risk owners provide accountability on ‘their’ risk exposures.
Three lines of defence
The risk governance structure is based on the ‘three lines of defence’ model. The ‘three lines of defence’ model consists of
three defence lines with different responsibilities with respect to the ownership of controlling risks. The model below provides
insight in the organisation of the three lines of defence within a.s.r.

Positioning of key functions
Within the risk governance, the key functions (compliance, risk, actuarial and audit) are organised in accordance with
Solvency II regulation and play an important role as countervailing power of management in the decision making process.
The four key functions are independently positioned within a.s.r. The risk and actuarial function are positioned under
responsibility of the CFO; the compliance and audit function under the responsibility of the CEO. All functions take place in
the central risk committees. None of the functions has voting rights in the committees, in order to remain fully independent as
countervailing power. All functions have direct communication lines with the Executive Board and can escalate to the
chairman of the Audit and Risk Committee of the Supervisory Board.
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Group Risk Management
Group Risk Management is responsible for the execution of the risk management function and the actuarial function. The
department is led by the CRO. Group Risk Management consists of the following sub-departments:
 Enterprise Risk Management;
 Financial Risk Management.
Enterprise Risk Management
ERM is responsible for the second line strategic risk and operational (including IT) risk management and the enhancement of
the risk awareness within the organisation. The responsibilities with regard to strategic risk management include the
development of risk policies, the annual update of the risk strategy (risk appetite), the coordination of the Control Risk Self
Assessment (CRSA) process, the monitoring of the non-financial risk profile and risk priorities of a.s.r. For the management
of operational risks, a.s.r has a solid Risk-Control framework in place that contributes to its long-term solidity. The quality of
our framework is continuously enhanced by the analysis of operational incidents and periodic assessments. Enterprise Risk
Management actively promotes risk awareness at all levels to contribute to the vision of staying a socially relevant insurer.
Financial Risk Management
Financial Risk Management (FRM) is responsible for the second line market risk, counterparty risk, underwriting risk and
liquidity risk management at a.s.r. and its legal entities. Other responsibilities are model validation and policies on valuation
and risk. FRM is also responsible for the actuarial function. As part of the actuarial function, FRM reviews the technical
provisions, monitors methodologies, assumptions and models used in these calculations, and assesses the adequacy and
quality of data used in the calculations. Furthermore, the actuarial function monitors the profitability of new business and
determines if risks related to the profitability of new products are sufficiently addressed in the product development process.
Compliance
Compliance is responsible for the execution of the compliance function. An important task of Compliance is to be the
countervailing power to the Executive Board and management in managing compliance risks for a.s.r. and its subsidiaries.
The mission of the compliance function is to enhance and ensure a controlled and sound business operations and to
safeguard a.s.r.’s reputation.
As second line of defence, Compliance encourages the organization to comply with relevant rules and regulations, ethical
standards and the internal standards derived from them (‘rules’) by providing advice and devising policy. Compliance
supports the first line in the identification of compliance risks and assess the effectiveness of risk management on which
Compliance reports to the relevant risk committees. In doing so, Compliance uses a compliance risk and monitoring
framework. In line with risk management, Compliance also creates further awareness in order to promote a culture of
integrity. Compliance coordinates contacts with regulators in order to maintain an effective relationship and keeps oversight
of the current topics.
Audit
The Audit department, the third line of defence, provides an independent opinion on governance, risk and management
processes, with the goal of supporting the Executive Board and the other management of a.s.r. in achieving the corporate
objectives. To that end, Audit evaluates the effectiveness of governance, risk and management processes, and provides
pragmatic advice that can be implemented to further optimize these processes. In addition, senior management can engage
Audit for specific advisory projects.
Risk committee structure
a.s.r. has established a structure of risk committees with the objective to monitor the risk profile for a.s.r., its legal entities and
its business lines in order to ensure that it remains within the risk appetite and the underlying risk tolerances and risk limits.
When triggers are hit or likely to be hit, risk committees can decide to take measures and to increase the frequency of their
meetings. For each of the risk committees a statute is drawn up in which the tasks, composition and responsibilities of the
committee are defined.
The risk committee structure is as follows:
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Audit and Risk Committee
The Audit and Risk Committee was established by the Supervisory Board to gain support in the following matters:
 Assessment of the risk appetite proposal based on the financial and non-financial risk reports;
 Assessment of the annual report, including the financial statements;
 The relationship with the independent external auditor, including the assessment of the qualities and independence of the
independent external auditor and the proposal by the Supervisory Board to the AGM to appoint the independent external
auditor;
 The performance of the audit function, compliance function and the risk management function;
 Compliance with rules and regulations; and
 The financial position.
The Audit and Risk Committee has three members, one of whom acts as its chair.
a.s.r. Risk Committee
The a.s.r. Risk Committee is a sub-committee of the Executive Board and monitors the overall risk profile on a quarterly
basis. At least annually, the a.s.r. Risk Committee determines the risk appetite statements, limits and targets for a.s.r. and
business lines. This relates to the overall a.s.r. risk appetite and the subdivision of risk appetite by financial and non-financial
risks. The risk appetite is then submitted to the a.s.r. Audit and Risk Committee, which advises the Supervisory Board on the
approval of the risk appetite. The a.s.r. Risk Committee also monitors the progress achieved in managing risks included in
the Risk Priorities of the Executive Board.
All members of the Executive Board participate in the a.s.r. Risk Committee, which is chaired by the CEO. The involvement
of the Executive Board ensures that risk decisions are being addressed at the appropriate level within the organization. In
addition to the Executive Board, the CRO, Director of Audit and Director of Integrity are members of the Committee.
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Non-Financial Risk Committee
The Non-Financial Risk Committee discusses, advises and decides upon non-financial risk policies. The most relevant risk
policies are approved by the a.s.r. Risk Committee. The Non-Financial Risk Committee monitors that non-financial risks are
adequately managed and monitors that the risk profile stays within the agreed risk limits. If the risk profile exceeds the limits,
the Non-Financial Risk Committee takes mitigating actions. The Non-Financial Risk Committee reports to the a.s.r. Risk
Committee. The Chairman of the Non-Financial Risk Committee is the COO of the SME insurance market (who is also a
member of the Executive Board).
Financial Risk Committee
The Financial Risk Committee discusses and decides upon financial risk policies. The most relevant risk policies are
approved by the a.s.r. Risk Committee. The Financial Risk Committee monitors and controls financial risks (market,
insurance, liquidity and counterparty default risk). The Financial Risk Committee also monitors whether the risk profile stays
within the risk limits. If the risk profile exceeds these limits, the Financial Risk Committee takes mitigating actions. The
Financial Risk Committee reports to the a.s.r. Risk Committee. The Chairman of the Financial Risk Committee is the CFO.
Capital, Liquidity and Funding Committee
The Capital, Liquidity and Funding Committee is a subcommittee of the Financial Risk Committee. As such, the Capital,
Liquidity and Funding Committee prepares and assesses the technical analysis of capital, liquidity and funding positions,
rating policy, rating model reporting, and treasury activities. The Chairman of the Capital, Liquidity and Funding Committee is
the Director of Group Asset Management.
Model Validation Committee
The model validation committee is a subcommittee of the Financial Risk Committee and is responsible for the execution and
update of the model validation policy and for the approval of existing or newly developed validated models before taken into
use. The Model Validation Committee receives all required information for the validation of models (for instance model
documentation and validation reports), which information is prepared by the validation board that assures the quality of the
validation process. The chairman of the Model Validation Committee is the CRO.
Business Risk Committees
The business lines manage and control their risk profile through the Business Risk Committees. The Business Risk
Committees monitor that the risk profile of the business line stays within the risk appetite, limits and targets, as formulated by
the Executive Board. The Business Risk Committee reports to the Financial Risk Committee and the Non-Financial Risk
Committee. The Chairman of the Business Risk Committee is the Managing Director of the business line.
Central Investment Committee
In addition to the risk committee structure, the Central Investment Committee monitors tactical decisions and the execution of
the investment policy. It takes investment decisions within the boundaries of the strategic asset allocation as agreed upon in
the Financial Risk Committee. The Central Investment Committee bears particular responsibility for investment decisions
exceeding the mandate of the investment department. The Central Investment Committee is chaired by the COO of the
Retail insurance market (member of the Executive Board).
Product Approval and Review Committee
The Product Approval and Review Committee is responsible for the final decision-making process around the introduction of
new products and adjustments in existing products. The committee evaluates if risks in newly developed products are
sufficiently addressed. New products need to be developed in such a way that they are cost efficient, reliable, useful and
secure. New products also need to have a strategic fit with a.s.r.’s mission to be a solid and trustful insurer. In addition, the
risks of existing products are evaluated, as requested by the product approval and review process as a result of product
reviews.

B.3.1.3 Systems and data
Tools, models and systems are implemented to support the risk management process by giving guidance and insight in the
key risk indicators, risk tolerance levels, boundaries and actions and remediation plans to mitigate risks. The availability,
adequacy and quality of data and IT systems is important in order to ensure that correct figures are reported and risk
mitigating measures can be taken in time. It is important to establish under which conditions the management information
that is submitted to the risk committees has been prepared and which quality safeguards were applied in the process of
creating this information. This allows the risk committees to ascertain whether the information is sufficient to base further
decisions on. a.s.r. has a Data Governance and Quality policy in place to support the availability of sound management
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information. This policy is evaluated on an annual basis and revised at least every three years to keep the standards in line
with the latest developments on information management. The quality of the information is reviewed on the basis of the
following aspects, based on Solvency II:
 Completeness (including documentation of accuracy of results)
 Adequacy
 Reliability
 Timeliness
The integrity, i.e. reliability, of information is the degree to which it is up-to-date, complete and error-free. The preparatory
body or department also checks the assumptions made and the plausibility of the results, and ensures coordination with
relevant parties. When a preparatory body has established that the information is reliable and complete, it approves and
formally submits the document(s) to a risk committee.
The information involved tends to be sensitive. To prevent unauthorized persons from accessing it, it is disseminated using a
secure channel or protected files. a.s.r.’s information security policy contains guidelines in this respect.
The aim of the information security policy is to take measures to ensure that the requirements for the availability, reliability
and confidential use of systems and data are met.
 Information availability refers to the degree to which the information is at hand as soon as the organization needs it,
meaning, for instance, that the information should be retrievable on demand and that it can be consulted and used at the
right time.
 Information reliability refers to the degree of the accuracy and completeness of computer-processed data, given the uses
they are intended for.
 ‘Confidential use’ refers to the degree to which the information is available to authorized persons only and the degree to
which it is not available to unauthorized persons.
There are technical solutions for accomplishing this, by enforcing a layered approach (defence-in-depth) of technical
measures to avoid unauthorized persons (i.e. hackers) to compromise a.s.r. corporate data and systems. In this perspective,
one may think of methods of logical access management, intrusion detection techniques, in combination with firewalls that
are aimed at preventing hackers and other unauthorized persons from accessing information stored on a.s.r. systems.
Nevertheless, confidential information can also have been committed to paper. In addition to technical measures the physical
measures, such as the lock-down of a certain room, can also form part of the information security environment. a.s.r.’s
information security policy is based on ISO 27002 ‘Code of practice for information security management’. This Code
describes best practices for the implementation of information security.

B.3.1.4 Risk policies and procedures
a.s.r. has established policies for each of the main risk categories (market, counterparty default, liquidity, insurance, strategic
and operational). These policies address the accountabilities and responsibilities for the management of the different risk
types. Also the methodology for risk measurement is included in the policies. The content of the policies is aligned to create a
consistent and complete set. The risk policy landscape is maintained by Group Risk Management and Compliance. These
departments also monitor the correct implementation of the policies in the business. New risk policies or updates of existing
risk policies, are approved by the risk committees as mentioned in the previous section.

B.3.1.5 Risk culture
Risk awareness is a vital component of building a sound risk culture within a.s.r. that emphasizes the human aspect in the
management of risks. In addition to gaining sufficient knowledge, skills, capabilities and experience in risk management, it is
of importance that an organization enables objective and transparent risk reporting in order to manage them more effectively.
The Executive Board clearly recognizes the importance of risk management and is therefore represented in all of the major
group level risk committees. Risk Management is involved in the strategic decision-making process, where the company’s
risk appetite is always considered. The awareness of risks during decision-making is continually addressed when making
business decisions, for example by discussing and reviewing risk scenarios and the positive and/or negative impact of risks
before finalizing decisions.
It is very important that this risk awareness trickles down to all parts of the organization, and therefore management actively
encourages personnel to be aware of risks during their tasks and projects, in order to avoid risks or mitigate them when
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required. The execution of risk analyses is embedded in daily business in, for example, projects, product design and
outsourcing.
In doing so, a.s.r. aims to create a solid risk culture in which ethical values, desired behaviors and understanding of risk in
the entity are fully embedded. Integrity is of the utmost importance at a.s.r.: this is translated into a code of conduct and strict
application policies for new and existing personnel, such as taking an oath or promise when entering the company, and the
‘fit and proper’ aspect of the Solvency II regulation, ensuring that a.s.r. is overseen and managed in a professional manner.
Furthermore, a.s.r. believes it is important that a culture is created in which risks can be discussed openly and where risks
are not merely perceived to be negative: risks can also present a.s.r. with opportunities. Risk Management (both centralized
and decentralized) is positioned as such, that it can communicate and report on risks independently and transparently, which
also contributes to creating a proper risk culture.

B.3.1.6 Risk management process
The risk management process typically comprises of five important steps: 1) identifying; 2) measuring; 3) managing; 4)
monitoring and reporting; and 5) evaluating 1. a.s.r. has defined a procedure for performing risk analyses and standards for
specific assessments.
Identifying
Management should endeavor to identify all possible risks that may impact the strategic objectives of a.s.r., ranging from the
larger and/or more significant risks posed on the overall business, down to the smaller risks associated with individual
projects or smaller business lines. Risk identification comprises of the process of identifying and describing risk sources,
events, and the causes and effects of those events.
Measuring
After risks have been identified, quantitative and/or qualitative assessments of these risks take place to estimate the
likelihood and impact associated with them. Methods applicable to the assessment of risks are:
 Sensitivity analysis;
 Stress testing;
 Scenario analysis;
 Expert judgments (regarding likelihood and impact); and
 Portfolio analysis.
Managing
Typically, there are five strategies to manage risk:
 Accept: risk acceptance means accepting that a risk might have consequences, without taking any further mitigating
measures;
 Avoid: risk avoidance is the elimination of activities that cause the risk;
 Transfer: risk transference is transferring the impact of the risk to a third party;
 Mitigate: risk mitigation involves the mitigation of the risk likelihood and/or impact.
 Exploit: risk exploitation revolves around the maximization of the risk likelihood and/or increasing the impact if the risk
does happen.
Risk management strategies are chosen in a way that ensures that a.s.r. remains within the risk appetite tolerance levels and
limits.
Monitoring and reporting
The risk identification process is not a continuous exercise. Therefore, risk monitoring and reporting are required to capture
changes in environments and conditions. This also means that risk management strategies could, or perhaps should, be
adapted in accordance with risk appetite tolerance levels and limits.
Evaluating
The evaluation step is twofold. On the one hand, evaluation means risk exposures are evaluated against risk appetite
tolerance levels and limits, taking (the effectiveness of) existing mitigation measures into account. The outcome of the

1

Based on COSO ERM and ISO 31000:2009.
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evaluation could lead to a decision regarding further mitigating measures or changes in risk management strategies. On the
other hand, the risk management framework (including the risk management processes) is evaluated by the risk
management function, in order to continuously improve the effectiveness of the risk management framework as a whole.

