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I. INTRODUCTION 

This document sets out the content of the different policies required under the Solvency II regulations. 

MAPFRE S.A., as the parent company of the MAPFRE Group, approves them and guarantees that the 

companies’ policies are consistent with the Group’s policies. 

Its content must be interpreted bearing in mind that its recipients, in general, and unless expressly 

indicated otherwise, are the insurers and reinsurers bound by the aforementioned regulations.  

If any concept could differ from the provisions of the specific or local regulations, the definitions of the 

latter shall prevail. To this end, the rules established in this document shall be considered in their 

implementation, notwithstanding the application of any others considered applicable by virtue of the 

specific or local regulations and the Group’s internal regulations in relation to corporate governance 

in force at any given time. 

II. DEFINITIONS 

 

− Risk appetite: Global guidelines on the risk that the Group is willing to assume, including the types 

of risk and the limits applicable to them in order to carry out its strategic plan without significant 

deviations, even in adverse situations. 

 

− Key functions: The risk management, compliance, actuarial and internal audit functions. Their 

concept is associated with the concept of critical functions. 

 

− Management: All persons in a senior management position at the company who report directly to 

the Board of Directors, Executive Committees or Chief Executives. 

 

− Risk limit: Specific risk limits by company and/or region and/or type of risk and/or product and/or 

sector. 

 

− MAPFRE, Group or MAPFRE Group: The business group consisting of MAPFRE, S.A., as parent 

company, and its subsidiaries and affiliates in accordance with the provisions of the Spanish 

Securities Market Act. 

 

− Fronting operations: All insurance operations and assignment of reinsured risks as part of which 

the MAPFRE company transferring the risk plays an instrumental role without relevantly retaining 

the insurance risk. 

 

− Relevant person: The directors, senior management and those responsible for key functions.  

 

− Owner of the Policy: Company, Area, Office or Department responsible for keeping the policy up 

to date, in addition to making proposed amendments. They are also responsible for developing 

the policy through standards, procedures or guidelines, notwithstanding, in each specific case, the 

powers allocated to the corresponding governing bodies, including a reference to the paragraph 

of the corresponding policy and maintaining a list thereof. 

 

− Risks: The possibility that future events may negatively affect the achievement of financial and 

business objectives or the financial situation of the MAPFRE Group. The concept of risk will be 

understood in a broad sense, covering events or combinations of events that affect one or more 

risks that, due to their importance or relevance, must be treated separately. 

 

− Risk tolerance: Deviation from the risk limits that the Group is willing to assume. 
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III. DISSEMINATION AND KNOWLEDGE 

 

This document shall be disseminated online.  

 

Each chapter of the document shall be communicated to and binding upon the persons to which tasks, 

processes or responsibilities are assigned.  

 

In line with the content of each policy, an assessment shall be performed as to the opportunity to 

prepare specific training programs. As applicable and to this end, a training strategy shall be developed, 

in cooperation with those responsible for training, with the owners of the corresponding policies 

deciding on the specific material, recipients and supports. 

IV. COMMON RULES ABOUT KEY FUNCTIONS 

 

Key functions shall be able to go about their work with operational independence; this means that in 

the exercise of their functions, they shall be free from any undue or inappropriate influence, control, 

incompatibility or limitation. 

 

Those responsible for the key functions shall report directly to the Board of Directors, or through the 

corresponding delegated committees, and to the Group’s Executive Chairman.  
 

The actions of the Corporate Risk, Actuarial and Compliance Offices shall be supervised by the CFO, by 

delegation of the Board of Directors of MAPFRE, S.A. and its delegated committees.  

 

In the performance of key functions, there shall be a sufficient number of persons with adequate 

training and experience to ensure the fulfilment of the responsibilities assigned. 

 

The persons performing key functions may communicate with everybody within the organization, at 

their own initiative, with unrestricted access to any relevant information as regards the performance 

of their responsibilities. In turn, all staff at the organization shall provide them with support and 

collaboration and shall be required to inform them of any relevant fact that may affect their 

compliance with the obligations of the functions. 

 

The Corporate Offices and Areas corresponding to the key functions shall be responsible for advising, 

encouraging, controlling and coordinating the action within their remit at the companies. 

 

They shall also be responsible for designing and implementing the internal procedures and control 

mechanisms required to ensure compliance with the principles that make up the corresponding 

Policies.  

 

The Corporate Offices and Areas corresponding to the key functions may encourage corrective 

measures within their remit for cases in which, either irregularities are identified in certain actions or 

the general guidelines defined are not adhered to. 

 

V. APPROVAL, ENTRY INTO FORCE AND SUBSEQUENT REVISIONS 

 

This document on Solvency II policies was approved on 13 December 2019 by the Board of Directors 

of MAPFRE, S.A.. It was last amended on December 20, 2021. 
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It shall be reviewed it at least once a year and it may be amended at any time subject to approval by 

the Board of Directors of MAPFRE, S.A. to adapt it to any significant change that affects any of its 

contents. 

 

The Board of Directors or equivalent body at each of the Group’s affected insurers or reinsurers shall 
approve a similar document pursuant to the provisions set out herein. Its content shall be adapted 

pursuant to the local regulations, as necessary, and its changes shall be subject to a preliminary check 

by the corresponding Company, Area, Office or Corporate department. 

VI. POLICIES 
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CHAPTER 1.- APTITUDE AND INTEGRITY POLICY 

CHAPTER 1 APTITUDE AND INTEGRITY POLICY 

1.1 OWNER OF THE POLICY 

General Counsel and Legal Affairs Corporate Area.  

 

1.2 SCOPE 

This Policy shall apply to MAPFRE S.A. and to insurance and/or reinsurance companies located in 

countries where at least one company is included in the Solvency II Supervisory Group. 

 

1.3 OBJECTIVES 

The objective of the Policy is to establish the aptitude and integrity requirements for Key Personnel 

and the framework of action to ensure compliance at all times. 

 

1.4 GENERAL PRINCIPLES 

 

1.4.1 APTITUDE 

Key Personnel shall have adequate qualifications, knowledge and experience to enable the companies 

covered by this Policy to be managed and supervised in a professional manner.  

The expertise and experience of Relevant Personnel will include academically-acquired knowledge and 

the experience necessary to carry out functions in similar companies in their trajectory and the 

respective individual responsibilities assigned. 

In addition, members of the governing bodies of the companies indicated in the scope of this Policy 

shall be required to have: 

1. Collectively: the appropriate qualifications, experience, and knowledge in at least the following 

areas: 

a) Insurance and financial markets 

b) Strategies and business models 

c) Governance System 

d) Financial and actuarial analyses 

e) Regulatory Framework 

2. Individually: training and experience appropriate to the professional profile, specifically in the 

insurance and financial services area, with practical experience acquired from prior positions 

held during a sufficient period of time. 
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1.4.2 INTEGRITY 

Key Personnel must have a proven standard of personal, professional, and commercial integrity based 

on trustworthy information concerning their personal behavior, professional conduct and reputation, 

covering any criminal, financial, and supervisory aspects considered pertinent for these purposes. 

To this end, Key Personnel must meet the following requirements: 

1. Personal, professional, and commercial ethics including: 

a) Personal career in compliance with the commercial and other laws regulating the business 

activity and the life of the activity, as well as good commercial, financial, and insurance 

practices. 

b) No criminal records related to crimes involving financial assets, money laundering, against 

the social/economic order or against the tax authorities and/or social security, and no 

penalties related to offenses involving the insurance industry, securities markets or 

consumer protection regulations. 

c) No serious and motivated criminal or administrative investigations regarding any of the 

items mentioned in point b) above. 

d) Are not disabled to exercise public, administration or management positions in financial or 

insurance companies. 

e) Not disqualified in accordance with Spanish bankruptcy regulations or other equivalent 

legislation in other jurisdictions. 

2. Capacity and compatibility: 

a) No involvement in legal incompatibility, incapacity, or prohibition proceedings as regards 

current legislation and internal regulations.  

b) Has no involvement in unavoidable situations of conflict of interest regarding current 

legislation and internal regulations. 

c) Has no significant shareholdings in, or does not provide professional services to, any 

companies in competition with the company concerned or any other Group companies, and 

does not perform any role as an employee, senior executive, or director in such competing 

companies, unless specific authorization has been granted by the Board of Directors itself 

(in the case of MAPFRE S.A.), or by the competent governing bodies of the companies 

concerned, in the case of its subsidiaries. 

d) Not having been involved in circumstances that might cause their designation or 

membership in the Board of Directors of the Company to endanger Company interests. 

 

1.5 ASSESSMENT OF APTITUDE AND INTEGRITY REQUIREMENTS 

People who have been designated to hold Key Personnel positions shall sign a prior, truthful and 

complete declaration of their personal, family, professional or business circumstances. This declaration 

shall be made using one of the model text formats established for this purpose by the General Counsel 

and Legal Affairs Corporate Area. 
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While performing their roles, the above-mentioned people must ensure that their prior declarations 

are continually updated, and must communicate any significant changes in their situations, and 

participate in periodic updates when required to do so by the MAPFRE Group's governing body. 

Such bodies shall proceed to reassess the applicable person's requirements in terms of aptitude and 

integrity, whenever any communications received identify a significant circumstance or change in such 

requirements and, in any event: 

a) If there are reasons to believe that a given person may exert influence on the Company so that it 

conducts its business in a manner not in keeping with current legislation. 

b) If there are reasons to believe that a person may increase the risk that criminal financial offenses 

will be committed. 

c) If there are reasons to believe that the correct and prudent management of the Company's 

business is at risk. 

