
























 

Allianz@ 

Overall risk organization and roles in risk management 

A comprehensive system of risk governance is achieved by setting standards related to 
organizational structure, risk strategy and appetite, written policies, limit systems, documentation, 
and reporting. These standards ensure the accurate and timely flow of risk-related information and 
a disciplined approach towards decision-making and execution. Allianz Risk Transfer (Bermuda) 
Limited, fully integrated in the risk governance framework of the AGCS Group, adopts relevant 
policies, standards and functional rules of them. 

As a general principle, the "first line of defense" rests with business managers. They are 
responsible, in the first instance, for both the risks of and returns on their decisions. The "second 
line of defense" is made up of independent oversight functions such as Risk, Actuarial, 
Compliance and Legal. "Second line of defense" functions support, challenge and have the 
oversight of business functions through proactive risk management. Internal Audit forms the "third 
line of defense". 

The risk officer of ART Bermuda operates under the direction of the AGCS Chief Risk Officer, 
and is independent from the business line management. The risk officer supports the Company's 
Board of Directors as the primary risk controlling body. The risk officer maintains an independent 
risk oversight that includes all short and long term risks faced by ART Bermuda and drives the 
development of an adequate risk framework and a robust risk reporting. The risk officer shall be 
informed about all major risk related decisions. 

P1inciples fo1· 1·isk management 

Risk management at ART Bermuda is based on a common understanding of the risks and 
comprehensively defined risk management and control processes with clear organizational 
structures, whereby the following principles apply. 

Principle 1: Board of Directors is responsible for the risk strategy 

The ART Bermuda Board of Directors establishes and adheres to a Risk Strategy and associated 
Risk Appetite which is derived from and regularly reviewed for consistency with AGCS' business 
strategy. The Risk Strategy reflects the general approach towards the management of all material 
risks arising from the conduct of business and the pursuit of business objectives. The Risk Appetite 
elaborates on the Risk Strategy through the establishment of the specific level ofrisk tolerance for 
all material quantified and non-quantified risks, and thereby the desired level of confidence, in 
relation to clearly defined risk and performance criteria, taking into account shareholders' 
expectations and requirements imposed by regulators and rating agencies. The Risk Strategy and 
Appetite are reviewed at least once a year and, if deemed necessary, adjusted and communicated 
to all impacted parties. 
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Principle 2: Risk capital as a key risk indicator 

The risk capital based on the BSCR model is the central parameter used to define risk tolerance. It 
serves as key indicator in the decision-making and risk management process with respect to capital 
allocation and limits. Capital is to be understood as risk-bearing capacity or available financial 
resources. Where relevant, ART Bermuda considers its impact on risk capital when taking material 
business decisions. 

Principle 3: Clear definition of the organizational structtH"e and risk processes 

An organizational structure is established at ART Bermuda, inclusive of the roles and 
responsibilities of all persons involved in the risk management process, which is clearly defined 
and which covers all risk categories. The structure shall be documented and communicated in a 
clear and complete manner to all relevant addresses 

P1·inciple 4: Measurement and evaluation of risks 

All material risks, including both single risks and risk concentrations across one or more risk 
categories, are measured using consistent quantitative and qualitative methods. Quantifiable risks 
are covered within the scope of the risk capital framework of the BSCR model. Risks that cannot 
be quantified based on the risk capital methodology, as well as complex risk structures resulting 
from a combination of multiple risks from one or more risk categories are assessed with the help 
of qualitative criteria and/or scenario analysis. Strictly non-quantifiable risks are analyzed based 
on qualitative criteria. 

Principle 5: Development of limit systems 

A consistent limit system is in place to ensure adherence to the risk appetite and to manage 
concentration risk exposure and, where appropriate, assist with capital allocation. The limit system 
is to be based on relevant risk measures where applicable but should also be complemented by 
steering limits based on accounting or position information, and shall be regularly reviewed by the 
ART Bermuda Ltd. Board of Directors against the background of the defined risk strategy. 

Principle 6: Mitigation of risks exceeding the risk appetite 

Appropriate risk mitigation techniques are employed to address instances where identified risks 
exceed, or otherwise breach, the established risk appetite. Where such cases occur, clear courses 
of action designed to resolve the breach are initiated, such as the adjustment of the risk appetite 
following a business review, the purchase of (re-) insurance, a strengthening of the control 
environment, or a reduction in, or hedging against, the underlying asset or liability giving rise to 
the risk. 
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Outsourcing Agreements with regard to Functions or Services, the approval by the responsible 
member of the Board of Management may suffice. 