B.3.2 a.s.r.’s risk categories
There are six main risk categories at a.s.r., these are: insurance risk, market risk, counterparty default risk, liquidity risk,
operational risk and strategic risk.
Insurance risk
Insurance risk is the risk that premium and/or investment income will not be sufficient to cover current or future payment
obligations, owing to the application of inaccurate technical or other assumptions and principles when developing and pricing
products. a.s.r. recognizes the following Insurance risks:
 Non-life insurance risk
 Life insurance risk
 Health
Market risk
Market risk is the risk of a change in value due to movements in market variables. The following market risks have been
identified:
 Interest rate risk
 Equity risk
 Property risk
 Spread risk
 Currency risk
 Concentration risk/market concentration risk
Counterparty default risk
Counterparty default risk is the risk of losses due to the unexpected failure to pay or credit rating downgrade of
counterparties and debtors. Counterparty default risk exists in respect of the following counterparties:
 Reinsurers
 Consumers
 Intermediaries
 Counterparties that offer cash facilities
 Counterparties with which derivatives contracts have been concluded
Liquidity risk
Liquidity risk is the risk that a.s.r. is not able to meet its financial obligations to policyholders and other creditors when they
become due and payable, at a reasonable cost and in a timely manner.
Operational risk
Operational risk is the risk of losses caused by weak or failing internal procedures, weaknesses in the action taken by
personnel, weaknesses in systems or because of external events. The following subcategories of operational risk are used:
 Compliance
 Business process
 Information technology
 Outsourcing
 Financial reporting
Strategic risk
Strategic risk is the risk that a.s.r. or its business lines fail to achieve the objectives owing to incorrect decision-making,
incorrect implementation and/or an inadequate response to changes in the environment.
Such changes may arise in the following areas:
 Demographics
 Competitive conditions
 Technology
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Macroeconomic conditions
Laws and regulations and ethical standards
Stakeholders
Group structure (for product lines only)

Strategic risk may arise due to a mismatch between two or more of the following components: the objectives (resulting from
the strategy), the resources used to achieve the objectives, the quality of implementation, the economic climate and/or the
market in which a.s.r. and/or its business lines operate.

B.4 Internal control system
This paragraph contains a description of group policy, which is applicable for the solo entity. Within a.s.r., internal control is
defined as the processes, affected by the board of directors, senior management, and other personnel within the
organization, implemented to obtain a reasonable level of certainty with regard to achieving the following objectives:
 High-level goals, aligned with and supporting the organization’s mission
 Effective and efficient use of resources
 Reliability of operational and financial reporting
 Compliance with applicable laws regulations and ethical standards
 Safeguarding of company assets

B.4.1 Strategic and operational risk management
The system of internal control includes the management of risks at different levels in the organization, both operational
(discussed in section C.5) and strategic. Internal control at an operational level centers around identifying and managing
risks within the critical processes that pose a threat to the achievement of the business line's objectives. The use of controls
helps to mitigate or even completely eliminate identified risks. This increases the business line's chances of achieving its
objectives and demonstrates that it is in control. Business lines report on the effectiveness of their controls on a quarterly
basis. The effectivity of controls is important input for the sign off that each business line provides on the financial figures.
At a strategic level, the major risks are identified and assessed periodically with a control risk self-assessment.. After the
analysis a list of main risks is established and risk management actions are assigned. The progress of these actions are
monitored in risk committee.

B.4.1.1 Strategic Risk Management
Strategic risk is defined as the risk that a.s.r. will not reach its strategic objectives, because risk considerations are not or
incorrectly addressed in decision-making processes, incorrect implementation of decisions and/or failure to respond
adequately to market developments. Strategic risk management aims to identify and manage the most significant risks that
may impact a.s.r.’s strategic objectives. Subsequently, the aim is to identify and analyze the risk profile as a whole, including
risk interdependencies. The ORSA process is designed to identify, measure, manage and evaluate those risks that are of
strategic importance to a.s.r.:
Identifying
Through the ORSA process a Control Risk Self-Assessment (CRSA) is conducted annually to identify risks that have an
impact on the achievement of the organization’s strategic objectives. The outcomes of the CRSA is translated into risk
scenarios and a list of main risks.
Measuring
a.s.r. conducts an own risk and solvency assessment (ORSA) each year or more frequently if required by significant changes
in a.s.r.’s risk profile. The ORSA is a tool for risk and capital management. Through the ORSA process, the likelihood and
impact of the identified risks are assessed, by transposing the risks into scenarios, taking into account (the effectiveness of)
risk mitigating measures and planned improvement actions. Information from other processes is used to gain additional
insights into the likelihood and impact. One single risk scenario takes multiple risks into account. In this manner, the risk
scenarios provide (further) insights into risk interdependencies. In these scenario’s the impact on the balance sheet, the
solvency position and the income statement is simulated.
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Managing
As part of the CRSA processes, the effectiveness of risk mitigating measures and planned improvement actions is assessed.
This means risk management strategies are discussed, resulting in refined risk management strategies.
Monitoring and reporting
The output of the ORSA process is translated into day-to-day risk management and monitoring and reporting, both at group
level and product line levels. At the level of the product lines, risks are discussed in the Business Risk Committee.
Evaluating
Insights regarding likelihood and impact are evaluated against solvency targets. Based on this evaluation, conclusions are
formulated regarding the adequacy of solvency objectives at group and individual legal entity level.

B.4.2 Compliance function
B.4.2.1 Positioning and structure of compliance function
The compliance function is a centralized function and, together with Investigation, is part of the Integrity department. The
Integrity department is headed by a director who is appointed as the a.s.r. Compliance Officer for both a.s.r. and the
supervised entities. The compliance function is considered a key function. The CEO of ASR Nederland N.V. has the ultimate
responsibility for the compliance function. The a.s.r. Compliance Officer is appointed, at the CEO’s suggestion, by the a.s.r.
Audit and Risk Committee, which is part of the Supervisory Board of ASR Nederland N.V.
The a.s.r. Compliance Officer reports directly to the CEO of ASR Nederland N.V. In addition, the a.s.r. Compliance Officer is
formally required to report to the chairman of the a.s.r. Audit and Risk Committee to safeguard the independent position of
the compliance function and enables it to operate autonomously. The a.s.r. Compliance Officer is entitled to escalate critical
compliance matters to the highest organizational level or the Supervisory Board of ASR Nederland N.V.

B.4.2.2 Responsibilities and duties
The mission of the compliance function is to enhance and ensure a controlled and sound business operations and to
safeguard a.s.r.’s reputation.
The compliance function, as part of the second line of defence, is responsible for:
 Encouraging compliance with relevant rules and regulations, ethical standards and the internal standards derived from
them (‘rules’) by providing advice and devising policy.
 Monitoring compliance with rules. The compliance function prepares a detailed list and performs an assessment of the
compliance risks and how they are managed, taking a.s.r.’s objectives and the rules as a basis. As part of this, it makes
use of a compliance risk and monitoring framework.
 Managing compliance risks by developing adequate compliance risk management, including auditing and, if necessary,
arrangements concerning management and actions to be taken.
 Raising a greater sense of awareness in order to promote a culture of integrity.
 Coordinating contacts with regulators in order to maintain effective relationships with them.

B.4.2.3 Compliance charter
The compliance charter sets out the responsibilities, duties and governance of the compliance function at ASR Nederland
N.V. The a.s.r. Compliance Officer ensures that the charter is approved by the a.s.r. Risk Committee and the a.s.r. Audit and
Risk Committee. The compliance charter was updated and approved in 2016.

B.4.2.4 Annual Compliance plan
Developments in rules, the management of high compliance risks and action plans provide the basis for the annual
compliance plan and compliance’s monitoring activities. The annual compliance plan is discussed with management and
submitted to the Executive Board of ASR Nederland N.V. and the a.s.r. Audit and Risk Committee for approval.

B.4.2.5 Reporting
The compliance function reports quarterly on compliance matters and progress made on the relevant actions at Group level,
supervised entity level and at division level. The quarterly report at division level is discussed with the responsible
management and scheduled in the Business Risk Committee.
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The quarterly report at Group level and supervised entity level is presented to the a.s.r. Risk Committee, discussed with them
and submitted to the a.s.r. Audit and Risk Committee. The report is also shared and discussed with DNB, AFM and external
auditor.

B.5 Internal audit function
This paragraph contains a description of group policy, which is applicable for the solo entity. The Audit Department provides
a professional and independent assessment of the governance, risk management and internal control processes with the aim
of aiding management in achieving the company’s objectives. The Audit Department evaluates the effectiveness of
governance, risk management and internal control processes, and gives practical advice on process optimization. This
statement of duties has been set down in the Audit Charter for ASR Nederland N.V. and the legal entities. The Audit
Department reports its findings to the Executive Board of ASR Nederland N.V., to the managing board of ASR
Levensverzekering N.V. and, by means of the quarterly management report, to the a.s.r. Audit and Risk Committee.
The Audit Department has an independent position within a.s.r., as set down in the Audit Charter. The supervisory board of
ASR Nederland N.V. guarantees Audit and its employees an independent, impartial and autonomous position in order to
execute the mission of Audit. The head of the Audit Department reports to the chairman of the Executive Board of ASR
Nederland N.V. and has a reporting line to the chairman of the a.s.r. Audit and Risk Committee. The Chief Audit Executive is
appointed by the a.s.r. Audit and Risk Committee. In order to maintain the independence and impartiality of the internal audit
function, the audit function is not influenced by the Executive Board of ASR Nederland N.V. and the managing board of ASR
Levensverzekering N.V. in the execution of an audit and the evaluation of and reporting on audit outcomes. The audit
function is not subjected to any inappropriate influence from any other function, including the key functions.
The persons carrying out the internal audit function do not assume any responsibility for any other (key) function. The Audit
Department has periodic consultations with DNB to discuss the risk assessment, findings and audit plan. The department
also takes the initiative to organize a ‘tripartite consultation’ with DNB and the independent external auditor at least once a
year. In 2016, two tripartite consultations were held.
The Audit Department sets up a yearly audit plan based upon an extensive risk assessment. The Audit Department’s risk
assessment is performed in close consultation with the independent external auditor. The audit plan is approved by the a.s.r.
Audit and Risk Committee. At least once a year, the audit plan is evaluated and any changes to the plan must be approved
by the a.s.r. Audit and Risk Committee.
All Audit officers took the oath for the financial sector and are subject to disciplinary proceedings. All Audit officers have
committed themselves to the applicable code of conduct of a.s.r., follow the Code of Ethics of the Institute of Internal Auditors
(IIA) and comply with the specific professional rules of the Netherlands Institute of Chartered Accountants (NBA) and the
professional association for IT-auditors in the Netherlands (NOREA).
Audit applies the standards of the IIA, NBA and NOREA for the profession of internal auditing. Each year, Audit performs a
self-assessment and an internal quality review and reports the results to the chairman of the board and to the members of
the a.s.r. Audit and Risk Committee. In accordance with the standards of the IIA, an external quality review is performed
every four years. During the last review in 2016, Audit was approved by the IIA and received the Institute’s quality certificate.

B.6 Actuarial function
This paragraph contains a description of group policy, which is applicable for the solo entity. The Actuarial Function (AF) is
one of four key functions in a.s.r.’s system of governance.
The main tasks and responsibilities of the AF are to:
 coordinate the calculation of technical provisions;
 ensure the appropriateness of the methodologies, underlying models and the assumptions made in the calculation of
technical provisions;
 assess the sufficiency and quality of the data used in the calculation of technical provisions;
 compare best estimates against experience;
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inform the administrative, management or supervisory body of the reliability and adequacy of the calculation of technical
provisions;
express an opinion on the overall underwriting policy;
express an opinion on the adequacy of reinsurance arrangements; and
contribute to the effective implementation of the risk management system

The AF is part of the second line of defence and operates independently of both the first line (responsible for determining the
technical provisions, reinsurance and underwriting), as well as the other three key functions (internal audit, risk management
and compliance).
The AF for both ASR Nederland N.V. and the insurance legal entities is operationally part of a.s.r. Group Risk Management.
The AF is performed by persons who have profound knowledge of actuarial and financial mathematics, proportionate to the
nature, scale and complexity of the risks present in a.s.r.’s businesses.
There are two function holders. One is responsible for the legal entities in the Life segment (Individual Life, Funeral and
Pensions business lines) and the other for the entities in the Non-life segment (Property and Casualty, Disability and Health
business lines). Both act as function holder for ASR Nederland N.V. The first-mentioned one acts as function holder for ASR
Levensverzekering N.V.
The AF function is represented in several risk committees. Each year, the AF drafts a formal report, which it discusses with
the a.s.r. Risk Committee (or Executive Board) and the a.s.r. Audit and Risk Committee.
Independence of the AF is secured through several measures:
 The Actuarial function holders are nominated by the Chairman of the Board and appointed by the a.s.r. Audit and Risk
Committee;
 The Actuarial function holders have unrestricted access to all relevant information necessary for the exercise of their
function;
 The Actuarial function holders have a direct reporting line to the a.s.r. Risk Committee or Executive Board and the Audit
and Risk Committee of a.s.r. The AF is free to report to one of the management or risk committees when considered
necessary;
 The AF is free to report all relevant issues;
 In case of a conflict of interest with the CFO and/or CRO, the function holders may escalate directly to the CEO and to
the Chairperson of the Audit and Risk Committee of a.s.r.;
 If the AF is asked to perform tasks that are outside the formal scope described in a charter, the function holder(s) assess
if there is a conflict of interest. If so, the AF will not execute the task unless there are sufficient additional measures to
mitigate conflicts of interest;
 The Internal Audit Department conducts an annual assessment of the functioning of the governance of a.s.r. and the
(independent) operation of the Actuarial function;
 Target Setting and assessment of the function holders is done by the CFO and must be approved by the Chairman of the
Audit and Risk Committee.

B.7 Outsourcing
This paragraph contains a description of group policy, which is applicable for the solo entity. a.s.r. has outsourced some of its
operational activities. Despite this, a.s.r. remains fully responsible and accountable for these activities and the power of
influence remains with a.s.r. To manage the risks related to outsourcing, a.s.r. has drafted a policy to safeguard a controlled
and sound business operations.
Solid risk management, governance and monitoring are essential to manage outsourced activities. The outsourcing policy
outlines the relevant procedures and is applicable to a.s.r. and its subsidiaries. A risk assessment must be performed for
critical and/or important outsourced activities. This assessment focuses on e.g. concentration risk, competition risk, vendor
lock-in and conflicts of interests.
To define the respective rights and obligations, a.s.r. drafts a written outsourcing contract with the service provider.
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Confidentiality, quality of service and continuity are key for a.s.r. in carrying out its activities. In addition, customer centricity
and compliance with law and regulations are essential, regardless of who performs the activities. To safeguard the quality of
outsourced activities, service providers are closely scrutinized prior to selection and compliance with agreed obligations is
monitored. The findings of the monitoring activities serve as input for the periodic consultation on operational, tactical and
strategic level with the service provider.
a.s.r. Leven has outsourced certain critical and/or important activities that are part of material operational processes.
Outsourced activities are related to front- or back office activities In addition, the management and service of some
supporting systems are also outsourced.