The Group's competent governing bodies shall examine the nominations of members of the governing 

bodies and of senior executives of Group companies and, following a detailed examination of them, 

shall decide whether or not to authorize such proposals for final approval by the governing bodies of 

the companies concerned. 

Those responsible for the key functions of MAPFRE S.A. will examine the applications of those 

responsible for their respective functions in the different Group companies as well as the people 

directly reporting to them who carry them out. After a detailed examination of them, they shall decide 

whether or not to authorize such proposals for their final approval, where required, by the governing 

bodies of the companies concerned.  

The General Counsel and Legal Affairs Corporate Area shall inform those exercising key functions of 

any relevant circumstances in relation to this Policy that may affect them. 

The assessment and reevaluation of the aptitude and integrity of other people who, while not being 

classed as Key Personnel, must fulfill the requirements of aptitude and integrity in accordance with the 

legislation in force, shall be carried out in accordance with established internal procedures, applying 

the principle of proportionality according to the assessed person's level of responsibility. 

 

1.6 COMMUNICATION WITH THE RELEVANT SUPERVISORY AUTHORITY 

The companies indicated in the scope of this Policy, as and when established by their local regulations, 

shall notify the relevant supervisory authority of the appointment of, and also of any changes in the 

identity of, Key Personnel, together with any information required to assess whether the people who 

have been appointed when applicable meet the appropriate aptitude and integrity requirements.  

Likewise, when required, they shall inform the relevant supervisory authority when any staff member 

classed as Key Personnel has been replaced due to no longer fulfilling the appropriate aptitude and 

integrity requirements. 

 

Such notifications shall be made based on the terms required by the relevant supervisory authority. 
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CHAPTER 2 COMPENSATION POLICY 

2.1 OWNER OF THE POLICY 

The Executive Management and Compensation Area, reporting to the Corporate People and 

Organization Area. 

2.2 SCOPE 

This policy applies to all MAPFRE Group companies. 

For MAPFRE Group insurance and/or reinsurance companies located outside the European Economic 

Area, the requirements set forth in this policy may be made more flexible in keeping with the principle 

of proportionality. 

2.3 OBJECTIVES 

The objectives of this Policy are: 

• To establish adequate remuneration according to the function/job position and performance of 

MAPFRE employees. 

• To act as a motivating and satisfying element to achieve the objectives set and thus fulfill the 

strategy proposed. 

• To promote efficient and appropriate risk management by discouraging both the acceptance of 

risks that exceed MAPFRE's tolerance limits and situations leading to potential conflicts of 

interest. 

2.4 GENERAL PRINCIPLES 

The general principles of MAPFRE Group's Compensation Policy are as follows: 

• It is based on the job position and includes measures to avoid any conflicts of interest that may 

arise. 

• It takes into account merit, technical knowledge, professional skills and performance. 

• It guarantees equality, irrespective of gender, race or ideology. 

• It is transparent, since it is known by all affected parties. 

• It has a flexible structure and can be adapted to different groups and market circumstances. 

• It is aligned with the Group's strategy as well as its risk profiles, objectives, risk-management 

practices, and long-term interests. 

• It is competitive with respect to the market. 

2.5 REMUNERATION OF NON-EXECUTIVE MEMBERS OF THE GOVERNING BODIES 

The remuneration system must bear reasonable proportion to the importance of the company, its 

economic situation, and the market standards of comparable companies. It must also aim to promote 

profitability and long-term sustainability, and must include built-in precautions to prevent the 

acceptance of excessive risks and rewards for unfavorable results. The remuneration of the members 

of the governing bodies will consist in fixed amounts for their membership to these bodies and, where 

applicable, to the delegate bodies. In the case of members who hold executive positions in these 
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bodies, these amounts may be higher. This remuneration will be supplemented with other non-

monetary compensations established for all company staff. In addition to the aforementioned 

remuneration, members of these bodies will be reimbursed for any expenses incurred in attending 

meetings or performing their duties. 

2.6 REMUNERATION OF PERSONNEL 

 

2.6.1 REMUNERATION STRUCTURE 

 

The pay structure comprises 5 items: 

 

a) Fixed remuneration 

The fixed remuneration for staff is set in accordance with their job position and professional profile, 

and is paid in regular installments that are communicated in advance. 

All job positions are evaluated using a general, global system to establish their relative importance 

within the organization, and the pay range assigned is commensurate to this relative value. 

Consequently, according to its value, every job position is assigned a pay range, known as a "pay band", 

with a minimum and maximum rate between which the actual pay fluctuates. Pay bands are local, i.e. 

they are specific to each country since they are directly related to the standard of living, labor 

legislation and the economic reality in general and of the insurance industry in particular. 

Pay bands must be set in accordance with a strict procedure conducted by accredited professionals, 

either internal or external. In any case, they must comply with the general principles and must be 

reviewed and updated at least every two years. 

b) Variable remuneration 

Variable remuneration is an element whose exact amount cannot be determined in advance, because 

its payment is dependent on the performance of specific activities usually connected to the company's 

objectives. This helps align employees with corporate strategy, and rewards individual effort, 

productivity, and contributions. 

There are several types of variable remuneration: 

• Short-term variable remuneration: pay for achieving previously set objectives, directly matched 

to strategic plans and fulfilled during the course of a given year. These objectives may belong to 

a group (company, area or department) or they may be individual. 

• Medium- and long-term variable remuneration: similar to short-term annual objectives, but with 

a longer completion period. They are connected to medium- and long-term corporate strategy, 

and are designed to enhance the loyalty of key employees and senior executives. 

• Commission: type of variable remuneration consisting of the payment of an amount or 

percentage in relation to the production achieved. 

• Bonus: special remuneration awarded at the discretion of the company for an outstanding 

job/project. 

The weight of variable remuneration is determined by the position held within the organization, and 

by the value of the job position. For example, it is heavier in the higher echelons because these jobs 

are more directly connected to the corporate strategy. 
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As a general rule, there will be two variable remuneration structures, one for commercial positions 

and one for all the other positions. 

Commercial positions have higher rates because of the nature of their duties. 

The percentage of variable remuneration for Key Personnel and other people who perform key 

functions or whose professional activity significantly affects the risk profile shall be governed by the 

specific provisions provided for in this Policy. 

c) Recognition programs 

The aim of these programs is to formally recognize employees' efforts to implement the strategy, and 

to reward value-added contributions, the dissemination of the MAPFRE culture and values, and 

innovation. 

d) Social benefits 

Products, services or aid given to employees by the company as a result of a collective agreement or 

an individual agreement with a specific employee. 

These benefits will be decided by the countries and their main objective must be to ensure that 

MAPFRE employees enjoy favorable social and family conditions in their work and personal 

environment. 

e) In-kind benefits 

Financial assistance given to employees according to the job position held (for example: vehicle use 

support, housing, etc.) and whose validity is conditioned with maintaining the job position and 

circumstances that led to it being awarded. The implementation of these allowances will be 

determined by the company's priorities and the local characteristics. 

2.6.2 PROCEDURES FOR PAY INCREASES 

Employee remuneration will be updated at the time and in the way stipulated in the local labor 

legislation and/or the collective bargaining agreements in force. 

Voluntary or special pay increases may be granted provided that the company can confirm that its 

economic situation and forecasts permit and warrant them, bearing in mind the compensation policy 

and cost effectiveness criteria. 

These increases will be granted once a year, except in the event of promotions that imply a significant 

modification to the employee's pay conditions. In this latter case, special increases approved by the 

company CEO may be granted at any time of year in line with the procedure established by the MAPFRE 

Corporate People and Organization Area. 

Voluntary pay increases will be determined by two interrelated variables or a "merit matrix": 

• Employee conduct/performance level: better/higher employee performance, higher pay increase. 

• Pay band status: the lower the position within the band, the higher the increase. 

2.6.3 SPECIFIC PROVISIONS RELATING TO RELEVANT PERSONNEL AND OTHER PERSONS 

RESPONSIBLE FOR KEY FUNCTIONS OR WHOSE PROFESSIONAL ACTIVITY SIGNIFICANTLY 

AFFECTS THE RISK PROFILE 

The following provisions apply to relevant Personnel and other persons who perform key functions or 

whose professional activity significantly affects the risk profile. 
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2.6.3.1 VARIABLE REMUNERATION: SPECIFIC MECHANISMS 

Variable remuneration will be determined, applied and maintained in accordance with the company's 

sales and risk management strategy, risk profile, objectives, risk management practices, and the 

performance and short-, medium- and long-term interests of MAPFRE as a whole. It will also include 

measures to prevent conflicts of interest. 

In accordance with these principles, the following specific mechanisms will be used to determine 

variable remuneration components: 

• Proportion between fixed and variable components 

If the total remuneration includes fixed and variable components, these components must be balanced 

in such a way that the fixed component constitutes a sufficiently large part of the total remuneration, 

therefore enabling the application of a completely flexible policy with regard to the variable elements 

of the remuneration package, even including the possibility of not paying them. Accordingly, and to 

avoid the excessive assumption of risk, the percentage of the variable component with respect to the 

fixed remuneration should not exceed 150 percent. 

 

a) Variable remuneration criteria 

If annual variable remuneration is linked to performance, the amount will be determined by a 

combination of the following factors: 

 

• Individual performance, evaluated according to financial or other criteria. 

• Performance of the activity segment/department. 

• Overall result of the company and Group. 

The performance evaluation will include an adjustment for exposure to present and future risks. 

 

The variable part of the remuneration for staff with risk management, compliance, internal audit and 

actuarial duties will not be affected by the results of the areas under their control. 

 

b) Deferred variable remuneration component 

The payment of at least 30 percent of the variable remuneration will be deferred for at least three 

years, in line with the nature and time horizon of the company's business and risks, and the specific 

activities of the people concerned. 