Allianz Risk Transfer centralizes certain key functions, and the managers responsible for actuarial 
and risk management services are based in operating affiliates of ART Bermuda. There are no 
material functions that have been outsourced to a third party. 
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Risk Profile 

Key risks/risk categories: 

Allianz Risk Transfer (Bermuda) Limited is exposed to quantifiable and non-quantifiable risks. 
Quantifiable risks consist of the following risk categories: market risk, credit risk, underwriting 
risk and operational risk. Non-quantifiable risk categories are: liquidity risk, business risk, 
reputational risk and strategic risk. 

Market risk comprises fixed income risk, equity risk, interest rate risk, currency risk and 
concentration risk. Fixed income risk reflects investment risk from fixed income instruments. 
Equity risk results from fluctuation in the value of or the income from equity investments. Interest 
rate risk refers to risk resulting from interest rate changes. Currency risk stems from movements 
in foreign currency exchange rates. Concentration risk means the risk of exposure to losses 
associated with inadequate diversification of portfolios of assets or obligations. 

Credit risk includes the risk of loss arising from an inability of Allianz Risk Transfer (Bermuda) 
Limited to collect funds from debtors. 

UndeIWTiting risk (synonymously called insurance risk) consists of premium risk, reserve risk and 
catastrophe risk. Premium risk means the risk that premium is insufficient to meet future 
obligations. Reserve risk means the risk that an insurer's technical provisions may be insufficient 
to satisfy its obligations. Catastrophe risk means the risk of a single catastrophic event or series of 
catastrophic events that lead to a significant deviation in actual claims from the total expected 
claims. 

Operational risk means the risk of loss resulting from inadequate or failed internal processes, 
people and systems, or from external events. 

Liquidity risk stems from unexpected financial losses due to a failure to meet, or to meet based on 
unfavorable altered conditions, short-term current or future payment obligations, as well as the 
risk that in the event of a liquidity crisis of Allianz Risk Transfer (Bermuda) Limited refinancing 
is only possible at higher interest rates or by liquidating assets at a discount. 

Business risk results from unexpected decrease in actual results compared to business assumptions, 
which lead to a decline in income without a corresponding decrease in expenses; this includes 
lapse risk. 

Reputational risk is defined as an unexpected drop in the value of Allianz share price, value of in­
force or future business caused by a decline in the reputation of Allianz Group or one or more of 
its specific organizational entities from the perspective of its stakeholders. 

Strategic risk is caused by unexpected negative changes in value of the Company arising from the 
adverse effect of management decisions regarding business strategies and their implementation. 
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calculated following the principles issued by the BMA and amounts to USD 2.3m as per year end 
2022. The amount of (net) Technical Provisions (excluding Risk Margin) amounts to USD 82. lm 
as per year end 2022. Since the book of business has not changed much compared to previous year, 
the uncertainty within the estimation of the best estimate reserves remains mostly unchanged 
compared to previous year, and is overall at a moderate level. 

Recoverables from reinsurance contracts includes the unearned portion of premiums written on 
ceded reinsurance contracts and loss reserves recoverable under those contracts. 

Other liabilities are recorded at the payable amount, or, in the case of accruals, the unexpired 
portion of an accrued expense. 
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Subsequent Event 

The Board of Directors have assessed and evaluated all subsequent events arising from the 
balance sheet date up until July 25, 2023 the date the financial statements were available to be 
issued, and have assessed that there are no events requiring additional disclosure. 
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DECLARATION ON THE FINANCIAL CONDITION REPORT ot' 

ALLIANZ RISK TRANSFER (BERMUDA) LIMITED (the "Company") 

We, Michael Bamberger, Director, and David Brown, President, of Allianz Risk Transfer 
(Bennuda) Limited, DO SOLEMNLY DECLARE THAT to the best of our knowledge and 
belief, the Financial Condition Report fairly represents the financial condition of the Company in 
all material respects. 

Print Name David Brown 
Director 
Allianz Risk Transfer (Bermuda) Limited 

Date 

Signatory 

Print Name Michael Bamberger 
Director 
Allianz Risk Transfer (Bermuda) Limited 

Date 26 July 2023 
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