B.8 Any other information
Other material information about the system of governance does not apply.
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C Risk profile
Risk management is an integral part of our daily business activities. a.s.r. Leven applies an integrated approach in managing
risks, ensuring that our strategic goals (customer interests, financial solidity and efficiency of processes) are maintained. This
integrated approach ensures that value will be created by identifying the right balance between risk and return, while
ensuring that obligations towards our stakeholders are met. Risk management supports a.s.r. Leven in the identification,
measurement and management of risks and monitors to ensure adequate and immediate actions are taken in the event of
changes in a.s.r.’s risk profile.
a.s.r. Leven is exposed to the following types of risks: market risk, counterparty default risk, liquidity risk, insurance risk (life),
strategic risk and operational risk. A risk appetite is formulated and establishes a framework that supports the effective
selection of risks.
The risk appetite specifies the maximum level of risk that the legal entity is willing to take in achieving its objectives. The risk
appetite, which contains both financial and non-financial risk appetite statements, is recalibrated every year on the basis of
the strategy of a.s.r. Leven. The risk profile is reviewed and adopted by the Business Risk Committee every three months.
This committee is made up of the Managing Board, members of the Finance and Risk column, the compliance officer, the
risk manager and members of the Internal Audit Department. Risk appetite compliance reports are submitted to the central
Non-Financial Risk Committee (NFRC) and the Financial Risk Committee (FRC) of a.s.r. In the event of variances, the
controls that a.s.r. Leven must implement in order to bring the risk profile back within the bandwidths of the risk appetite are
defined and documented. The risk appetite is thus an important operational instrument.
As of 1 January 2016 the Solvency II regime is in place. a.s.r. measures its risks based on the standard model as prescribed
by the Solvency II regime and therefore the risk management framework and this chapter are fully in aligned with Solvency II.
The Solvency Capital Requirement (SCR) is determined as the change in own funds caused by a predetermined shock
which is calibrated to a 1-in-200 year event. The basis for these calculations are the Solvency II technical provisions which
are calculated as the sum of a best estimate and a risk margin.
Management of financial risks in 2016
a.s.r. Non-Life strives to find an optimal tradeoff between risk and return, also known as value-based management. Valuebased management is applied in decision-making throughout the entire product cycle: from product approval to the payment
of benefits and claims to product discontinuation. At the more strategic level, decision-making takes place through balance
sheet management. A robust solvency position takes precedence over profit, premium income and direct investment income.
Risk tolerance levels and limits are captured in the financial risk appetite statements and monitored by the FRC. The FRC
evaluates financial risk positions against the RAS on a monthly basis.
a.s.r. Non-Life assesses from time to time whether the technical provisions are sufficient to cover the insurance liabilities. To
gain reasonable assurance regarding the accuracy of model outcomes in accordance with Solvency II, technical standards,
model validation and other mitigating measures are applied. Primary scope of model validation are best estimate and
solvency capital requirement models. These provisions were adequate at year-end 2016. The underlying assumptions for
assessing the provision are adjusted from time to time to economic and non-economic developments.
Management of non-financial risks in 2016
Every year strategic risks are identified in a Control Risk Self-Assessment (CRSA). The CRSA is a method for the
identification of risks that pose a threat to the achievement of the strategic objectives set out in the business plan. The risk
priorities of a.s.r. Life are defined based on the CRSA.
The risk profile is reviewed and adopted by the Business Risk Committee (BRC) of the underlying product lines every three
months. This committee is made up of the management of the product line, members of the Finance and Risk functions, the
compliance officer, the risk manager, a legal officer and members of the Internal Audit Department. Risk appetite compliance
reports are submitted to the central Non-Financial Risk Committee and the Financial Risk Committee. In the event of
variances, the controls that a.s.r. Life is required to implement in order to bring the risk profile back within the bandwidths of
the risk appetite are defined and documented.
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Key risk developments in 2016
The Own Risk and Solvency Assessment (ORSA), which forms part of the Solvency II rules, is performed on an annual
basis. The ORSA makes it possible to form a judgement on the position of a.s.r. Leven in terms of risk, solvency and capital,
both now and in the future, under different stress scenarios and relative to the risk appetite. The ORSA provides insight into
the robustness of the solvency position and the measures to be taken in diverse scenarios. The ORSA process is facilitated
from the Group Risk Management Department. Representatives from a.s.r. Leven take part in the risk assessment sessions,
the CRSA, and identify the principal risks. The next step involves drawing up scenarios in which the company’s ability to
continue as a going concern could be jeopardized. The solvency impact of several stress scenarios was calculated as part of
the ORSA. Based on these scenarios, the Managing Board of a.s.r. Leven has defined mitigating measures that can be
taken to continue meeting the solvency requirements in the event of the occurrence of a specific scenario. The ORSA
process has led to the identification of the following principal risks for a.s.r. Leven:
Increasing legislative and regulatory burden
Insurers are faced with a structural proliferation of rules and regulations. The regulator is exerting increasing pressure and
displaying a growing appetite for enforcement. As a result of this mounting regulatory pressure, there is a risk that:
 the reputation will be put under pressure if new requirements are not met in time;
 available resources will mostly be utilized in the cause of aligning the organization to new legislation, meaning there are
fewer resources to spend on the core customer processes;
 processes will become less efficient and pressure on the workforce will increase;
 the regulator issues an instruction or imposes a penalty for failing to achieve timely regulatory compliance.
Transparency-related reputational risk and legal claims risk
Failure to respond in a proper and timely manner to the continuing media attention for court rulings, disputes committee or
regulator (governmental decree) may lead to growing social pressure in relation to unit-linked policies which, in turn, may
aggravate the risk of legal claims, resulting in heightened reputational risk with a potentially large financial and/or operational
impact.
Insufficient implementation of cost measures in relation to portfolio developments
If the reduction and flexibilization of costs through programmes, integrations and demand-driven cost management is
implemented too slowly or not at all, there is the risk that costs are not reduced quickly enough in relation to portfolio and
market developments, resulting in insufficient cost coverage, overpricing relative to the market and/or insufficient profitability.
Uncertainties in financial markets and interest rate developments
Unforeseen political and/or macroeconomic developments combined with decreased liquidity in the market due to the banks’
limited scope for lending pose the threat of increased volatility in financial markets, causing a deterioration in the solvency of
a.s.r. Leven
Data quality and model validation
Due to the diversity and complexity of information streams within a.s.r. Leven, there is a possibility that data quality is
insufficiently controlled. Additionally, due to the number and complexity of the models used, there is a chance that
correctness and entirety of models and/or assumptions within these models cannot be guaranteed. Both aspects can lead to
insufficient management information, which in turn could lead to incorrect or untimely decisions, ultimately causing financial
and reputational damage.
Own funds
The capital management section describes the capital targets related to the risk appetite statements and dividend payments.
The table below shows how the eligible funds of a.s.r. Leven relate to the different capital targets.
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Market value own funds under Solvency II

The amount under RAS is the minimal free surplus (€531 million), such that the RAS is met. The additional required capital
relative to the RAS is stated below the lower limit target.
Capital requirement
The required capital stood at €2,654 million per 31 December 2016. The required capital (before diversification) consists for
€2,098 million out of market risk and the insurance risk amounted to €1,366 million as per 31 December 2016. 2015 figures
are not presented here, as Solvency II replaced Solvency I as at 1 January 2016, which makes a comparison of these two
years not useful.
SCR sensitivities
Also for sensitivities 2015 figures are not presented here, as Solvency II replaced Solvency I as at 1 January 2016, which
makes a comparison of these two years not useful.
The sensitivities of the solvency ratio as at 31 December 2016, expressed as the impact on the a.s.r. Leven solvency ratio (in
percentage points) are as presented in the table below. The total impact is split between the impact on the solvency ratio
related to movement in the available capital and the required capital.
31 December 2016

Effect on:

Type of risk (%-points)
UFR -1%
Interest rate +1% (incl. UFR 4.2%)
Interest rate -1% (incl. UFR 4.2%)
Volatility Adjustment -10bp
Equity prices -20%
Property values -10%
Spread +75bps/VA +21bps

Risk
Interest rate risk – UFR
Interest rate risk (incl. UFR
4.2%)
Volatility Adjustment
Equity risk
Property risk
Spread risk (including impact
of spread movement on VA)

Available capital
-35
-19
+21
-17
-13
-11
+15

Required capital
-5
+12
-15
-2
+7
+3
+6

Ratio
-39
-8
+4
-19
-6
-8
+21

Scenario
Measured as the impact of a lower UFR. For the valuation of liabilities, the extrapolation
to the UFR of 3.2% after the last liquid point of 20 years remained unchanged.
Measured as the impact of a parallel 1% upward and downward movement of the interest
rates. For the liabilities, the extrapolation to the UFR of 4.2% after the last liquid point of
20 years remained unchanged.
Measured as the impact of a 10 bps decrease in the Volatility Adjustment.
Measured as the impact of a 20% downward movement in equity prices.
Measured as the impact of a 10% downward movement in the market value of real estate.
Measured as the impact of an increase of spread on loans and corporate bonds of 75
bps. At the same time, it is assumed that the Volatility Adjustment will increase by 21 bps.
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Recently, EIOPA announced its decision on the Ultimate Forward Rate (UFR). The UFR will decrease from 2018 from 4.2%
to 3.65% with steps of 15 basis points per year. In 2018 the UFR will be 4.05%. After the decline of the URF by 15 basis
points the solvency ratio will remain above internal solvency objectives.
Expected development UFR
European Insurance and Occupational Pensions Authority (EIOPA) may reduce the ultimate forward rate used to extrapolate
insurers’ discount curves to better reflect expected inflation and real interest rates. There are various scenarios regarding
lowering the Ultimate Forward Rate (UFR) in 2017 and beyond, based on the proposed methodology as described in
EIOPA’s consultation paper on the UFR. In the latest proposal, the UFR decreases to 3.7%, phasing in by 20 basis points
per year. The impact on the solvency ratio of various UFR levels is stated below.

Interest rate sensitivity of solvency ratio
The impact of the interest rate on the solvency ratio, including the UFR effect, is stated below. The UFR methodology has
been applied to the shocked interest rate curve.

Equity risk
Developments in the financial markets had a negative effect on the value of equities. a.s.r. sold shares and increased
hedging positions against large decreases in equity prices in the first half of 2016, as a result of the de-risking strategy. On
balance, the equity exposure decreased over the first half of the year, which also resulted in a fall in the sensitivity to equities
of the solvency ratio.
Spread risk
The total fair market value of the fixed-income portfolio increased over the first half of 2016, resulting in a higher spread risk.
The increase in of the fixed-income portfolio is mainly due to (i) the fall in interest rates (the portfolio has many long-duration
instruments) and (ii) portfolio expansion due to de-risking.
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In case of a scenario in which the average spread rises by 75 bps and the Volatility Adjustment (VA) rises by 21 bps, the
solvency ratio increases +21%. As the VA is used in the calculation of the liabilities and spread movement only has an
impact on the credit portfolio, the impact of the VA increase is bigger than the impact of the spread increase. Therefore, the
solvency ratio rises in the event of an increase in the average spread.
Loss absorbing capacity deferred tax
ASR Levensverzekeringen N.V. uses the following methodology for the calculation of the Loss Absorbing Capacity Deferred
Tax (LAC DT) benefit in euros. Below an overview of the components of the methodology for the calculation is presented:
Applicable?
Component 1 – Taxable profit (t)



Component 2 – Taxable profit (t-1)



Component 3 – NET DTA position



Component 4 – Future taxable profit



1. For the basic model (the entities other than a.s.r. Leven) the unrounded LAC DT factor is determined based on
component 1 - 3 only and will be compared with the buckets as defined by a.s.r. This means that the LAC DT factors only
can be expressed as a multiple of 25% of the fictive fiscal loss (60%). The outcomes are rounded down. This bucket
system ensures financial stability in the LAC DT benefit for a.s.r. Group in euros, resulting in financial stability of the
solvency position of the Group.
For the advanced model for a.s.r. Leven the methodology is changed after a new Q&A on LAC DT published by Dutch
Central Bank. The outcome of the advanced model is an unrounded LAC DT factor. Despite the short time between
publication of the Q&A and the publication of the annual report a.s.r. has aimed to align the advanced model with the
Q&A as much as possible. Moreover, a.s.r. has aimed to include all potential negative effects of the Q&A on the LAC DT
in the model. Due to the clarifying effect of the publication of the Q&A by the Dutch Central Bank, a.s.r. has chosen not to
stick to the buckets anymore for a.s.r. Leven. The new methodology uses the LAC DT factor of the previous quarter as a
starting point. In case an increase in the LAC DT factor can be underpinned, it should be a multiple of 10%. In case the
LAC DT factor decreases, it has to decrease with a multiple of 5%. In this way a possible increase in the LAC DT factor
still will be sustainable as previous factors were determined using the bucket system of 25%. The LAC DT factor to be
used is rounded down as in the old situation.
2. The rounded LAC DT factors for all entities will be compared with a code of conduct. This code of conduct will be used to
include potential risks not yet included in the model. In this way no increase will be realized in case a decrease in the
next quarter is expected. The advised LAC DT factors result.
3. The advised LAC DT factors are reviewed by the 2nd line.
4. A proposal with the advised LAC DT factors will be presented to the Financial Risk Committee. The LAC DT factors to be
used result.

C.1 Insurance risk
Insurance risk is the risk that future insurance claims and benefits cannot be covered by premium and/or investment income,
or that insurance liabilities are not sufficient, because future expenses, claims and benefits differ from the assumptions used
in determining the best estimate liability.
Risk-mitigating measures are used to reduce and contain the volatility of results or to decrease the possible negative impact
on value as an alternative for the capital requirement. Proper pricing, underwriting, reinsurance, claims management, and
diversification are the main risk mitigating actions for insurance risks.

ASR Levensverzekering N.V. 2016 solvency and financial condition report

46

The solvency buffer is held by a.s.r. Leven to cover the risk that claims may exceed the available insurance provisions and to
ensure its solidity. The solvency position of a.s.r. Leven is determined and continuously monitored in order to assess if a.s.r.
Leven meets the regulatory requirements.
As of 1 January 2016 the Solvency II regime is in place. a.s.r. Leven measures its risks based on the standard model as
prescribed by the Solvency II regime. The Solvency Capital Requirement (SCR) for each insurance risk is determined as the
change in own funds caused by a predetermined shock which is calibrated to a 1-in-200 year event. The basis for these
calculations are the Solvency II technical provisions which are calculated as the sum of a best estimate and a risk margin.
The insurance risk arising from the insurance portfolios of a.s.r. Leven is as follows.