 

This deferred component will be paid on a pro rata basis throughout the years of deferral, calculated 

according to the number of years in question. 

 

However, for persons subject to geographical relocation involving a change of country of residence, 

the annual variable remuneration accrued up to the date of the transfer may be paid immediately by 

the Group company that the employee is transferring from, provided that the regulations of the 

country of departure do not require any deferment. 

 

c) Ex-post adjustments (malus and clawback clauses) 

Contracts drawn up with such personnel must include malus and clawback clauses affecting up to 100 

percent of the total variable remuneration. 
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Malus clause 

 

Deferred variable remuneration that has accrued and is pending payment is subject to a partial or total 

reduction if any of the following circumstances arise before the payment date: 

 

1. Restatement of the annual accounts for reasons other than a change in legislation and provided 

that the variable remuneration resulting from the restatement is zero or less than the amount 

initially accrued as per the variable remuneration model. 

2. Provisos contained in the auditor's report that reduce the earnings of the company subject to the 

payment of outstanding variable remuneration. 

3. Variable remuneration accrued as a direct or indirect consequence of: 

a. Fraudulent actions by the person concerned. 

b. Circumstances leading to the disciplinary dismissal of the Beneficiary, in accordance with the 

applicable labor legislation. 

c. Actions undertaken by the person concerned that cause serious damage to the company 

through their fault or negligence. 

d. Actions conducted by the person concerned that are a gross and willful breach of the 

regulations in force. 

The reasons for applying the malus clause may be modified, extended or adapted in line with the 

regulations that may be introduced by the supervisor at any time or if deemed appropriate by the 

governing body. 

 

Clawback clause 

 

The variable remuneration already paid, irrespective of whether it has been deferred or not, shall be 

subject to partial or total recovery if during the three years immediately following its payment it is 

revealed that the said payment was in total or partial breach of the conditions established for its 

accrual or it was made on the basis of information that has since been proven to be false or inaccurate. 

The governing body's determination that the circumstances leading to the application of this clause 

have arisen and that a percentage of the variable pay must be paid back to the company, as well as 

the procedure by which the company may claim the proportional return of the amount paid or even 

offset it against other types of remuneration owing to the individual concerned, and this individual's 

obligation to pay back part or all of the said amount to the company, must be carried out in accordance 

with the regulations approved to this effect. 

2.6.3.2 PROHIBITION OF HEDGING 

Key Personnel and other people who perform key functions or whose professional activity significantly 

affects the risk profile shall undertake not to use any personal hedging strategy or any insurance 

related to remuneration and responsibility that could alleviate the consequences of adapting to the 

element of risk present in their remuneration system. 

2.6.3.3 TERMINATION OF CONTRACT PAYMENTS 

Payments for the early termination of contracts must be aligned with performance and not reward 

poor results, without prejudice to the mandatory payment of any indemnification resulting from the 

applicable regulations and from contracts in place with persons subject to such early termination. 
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2.7 PRINCIPLE OF PROPORTIONALITY 

The application of the Compensation Policy will reflect the internal organization of the company as 

well as the nature, volume and complexity of the risks inherent to its activity. 

 

2.8 APPOINTMENTS AND REMUNERATION COMMITTEE 

MAPFRE, S.A., the parent company of the MAPFRE Group, has created an Appointments and 

Remuneration Committee to act as the delegate body of the Board of Directors with the 

responsibilities described in the Regulations of the MAPFRE, S.A. Board of Directors in relation to the 

company and the Group. 

 

The Appointments and Remuneration Committee assists the MAPFRE, S.A. Board of Directors in the 

design and supervision of the Compensation Policy and remuneration practices. 

 

The composition of the Committee guarantees a competent and independent opinion about the 

Compensation Policy, as well as its supervision, thus preventing possible conflicts of interest. 

 

The Committee has access to all the necessary information and data to advise on the design, 

maintenance and, where appropriate, review of the Compensation Policy. 
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CHAPTER 3  POLICY FOR THE CONTINUOUS ADAPTATION OF INFORMATION SUBMITTED FOR THE 

PURPOSES OF SUPERVISION 

3.1 OWNERSHIP OF THE POLICY 

The Corporate Risk Office. 

3.2  SCOPE 

The contents of this policy are applicable to the companies of the Solvency II Supervision Group. 

3.3 OBJECTIVES 

The general purpose of this Policy is to guarantee the continuous adaptation of information to be 

submitted to supervisory authorities, pursuant to the established requirements and purposes. 

Furthermore, its specific aims is to ensure that the mandatory content of the Solvency and Financial 

Condition Report and the Regular Supervisory Report, in addition to the deadlines, applicable 

principles and updates are permanently updated to the requirements established by the Solvency II 

regulations. 

3.4 GENERAL PRINCIPLES 

The information to be submitted to the supervisor shall comply with the requirements established by 

the regulations in force, adapting to the following general principles: 

a) it shall reflect the nature, volume and complexity of the company's activities and, in particular, 

the risks inherent to this activity.  

b) it shall be accessible, comparable and consistent over time and shall be comprehensive in all 

significant aspects. 

c) it shall be appropriate, reliable and understandable. 

To this end, appropriate systems and structures shall be in place to ensure compliance with the 

aforementioned principles. 

3.5 TASKS, PROCESSES AND ALLOCATION OF RESPONSIBILITIES 

The Areas or Departments that each affected company (or group of companies at a consolidated level) 

appoints, in line with its organizational structure shall be responsible for the preparation of 

information for the purposes of information (hereinafter “Persons responsible for the preparation of 

the information”). 

Furthermore, a person shall be appointed as being responsible for each company or group of 

companies (hereinafter “Person responsible for the relationship with the supervisory authority”) 
entrusted with maintaining relations with the supervisory authorities and submitting information for 

the purposes of supervision. 

The Persons responsible for the preparation of the information may contact any area or department 

at the company to obtain the necessary information to prepare information for the purposes of 

supervision in a timely and appropriate manner. When the Corporate Offices or Areas become involved 

in the process of preparing information, they may make direct contact any other Group company to 

obtain the necessary information. 

Requests for information, documentation and access to computer programs or databases shall be 

responded in a timely manner, satisfying the requirements in place at any given time. 
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3.5.1 INFORMATION FOR THE PURPOSES OF SUPERVISION AT THE GROUP 

The Corporate Risk Office shall assume responsibility for the following tasks in relation to the 

information to be submitted for the purposes of supervision at a Group level: 

- Coordinating the preparation of periodic reports for the purposes of the Group’s supervision. 

- Preparing and maintaining the Group's standard support templates in relation to the periodic 

reports that ensure the homogeneity and suitability of the information for the purposes of 

supervision in the reports issued by the Group and the affected companies. These templates 

shall be communicated to the Person responsible for the relationship with the supervisory 

authority and/or Persons responsible for the preparation of the information at each company, 

and where appropriate, to the Corporate Areas. 

- Establishing the necessary schedules, depending on the required frequency, to prepare 

information for the purposes of supervision. These schedules shall include the main activities 

and deadlines for ensuring compliance with the required delivery terms. 

- Identifying the information published by each Company or Group and that is considered 

equivalent, given its nature and scope, to the information requirements of the Solvency and 

Financial Condition Report and the Regular Supervisory Report. 

- Determining the controls and reviews necessary as part of the process for preparing 

information for supervisory purposes that ensure the integrity of the reports and make it 

possible to detect errors with a material impact on them.  

- Analyzing and managing, in cooperation with the Persons responsible for the preparation of 

the information, the most appropriate solutions for resolving the incidents that occur in the 

process of preparing the information for supervisory purposes and, when considered 

necessary, escalate the final decision to the corresponding body should their complexity or 

impact so require. 

The Corporate Risk Office shall extend the tasks it considers necessary to the correct adaptation of 

individual information to be submitted by the companies for the purposes of supervision. 

Should the potential failure to disclose certain information required in the Solvency and Financial 

Condition Report, or the voluntary publication of non-mandatory additional information, these 

circumstances shall be reported in advance to the Corporate Risk Office, which shall assess their 

suitability and indicate the procedure to be followed in the case at hand. 

Any incidents that occur as part of the process of preparing information for supervisory purposes shall 

be communicated to the Corporate Risk Office by the Person responsible for the relationship with the 

supervisory authority. 

The affected companies, separately, and MAPFRE, S.A., at a Group level, shall prepare the Solvency 

and Financial Condition Report each year, which shall be approved by the Board of Directors; this 

Report shall not be published until it is approved. 

The Regular Supervisory Report or, where appropriate, the report on significant changes to the risk 

profile or declaration of no such changes, shall be prepared with the frequency established in the 

Solvency II regulations, unless the supervisor establishes a shorter frequency. Once approved by the 

Board of Directors, it shall be sent to the supervisor within the established deadlines. 
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3.5.2 INFORMATION FOR THE PURPOSES OF SUPERVISION AT A COMPANY LEVEL 

The Persons responsible for the preparation of the information shall adapt the instructions received 

from the Corporate Risk Office, where appropriate, in relation to: 

- Preparation of periodic reports for the purposes of supervision. 

- Compliance with the established schedules, depending on the required frequency, to prepare 

information for the purposes of supervision. 

- Use of the Group's standard support templates, when the required information so permits, 

ensuring the homogeneity of the criteria applied and the data offered in the reports issued. 

Furthermore, the Persons responsible for the preparation of the information at a company level shall 

perform the following tasks: 

- Establishing their own compliance instructions, schedules and support templates, for the 

information required locally and about which the company receives no instructions. 

Companies falling within the remit of the European Economic Area must identify the 

information published by the company and that is considered equivalent based on its nature 

and scope, to the information requirements of the Solvency and Financial Condition Report. 