Insurance risk - required capital
Life insurance risk

31 December 2016
1,366

SCR sensitivities
a.s.r. has assessed the impact of various sensitivities on the Solvency II ratio. The sensitivities as at 31 December 2016
expressed as impact on the a.s.r. Leven solvency ratio (in percentage points) are as follows:
31 December 2016

Effect on:

Type of risk (%-points)
Expenses -10%
Mortality rates, all products -5%
Lapse rates -10%

Risk
Expense risk
Mortality risk
Mortality risk

Available capital
+7
-5
-

Required capital
+1
-

Ratio
+8
-5
-

Scenario
Measured as the impact of a 10% decrease in expense levels.
Measured as the impact of a 5% decrease in all mortality rates. A mitigating effect will occur
between mortality and longevity rates.-5
Measured as the risk of a 10% decrease in lapse rates.-

These scenarios would have no impact on the 2016 and 2015 total IFRS-equity, or on the profit for these years, because
a.s.r. Leven still passed the IFRS Liability Adequacy Test (LAT). Where the sensitivities result in a decrease of the surplus in
the Liability Adequacy Test, the outcome is still positive.

C.1.1 Life Insurance risk
The life portfolio can be divided into funeral, individual life and group pension. The insurance contracts are sold primarily to
retail and wholesale clients through intermediaries.
The products are sold as insurance products in cash or unit-linked contracts. With respect to products in cash, the investment
risk is fully borne by the insurer whereas, in the case of unit-linked products, the majority of the investment risk is for the
policyholder’s account.
The following life insurance risks are involved:
Mortality risk
Mortality risk is associated with (re)insurance obligations, such as endowment or term assurance policies, where a payment
or payments are made in case of the policyholder’s death during the contract term. The increase in mortality rates is applied
to (re)insurance obligations which are contingent on mortality risk. The required capital for this risk is calculated as the
change in own funds of a permanent increase of mortality rates by 15% for all ages and each policy.
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Longevity risk
Longevity risk is associated with (re)insurance obligations where payments are made until the death of the policyholder and
where a decrease in mortality rates results in higher technical provisions. The required capital is calculated as the change in
own funds of a permanent decrease of mortality rates by 20%. The decrease in mortality rates is applied to portfolio’s where
payments are contingent on longevity risk.
Disability-morbidity risk
Morbidity or disability risk is associated with all types of insurance compensating or reimbursing losses (e.g. loss of income,
adverse changes in the best estimate of the liabilities) caused by changes in the morbidity or disability rates. The scenario
analysis consists of an increase in disability rates of 35% for the next year, combined with a decrease in revalidation rates of
25%.
Expense risk
A calculation is made of the effect on own funds of a permanent increase in costs used for determining the best estimate. The
scenario analysis contains an increase in the costs of 10% and an increase in the cost inflation of 1 percentage point per year.
Lapse risk
Lapse risk is the risk of losses (or adverse changes in the best estimate of the liabilities) due to an unanticipated (higher or
lower) rate of policy lapses, terminations, changes to paid-up status (cessation of premium payment) and surrenders. The
effect of the lapse risk is equal to the highest result of a permanent increase in lapse rates of 50%, a permanent decrease in
lapse rates of 50% or a mass lapse event (70% of insurance policies in collective pension funds or 40% of the remaining
insurance policies). The lapse shocks are only applied to portfolios where this leads to a higher best estimate.
The required capital for a mass lapse event is reduced by the proceeds that are to be expected from a reinsurance arrangement
(Mass Lapse Cover). This arrangement covers the risks of a mass lapse event of parts of the portfolio to the extent that the
mass lapse is more than 25% and less than 40%.
Life catastrophe risk
Catastrophe risk arises from extreme events which are not captured in the other life insurance risks, such as pandemics. The
capital requirement for this risk is calculated as a 1.5 per mille increase in mortality rates for (re)insurance obligations where
the increase in mortality rates leads to an increase in technical provisions.
Employee benefits
ASR Nederland N.V. has insured the post-employment benefit plans for a.s.r.’s employees with a.s.r. Leven, an insurance
company within the a.s.r. Group. Though the liability of this plan is classified as employee benefits on the balance sheet of
ASR Nederland N.V. and determined according to IFRS principles, for a.s.r. Leven the post-employment benefit plan for
a.s.r.’s employees is a group pension contract and is treated that way both in IFRS-accounts and in Solvency II.
Within a.s.r. Leven, the longevity risk is dominant and arises from group pension business and individual annuities. The
longevity risk is partly offset by mortality risk that arises from the funeral portfolio and individual policies with mortality risk. In
addition to longevity, a.s.r. Leven is exposed to expense risk and lapse risk, though lapse risk is reduced due to the
aforementioned Mass Lapse reinsurance arrangement.

Life insurance risk - required capital
Mortality risk
Longevity risk
Disability-morbidity risk
Lapse risk
Expense risk
Revision risk
Catastrophe risk (subtotal)
Diversification (negative)
Life insurance risk

31 December 2016
250
873
8
343
567
66
-741
1,366
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For the life portfolio, the provision at year-end 2016 can be broken down as follows under Solvency II:
Segment
Life - Solvency II technical provision
Insurance with profit participation
Best estimate
Risk margin

Solvency II
31 December 2016
20,860
1,128

Technical provision

21,988

Other life insurance
Best estimate
Risk margin

7,336
368

Technical provision

7,704

Index-linked and unit-linked insurance
Best estimate
Risk margin

11,085
164

Technical provision

11,249

Total
Best estimate
Risk margin

39,281
1,660

Technical provision

40,941

C.1.1.1 Managing life insurance risk
Life insurance risk is mitigated by pricing, underwriting policies and reinsurance.
Pricing is based on profit capacity calculations. A calculation is made of the price required to cover the risks. A calculation is
made of the price required to cover the insurance liabilities, expenses and risks.
Underwriting policies describe the types of risks and the extent of risk a.s.r. Leven is willing to accept. Policyholders may be
subjected to medical screening for individual life insurance.
Reinsurance
Reinsurance and other risk-mitigating measures are used to reduce the volatility of results or to decrease the possible
negative impact on value as an alternative to the capital requirement. Reinsurance arrangements have been set up to
mitigate the effects of catastrophes on earnings.
The level of retention in different reinsurance contracts is aligned with the size and the risk profile of the underlying portfolios.
This includes taking account of the cost of reinsurance on the one hand, and the risk that is retained on the other.
Buy out reinsurance
In order to optimise its balance sheet risks, a.s.r. Leven entered into a reinsurance agreement with Legal and General Re
(via Hannover Re as fronting reinsurer) in 2015. The agreement entailed the transfer of €209 million in pension obligations to
Legal and General Re.
Mass lapse cover
The required capital (SCR) for a mass lapse event is reduced by the proceeds that are to be expected from a reinsurance
arrangement (Mass Lapse Cover) with RGA, Münich Re and some other reinsurers. This arrangement covers the risks of a
mass lapse event of parts of the portfolio to the extent that the mass lapse is more than 25% and less than 40%.
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C.2 Market risk
Market risk is the risk of potential losses due to adverse movements in financial market variables. Exposure to market risk is
measured by the impact of movements in financial variables such as equity prices, interest rates and property prices. The
various types of market risk which are discussed in this section, are:
 interest rate risk
 equity risk
 property risk
 currency risk
 spread risk
 concentration risk
Market risk reports are submitted to the FRC at least once a month. Key reports on market risk include the Solvency II and
economic capital report, the interest rate risk report and the report on risk budgets related to the strategic asset mix.
A summary of sensitivities to market risks for the regulatory solvency, total equity and profit for the year is presented in the
tables below.

Market risk - required capital
Interest rate
Equity
Property
Currency
Spread
Concentration
Diversification (negative)
Total

31 December 2016
395
417
698
228
906
52
-598
2,098

The main market risks of a.s.r. Leven are spread, property and equity risk. This is in line with the risk budgets based on the
strategic asset allocation study.
The value of investment funds at year-end 2016 was €1.704 million. a.s.r. Leven applies the look-through approach for
investment funds to assess the market risk.
The interest rate risk is the maximum loss of (i) an upward shock or (ii) a downward shock of the yield curve. For a.s.r. Leven
the downward shock is dominant.
a.s.r. Leven applies the transitional measure for equity risk for shares in portfolio at 31 December 2015. The SCR equity
shock was 22% at 31 December 2015 and linear, increasing to (i) 39% + equity dampener for type I shares and (ii) 49% +
equity dampener for type II shares. The equity dampener has a value between -10% and 10%. In the event of increasing
equity prices, the equity dampener will have a smaller dampening effect.
The diversification effect shows the effect of having a well-diversified investment portfolio.

C.2.1 Interest rate risk
Interest rate risk is the risk that the value of assets, liabilities or financial instruments will change due to fluctuations in
interest rates. Many insurance products are exposed to interest rate risk; the value of the products is closely related to the
applicable interest rate curve. The interest rate risk of insurance products depends on the term to maturity, interest rate
guarantees and profit-sharing features. Life insurance contracts are particularly sensitive to interest rate risk.
The required capital for interest rate risk is determined by calculating the impact on the available capital due to changes in
the yield curve. Both assets and liabilities are taken into account. The interest rate risk is the maximum loss of (i) an upward
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shock or (ii) a downward shock of the yield curve according to the prescribed methodology. a.s.r. Leven applies a lookthrough approach for investment funds to assess the interest rate risk.

31 December 2016
-121
-395

SCR interest rate risk up
SCR interest rate risk down
SCR interest rate risk

395

a.s.r. Leven has assessed various scenarios to determine the sensitivity to interest rate risk. The impact on the solvency ratio
is calculated by determining the difference in the change in available and required capital.
31 December 2016
Scenario
UFR -1%
Interest rate +1% (incl. UFR 4.2%)
Interest rate -1% (incl. UFR 4.2%)
Volatility Adjustment -10bp

Effect on:
Available capital
-35
-19
+21
-17

Required capital
-5
+12
-15
-2

Ratio
-39
-8
+4
-19

Interest rate risk is managed by aligning fixed-income investments to the profile of the liabilities. Among other instruments,
swaptions and interest rate swaps are used for hedging the specific interest rate risk arising from interest rate guarantees
and profit-sharing features in life insurance products.
An interest rate risk policy is in place for the Group as well as for the registered insurance companies. All interest ratesensitive balance sheet items are in scope, including the employee benefit obligations of the Group. In principle, the
sensitivity of the solvency ratio to interest rates is minimized. In addition, the exposure to interest rate risk for various term
buckets is subject to maximum amounts.

C.2.2 Equity risk
The equity risk depends on the total exposure to equities. In order to maintain a good understanding of the actual equity risk,
a.s.r. Leven applies the look-through approach for investment funds to assess the equity risk.
The required capital for equity risk is determined by calculating the impact on the available capital due to an immediate drop
in share prices. Both assets and liabilities are taken into account. Stocks listed in regulated markets in countries in the EEA
or OECD are shocked by 39% together with the symmetric adjustment of the equity capital charge (type I). Stocks in
countries that are not members of the EEA or OECD, unlisted equities, alternative investments, or investment funds in which
the look-through principle is not possible, are shocked by 49% together with the symmetric adjustment of the equity capital
charge (type II). The basic shock for strategic participations is 22%.
a.s.r. Leven applies the transitional measure for equity risk for shares in portfolio at 31 December 2015. The SCR equity
shock was 22% at 31 December 2015 and linear increasing in 7 years to (i) 39% + equity dampener for type I shares and (ii)
49% + equity dampener for type II shares. This resulted in a reduction of the average risk charge of equity risk of about 13%
per 31 December 2016.

SCR equity risk - required capital

31 December 2016
417

The sensitivity of the solvency ratio to changes in equity prices is monitored on a monthly basis. Sensitivity of regulatory
solvency (Solvency II) to changes in equity prices is shown in the following table.
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31 December 2016
Scenario
Equity prices -20%

Effect on:
Available capital
-13

Required capital
7

Ratio
-6

Composition of equity portfolio
The fair value of equities and similar investments at year-end 2016 was €1,796 million. The decrease in 2016 was a result
selling shares due to de-risking. Part of the downside risk of the equities is hedged. A portfolio of put options with an
underlying value of €13 million is in place.
The equities are diversified across the Netherlands (including participating interests), other European countries and the
United States. A limited part of the portfolio consists of investments in emerging markets and alternatives.
The table below shows the exposure of the equity portfolio to sectors. Externally managed funds are excluded; the total value
in scope is €840 million. The external funds typically use a representative market index as benchmark with a limited tracking
error. The difference between the fund and the general market index will therefore be limited and the funds will have a
diversified sector allocation.

C.2.3 Property risk
The property risk depends on the total exposure to real estate. In order to maintain a good understanding of the actual
property risk, a.s.r. Leven applies the look-through approach for investment funds to assess the property risk.
The required capital for property risk is determined by calculating the impact on the available capital due to an immediate drop
in property prices by 25%. Both assets and liabilities are taken into account.

31 December 2016
698

SCR property risk - required capital

The sensitivity of the solvency ratio to changes in property value is monitored on a monthly basis. Sensitivity of regulatory
solvency (Solvency II) to changes in property prices is shown in the following table.
31 December 2016
Scenario
Property values -10%

Effect on:
Available capital
-11

Required capital
3

Ratio
-8

Composition of property portfolio
The property risk depends on the total exposure to property, which includes both property investments and property held for
own use. The fair value of property was €2.810 million at year-end 2016.
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The property investments are diversified across the Netherlands. A limited part of the portfolio consists of indirect in property
investment funds.

C.2.4 Currency risk
Currency risk measures the impact of losses related to changes in currency exchange rates. The table below provides an
overview of the largest currency exposures in the portfolio.
The policy of a.s.r. Leven is primarily to hedge the currency risks of these insurance liabilities and related fixed-income
investments. a.s.r. Leven has currency risk to insurance product in American dollars (USD), Australian dollars (AUD) and
South African Rand (ZAR). The policy a.s.r. Leven is primarily to hedge currency risks these insurance liabilities and of the
fixed-income investments. However, certain currency exposures are permitted from a tactical perspective within a specific
risk budget. The currency risk of equities is generally not hedged.
The required capital for currency risk is determined by calculating the impact on the available capital due to a change in
exchange rates. Both assets and liabilities are taken into account. For each currency, the maximum loss due to an upward
and a downward shock of 25% is determined, where lower shocks are applied to several currencies (Danish crown;
Bulgarian lev). For SCR currency risk, the look-through approach is applied for investment funds.

31 December 2016
228

SCR currency risk - required capital

Specification currencies with largest exposure
The foreign currency position is monitored on a quarterly basis. The total net exposure in foreign currency is €958 million.
The largest net-exposure is in USD, which mainly consists investment in equities and bonds. The majority of the net currency
exposure is related to equities. The following tables show the currencies with the largest exposures:

31 December 2016 - in €
Assets
Liabilities
Net exposure

Total
1,209
251

USD
624
82

GBP
120
-

CHF
72
-

AUD
205
155

HKD
42
-

ZAR
17
15

Other
129
-

958

542

120

72

50

42

2

129

C.2.5 Spread risk
Spread risk arises from the sensitivity of the value of assets and liabilities to changes in the level of credit spreads on the
relevant risk-free interest rates. a.s.r. Leven has a policy of maintaining a well-diversified high-quality investment grade
portfolio while avoiding large risk concentrations. Going forward, the volatility in spreads will continue to have possible short-
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term effects on the market value of the fixed income portfolio. In the long run, the credit spreads are expected to be realized
and to contribute to the growth of the own funds.
The required capital for spread risk is determined by calculating the impact on the available capital due to the volatility of
credit spreads over the term structure of the risk-free rate. The required capital for spread risk is equal to the sum of the
capital requirements for bonds, structured products and credit derivatives. The capital requirement depends on (i) the market
value, (ii) the modified duration and (iii) the credit quality category.

31 December 2016
906

SCR spread risk - required capital

The sensitivity to spread risk is measured as the impact of an increase of spread on loans and corporate bonds of 75 bps. At
the same time, it is assumed that the Volatility Adjustment which is applied to the liabilities will increase by 21 bps.
31 December 2016
Scenario
Spread +75bps/VA +21bps

Effect on:
Available capital
+15

Required capital
+6

Ratio
+21

Composition of fixed income portfolio
Spread risk is managed on a portfolio basis within limits and risk budgets established by the relevant risk committees. Where
relevant, credit ratings provided by the external rating agencies are used to determine risk budgets and monitor limits. A
limited number of fixed-income investments do not have an external rating. These investments are generally assigned an
internal rating. Internal ratings are based on methodologies and rating classifications similar to those used by external
agencies. The following tables provide a detailed breakdown of fixed-income exposure by rating class, sector, and country of
risk and level of subordination for the financial sector.
Assets in scope of spread risk are, by definition, not in scope of counterparty default risk. The tables include all bond, fixed
income funds, preference shares and loans subject to spread risk according to our risk models.

AAA
AA
A
BBB
Lower than BBB
Not rated
Total

31 December 2016
Exposure
7,106
4,148
3,643
3,172
249
562

31 December 2016
Percentage
38%
22%
19%
17%
1%
3%

18,880

100%

a.s.r. Leven invest mainly in bonds with a rating of at least BBB.

Governments
Financials
Corporates
Structured Instruments
Total
a.s.r. Leven holds a well-diversified portfolio of government bonds, corporate bonds and financials.

31 December 2016
10,540
3,747
4,445
148
18,880
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Governments
The Netherlands
Germany
Austria
Belgium
France
Supranationals
Periphery
Other

54

31 December 2016
3,123
3,143
544
1,022
1,206
211
809
482

Total

10,540

The largest government bond exposures of a.s.r. Leven is in German and Dutch bonds.

Financial institutions
Senior
Tier 1
Tier 2
Tier 3
Covered
Other

31 December 2016
1,521
135
1,503
447
141

Total

3,747

The financial bond portfolio slightly decreased due to the reduction of covered bonds. a.s.r. Leven does not invest in new Tier
1 financial bonds, redemptions therefore lead to the decrease in the Tier 1 portfolio.
The composition of the portfolio Financials showed no material changes over the different bond categories:

The table above shows the exposure of the corporate bonds to sectors.
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31 December 2016
13
47
76
13

ABS
CDO
MBS
Structured financial instruments
Total

149

As a.s.r. Leven participates in structured entities solely for investment purposes, no other commitments or guarantees have
been made to the entities concerned. The maximum exposure is therefore limited to the fair value of the structured entity and
amounts to € 149 million.
Asset-backed securities (ABSs)
An ABS is a financial security backed by a portfolio of loans, leases or receivables against assets other than real estate and
mortgage-backed securities. The majority of this portfolio consists of a bond issued by a ring-fenced entity of a large UK
airport.
Collateralized debt obligation (CDO)
CDOs are securities backed by a pool of bonds, loans or other assets. CDOs do not specialize in one type of debt, but are
often non-mortgage loans or bonds. CDOs are unique in that they represent different types of debt and counterparty default
risk. In the case of CDOs, these different types of debt are often referred to as ‘tranches’ or ‘slices’. Each slice has a different
maturity and risk associated with it. The CDO portfolio of a.s.r. currently consists mainly of senior tranches in collateralized
loan obligations (CLOs), which are CDOs backed by a portfolio of European bank loans. The portfolio also contains various
CDOs with several types of collateral, such as loans to smaller financial institutions and ABS.
Mortgage-backed securities (MBSs)
MBSs are a type of asset-backed security that is secured by a portfolio of mortgages. The MBS portfolio of a.s.r. Leven
consists of mainly AAA tranches in Dutch residential mortgage-backed securities (58%). The rest of the portfolio consists of
investments in the senior tranches of UK RMBS (around 8%) and some peripheral exposure, mostly in Spain (18%).
Other structured financial instruments (SFI)
This part of the portfolio consists of equity tranches of CDOs, i.e. the most high-risk tranche in the CDO structure. These firstloss tranches will be the first to fall in value if losses occur in the assets that back the CDO and are not rated.
The following tables give a detailed overview of the distribution of the total fixed income portfolio over ratings and sectors.

AAA
AA
A
BBB
Lower than BBB
Not rated
Total

Governance
31 December 2016
6,608
2,999
403
522
8
-

Financial institutions
31 December 2016
352
363
1,371
1,475
186
-

10,540

3,747
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AAA
AA
A
BBB
Lower than BBB
Not rated

56

Corporates
31 December 2016
91
768
1,835
1,176
25
550

Structured entities
31 December 2016
54
18
34
30
13

4,445

149

Total

The non-rated category corporates includes predominantly externally managed fixed-income funds and loans issued to
intermediaries. a.s.r. Leven applies stringent application and approval procedures to these loans. Following an intermediary’s
application, their credit quality is determined based on an internal risk-rating model. The loan application is then submitted for
approval to the Credit Committee.

C.2.6 Market risk concentrations
Concentration risk is the risk of an accumulation of exposures with the same counterparty.
a.s.r. Leven has an exposure to one counterparty which exceeds the Solvency II thresholds. This results in a limited amount
of concentration risk.

C.3 Counterparty default risk
Counterparty default risk reflects possible losses due to unexpected default or deterioration in the credit standing of
counterparties and debtors. Counterparty default risk affects several types of assets:
 mortgages
 savings-linked mortgage loans
 derivatives
 reinsurance
 receivables
 cash and deposits
Assets that are in scope of spread risk are, by definition, not in scope of counterparty default risk and vice versa.
The Solvency II regime makes a distinction between two types of exposures:
 Type 1: These counterparties generally have a rating (reinsurance, derivatives, current account balances, deposits with
ceding companies and issued guarantee (letter of credit). The exposures are not diversified.
 Type 2: These counterparties are normally unrated (receivables from intermediaries and policyholders, mortgages with
private individuals or SMEs). The exposures are generally diversified.
The total capital requirement for counterparty risk is an aggregation of the capital requirement for type 1 exposure and the
capital requirement for type 2 exposure by taking 75% correlation.

Counterparty default risk - required capital
Type 1
Type 2
Diversification (negative)
Total

31 December 2016
129
371
-25
475
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C.3.1 Mortgages
Mortgages are granted for the account and risk of third parties and for a.s.r. Leven’s own account. The a.s.r. Leven portfolio
consists only of Dutch mortgages with a limited counterparty default risk.

Mortgage: loan to collateral value
NHG
Loan to Foreclosure Value < 75%
Loan to Foreclosure Value < 100%
Loan to Foreclosure Value < 125%
Loan to Foreclosure Value > 125%
Total

31 December 2016
Amount
3,404
1,141
617
814
97

31 December 2016
Percentage
56%
19%
10%
13%
2%

6,073

100%

The Loan-to-Value ratio is based on the outstanding principal with respect to the a.s.r. Leven calculated collateral. As a rule,
a.s.r. Leven’s mortgage portfolio is secured by collateralizing the linked life insurance contracts. At year-end 2016 0.35% of
mortgages were more than three months in arrears.

C.3.2 Savings-linked mortgage loans
The counterparty default risk of the savings-linked mortgage loans depends on the counterparty. For 56% of the portfolio, the
counterparties are Special Purpose Vehicles. The risk is limited due to the robust quality of the mortgages in the Special
Purpose Vehicles in combination with the tranching. a.s.r. Leven has a cession-retrocession agreement with the counterparty
for 42% of the portfolio, for which the risk is limited. Effectively, a.s.r. Leven receives the underlying mortgage loans as
collateral, mitigating the counterparty default risk of the savings-linked mortgage loans.

Savings-linked mortgage loans
Counterparty SPV
Agreement cession-retrocession
Other
Total

31 December 2016
1,595
1,201
49
2,845

Due to a new cession-retrocession agreement in 2016, the remaining savings-linked mortgage loans is reduced to only 2%
of the portfolio. The credit rating of the counterparty is shown below.

Savings-linked mortgage loans: other
AAA
AA
A
Total

31 December 2016
14
35
49

C.3.3 Derivatives
OTC derivatives are primarily used by a.s.r. Leven to manage the interest-rate risks incorporated into the insurance liabilities.
Interest-rate derivatives are traded with a well-diversified and qualitative dealer panel with whom there is an established
International Swaps and Derivatives Association (ISDA) contract and a Credit Support Annex (CSA) in place. These CSAs
include specific agreements on the exchange of collateral limiting market and counterparty risk. The outstanding value of the
interest rate derivative positions is matched by collateral received from eligible counterparties, minimizing the net
counterparty default risk.
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C.3.4 Reinsurance
When entering into reinsurance contracts for fire and catastrophe, a.s.r. Leven requires the counterparty to be rated at least
single A. With respect to long-tail business and other sectors, the minimum permitted rating is single A.

Reinsurance
AA
A
NR

31 December 2016
100%
0%
0%

The table above shows the exposure to reinsurers per rating. The total exposure to reinsurers at year-end 2016 was € 209
million.

C.3.5 Receivables
Receivables
Policyholders
Intermediaries
Reinsurance operations
Health insurance fund
Other
Total

31 December 2016
128
26
15
145
314

C.3.6 Cash and deposits
The current accounts amounted € 1,027 million in 2016.

Current accounts
AAA
A
Lower than A

31 December 2016
0%
95%
5%

Total deposits amounted to € 981 million.

Deposits
Secured deposits
AAA
A
Total

31 December 2016
981
981

C.4 Liquidity risk
Liquidity risk is the risk that a.s.r. Leven is not able to meet its financial obligations to policyholders and other creditors when
they become due and payable, at a reasonable cost and in a timely manner. Liquidity risk is not quantified in the Solvency
Capital Requirement of a.s.r. Leven and is therefore separately discussed here.
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a.s.r. Leven recognizes different levels of liquidity management. Short-term liquidity, or daily cash management, covers the
day-to-day cash requirements under normal business conditions and targets funding liquidity risk. Long-term liquidity
management considers business conditions in which market liquidity risk materialises. Stress liquidity management looks at
the ability to respond to a potential crisis situation as a result of a market event and an a.s.r. Leven-specific event.
Unexpected cash outflows could occur as result of lapses in the insurance portfolio, savings withdrawals or cash variation
margin payments related to the ISDA/CSA agreements of derivatives. a.s.r. Leven monitors its liquidity risk scenarios via
different risk reporting and monitoring processes including daily cash management reports, cash flow forecasts and stress
scenario liquidity reports.
a.s.r. Leven’s liquidity management principle consists of three components. First, a well-diversified funding base is necessary
in order to provide liquidity for cash management purposes. A portion of assets must be invested in unencumbered
marketable securities that can be used for collateralized borrowing or asset sales. Second, the strategic asset allocation
should reflect the expected and contingent liquidity needs of liabilities. Finally, an adequate and up-to-date contingency
liquidity plan is in place to enable management to act effectively and efficiently in times of crisis.
As at 31 December 2016, a.s.r. Leven had cash (€ 1,049 million), short-term deposits (€ 1,690 million), liquid government
bonds (€10,540 million) and other bonds and shares.
The following table shows the contractual cash flows of assets and liabilities (excluding investments on behalf of
policyholders and insurance contracts on behalf of policyholders). For liabilities arising from insurance contracts, expected
lapses and mortality risk are taken into account. Profit-sharing cash flow of insurance contracts is not taken into account, nor
are equities, property and swaptions.
Liquidity risk - required capital
31 December 2016
Fixed-income assets
Liabilities

< 1 yr
3,677
-3,376

1-5 yrs
7,512
-4,308

5-10 yrs
6,180
-5,060

10-20 yrs
11,327
-10,783

> 20 yrs
14,222
-19,518

301

3,204

1,120

544

-5,296

Total

With regard to liquidity risk, ‘the expected profit included in future premiums’ (“EPIFP”) means the expected present value of
future cash flows which result from the inclusion in technical provisions of premiums relating to existing insurance and
reinsurance contracts that are expected to be received in the future, but that may not be received for any reason, other than
because the insured event has occurred, regardless of the legal or contractual rights of the policyholder to discontinue the
policy.

EPIFP

31 December 2016
590

C.5 Operational risk
This paragraph contains a description of group policy, which is applicable for the solo entity. Operational Risk Management
involves the management of all possible risks that may influence the achievement of the company targets and that can cause
financial or reputational damage. Operational risk management includes the identification, analysis, prioritization and
management of these risks in line with the risk appetite. The policy on operational risk management is drafted and
periodically evaluated under the coordination of Enterprise Risk Management. The policy is implemented in the decentralized
business entities under the responsibility of the management boards. A great number of risks is encountered with the
operational risk management policy: IT risk, outsourcing, data quality, claim handling etc.
The required capital for operational risk is presented below.