 

- Determining the controls and reviews necessary as part of the process for preparing 

information for supervisory purposes that ensure the integrity of the reports and make it 

possible to detect errors with a material impact on them. 

- Analyzing and managing the most appropriate solutions for resolving the incidents that occur 

in the process of preparing the information for supervisory purposes and, when considered 

necessary, escalate the final decision to the corresponding body should their complexity or 

impact so require. 

When considered appropriate, the Corporate Finance and Resources Office shall extend the tasks it 

considers necessary to the correct adaptation of individual information of the company to be 

submitted for the purposes of supervision. 

The Person responsible for the relationship with the supervisory authority shall inform the Corporate 

Risk Office of any incidents occurring in the process of preparing the information for the purposes of 

supervision. 
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CHAPTER 4 INTERNAL CONTROL POLICY 

4.1 OWNERSHIP OF THE POLICY 

The Corporate Risk Office. 

4.2 SCOPE 

This Policy applies to all MAPFRE Group companies. 

4.3 OBJECTIVE 

This document establishes the general principles for the development of a common framework of 

Internal Control action at the Group companies. 

4.4 INTERNAL CONTROL SYSTEM 

MAPFRE has adopted the following definition of Internal Control “Series of processes continuing over 

time, for which the governing bodies are responsible, designed to ensure with reasonable security, 

within the Framework of the Institutional, Business and Organizational Principles of the MAPFRE Group, 

that MAPFRE’s objectives are met in relation to the efficiency and effectiveness of operations, the 

reliability of the information (external and internal financial and non-financial information) and 

compliance with the applicable laws and regulations.” 

The common framework of Internal Control action is supported by the following principles: 

a) The Internal Control System has an eminently practical approach, considering that an internal 

control system represents an opportunity to improve: 

 

• The efficiency and effectiveness of processes, internally; 

 

• The confidence of stakeholders, externally (customers, distributors, providers, 

shareholders, the company, the Administration, etc.); 

 

• The availability of resources (reducing the number of undefined or uncontrolled risks 

involves freeing up current resources). 

 

b) Given its nature, Internal Control involves all persons, regardless of their professional level at 

the organization, who together contribute to providing reasonable security in achieving the 

objectives established, mainly as regards: 

 

• Operational objectives: Efficiency and effectiveness of operations, distinguishing between 

the activities inherent to insurance activities (underwriting, accidents, reassurance and 

investments, mainly) and support functions and operations (human resources, 

administration, sales, legal, technology, etc.). 

 

• Information objectives: Reliability of the information (external and internal financial and 

non-financial information) as regards its soundness, appropriateness or transparency, in 

addition to other factors. 

 

• Compliance objectives: Compliance with the applicable laws and regulations. 
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c) The Board of Directors at MAPFRE S.A. is ultimately responsible for the Group’s Internal 
Control System, defines the common framework for Internal Control Action and oversees its 

correct functioning. 

 

The Board of Directors is supported by the Executive Committee and the management teams 

of the different units, companies, corporate areas and other departments in the 

implementation, updating and monitoring of tasks and processes in relation to fulfilling the 

objectives of the Internal Control System. 

 

d) As part of its roll out throughout the organization, MAPFRE’s Internal Control System is based 

on the three lines of defense model, consisting of: 

 

1. A first line of defense, made up of employees, management and operating, business and 

support areas, which are responsible for maintaining effective control in the activities 

performed as an inherent part of their day-to-day undertakings. Therefore, this line 

assumes risks and is responsible for designing and applying the necessary control 

mechanisms for mitigating the risks associated with the processes undertaken and to 

guarantee that the risks do not surpass the established thresholds. 

 

Its main functions are aimed at: 

• Implementing the internal control system and stepping up the control environment. 

• Applying the rules of conduct and standards. 

• Establishing and implementing procedures and policies within its remit that establish 

what is expected to be achieved and the activities to be performed. Furthermore, a 

review of their suitability in terms of the business conditions shall be performed. 

Identifying and understanding the risks that may affect the operations or activities 

performed, in addition to achieving both personal and area objectives. As part of the 

risk identification process, consideration shall be given to the changes in the economic, 

regulatory, sector and physical environment in which it operates, in addition to 

changes in the business model and operating environment (new lines of business, 

significant acquisitions or divestments, changes as regards the reliance of different 

operations abroad or new technologies, etc.). 

• Establishing controls to prevent and mitigate risks to which the line is exposed and 

implementing them in a timely, appropriate manner, saving evidence that they have 

been performed, and the result of their application. 

• Adopting, documenting and maintaining the appropriate control procedures at all 

times. Including but not limited to: authorizations and approvals, segregation of 

duties, verifications, reconciliations, physical controls, control of compliance with the 

approved exposure limits and functioning principles, security controls, data protection 

controls, hardware access controls, system and data, maintaining the integrity of 

records and information, etc. 

• Developing business continuity plans that make it possible to respond appropriately 

and effectively in case of the materialization of a high-impact incident with a view to 

minimizing the damages occurring and facilitating operational continuity. 

• Defining and developing an appropriate internal control framework for information 

technology ensuring that the technology supports the achievement of goals, with a 

clear segregation of responsibilities. 
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• Preparing and exchanging adequate and sufficient information with areas or staff at 

the organization that this line interacts with, in addition to communicating relevant 

and necessary information for the purpose of decision making. 

• Promoting the use of internal and external channels of communication to relay 

information that facilitate efficient communication. 

2. A second line of defense consisting of key risk management, actuarial and compliance and 

other assurance functions, who ensure the functioning of internal control. 

 

3. A third line of defense, made up of Internal Audit, responsible for independently assessing 

the suitability and efficiency of the Internal Control System and reporting possible 

weaknesses in a timely manner to those responsible for applying corrective measures, 

including senior management and governing bodies, where appropriate. 

 

e) The internal control system is structured around five components: Control Environment, Risk 

Assessment, Control Activities, Information and Communication and Supervision Activities. 

The series of mechanisms and controls that must be developed by the Group companies is 

described in the Actions as part of MAPFRE’s Internal Control System procedure. 
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CHAPTER 5  RISK MANAGEMENT POLICY 

5.1 OWNERSHIP OF THE POLICY 

The Corporate Risk Office. 

5.2 SCOPE 

The contents of this policy are applicable to all insurance and reinsurance companies of the Group. 

5.3 OBJECTIVES 

The objectives of this Risk Management Policy are as follows: 

• Establishing the general guidelines, basic principles and the general framework of action as 

regards risk management, ensuring they are applied consistently throughout the Group. 

• Promoting a solid culture and effective risk management system. 

• Ensuring that the analysis of risks forms part of the decision-making process. 

• Maintaining the financial solvency and strength of the Group, contributing to its position as a 

trustworthy global insurer. 

5.4 GENERAL PRINCIPLES 

At MAPFRE, the Risk Management System is a set of strategies, processes and procedures required to 

identify, measure, oversee, manage and report the risks to which the Group is or may be exposed, and 

the corresponding interdependencies, on a continuous basis. 

As part of the common risk management framework, the following mandatory, basic principles have 

been put in place: 

1. The approach to risk management will be in line with the Group’s business model and strategy. 

2. Risks may only be assumed if the expected return is sufficient to remunerate the cost of capital 

employed in assuming them. 

3. The main risks covered by the Risk Management System are supported by a specific, written 

policy for the management and control of each risk. 

4. The organizational scheme and integration of responsibilities for managing risks is based on the 

three lines of defense model described in the Governance Framework section. 

5. The risks are integrated within the business, in such a way that they are managed by the units 

and areas that assume them, acting within a risk control, reporting and escalation framework. 

6. Risks must be assumed prudently, applying due care and good business judgement, understood 

as reasonable conduct in its undertakings based on the commercial uses and best practices in 

relation to business management. 

7. The principle of diversification has been established, based on which each risk, once it is 

measured accordingly, cannot exceed the limits established to this end, with a view to preventing 

levels of concentration that pose a danger to the Group’s solvency. 

8. The first line of defense (responsible for business and support processes) assume risks applying 

the principle of the responsible management of resources and environmental, social and 

governance aspects. 

9. The Group must have sufficient means for the correct control and management of risks. 
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10. The three lines of defense must be staffed with professionals with the appropriate level of 

training and/or experience that ensure the corresponding skills and prudence when it comes to 

deciding to assume risks and managing them. 

11. It shall be ensured that the legislation in force and the obligations arising therefrom are adhered 

to with no exceptions; this shall also apply to the Group's internal regulations. 

5.5 GOVERNANCE FRAMEWORK 

The purpose of risk governance is to ensure the appropriate and efficient assumption of risks and the 

effective control thereof, ensuring that they are managed in line with the risk appetite. 

The governance framework defines the responsibilities of employees, key functions and the different 

committees, separating the areas involved in the decision-making process and risk management from 

those responsible for controlling risks. 

The Board of Directors at MAPFRE S.A. is ultimately responsible for guaranteeing the efficiency of the 

Risk Management System, establishing the risk profile and tolerance thresholds, and approving the 

main risk management policies and strategies. It defines the general policies and strategies, and in 

particular, the policy for identifying, managing and controlling risks, including taxes, and the 

supervision of internal information and control systems. 

The Board of Directors at MAPFRE S.A has delegated committees that sit on the Group's governing 

bodies. The functions of these committees in relation to the Risk Management System are as follows: 

• Risks Committee: delegated body that supports and advises the Board of Directors at MAPFRE, S.A. 

developing the following functions: 

- Supports and provides advice regarding the definition and assessment of the Group’s risk 
management policies and defining the risk appetite and risk strategy. 

- Provides assistance overseeing the application of the risk strategy. 

- Understands and evaluates the risk management methods and tools, monitoring the 

models applied in terms of their results and validation. 

• Audit and Compliance Committee: supervises the efficiency of the Group’s internal control, 
internal audit and risk management systems. 

Furthermore, there are other committees with the following powers in relation to the Risk 

Management System: 

• Security and Environmental Committee: oversees the achievement of objectives and business 

needs of the Group through the correct management of security and environmental risks. 

• Security Committee: reviews the main exposures to insurance and reinsurance counterparties. 

Risk Management is a local responsibility. However, as different companies belong to a single business 

Group, this means that (notwithstanding the legal autonomy of each of them), their de facto 

integration into an organic structure that regulates their relationships, coordinates their activities and 

supervises the companies beneath them in the hierarchy, up to the Group's parent company. 

Respecting the framework of action established by the Group, the companies have autonomy and 

responsibility when structuring their Risk Management System, bearing in mind the applicable 

regulations and the complexity of their risk profile. 

The responsibilities for MAPFRE’s Risk Management System form part of an organizational structure 

in line with the three lines of defense model, which establishes: 
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a) A first line of defense: made up of employees, management and operating, business and support 

areas, which are responsible for maintaining effective control in the activities performed as an 

inherent part of their day-to-day undertakings. Therefore, this line assumes risks and is 

responsible for designing and applying the necessary control mechanisms for mitigating the risks 

associated with the processes undertaken and to guarantee that the risks do not surpass the 

established thresholds. 

b) A second line of defense consisting of key risk management, actuarial and compliance and other 

assurance functions, who ensure the functioning of the Risk Management System. 

i. Risk Management 

The risk management function is responsible for: 

• Supervising and controlling the effectiveness of the Group's Risk Management and 

Internal Control systems. 

• Identifying and assessing risks, including emerging and sustainability risks. 

• Calculating the level of solvency. 

• Controlling risks. 

• Overseeing and notifying exposure to risks. 

The Corporate Risk Office defines guidelines in relation to risk management that are 

assumed by the individual companies, subject to the necessary adaptations. In the 

performance of its functions, it coordinates the series of strategies, processes and 

procedures required to identify, measure, oversee, manage, control and report the risks to 

which the Group and its subsidiaries or investee companies are or may be exposed, and the 

corresponding interdependencies, on a continuous basis. 

The Corporate Risk Office is responsible for facilitating the implementation of the risk 

management and internal control systems at the MAPFRE Group, ensuring their 

effectiveness by defining the methodologies and coordinating the implementation of the 

criteria to be followed for their identification and oversight with the areas involved in the 

first line of defense responsible for the risks. 

To this end, it will receive information from the areas involved in the first and second lines 

of defense to build a comprehensive vision of current and potential risks, being the 

corresponding interdependencies in mind. 

The Risk Offices at the companies will assume the responsibilities of the Corporate Risk 

Office that fall within their remit. Furthermore, they will perform the tasks and provide the 

information required by the Corporate Risk Office for the performance of its responsibilities 

for the Group as a whole. 

ii. Actuarial 

The Actuarial Offices at the companies is responsible for the actuarial functions, 

coordinating the calculation of technical provisions, assessing the suitability of the 

assessment methods and the sufficiency and quality of the data. It contributes to modelling 

the risk based on which the capital requirements are calculated in close cooperation with 

the Risk Office and reports to the governing bodies on the reliability and suitability of the 

technical provisions, the general underwriting policy and the underwriting agreements. 
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The Corporate Actuarial Office is responsible for actuarial valuations within its remit and for 

providing advice on actuarial valuations to the Group’s parent company. In close 
collaboration with the Corporate Risk Office, it participates in the coordination and 

supervision of the design, implementation, validation and documentation of internal 

models. 

iii. Compliance 

The compliance function identifies, analyses, assesses and reports on the exposure to legal 

risk, in relation to the regulations being drawn up with an impact on the activities performed 

by the Group. As regards the regulations in force, it identifies, assesses monitors and reports 

on the exposure to compliance risk as part of the activities performed by the MAPFRE 

Group. 

iv. Security 

The Corporate Security Office assumes responsibility for preventing the appearance and 

mitigation of security risks that could cause damage to the MAPFRE Group, disrupting, 

limiting or reducing its production, financial or business capacity; in addition to those that 

could hinder compliance with its social and environmental commitments, its business 

strategy and targets or the provisions of the legislation in force. 

To this end, it applies a comprehensive risk management process, equipped with the 

corresponding tools and applications. 

c) A third line of defense, made up of Internal Audit, responsible for independently assessing the 

suitability and efficiency of the Risk Management System and reporting possible flaws in a timely 

manner to those responsible for applying corrective measures, including senior management and 

governing bodies, where appropriate. 

5.6 IDENTIFICATION, MEASUREMENT, OVERSIGHT, MANAGEMENT AND NOTIFICATION OF 

RISKS 

a) Identification 

The main risks that must be addressed by the Risk Management System, considered potential or 

emerging risks and sustainability risks, are: 

• Underwriting Risk 

• Market Risk 

• Credit Risk 

• Operational Risk 

• Liquidity Risk 

• Non-Compliance Risk 

• Corporate Governance Risk 

• Security and Environmental Risk 

Each of these risks requires a specific, written policy for the management and control of each risk, 

which must be equipped with the following characteristics: 

• It must clearly define its scope of application and be accompanied by an accurate description 

of the risks to which it applies. 
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• It shall assign the information responsibilities, strategies, processes and procedures required 

for the identification, measurement, oversight, management and reporting of risks falling 

within its remit. 

• It will establish the duties of communication to the area responsible for the risk depending 

on those to which the different Areas and Departments at the companies report. 

• Wherever possible, it shall include resistance tests for the risk in question, defining their 

frequency and content. 

The specific risk management policies, once approved by the Board of Directors of MAPFRE, S.A., 

shall prevail over this general policy as regards its scope. 

Furthermore, the MAPFRE Group's Risk Management System shall consider any other risk with a 

significant impact at a Group level. 

b) Measurement 

The Corporate Risk Office is responsible for: 

• Defining the criteria for measuring the different risks identified and resolving any 

interpretation risks in relation to these. This includes the criteria set out in the applicable 

regulations and internal models, notwithstanding other measurement types being employed. 

This task will be performed in close cooperation and with the agreement of the other Offices 

in the Second Line of Defense within their respective remits. 

• Selecting the reference tools for aggregating risks and calculating capital requirements. 

• Supervising the risks to which the MAPFRE Group is exposed, in close cooperation with the 

other Offices in the Second Line of Defense in their respective remits. 

c) Established limits 

The established limits in terms of risk assumption are set out in the MAPFRE Group’s “Risk 
Appetite”, in addition to the limits approved in the specific policies. 

The Risks Committee shall verify, at least once per year, the effectiveness and appropriateness in 

terms of the Group’s circumstances of these limits, escalating any amendments deemed necessary 
to the Board of Directors at MAPFRE, S.A. for approval. 

The corresponding governing bodies may approve different limits, or temporarily suspend the limits 

applicable to risk assumption, for companies recently created or that form part of the MAPFRE 

Group as a result of a merger, absorption or acquisition, with a view to granting them with a 

reasonable period of time for their business volume and operating structure to allow them to 

comply with the requirements of the risk management policy. 

d) Oversight 

The first line of defense shall assume responsibility for the risks assumed not surpassing the risk 

limits established to this end. 

The Risk Office and other Offices in the Second Line of Defense within their respective remits shall 

be responsible for ensuring that the risks assumed do not surpass the risk limits established to this 

end. 

e) Management and Mitigation 

The first line of defense shall adopt the necessary actions to mitigate the risks to which it is exposed. 
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These mitigation actions shall be performed in line with the risk limits and policies established to 

this end. 

The Offices in the Second Line of Defense, within their respective remits, shall be responsible for 

verifying the enforcement of the provisions of the above paragraph and reporting on them to the 

Risk Office. 

The Risk Office, in cooperation with the Actuarial Office, shall be responsible for measuring the 

capital consumed by each risk mitigation alternative. 

f) Monitoring and Notification 

The Offices involved in the Second Line of Defense, within their respective remits, shall produce and 

send the corresponding periodic risk monitoring reports to the governing bodies. This information 

shall be provided at least once per quarter, unless, on the basis of the risks in question, submitting 

this information once a year is considered enough. The corresponding governing bodies shall be 

informed immediately as regards any risk that: 

• Given its evolution, surpasses the established risk thresholds; 

• May result in losses equal to or more than the established risk thresholds; or 

• May jeopardize compliance with solvency requirements or the consideration of the 

company as a going concern. 

Furthermore, the Own Risk and Solvency Assessment reports include the monitoring and 

notification of material risks that the Group face or may face. 

g) Exceeding thresholds 

After being informed that a risk exceeded the established thresholds, the governing bodies of the 

companies or business units may take the following action: 

• Authorize the assumption of the risk beyond the established thresholds. In this case, the 

reasons behind this authorization must be placed on record, as must acknowledgement of 

the additional risk to which the company is exposed. This decision must be shared with the 

governing bodies and the Risk Office of the parent company. In case the additional risk 

assumed exceeds the thresholds established for the parent company, this shall be reported 

to the governing bodies and Risk Office of the parent company, and so on up to the 

Corporate Finance Area and the governing bodies of MAPFRE, S.A. 

• Cancel or reduce the risk, as deemed appropriate in each case. 

• Take out protection or another means of mitigation that returns the risk to within the 

established limits. In this case, the impact of the non-compliance by the third party 

providing said protection, where appropriate, must be taken into consideration and confirm 

that there are no operational or legal risks that invalidate the effectiveness of the mitigation 

solutions arranged. 