ASR Levensverzekering N.V. 2016 solvency and financial condition report

SCR operational risk - required capital

60

31 December 2016
144

Identifying
With the operational targets as a starting point, each business entity performs risk assessments to identify events that could
influence these targets. In each business entity the business risk manager facilitates the periodic identification of the key
operational risks. All business processes are taken into account to identify the risks. All identified risks are prioritized and
recorded in a risk-control framework.
In some areas, the risk policies prescribe specific risk analyses to be performed to identify and analyze the risks. For
important IT systems, SPRINT analyses have to be performed and also for large outsourcing projects a specific risk analysis
is required.
Measuring
All risks in the risk-control frameworks are assessed on probability of defaults and impact. Where possible, the variables are
quantified, but often judgments of subject matter experts are required. Based on the estimation of the variables, each risk is
labeled with a specific level of concern. Risks with a high level of concern are considered ‘key’.
Managing
For each risk, identified controls are implemented into the processes to keep the level of risk within the agreed risk appetite.
In general, risks can be accepted, mitigated, avoided or transferred. A large range of options is available to mitigate
operational risks, depending on the type. For each control an estimation is made of the net risk, after implementing the
control.
Monitoring and reporting
The effectiveness of operational risk management is periodically monitored by the business risk manager at each business
entity. For each control in the risk-control framework a testing calendar is established, based on accounting standards. Each
control is tested regular and the outcomes on the effectiveness to manage the key risks are reported to the management
board. Outcomes are also reported to the NFRC and a.s.r. Risk Committee.
Evaluating
Periodically, at least every year, the risk-control frameworks and operational risk management policies are evaluated to see if
adjustments are desirable. The risk management function also challenges the business entities on their risk-control
frameworks.
Operational incidents
Operational incidents with operational losses in excess of €5000 are reported to Group Risk Management, in accordance
with the operational risk policy. The causes of losses are evaluated in order to learn from these experiences. An overview of
main losses is reported to the NFRC. Actions are defined and implemented to avoid repetition of operational losses.
Information Communication Technology
Through IT risk management, a.s.r. devotes attention to the efficiency, effectiveness and integrity of Information
Communication Technology (ICT). The logical access control for key applications used in the financial reporting process
remains a high priority in order to enhance the integrity of applications of data. The logical access control procedures also
prevent fraud by improving segregation of duties and by conducting regular checks of actual access levels within the
applications. Proper understanding of information, security and cyber risks is essential, and this is why actions are carried out
to create awareness among employees and business lines.
Business Continuity Management
Operational management can be disrupted significantly by unforeseen circumstances or calamities which could ultimately
disrupt the execution of critical and operational processes. Business Continuity Management enables a.s.r. to continue its
daily business uninterruptedly and to react quickly and effectively during such situations.
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Critical processes and activities and the tools necessary to use for these processes, are identified during the Business
Impact Analysis. This includes the resources required to establish similar activities at a remote location. The factors that can
threaten the availability of those tools necessary for the critical processes are identified in the Threat Analysis.
a.s.r. considers something a crisis when one or more business lines are (in danger of being) disrupted in the operational
management, due to a calamity, or when there is a reputational threat. In order to reduce the impact of the crisis, to stabilize
the crisis, and to be able to react timely, efficiently and effectively, a.s.r. has assigned a crisis organization.
Each business line has their own crisis team led by the director of the management team. The continuity of activities and the
recovery systems supporting critical activities are regularly tested and crisis teams are trained annually. The objective of the
training is to give the teams insights into how they function during emergencies and to help them perform their duties more
effectively during those situations. The training also sets out to clarify the roles, duties and responsibilities of the crisis teams.
Recovery Planning
a.s.r.’s Recovery Plan helps to be prepared and have the capacity to act in various forms of extreme financial stress. To this
end, the Recovery plan describes and quantifies the measures that can be used to get through a crisis situation. These
measures are tested in the scenario analysis, in which the effects of each recovery measure on a.s.r.’s financial position
(solvency and liquidity) are quantified. The required preparations for implementing the measures, their implementation time
and effectiveness, potential obstacles and operational effects are also assessed. The main purpose of the Recovery Plan is
to increase the likelihood of successful early intervention during a financial crisis situation and to further guarantee that the
interest of policyholders and other stakeholders are protected.
Reasonable assurance and model validation
a.s.r aims to obtain reasonable assurance regarding the adequacy and accuracy of the outcomes of models that are used to
provide best estimate values and solvency capital requirements. To this end, multiple instruments are applied, including
model validation. Materiality is determined by means of an assessment of impact and complexity. Impact and complexity is
expressed in terms of High (H), Medium (M), or Low (L).
In the pursuit of reasonable assurance, model risk is mitigated and unpleasant surprises are avoided, against acceptable
costs.

C.6 Other material risks
As part of the regular ORSA process, the overall risk profile and associated solvency capital needs are assessed against
a.s.r. Leven’s actual solvency capital position, taking into account identified risks that are not incorporated into the standard
formula. The following risks are recognized by a.s.r. Leven as being potentially material:
 Inflation risk
 Reputation risk
 Liquidity risk
 Contagion risk
 Legal environment risk
 Model risk
 Strategic risk
 Non-insurance related risk
 New and upcoming risk
The most important risks to which a.s.r. Leven is exposed, including risks that are not incorporated into the standard formula,
are identified through a combined top-down (strategic risk assessment) and bottom-up (control risk self-assessments)
approach. After assessment of the effectiveness off the mitigating measures, the risks with the highest ‘Level of Concern’ or
LoC are translated to the a.s.r. risk priorities and relevant risk scenarios for the ORSA.
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C.7 Any other information
C.7.1 Description of off-balance sheet positions
Not applicable for a.s.r. Leven.

C.7.2 Reinsurance policy and risk budgeting
C.7.2.1 Reinsurance policy
When deemed effective in terms of capital relief versus costs incurred, a.s.r. enters into reinsurance agreements to mitigate
non-life insurance risks. Reinsurance can be taken out for each separate claim (per risk), for the accumulation of claims due
to natural disasters or to human actions (per event), or for both these risks.
The level of retention in the various reinsurance contracts is aligned with the size and the risk profile of the underlying
portfolios, taking account of the cost of reinsurance on the one hand, and of the risk that is retained on the other. By
determining the retention, the impact on the statement of financial position is taken into account as well.
To limit risk concentration, reinsurance contracts are placed with various reinsurance companies. a.s.r. requires the
counterparties to be rated at least single A. A mass lapse reinsurance contract was entered into by a.s.r. Leven whereby the
required capital for a mass lapse event is reduced by the proceeds that are to be expected from a reinsurance arrangement
(Mass Lapse Cover).
C.7.2.2 Risk budgeting
The FRC assesses the solvency position and the financial risk profile on a monthly basis. Action is taken where appropriate
to ensure the predefined levels in the risk appetite statement will not be violated.

C.7.3 Monitoring of new and existing products
This paragraph contains a description of group policy, which is applicable for the solo entity. Group Risk Management,
Integrity and Legal Affairs participate in the product approval committee (PARP). All these departments evaluate whether
risks in newly developed products are sufficiently addressed. New products need to be developed in a way that they are cost
efficient, reliable, useful and secure. New products must also be strategically aligned with a.s.r. Leven’s mission to be a solid
and trustworthy insurer. In addition, the risks of existing products are evaluated, as requested by the PARP, as a result of
product reviews.
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D Valuation for Solvency purposes
This chapter contains information regarding the valuation of the balance sheet items. For each material asset class the
bases, methods and main assumptions used for valuation for solvency purposes are described. Separately for each material
class of assets a quantitative and qualitative explanation of any material difference between the valuation for solvency
purposes and valuation in the financial statements. When accounting principles are equal or when line items are not material,
some line items are clustered together.
Valuation of assets is based on fair value measurement as described below. Each material asset class is described in
paragraph D.1. Valuation of technical provisions is calculated as the sum of the best estimate and the risk margin. This is
described in paragraph D.2. Other liabilities are described in paragraph D.3.
Information for each material line item is based on the balance sheet below. For each line item is described:
 Methods and assumptions for valuation
 Difference between solvency valuation and valuation in the financial statements
The numbering of the line items refer to the comments below.
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Based on the differences in this template a reconciliation is made between IFRS equity and Solvency equity.
31 December 2016
IFRS
24
791
147

Revaluation
-24
-393
-

31 December 2016
Solvency II
397
147

1,467

-

1,467

1,042

7

1,049

1,325
17,875
1,603

-

1,325
17,875
1,603

3,165
1,794

-

3,165
1,794

7,733
9,446
193
314
1,289
405

2,415
16
-40
-

7,733
11,861
209
274
1,289
405

Total assets

48,612

1,980

50,593

17. Technical provisions (best estimates)
18. Technical provisions (risk margin)
19. Unit-linked best estimate
20. Unit-linked risk margin
21. Pension benefit obligations
22. Deferred tax liabilities
23. Subordinated liabilities
24. Other liabilities

30,196
9,928
4,702

-2,000
1,496
1,157
164
-

28,196
1,496
11,085
164
4,702

Total liabilities

44,825

818

45,643

3,787

1,163

4,950

Balance sheet
1. Goodwill, DAC, and Intangible assets
2. Deferred tax assets
3. Property, plant, and equipment held for
own use
4. Investments - Property (other than for
own use)
5. Investments - Holdings in related
undertakings, including participations
6. Investments - Equity
7. Investments - Bonds
8. Investments - Collective Investments
Undertakings
9. Investments - Derivatives
10. Investments - Deposits other than
cash equivalents and other investments
11. Unit-linked investments
12. Loans and mortgages
13. Reinsurance recoverables
14. Receivables
15. Cash and cash equivalents
16. Any other assets, not elsewhere
shown

Excess of assets over liabilities
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This chapter contains also the reconciliation between the excess of assets over liabilities to EOF.

x1000000
Total equity IFRS
Revaluation of other assets
Intangible assets
Investments - Holdings in related
undertakings, including participations
Savings-linked mortgages
Mortgages
Loans
Receivables

gross of tax

net of tax

-24
7

-24
7

1,669
611
135
-40

1,252
459
101
-30

31 December 2016
3,787

1,764
Revaluation of the technical provisions
IFRS technical provisions cancelling
Best Estimate Solvency II accounting
Risk margin accounting
Cancelling of the reinsurers part in the
IFRS technical provisions
Accounting of the reinsurers part in the
technical provisions

40,124
-39,281
-1,660
-193

30,093
-29,461
-1,245
-145

209

157
-601

Own funds Solvency II
Subordinated liabilities
Foreseeable dividends and distributions
Deductions for participations in financial
and credit institutions

4,950
-

-125
-125

Eligible Own funds Solvency II

4,825

D.1 Assets
Valuation of most financial assets is based on fair value. In the paragraph below, this valuation methodology is described.
For different line items will be referred to this method. In this paragraph line items 1 – 15 from the simplified balance sheet
above are described.

D.1.1 Fair value measurement
In accordance with the Delegated Regulation, Solvency II figures are based on fair value. In line with the valuation
methodology described in article 75 and further of the Solvency II directive and articles 9 and 10 , the following three
hierarchical levels are used to determine the fair value of financial instruments and non-financial instruments when
accounting for assets and liabilities at fair value:
Level 1: Fair value based on quoted prices in an active market
Level 1 includes assets and liabilities whose value is determined by quoted (unadjusted) prices in the primary active market
for identical assets or liabilities.

ASR Levensverzekering N.V. 2016 solvency and financial condition report

66

A financial instrument is quoted in an active market if:
 quoted prices are readily and regularly available (from an exchange, dealer, broker, sector organization, third party
pricing service or a regulatory body); and
 these prices represent actual and regularly occurring transactions on an arm’s length basis.
Level 2: Fair value based on observable market data
Determining fair value on the basis of Level 2 involves the use of valuation techniques that use inputs other than quoted
prices included within Level 1 that are observable for the asset or liability, either directly (that is, as prices) or indirectly (that
is, derived from prices of identical or similar assets and liabilities). These observable inputs are obtained from a broker or
third party pricing service and include:
 quoted prices in active markets for similar (not identical) assets or liabilities;
 quoted prices for identical or similar assets or liabilities in inactive markets;
 input variables other than quoted prices observable for the asset or liability. These include interest rates and yield curves
observable at commonly quoted intervals, volatility, early redemptions spreads, loss ratio, counterparty default risks and
default percentages.
Level 3: Fair value not based on observable market data
At Level 3, the fair value of the assets and liabilities is determined using valuation techniques for which significant inputs are
not based on observable market data. In these situations, there can also be marginally active or inactive markets for the
assets or the liabilities. The financial assets and liabilities in this category are assessed individually.
Valuation techniques are used to the extent that observable inputs are not available. The basic principle of fair value
measurement is still to determine a fair, arm’s length price. Unobservable inputs therefore reflect management’s own
assumptions about the assumptions that market participants would use in pricing the asset or liability (including assumptions
about risk). These inputs are generally based on the available observable data (adjusted for factors that contribute towards
the value of the asset) and own source information. In the unlikely event that the fair value of a financial instrument cannot be
measured, it is carried at cost.