• Obtain additional capital resources that make it possible to assume this level of risk. 

5.7 STRESS TESTS 

The Corporate Risk Office may propose performing stress tests to the Risks Committee at MAPFRE S.A. 

as part of the Own Risks and Solvency Assessment to verify the losses incurred on the risks to which 

the Group may be exposed, notwithstanding any stress tests that may be performed as regards specific 

risks when considered necessary. The Corporate Risk Office is responsible for coordinating and 

supervising their performance. 
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Likewise, and within its remit, the Risk Office of each company may propose that the corresponding 

governing bodies perform the stress tests considered suitable for their business, to calculate the losses 

incurred on risks to which they may be exposed. 
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CHAPTER 6  COMPLIANCE POLICY 

6.1 OWNER OF THE POLICY 

The Corporate Compliance Office.  

6.2 SCOPE 

This Policy will apply to insurance and/or re-insurance companies located in countries where at least 

one company is included in the Solvency II Supervisory Group. 

6.3 OBJECTIVES 

The purpose of the Compliance Function is for the Group as a whole to operate within the framework 

of regulatory compliance, in order to attain a global environment of compliance. For this purpose, the 

compliance function: 

• With regard to the regulations being developed, identifies, analyzes, assesses and reports on the 

exposure to legal risk of the activities carried out by the Group. 

Legal risk is defined as an event consisting of a regulatory, jurisprudential or administrative change 

that may adversely affect the company or Group. 

• The compliance function identifies, assesses, monitors and reports on the risk exposure 

associated with any non-compliance with current legislation that may be incurred through the 

activities performed by the Group. 

Non-compliance risk is defined as the risk of legal or regulatory sanctions, financial and material losses, 

or loss of reputation that may affect the company as a result of non-compliance with the laws, 

regulations, rules, internal and external standards or administrative requirements applicable to its 

activity. 

The effective management of legal risks and non-compliance is regarded as a basic boost to sustainable 

and profitable growth. It also helps protect the Group's solvency, integrity and reputation while 

supporting the Group in achieving its strategic objectives. 

6.4 GENERAL PRINCIPLES 

The compliance function, as a key function within the governance system, forms part of the Group's 

basis for strengthening its institutional commitment to conducting all its activities and businesses in 

line with strict rules of ethical behavior. 

The compliance function also contributes to the Group's capacity to minimize legal and non-

compliance risk, helping to raise awareness of compatibility with internal and external regulations and 

ensuring that this compliance is properly integrated in the Group's culture and all its activities. 

The compliance function is established as a single service for the entire Group and is responsible for 

ensuring that the Group as a whole operates within the compliance guideline framework. 

6.5 SCOPE AND ALLOCATION OF RESPONSIBILITIES 

The compliance function is structured within the organization through the Corporate Compliance 

Office, the Compliance Supervisors at the insurance and/or reinsurance companies, which are 

functionally dependent on the Corporate Compliance Office, and the Specific Compliance Areas. 
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Specific Compliance Areas are those that manage matters specific to the compliance function not 

included in the scope of this Policy. They ensure the correct application of the general principles and 

guidelines for compliance action. 

The Corporate Compliance Office and Compliance Supervisors of the insurance and/or reinsurance 

companies carry out the activities and responsibilities assigned through this Policy, in relation to the 

following matters: 

• Insurance contract 

• Insurance management and supervision  

• Distribution of insurance policies 

• Competition  

• Consumer and user associations 

• Market abuse 

• Prevention of corruption and the criminal responsibility of legal entities 

• Prevention of money laundering and financing terrorism 

• International sanctions 

• Exchange of information: FATCA/CRS 

• Marketing, communications and advertising 

• Branding and other industrial property rights 

Risks arising from matters whose competence corresponds to Specific Compliance Areas are outside 

the scope of this document. 

Responsibilities of the Corporate Compliance Office and the Compliance Supervisors in the various 

Group companies 

1. To provide the following information to the governing body: 

a. At least annually, an Activity Report summarizing the activities carried out in the previous 

period, to be prepared for and submitted to the governing body. In particular, information 

must be provided concerning overall results in the following fields: 

• non-compliance risk management 

• legal risk management 

• policy management, and 

• compliance training activities. 

b. All persons shall immediately report any incident of non-compliance of which they gain 

knowledge, and which affects, or may affect, the activity of the insurance and/or reinsurance 

company, or of the entire Group. 

In this regard, events that may have a financial, material or reputational impact on the 

companies and/or the Group are considered as incidents of non-compliance. 

2. To submit the Compliance Verification Plan annually to the governing body and seek its approval 

for it. 

3. To advise the governing body on compliance with laws, regulations and administrative provisions 

affecting the insurance and/or reinsurance company, or the Group. 

4. To identify and evaluate non-compliance risks in line with the methodology defined for managing 

the said non-compliance risk. 
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5. To identify and evaluate the impact of any modification to the legal environment in the operations 

of the insurance and/or reinsurance company or the Group, according to the methodology defined 

to manage legal risk. 

6. To manage existing internal policies of the insurance and/or reinsurance company or Group in line 

with the established management process. 

7. To advise, where required, on new products, services and markets from the point of view of 

compliance, identifying and evaluating the legal and non-compliance risks associated with them, 

and participating in the corresponding committees that are constituted for this purpose. 

8. To monitor the result of actions by different supervisors and administrative supervisory bodies.  

9. To monitor any violations of the relevant regulations and judicial decisions affecting the operation 

of the insurance and/or reinsurance company or the Group. 

10. To promote awareness among the personnel and ensure continuous training, in collaboration with 

training supervisors, to create a culture of compliance and to increase awareness of laws, 

regulations, standards, policies and procedures on compliance-related topics.  

11. To ensure that its own personnel is adequately trained and supported to enable it to stay up-to-

date with compliance requirements. 

The Corporate Compliance Office will report to the MAPFRE S.A. Board of Directors through the Audit 

and Compliance Committee.  
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CHAPTER 7 ACTUARIAL POLICY 

7.1 OWNERSHIP OF THE POLICY 

The Corporate Actuarial Office. 

7.2 SCOPE 

This Policy applies to the Group’s insurers and reinsurers. 

Consideration shall be given to the principle of proportionality in terms of the application of this Policy. 

7.3 OBJECTIVES 

The objectives of this Policy are to establish the principles of action and responsibilities to be assumed 

by MAPFRE’s Actuarial Offices (Corporate, Regional and Local)  

7.4 GENERAL PRINCIPLES 

 

The Actuarial Office is responsible for the mathematical, actuarial, statistical and financial calculations 

that make it possible to determine the rates and technical provisions. Furthermore, it is involved in the 

modelling of risk based on which the capital requirements are calculated by insurers in close 

cooperation with the Risk Office. Furthermore, the Actuarial Office is responsible for actuarial duties. 

 

Responsibility for the actuarial quantifications of each company and the technical documentation 

associated with these valuations falls directly on the Actuarial Office at each company, with the 

corresponding Director ultimately responsible. 

 

The MAPFRE Group’s Corporate Actuarial Office is responsible for defining the general action principles 

and guidelines which employ statistical and actuarial best practices at the MAPFRE Group, with a view 

to coordinating and standardizing actuarial quantifications within the Group. 

 

The Corporate Actuarial Office oversees compliance with the general action principles and guidelines 

as part of actuarial valuations at each company. Furthermore, it may encourage corrective action in 

cases in which irregularities are detected in specific quantifications or they fail to follow the guidelines 

defined by the Corporate Actuarial Office. 

 

Notwithstanding the foregoing, the Corporate Actuarial Office provides support to Units requesting 

cooperation to ensure compliance with their individual responsibilities. 

 

The Regional Actuarial Office is responsible for overseeing compliance with the guidelines established 

by the Corporate Actuarial Office in the Region within its remit. 

 

Any concerns regarding the interpretation of the responsibilities of the Corporate, Regional or Local 

Actuarial Offices referred to in this document shall be addressed taking these general principles into 

consideration. 

 

7.5 RESPONSIBILITIES OF THE CORPORATE ACTUARIAL OFFICE AT THE MAPFRE GROUP 

The responsibilities of the Corporate Actuarial Office are as follows:  

 

1. Establish general best practice principles and guidelines in terms of statistical and actuarial 

valuations. The Corporate Actuarial Office establishes the general guidelines in terms of 



Solvency II Policies of the MAPFRE Group 

CHAPTER 7.- ACTUARIAL POLICY  32 

actuarial calculations (premiums and technical provisions), and the calculation of economic 

capital1 within the MAPFRE Group. 

 

2. Oversee the correct application of guidelines and principles established by the MAPFRE 

Group as part of the actuarial and statistical valuations performed by the Actuarial Offices at 

the companies.  

 

3. Propose corrective measures, to be applied by the Actuarial Offices of the companies, when 

necessary. 

 

4. Establish and/or validate the internal organizational structure of the Actuarial Offices of the 

companies required to ensure the correct performance of their duties and adopt the 

appropriate measures for addressing possible conflicts of interest. 

 

5. Establish and/or validate the correct governance of premium rates at the Actuarial Offices of 

the companies, in relation to the technical rate and market rate.  

 

6. Advise on actuarial valuations to the Group’s parent company. The Corporate Actuarial Office 

provides advice in relation to actuarial matters to the Group's governing bodies when 

necessary. 

 

7. Advise the Actuarial Offices of the companies. The Corporate Actuarial Office provides advice 

to the Actuarial Offices of the companies that request assistance performing their duties.  

 

8. Identify and share best practices in relation to statistical and actuarial valuations. The 

Corporate Actuarial Office encourages sharing best practices in relation to statistical and 

actuarial valuations performed by the different companies.  

 

9. Select the actuarial software of reference for the Group. The Corporate Actuarial Office is 

responsible for choosing the actuarial software of reference recommended across the Group. 

This responsibility will include negotiating the contractual terms and conditions on behalf of 

the Group and centrally managing provider relationships. Specifically, software standards will 

be defined for making calculations in the following areas: 

 

• Life premiums. 

• Non-life premiums. 

• Mathematical provisions. 

• Benefit provisions. 

• Embedded and Appraisal Value. 

• Stochastic simulation. 

• Economic Capital2. 

10. Establish Group agreements with actuarial consultancy firms. The Corporate Actuarial Office 

is responsible for reaching global agreements with actuarial consultancy firms. 

 

11. Supervise and coordinate design work, the implementation, validation and documentation 

of internal models, in close cooperation with the Corporate Risk Office at the MAPFRE Group. 

 
1 In close collaboration with the Corporate Risk Office. 
2 In close collaboration with the Corporate Risk Office. 
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12. Promote joint training for Actuarial Offices at the companies. The Corporate Actuarial Office 

encourages joint training actions within the Group. 

 

13. Undertake mathematical, actuarial, statistical and/or financial valuations across the Group 

within the remit of the Actuarial Office. 

 

14. Perform the tasks that insurance legislation establishes are required from actuarial functions. 

 

 

The responsibility of the Regional Actuarial Offices consists of guaranteeing effective compliance with 

Actuarial Policy within its territorial scope, coordinating the actuarial resources in its region to this end.  

 

The responsibilities set out in the following section for the Actuarial Offices of the companies are valid, 

mutatis mutandis, for the Corporate Actuarial Office.  

7.6 RESPONSIBILITIES OF THE ACTUARIAL OFFICES OF THE COMPANIES 

The responsibilities of the Actuarial Offices of the companies are as follows: 

 

1. Calculating the rates. The Actuarial Office of the company is responsible for setting the 

reference rates for the company and preserving the principle of the sufficiency thereof.  

 

2. Calculating the technical provisions.  

 

3. Calculating the capital requirements. The Actuarial Office contributes to risk modelling by 

quantifying capital requirements in close cooperation with the Risk Office.  

 

4. Calculating the business value. The Actuarial Office at the company is responsible for 

performing business valuations. (Embedded y Appraisal Value). 

 

5. Preparing the statistical models required for pricing tasks, technical provisions or measuring 

capital requirements. 

 

6. Preparing the technical documentation. The Actuarial Office at the company is responsible 

for preparing the Technical Bases and Notes, justifications of the sufficiency of premiums and 

technical provisions, in addition to all the documentation required by the regulator or 

supervisor. 

 

7. Participating in matching valuations involving assets and liabilities. 

 

8. Performing the tasks entrusted by the regulating authority or supervisor to the actuarial 

function or the figure of the Actuarial Supervisor. The actuarial function will assume 

responsibility for at least the following, pursuant to the regulatory framework of Solvency II: 

 

• Coordinating the calculation of technical provisions. 

• Overseeing the adequacy of the methodologies, models and assumptions 

employed in the calculation of technical provisions. 

• Assessing the sufficiency and quality of data used in the calculation of technical 

provisions. 

• Cross-checking best estimates based on accumulated experience. 

• Informing the administrative, management or supervisory body about the 

reliability and suitability of the calculation of the technical provisions. 

• Issuing an opinion on the general underwriting policy. 



Solvency II Policies of the MAPFRE Group 

CHAPTER 7.- ACTUARIAL POLICY  34 

• Issuing an opinion on suitability of reassurance agreements. 

• Contributing to the effective application of the risk management system, in 

particular as regards the modelling of risk on which the calculation of capital 

requirements is based. 

 

 

7.7 STRUCTURE OF THE CORPORATE ACTUARIAL OFFICE AT THE MAPFRE GROUP 

 

The tasks for which the Actuarial Office are responsible, as indicated above, shall be undertaken by 

individuals with sufficient experience with actuarial and financial mathematics, based on the nature, 

volume and complexity of the risks inherent to the activity of the insurance or reinsurance business 

and who can demonstrate their experience in relation to the professional and other applicable 

standards. 

 

To ensure the effective application of synergies, in addition to facilitating coordination and 

standardization tasks, the Group has established functional reporting between the Regional Actuarial 

Offices, Actuarial Offices at the companies and market pricing departments at the companies to the 

Corporate Actuarial Office. 

 

The Actuarial Offices of the companies shall be structured in such a way that they adhere to the specific 

regulatory requirements and with a view to complying with the specific functions set out in this 

documents, organized in line with the following principles: 

 

• Proportionality: The structure of the Actuarial Office at the company must be proportionate 

to the business volume and the nature and complexity of risks assumed by the company it 

belongs to. 

• Management unit: To harness the synergies of actuarial teams, as a minimum, responsibility 

for calculating rates and technical provisions must remain within the same hierarchical 

structure. 
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CHAPTER 8 INTERNAL AUDIT POLICY 

8.1 OWNER OF THE POLICY 

The Corporate Internal Audit Area. 

8.2 SCOPE 

The Internal Audit Policy applies to all the companies within the MAPFRE Group. 

8.3 OBJECTIVES 

The purpose of the Internal Audit Policy is to establish the mission and functions of the Internal Audit 

Area at MAPFRE, as well as the principles on which its structure is based. 

8.4 GENERAL PRINCIPLES 

8.4.1 REFERENCES  

Internal Audit practices are based on key references, which are: 

• The "MAPFRE Group Institutional, Business and Organizational Principles." 

• Article 22 of the Corporate Bylaws of MAPFRE S.A. 

• The Regulations published by the Regulatory and Supervisory Bodies in Spain and other countries 

where MAPFRE is present, in matters related to Internal Audits. 

• Article 47 of the Solvency II Directive and the Guidelines on the System of Governance and their 

transpositions into Spanish law through Articles 65 and 66 of Law 20/2015 of July 14, 2015 on 

the Management, Supervision and Solvency of Insurance and Reinsurance Companies (LOSSEAR) 

and Article 44 of the Royal Decree enacting its provisions (ROSSEAR). 

• The "International Framework for the Professional Practice of Internal Audits". 

• The "MAPFRE Code of Ethics". 

• Internal procedures from MAPFRE's Internal Audit Area, primarily, the "Internal Audit Manual". 

8.4.2 INTERNAL AUDIT STRUCTURE AND REPORTING 

The principles underlying the Internal Audit Structure are as follows: 

• Functional reporting to the MAPFRE S.A. Board of Directors through the Audit and 

Compliance Committee (a Delegate Body of the Board) and the Chairman of the Board and 

CEO in particular. 

The Audit Directors functionally and hierarchically report to the Group Chief Internal Audit 

Officer. 

 

Any circumstance that may compromise the independence or objectivity of the Internal Audit 

Office or any of the internal auditors shall be communicated to the Audit and Compliance 

Committee. 

 

• Decentralization of the audit function, placing Internal Audit teams close to Business and 

Business Support Areas. 



Solvency II Policies of the MAPFRE Group 

CHAPTER 8.- INTERNAL AUDIT POLICY  36 

• Coordinated action by all Internal Audit Services and Units in accordance with the guidelines 

established by the Corporate Internal Audit Area. 

8.5 MISSION AND INTERNAL AUDIT FUNCTIONS 

Internal auditing is an independent and objective assurance and consulting activity designed to add 

value and improve MAPFRE's operations. They assist the Organization in fulfilling its objectives by 

contributing a systematic and disciplined approach to evaluating and improving the effectiveness of 

risk management, internal control and corporate governance processes. 

The Internal Audit Area is charged with the following general functions: 

1. To supervise compliance with and the effectiveness of the Internal Control System and of other 

elements of the Governance System. 

2. Developing an Annual Internal Audit Plan taking into account the totality of MAPFRE's activities 

and Governance System, adopting a risk-based approach when deciding priorities. The Plan will be 

analyzed and approved by the Audit and Compliance Committee of MAPFRE S.A. and confirmed 

by the MAPFRE S.A. Board of Directors. 

 

Where necessary, the internal audit function will conduct audits that are not included in the above-

mentioned Plan. 

3. Conducting the Annual Internal Audit Plan, reporting any deficiencies that are detected in each 

activity and making recommendations for their resolution. MAPFRE Senior Management and the 

Audit and Compliance Committee will be informed periodically of the status of the 

recommendations issued. 

4. To effectively coordinate the communication of information between the Board of Directors and 

the internal and external auditors through the Audit and Compliance Committee. 

5. Support the Organization in fulfilling its objectives by providing professionals in areas where 

independent opinions or support may be required for their development. 

6. To coordinate the work of External Auditors and analyze their conclusions before they are finalized. 

7. To gather the information necessary to support the MAPFRE S.A. Audit and Compliance Committee 

and other audit committees which are established at subsidiaries due to a legal obligation or on a 

voluntary basis, and the office of the MAPFRE Chairman and CEO. 

8. Evaluate compliance with plans, policies, procedures, laws and regulations that may significantly 

impact strategic and operational objectives. 

9. Coordinate and review audit requests from clients and/or providers. 

10. Play an active role in the Fight Against Fraud in terms of the prevention, detection and 

communication of Fraud in the Audit work conducted, in addition to meeting the requirements 

and requests of the different areas involved. 

All activities, operations and processes may be subject to an Internal Audit assessment. The Internal 

Audit Area may access any documentation, information and/or information system that it deems 

necessary to perform its functions, and may be assisted by any MAPFRE executive or employee to 

perform its functions. 
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CHAPTER 9 OUTSOURCING POLICY 

9.1 OWNER OF THE POLICY 

The Corporate Compliance Office. 