D.1.2 Per asset category
The balance sheet reports specify different asset categories. In this section, we describe the valuation of each material asset
category. The figures correspond to the extended balance sheet which has been reported as QRT S 2.01.
1. Goodwill and Intangible assets
The intangible assets relate to goodwill, pre-paid commissions and other intangible assets are not recognized in the
Solvency II framework and are set to nil.
2. Deferred tax
The basis for the DTA / DTL position in the IFRS balance sheet is temporary differences between fiscal and commercial
valuation. This DTA / DTL position is the base for this line item on the Solvency II balance sheet, adjusted for Solvency II
revaluations:
 The largest DTL mutation is caused by the higher (valuation) mortgages and savings linked mortgages.
 The largest DTA mutations are mainly caused by the (lower) valuation of technical provisions
In accordance with the Delegated Regulation the DTA / DTL position is netted in the balance sheet. The balance sheet of
a.s.r. contains a DTA.
The deferred tax effects involve a correction related to the fact that (most of) the revaluations as described in this chapter are
gross of tax. The tax effect is calculated as 25%.
The calculation takes into account that some differences are exempted of tax.
3. Property plant, and equipment held for own use
a.s.r. Leven recognises property at market value, equal to Solvency II measurement.
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4. Investments - Property (other than for own use)
a.s.r. Leven owns the following categories of investment property; the method for calculating their fair value has been added:
 Residential –based on reference transaction and discounted cash flow method (DCF method);
 Retail – based on reference transaction and income capitalization method;
 Rural – based on reference transaction and DCF method;
 Offices – based on reference transaction and DCF method;
 Other – based on reference transaction and DCF method;
 Under construction - based on both DCF and income capitalization method.
5. Investments - Holdings in related undertakings, including participations
Valuation of holdings in related undertakings is based on fair value or, if not applicable, based on the net equity method.
Related undertakings are reviewed and rated based on these principles.
6. Investments – Equity
Valuation of listed equities is based on the level 1 method of the fair value hierarchy. Unlisted fixed-interest preference
shares are valued based on the level 2 method of the fair value hierarchy. The valuation techniques for financial instruments
start from present value calculations; derivatives are valued based on forward-pricing and swap models. The observable
market data contains yield curves based on company ratings and characteristics of unlisted fixed-interest preference shares.
The main non-observable market input for private equity investments is the net asset value of the investment as published by
the private equity company (or partner).
Valuation of private equity investments is based on the level 3 method of the fair value hierarchy. The main non- observable
market input for private equity investments is the net asset value of the investment as published by the private equity
company (or partner).
7. Investments – Bonds
The valuation of these assets is consistent with the IFRS fair value hierarchy as described in paragraph D.1.1.
8. Investments - Collective investment undertakings
The valuation of these assets is consistent with the IFRS fair value hierarchy as described in paragraph D.1.1 The valuation
of investment funds is based on the level 1 method of the fair value hierarchy.
9. Investments – Derivatives
The valuation of these assets is consistent with the fair value hierarchy as described in paragraph D.1.1 The valuation of
listed derivatives is based on the level 1 method of the fair value hierarchy. The valuation of unlisted interest rate contracts is
based on the level 2 method of the fair value hierarchy. The valuation techniques for financial instruments start from present
value calculations; derivatives are valued based on forward-pricing and swap models. The observable market data contains
yield curves based on company ratings and characteristics of unlisted fixed-interest preference shares.
10. Investments - Deposits other than cash equivalents and other investments
The fair value of the loans and receivables is based on the discounted cash flow method. It is obtained by calculating the
present value based on expected future cash flows and assuming an interest rate curve used in the market that includes an
additional spread based on the risk profile of the counterparty.
According to IFRS, loans and receivables are measured at amortized cost rather than at fair value.
11. Assets held for index-linked and unit-linked funds
The valuation of these assets is consistent with the IFRS fair value hierarchy described in paragraph D.1.1
12. Loans and mortgages
The valuation of loans is based on the level 2 and level 3 (mortgages) method of the fair value hierarchy. The fair value of the
loans is based on the discounted cash flow method. It is obtained by calculating the present value based on expected future
cash flows and assuming an interest rate curve used in the market that includes an additional spread based on the risk
profile of the counterparty. This asset category includes savings linked mortgages.
Many of the savings-linked mortgages that a.s.r. Leven has sold in the past were combined with a mortgage loan from an
external bank. This bank has undertaken to pay mortgage interest on the savings accrued in the insurance policy. To this
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end, the insurer transfers the premiums to a special deposit account with the bank. According to IFRS, both the insurance
policy and the loan are measured at amortized cost. For the purpose of Solvency II, they are both measured at fair value,
allowing for any securities the insurer receives on the funds deposited with the bank. The liability is measured separately (in
accordance with the Delegated Acts and the guidance provided by Dutch Central Bank).
The valuation method used to determine the fair value of a.s.r. Leven’s mortgage portfolio bases the spread on the interest
rate curve for discounting the mortgage portfolio cash flows on consumer rates. The valuation according to IFRS is based on
amortized cost.
13. Reinsurance recoverables
Contracts that transfer a significant insurance risk from a.s.r. Leven to third parties are accounted for as reinsurance
contracts, and are classified as outgoing reinsurance.
The amounts that can be collected from reinsurers are estimated using a method that is in line with the reinsurance contract
and the fair-value method for determining liabilities arising from reinsurance contracts described in Section D2.
Assets arising from reinsurance contracts are recognized under reinsurance contracts, except for current receivables from
reinsurers, which are included under reinsurance receivables. At each reporting date, a.s.r. Leven assesses whether
objective evidence of impairment exists. If a reinsurance asset is impaired, its carrying amount is reduced to its recoverable
amount. Therefore, current receivables from reinsurers are valued comparable with IFRS.
14. Receivables (trade not Insurance)
The fair value of receivables is based on the level 2 method of the fair value hierarchy. The fair value is based on the
discounted cash flow method. It is obtained by calculating the present value based on expected future cash flows and
assuming an interest rate curve used in the market that includes an additional spread based on the risk profile of the
counterparty.
15. Cash and cash equivalents
The valuation of cash and cash equivalents is based on the level 1 method of the fair value hierarchy. Cash and cash
equivalents include cash in hand, deposits held at call with banks, cash collateral and other short-term highly liquid
investments with original maturities of three months or less.
16. Any other assets, not elsewhere shown
The valuation of these assets is based on the IFRS fair value hierarchy as described in paragraph Section D.1.1.
Other assets include different investments and interest income, property developments, tax assets and accrued assets.
Discontinued operations
Discontinued operations are recognized on the IFRS Balance sheet as a single line item. These assets are recognized on a
line by line basis in the Solvency II balance sheet.

D.2 Technical provisions
D.2.1 Introduction
In this section, the policies regarding methodology and assumptions for the technical provisions are described. These
liabilities arise from insurance contracts issued by a.s.r. Leven that transfer significant insurance risks from the policyholder
to a.s.r. Leven.
In this paragraph line items 16 – 19 from the simplified balance-sheet above are described

D.2.2 Technical provisions methods
In this paragraph the methodology for calculating the technical provisions is described.
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Description of the method
The technical provision is the sum of the best estimate, consisting of an intrinsic value that is the expected value and the time
value of options and guarantees, and the risk margin.
17. and 19. Technical provisions (best estimate)
Intrinsic Value
The intrinsic value is the net present value of projected cash flows from insurance contracts, i.e. benefits and claims, profitsharing liabilities and costs less premiums. These cash flows are estimated using best estimate assumptions with respect to
mortality, claims experience, lapse, expense and inflation. Where applicable, the participating features of the insurance
contracts, such as profit sharing, are taken into account in the future cash flows.
The cash flows are discounted using the term structure of risk-free interest rates (including volatility adjustment) as
prescribed under Solvency II for the valuation of underwriting liabilities. The best estimate assumptions regarding mortality
and longevity include recent trend assumptions for life expectancy in the Netherlands, as provided by the Dutch Actuarial
Association.
In unit-linked contracts, the best estimate equals the fund value of the contract less the net present value of future margins
on mortality and expense. For unit-linked contracts with a guaranteed minimum benefit on maturity the best estimate is
increased with the loss on maturity date because of this guarantee if a loss occurs in the best estimate scenario.
Time value of options and guarantees
The TVOG is calculated using stochastic techniques with respect to interest scenario’s. The time value of options and
guarantees (TVOG) – payment guarantees connected to profit-sharing liabilities in particular – is added to the expected
value.
The valuation of a guarantee on maturity value in some index-linked and unit-linked policies is calculated policy by policy,
with a closed form methodology that is based on the stochastic Black Scholes formula. The TVOG is equal to this value less
the intrinsic value that has already been recognized in the expected value.
The value of other options and guarantees (for policies with profit sharing) is based on 1.000 interest scenarios. This value is
explicitly determined using stochastic methods and concerns the costs associated with the granted financial options and
guarantees, such as profit-sharing, to the extent that they have not been recognized in the expected value. In other words,
this concerns the time value of these options; their intrinsic value has already been recognized in the expected value.
18. and 20. Risk Margin
The risk margin is determined using the Cost of Capital (CoC) method, using a Cost-of-Capital rate of 6%, in line with the
Delegated Regulation. The risk margin is based on the Solvency Capital Requirement (SCR) of all insurance risks,
operational risk, unavoidable market risk (excluding interest rate risk) and counterparty default risk for reinsurance
arrangements, SPVs and other material exposures which are closely related to insurance liabilities.
The SCR’s involved are determined at the valuation date under the assumption that no VA is applicable. They are projected
separately into the future using suitable risk drivers per risk group. These SCRs are aggregated in each future year, making
allowance for the correlations between risks using correlation factors as define in the standard model.
In determining the risk margin, allowance is also made for diversification benefits between risk groups within a legal entity.
The risks that are factored into the risk margin are mortality risk, longevity risk, disability-morbidity risk, lapse risk,
catastrophe risk, expense risk and operational risk.
Best estimate assumptions
The valuation date is the end date of the reporting period and the starting point for projecting. Assumptions are calculated on
the presumption that a.s.r. will pursue its business as a going concern reflecting the organization’s or industry’s most realistic
view.
Assumptions are considered to be best estimates when they represent the mean or probability-weighted average of possible
outcomes of an uncertain event. The assumptions distinguish between economic assumptions and operating assumptions:
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Economic assumption
Volatilities and correlations:
 The volatilities are set for each asset category: equities, property and fixed income.
 The correlations are set between each of the asset categories.
Expense inflation
Inflation is used as long-term expense inflation. Inflation is expressed as a curve and based on available and liquid market
instruments for price inflation plus a weighted spread for the main types of expenditures. The reference for the inflation curve
is based on the European inflation swap sourced from Bloomberg with ticker EUSWIT.
Spreads for most categories are based on their relative size in the Dutch Harmonized Index for Consumer Prices (HICP).
The spread for the category salaries is based on the historical wage inflation in the Dutch insurance industry over the last ten
years. The inflation curve is set every quarter. At year end, the inflation curve is based on a reference date (month before
valuation date). The spreads are set at least once a year. At the valuation date, 31 December 2016, the expense inflation
was set 1.74% (inflation curve: 1.66%; spread: 0.08%).
Operating assumptions
Operating or non-economic assumptions generally capture risks directly related to movements and uncertainty as a result of
underwriting. Operating assumptions are generally based on analyses of recent experience. The goal is to make a best
estimate of future experience, but staying cautious if there is broad scope for judgment. Operating assumptions are specific
to the entity and rely on a combination of analysis of past experience and assessments of future trends. The operating
assumptions are updated once a year. Operating assumptions are set by the product lines.
Mortality, longevity
The principles underlying mortality are two-fold: assumptions for developments in the mortality of the average population and
assumptions for developments in the difference between the mortality rate of insured persons and the general population
(mortality experience).
a.s.r. Leven bases its assumptions for developments in the mortality rate of the general population on recent external life
expectancy tables. As of the third quarter of 2016 this is based on “Prognosetafel AG 2016”.
a.s.r. Leven considers Prognosetafel AG 2016 the best table for forecasting the mortality rate of the Dutch population. It is
the most recent life expectancy table and it is based on the latest academically validated techniques.
Depending on the portfolio, the experience factors for the mortality rate among insured persons are derived from market data
or own portfolio observations. These factors, which are broken down by age and gender, concern the mortality rate
measured in insured amounts.
Surrenders, lapses, paid-up
A policy is assumed to become paid-up when the policyholder decides to terminate the contractual payments before the end
of the policy term. A policy is assumed to be surrendered/lapsed when the policyholder decides to terminate the contract
before the end of the policy term and agrees to receive the applicable contractually agreed surrender benefits.
In the product lines Life Individual and Funeral, the principles for lapses and early surrenders were determined based on:
 the elapsed duration of the policy.
 a series of historical observations for each system of records and by type of product.
On this basis, frequencies were extrapolated for the surrender of regular premium policies, conversion of regular premium
policies into paid-up policies, surrender of paid-up policies and surrender of single premium policies.
The surrender pattern for individual unit-linked portfolios has been subject to a different pattern since the mis-selling of such
policies came to light in 2010. The determination of best estimate lapse rates for unit linked policies is based on the usual
statistical methods, including back testing, taking into account the increased lapse after 2010 but with special attention to the
most extreme years in the historical data.
Pension policies do not usually lend themselves to lapses and early surrender. The pension contracts and/or master
agreements that a.s.r. Leven signs with employers can be terminated only at the expiry date of the contract. Only then can a
policy be renewed, converted into a paid-up policy or transferred.
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Expenses
The total of expenses allocated to modelled insurance activities in scope represents the actual expenses for the reporting
period. They include direct operating expenses, local overhead expenses as well as investment expenses and group head
office expenses. Expenses allocated to modelled business covers all expenses incurred to manage the total business,
including investments in current systems required to support that business.
Investment expense assumptions are set per asset class as a percentage of the underlying market value. These
assumptions are based on the actual incurred expenses and observed market values in the reporting period. The modelled
investment expenses per asset class are in principal equal to the applicable investment expense assumption multiplied with
the projected market value of assets allocated to the projected technical provision. Investment expenses related to managing
assets that have already been deducted from related service fees are not included in the expenses. Investment expense that
is already included in the valuation of the asset, which is the case for mortgages, are not included in the valuation of the best
estimate.
The maintenance expense assumption is set before information about the actual expenses is available. The assumption is
based on available data from the first two quarters of 2016 and an estimate of the expenses incurred in the remaining period
of 2016. The expenses related to the insurance portfolio are divided between acquisition and maintenance expenses
according to their nature. Projected maintenance expenses include expense inflation.
The maintenance costs are divided into fixed costs, partially variable costs, variable costs and highly variable costs. Highly
variable costs are considered to be scalable. On the other hand, the fixed costs are considered not to be scalable with a
maximum. It is not realistic to assume that the remaining policies have to carry exponential costs. It is not possible to use a
fixed component combined with a maximum in the used projection system. Therefore, the choice has been made to include
the fixed component using a fixed spread which has been added to the inflation rate. These fixed spreads are determined for
every product line separately. The ratio of the fixed to variable costs, the maximum of the fixed costs and the run-offs of the
portfolio are used to determine these fixed spreads.
Expected or anticipated expense reductions, e.g. because of productivity gains, are excluded from the calculations beyond
what has been achieved in the current reporting period. Recurring expenses include development costs when they are
recurrent and arise to safeguard the ability of the total business to continue as a going concern. These development cost are
typically run off over a shorter term than other recurring expenses. These current costs are included for the estimated
duration.
Expense allocation
Costs are allocated in line with IFRS financial statements. Costs are carefully allocated using cost apportionment keys. This
also applies to the cost allocations to the various products. Cost allocation is documented and reported.
Profit sharing/bonus rate
Some of the portfolio is subject to profit-sharing. The portfolio has been divided into groups with similar profit-sharing
systems and rules. The time value and intrinsic value of any profit-sharing option is calculated for each group (model point).
Renewal assumptions
The renewal assumption for the collection commission has been determined for each portfolio based on the accounting
records for 2015. The recognized collection commission is divided by gross premiums.
Morbidity and Disability
The assumption for disability-morbidity has been determined for each portfolio based on the accounting records for Q3 2015
and prior years. The provision, premiums, benefits and results relating to disability-morbidity have been used to define the
assumption.
Risk-free yield curve
The basis for the reference rate of the best estimate is the swap rate at the date of valuation (31 December 2016). The
following adjustments have been made to the swap curve:
 Reduction by ten basis points to account for counterparty default risk (31 December 2016: 10 bps);
 Extrapolation from year 20 to the ultimate forward rate of 4.2% in year 60 using the Smith-Wilson extrapolation method;
Inclusion of a volatility adjustment of 13 basis points, as provided by EIOPA, to the zero rates for the first 20 years (31
December 2015: volatility adjustment 22 bps).
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Impact volatility adjustment
a.s.r. Leven applies the volatility adjustment for discounting cash flows to determine the best estimate and in determining the
Required Capitals for the SCR. In the next table the impact is shown of this volatility adjustment on the financial position and
own funds of a.s.r.

TP
SCR
MCR
Basic own funds (total)
Eligible own funds

VA = 13 bp
40,732
2,654
1,022
4,825
4,825

VA = 0 bp
41,293
2,697
1,039
4,405
4,272

Impact
561
43
16
-420
-554

Table: impact of applying VA = 0 bps

D.2.3 Level of uncertainty
a.s.r. Leven distinguishes between two sources of uncertainty with regard to the level of the technical provisions. These
sources are model risk and process risk. The uncertainty associated with these risks has been mitigated as described below.
Process risk
The process risk is mitigated using the Management in Control framework (MIC), which creates a reasonable degree of
assurance as to the reliability of financial reports. Key controls have been identified and to a larger extend implemented for
the calculation process. In addition, the effectiveness of the MIC framework is verified by an independent party and
supplementary checks are performed where needed. As part of MIC or the additional checks, the four-eye principle has
demonstrably been applied to the calculation of the technical provision.
Model risk
The second risk that a.s.r. has identified in relation to the technical provisions is model risk. Regular procedures have
provided adequate certainty with regard to this risk. To illustrate, a model validation process mitigates the risk of material
misstatements or that key facts have been omitted. In addition, FRM, in its role as the second line of defence, performs an
independent internal review of the technical provisions as described in the previous phase.

D.2.4 Reinsurance and special purpose vehicles (SPVs)
Contracts that transfer a significant insurance risk from . ASR Leven to third parties are accounted for as reinsurance
contracts, and are classified as outgoing reinsurance.
a.s.r. Leven has reinsured a substantial part of all underwriting risk of a certain group pension contract on a proportional
basis. In addition, a reinsurance on a stop-loss basis is applicable to the risk of a mass lapse event for a selected part of the
portfolio with considerable lapse risk. A claim is paid out by the reinsurer if the one-year mass lapse exceeds 15%.
a.s.r. Leven does not make use of special purpose vehicles (SPVs).

D.2.5 Technical provisions
In this table a reconciliation is made between the SII and the IFRS valuation of provisions. Solvency figures are part of the
Balance Sheet S 2.01. The next paragraph describes a brief explanation of these differences.

Life
Best estimate
Risk margin
Technical provision

31 December 2016
IFRS

Revaluation

31 December 2016
Solvency II

-

-

28,196
1,496

30,196

-504

29,692
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Best estimate
Risk margin
Technical provision
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-

-

11,085
164

9,928

1,321

11,249

D.2.6 Reconciliation between IFRS and Solvency II
Under Solvency II, the technical provisions are calculated using a different method compared to IFRS. In this section the
reconciliation between IFRS and Solvency II is described per business line.
Life
The IFRS technical provisions are determined with assumptions that are equal to the assumptions underlying the premium.
For longevity risk additional provisions are set up. Also under IFRS provisions are set up for realized capital gains, interest
rate swaptions and shadow accounting (unrealized gains on bonds). In case that the policy-duration exceeds the length of
the premium-paying period, a provision for administrative expenses is set up for the period where no premiums are due.”
The Solvency II provision consists of a best estimate and a risk margin. The best estimate includes a time value of option
and guarantees with respect to profit sharing. The best estimate is determined on best estimate assumptions and covers
future benefits and future expenses to the extend that they are not covered by future premiums.
Index-linked and unit-linked
The technical provision for unit-linked policies under IFRS equals the fund value of the underlying assets of the units. Extra
provisions are set up in case of minimum guarantees on the maturity-value provided by ASR Life and for the transparency
issue.
The Solvency II technical provision consist of the fund value less the net present value of the best estimate value of the
future profits. For policies where a guarantee with respect to the maturity-value is given, the value of the guarantee is
determined on a market consistent basis, using stochastic techniques. Also for the transparency issue some provision is set
up.
Technical provisions Pension scheme a.s.r.
For ASR Leven the pension scheme of a.s.r.-employees is involved on the balance sheet under technical provision life. On
a.s.r. group level this scheme is mentioned as an employee benefit obligation.

D.3 Other liabilities
D.3.1 Valuation of other liabilities
In line with the valuation of assets, the accounting principles for other liabilities used in the Pillar III reports are generally also
based on the IFRS as adopted by the EU. Any differences between the valuation methods for IFRS and Solvency II purposes
are addressed in detail per liability category. In this paragraph line items 20 – 23 from the simplified balance-sheet above
are described
21.
Pension benefit obligations
Not applicable for a.s.r. Leven.
On group level a.s.r. has in place a number of defined benefit plans for own staff. Current service costs for the OTSO’s are
included in operating expenses.
22.
Deferred tax liabilities
The basis for the DTA / DTL position in the IFRS balance sheet is temporary differences between fiscal and commercial
valuation. This DTA / DTL position is the base for this line item on the Solvency II balance sheet, adjusted for Solvency II
revaluations:
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The largest DTL mutation is caused by the higher (valuation) Mortgages and Savings Unloading
The largest DTA mutations are mainly caused by the (lower) valuation of technical provisions

In accordance with the Delegated Regulation the DTA / DTL position is netted in the balance sheet. The balance sheet of
a.s.r. Leven contains a DTA.
23.
Subordinated liabilities
Not applicable for a.s.r. Leven.
24.
Other liabilities
Other Liabilities contains different small line items:
Debts owed to credit institutions
The valuation of these liabilities follows the Solvency II fair value hierarchy as described in paragraph D.1.1
Financial liabilities other than debts owed to credit institutions
The valuation of these liabilities follows the IFRS fair value hierarchy as described in paragraph D.1.1
Subsequent valuation has to be consistent with the requirements of Article 75 of the Solvency II directive. Therefore, no
subsequent adjustments to take account of the change in own credit standing shall take place. However, adjustments for
changes in the risk-free rate must be accounted for subsequently. This means that the subordinated loans are discounted
using the risk-free rate plus a credit spread at inception of the liability.
Insurance and Intermediaries payables
The valuation of these liabilities follows the Solvency II fair value hierarchy as described in paragraph D.1.1 This category is
subject to the same valuation as the asset category Cash and Cash equivalents.
Trade payables (non-insurance)
The valuation of these liabilities follows the Solvency II fair value hierarchy as described in paragraph D.1.1 This category is
subject to the same valuation as the asset category receivables.
Any other liabilities not disclosed elsewhere
The valuation of these liabilities follows the Solvency II fair value hierarchy as described in paragraph D.1.1. This item
consists primarily of tax payables.
Contingent liabilities
Contingent liabilities are defined as:
 a possible obligation depending on whether some uncertain future event occurs, or
 a present obligation but payment is not probable or the amount cannot be measured reliably.
Contingent liabilities are recognized on the IFRS balance sheet if there is a probability of >50% that the contingent liability
leads to an “outflow of resources”. These liabilities are also recognized on the Solvency II balance sheet.
Solvency II prescribes that all contingent liabilities be recognized on the Solvency II balance sheet. This covers cases where
the amount cannot be measured reliably or when the probability is <50%. For these cases, a regular process is in place to
determine whether contingent liabilities should be recognized on the Solvency II balance sheet.
The a.s.r. Leven Solvency II capital ratio does not include contingent liabilities.
Discontinued Operations
Liabilities for discontinued operations are recognized on the IFRS Balance sheet as a single line item. These liabilities are
recognized on a line by line basis in the Solvency II balance sheet.

D.3.2 Reconciliation from Solvency II equity to EOF
The differences described in the above sections are the basis for the reconciliation of IFRS equity to equity Solvency II. To
reconciliate from Solvency II Equity to EOF, the following movements are taken into consideration:
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Subordinated liabilities
In accordance with the Delegated Regulation the subordinated liabilities are part of the EOF. Further information of this
liabilities is described in section E.
Foreseeable dividends and distributions
Dividends for 2017 that are approved after the reporting date are deducted from the available capital position as foreseeable
dividends and distributions.
Deductions for participations in financial and credit institutions
Participations in financial and credit institutions exceeding 10% are not supervised by the Solvency II framework and are
therefore excluded from the eligible own fund items.
Tier 3 Limitations
In accordance with the Delegated Regulation EOF is divided in tiering components. There are boundary conditions related to
the size of these components. Excess of this limits results in capping of EOF. For a.s.r. Leven capping does not apply per Q4
2016.

D.4 Alternative methods for valuation
a.s.r. Leven does not apply alternative methods for valuation.

D.5 Any other information
Not applicable for ASR Levensverzekeringen N.V.
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E Capital management
Key figures
Eligible own fund 2016

397
4,825

4,428

Tier 1 capital unrestricted

Tier 1 capital restricted

Tier 2 capital

Tier 3 capital

Eligible own funds
to meet SCR

SCR 2016

475

144

1,366
-981
-448

2,654

2,098

Market

Insurance

Counterparty Operational Diversification LAC DT (-/-)
(-/-)

SCR

The solvency ratio stood at 182% as at 31 December 2016 after distribution of the proposed dividend of € 124.7 million and
based on the standard formula as a result of € 4,825 million EOF and €2,654 million SCR.
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Reconciliation total equity IFRS vs EOF Solvency II
1,765

-601

-125

4,826

Subordinated
liabilities and
foreseeable
dividends

Eligible own funds
Solvency II

3,787

Total equity IFRS Revaluation of other Revaluation of the
assets
technical provisions

An extensive explanation of the reconciliation from IFRS equity to Solvency II Eligible Own Funds was presented in section
D.

E.1 Own funds
E.1.1 Capital management objectives
Management
Overall capital management is administered at Group level. Capital generated by operating units and future capital releases
will be allocated to profitable growth of new business or repatriated to shareholders, beyond the capital that is needed to
sustain commercial capital levels at management’s targets. a.s.r. actively manages its in-force business, which is expected to
result in substantial free capital generation over time. Additionally, business improvement and balance sheet restructuring
should improve the capital generation capacity while advancing the risk profile of the company. The legal entities are
capitalised separately, and excess capital over management’s targets are intended to be up-streamed to the holding
company to the extent local regulations allow and within the internal risk appetite statement.
Objectives
The Group is committed to maintain a strong capital position in order to be a robust insurer for its policyholders and other
stakeholders. The objective is to maintain a solvency level that is within the limits defined in the risk appetite statements and
the solvency targets. Sensitivities are periodically performed for principal risks and annual stress tests are performed to test
a.s.r.’s robustness to withstand moderate to severe scenarios. An additional objective is to achieve a combination of a capital
position and a risk profile that is at least in line with a single A Standard & Poor’s rating.
a.s.r. uses an Economic Capital (ECAP) model for the allocation of market risk budgets. This model applies a full lookthrough principle to the assets and the relevant risks.
The SCR is reported on a quarterly basis and proxies are made on a monthly basis. The internal minimum solvency ratio for
a.s.r. as formulated in the risk appetite statement is 120%. The management target for the solvency ratio is above 160%. The
solvency ratio stood at 182% at 31 December 2016, which was comfortably higher than the internal requirement of 120% and
the management target of above 160%.

E.1.2 Tiering own funds
The table below details the capital position of a.s.r. Leven as at the dates indicated. With respect to the capital position,
Solvency II requires the insurers to categorize own funds into the following three tiers with differing qualifications as eligible
available regulatory capital:
 Tier 1 capital consists of Ordinary Share Capital and Reconciliation reserve.
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Tier 2 capital consists of ancillary own funds and basic Tier 2. Ancillary own funds consist of items other than basic own
funds which can be called up to absorb losses. Ancillary own fund items require the prior approval of the supervisory
authority. a.s.r. Leven has no ancillary own fund items.
Tier 3 consists of Deferred tax assets.

The rules impose limits on the amount of each tier that can be held to cover capital requirements with the aim of ensuring
that the items will be available if needed to absorb any losses that might arise.

Tier 1 capital - unrestricted
Tier 1 capital - restricted
Tier 2 capital
Tier 3 capital
Eligible own funds to meet SCR

31 December 2016
4,428
397
4,825

The perpetual hybrid loans are classified as equity, as there is no requirement to settle the obligation in cash or another
financial asset or to exchange financial assets or financial liabilities under conditions that are potentially unfavourable for
a.s.r. Leven To be sure that the perpetual hybrids may be classified under Own Funds, terms and notes are proposed with
Dutch Central Bank. Tiering is also part of this consultation.

E.1.3 Own funds versus MCR
The MCR calculation is based on the standard formula.

Tier 1 capital - unrestricted
Tier 1 capital - restricted
Tier 2 capital
Tier 3 capital
Eligible own funds to meet MCR

31 December 2016
4,428
4,428

E.1.4 Description of grandfathering
There is no grandfathering at a.s.r. Leven.

E.2 Solvency Capital Requirement
a.s.r. Leven complied during 2016 with the applicable externally imposed capital requirement. The table below presents the
solvency ratio as at the date indicated.

31 December 2016
Eligible Own Funds Solvency II
Required capital

4,825
2,654

Solvency ratio

182%

Under Solvency II it is permitted to reduce the required capital with the mitigating tax effects resulting from a 1 in 200 year
loss (“Shock loss”). There is a mitigating tax effect to the extent that the Shock loss is deductible for tax purposes and can be
compensated with taxable profits. This positive tax effect can only be taken into account when sufficiently substantiated
(‘more likely than not’). a.s.r. Leven included a beneficial effect on its solvency ratio(s) due to the application of the LAC DT.
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Relevant regulation and guidance (Delegated Acts, Level 3 guidelines, Dutch Central Bank Q&A’s and IAS12) is taken into
account in the development of the LAC DT methodology.
The a.s.r. Leven solvency ratio does not include any contingent liability potentially arising from any of the current and/ or
future legal proceedings in relation to unit-linked insurance contracts or for other products sold, issued or advised on by a.s.r.
Leven’s insurance subsidiaries in the past, the reason being that it is impossible at this time to make reliable estimates of the
number of expected proceedings, possible future precedents and the financial impact of current and possible future
proceedings.
Standard & Poor’s confirmed the single A rating of ASR Levensverzekering N.V. on August 8, 2016.
Ratings per legal entity
Ratings Standard & Poor's
Type
Rating
ASR Levensverzekering N.V.
CCR
A
ASR Levensverzekering N.V.
FSR
A
Rating reports can be found on the a.s.r. website: http://asrnl.com/investor-relations/ratings.

Outlook
Stable
Stable

Date
August 8, 2016
August 8, 2016

E.3 Use of standard equity risk sub-module in calculation of Solvency
Capital Requirement
Transitional measure for equity risk applies for shares in portfolio at 01-01-2016. The SCR equity shock is 22% at 01-012016, and linear increasing to (i) 39% + symmetric adjustment for type I shares and (ii) 49% + symmetric adjustment for type
II shares.

E.4 Differences between Standard Formula and internal models
a.s.r. solvency is governed by a standard formula, rather than the self-developed internal model. The Executive Board
believes that this should enhance transparency and consistent interpretation.

E.5 Non-compliance with the Minimum Capital Requirement and noncompliance with the Solvency Capital Requirement
As a.s.r. Leven has not faced any form of non-compliance with the Minimum Capital Requirement or significant noncompliance with the Solvency Capital Requirement during the reporting period or at the reporting date, no further information
is included here.

E.6 Any other information
E.6.1 Dividend policy and capital actions
The Group has formulated its dividend policy in line with its current strategy. a.s.r. Leven intends to pay an annual dividend
that creates sustainable long-term value for its shareholders. a.s.r. Leven aims to operate at a solvency ratio, calculated
according to the standard formula, above a management threshold level. This management threshold level for a.s.r. Leven is
currently defined as safely above 160% of the SCR.
In general, a.s.r. expects to not pay cash dividends if the Group level solvency ratio (calculated according to the standard
formula) falls below 140%. a.s.r. Leven currently intends to consider investing capital above the solvency ratio (calculated
according to the standard formula) of 160% with the objective of creating value for its shareholders. If and when a.s.r. Leven
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operates at a certain level considerably above the 160%, and a.s.r. Leven assesses that it cannot invest this capital in value
creating opportunities for a prolonged period of time, a.s.r. Leven may decide to return (part of this) capital to shareholders. If
a.s.r. Leven elects to return capital, it intends to do so in the form that is efficient for shareholders at that time.