9.2 SCOPE 

 

This Policy will apply to insurance and/or re-insurance companies located in countries where at least 

one company is included in the Solvency II Supervisory Group. 

 

In the case of intra-group outsourcing, if the outsourcing company is located outside the European 

Union, the requirements set out in this Policy may be mitigated in accordance with the principle of 

proportionality. 

 

For the purposes of this Policy, the outsourcing of functions and/or activities shall mean any type of 

agreement between an insurance and/or reinsurance company (hereinafter "company/companies") 

and a service provider by which the latter performs an insurance or reinsurance function and/or 

activity (hereinafter "function(s) and/or activity/activities)"), either directly or by subcontracting, 

which the said company would otherwise have performed. This concept shall not include specific 

agreements that are unlikely to continue over time. 

 

9.3 OBJECTIVES 

 

The objective of the Policy is to establish the minimum requirements to be followed when deciding 

to proceed with outsourcing functions and/or activities, so that: 

 

1. Due account is taken of the effect of outsourcing on the business, without damaging its 

reputation and financial stability. 

 

2. There are procedures and systems for the continual control and monitoring of such 

outsourced functions and/or activities. 

 

9.4 GENERAL PRINCIPLES 

 

The company that decides to outsource functions and/or activities shall continue to be fully 

responsible for fulfilling the obligations arising from them, in the same manner as if such functions 

and/or activities had not been outsourced. 

  

The company shall take all necessary measures to ensure that the following conditions are met:  

 

1. The service provider shall cooperate with the company's supervisory authorities in relation to 

the outsourced function and/or activity. 

 

2. The company, its auditors and supervisory authorities shall have effective access to data 

relating to outsourced functions and/or activities. 

 

3. If a key function is outsourced, the persons responsible for performing the outsourced function 

must comply with the applicable aptitude and integrity requirements. 

 

In the event of outsourcing functions and/or activities deemed critical or important in line with the 

provisions of the following paragraph, the company shall take the necessary measures to ensure that 

outsourcing does not involve the following: 
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1. Significant harm to the quality of its governance systems or an undue increase in operational 

risk. 

 

2. Any lessening of the supervisory authorities' capacity to verify that obligations are met. 

 

3. Any impairment in the continuous and satisfactory provision of services. 

 

4. An extremely long-term connection with companies outside the Group (external companies). 

 

The conditions under which subcontracting outsourced functions and/or activities may take place shall 

be those established in each outsourcing contract. Contracts may not permit the transfer or the 

subcontracting to an external company of functions and/or activities that are already subcontracted 

out. Contracts shall provide for the full and joint responsibility of the provider of outsourced services 

and of all its potential subcontractors in relation to the company. 

 

9.5  DETERMINING IF A FUNCTION AND/OR ACTIVITY IS CRITICAL OR IMPORTANT FOR THE 

PURPOSE OF OUTSOURCING 

 

For the purpose of outsourcing, considering a function and/or activity as critical or important is based 

on the following criteria: 

 

1. A function and/or activity is critical or important when its total or partial absence would signify 

the company's inability to provide services to clients.  

 

2. Companies shall consider the following to be critical or important functions and/or activities 

for the purpose of outsourcing: 

 

• Key functions. 

• Designing or pricing insurance products. 

• Asset investment or portfolio management. 

• Loss experience management. 

• Data storage. 

• Daily and continuous provision of system support or maintenance services. 

• The ORSA process. 

• Standard or ongoing support for accounting activities. 

• Insurance underwriting. 

 

These functions and/or activities shall not be considered as having been outsourced, when the actions 

carried out by the applicable service provider are limited to strictly following the instructions received 

from the company, or when the service provider does not have full decision-making capacity. 

 

9.6 CRITERIA TO APPLY FOR OUTSOURCING 

 

Both the degree of sensitivity and the cost of the services continuing to be exercised in the company 

should be taken into consideration when deciding whether or not to outsource a function and/or 

activity. Where possible, outsourcing to another company in the Group (intra-group outsourcing) 

should be considered a priority. 
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For critical or important functions and/or activities, before selecting a service provider, the company 

must verify that: 

 

1. Its risk management and internal control systems are compatible with the company's and the 

Group's governance system, and do not signify an undue increase in operational risk. 

 

2. It has adequate financial and technical resources and qualified human resources to ensure the 

continued performance of the outsourced function and/or activity in a proper and reliable 

manner. 

 

3. It has appropriate business continuity plans to cover emergency situations or service 

interruptions, including subcontracting, if the eventuality arises. For the purposes of this 

Policy, continuity plans mean the set of measures taken, procedures developed and resources 

allocated by the company to ensure continuity and consistency in the implementation of its 

activities. 

 

In the event that functions and/or activities are outsourced to external companies, in addition to the 

above paragraphs, the following should be verified: 

 

1. A detailed review has been conducted to verify that the potential service provider can 

successfully carry out the required functions and/or activities, and has adequate capacity and 

competence to deliver the outsourced services in a reliable and professional manner. 

 

2. It has any necessary authorizations that are legally required to provide the outsourced 

services, so that its performance does not break any applicable regulations. 

 

3. For the performance of the function and/or activity to be outsourced, the external company 

has no explicit or potential conflicts of interest which may be detrimental to the Group or 

company.  

 

4. It meets the same requirements as those applicable to the Group and the company regarding 

data security and confidentiality. 

 

The conclusions of the considerations and verifications referred to in this paragraph shall be 

documented and may be audited or reviewed at any time.  

 

9.7 TASKS, PROCESSES AND ASSIGNING RESPONSIBILITIES  

 

• Outsourcing critical or important functions and/or activities 

 

The process of outsourcing functions and/or activities considered critical or important will take place 

at the initiative of the Office’s Area responsible for outsourcing, which will submit a proposal for 

approval by its governing body, in accordance with the procedures developed for this purpose. 

 

This proposal must be expressly approved by the company's functional supervisor and by the 

Corporate supervisor, if any, for the outsourced activity before being submitted to the governing body, 

and if it is outsourced to a Group company, also by the supervisor of the relevant Area of the company 

that is expected to act as a provider of the outsourced service.  

 

On approving the proposal, the governing body shall designate a supervisor to monitor the outsourced 

functions and/or activities (hereinafter the "Supervisor"). The Supervisor must be a person in the 

company who has sufficient knowledge and experience regarding the outsourced function and/or 
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activity to be able to supervise the service provider's performance and results. The same Supervisor 

may supervise more than one outsourcing agreement, and shall not report to the Corporate 

Supervisor, if any, for the outsourcing activity concerned. It shall be the responsibility of the Supervisor 

to supervise the completion of the outsourced function and/or activity, reporting on its performance 

and results to the governing body at least once every year. This information should be communicated 

immediately in the event that significant risks are identified as this activity is carried out. 

 

The Office’s Area that is responsible for the outsourcing will perform the necessary procedures to carry 

out and formalize the arrangement and, if applicable regulations provide for it, any communications 

and applications for authorization that may be required to ensure compliance with the legal obligations 

arising from the agreed outsourcing. 

 

The outsourcing shall be formalized in writing by a contract which shall clearly define the terms and 

conditions of the outsourcing, and shall include at least the following minimum provisions: 

 

a) The obligations and responsibilities of the parties to the agreement, whose general terms and 

conditions must be known and recorded as authorized by the service provider's governing 

body. 

 

b) For external companies, the total duration of the contract may not exceed five years, including 

the initial contractual period plus any potential extension or renewal. The contract shall be 

terminated after this maximum period, and the outsourcing process provided for in this Policy 

must be re-initiated. 

 

c) The service provider's commitment to comply with applicable company and Group regulations 

and policies and to cooperate with the relevant supervisory authority in relation to outsourced 

functions and/or activities.  

 

d) The service provider's obligation to notify the company of any event that may have a significant 

effect on its ability to effectively perform outsourced functions and/or activities in compliance 

with the applicable regulations, as soon as the service provider is aware of the said event.  

 

e) The service provider may only terminate the contract by allowing for a notice period that is 

long enough to enable the company to find an alternative solution to the provision of services 

by the service provider concerned. 

 

f) The outsourcing company may proceed to terminate the contract automatically in the event 

of any non-compliance of the service provider's obligations as established in this Policy, or if 

the outsourcing operation does not receive positive acceptance by the supervisory authorities 

in those cases in which such acceptance is required for compliance with the legal obligations 

arising from the outsourcing agreement. 

g) If the outsourcing contract is terminated, the service provider shall take the necessary 

measures to ensure that neither the quality nor the continuity of the service or activity 

provided is adversely affected. There shall be an obligation on the part of the service provider 

to establish and maintain up-to-date documentation related to the outsourced activity and/or 

function. This will enable the Group to have all the necessary information if the contract is 

terminated, so as to be able either to provide the service itself or to contract the provision of 

the service with another provider. 

 

h) The company's right to be promptly informed of outsourced functions and/or activities and 

their completion by the service provider, as well as the right to issue guidelines and 
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instructions on what should be taken into account in carrying out such functions and/or 

activities.  

 

i) The service provider's obligation to protect any confidential information relating to the Group 

or company, as well as its clients, policyholders, insured persons, beneficiaries, workers, other 

contracting parties or any other person. 

 

j) The company, its external auditors and its supervisory authorities shall have effective access 

to any information relating to outsourced functions and/or activities, including the opportunity 

to conduct inspections at the service provider's headquarters or premises. This same right shall 

be afforded to the Group's qualified personnel who have unrestricted access to any 

information relevant to carrying out their responsibilities. 

 

k) The supervisory authority may raise issues directly with the service provider, which must 

provide the relevant answers, whenever appropriate and necessary for the process of 

supervision of MAPFRE or of the Group company concerned. 

 

l) The terms or conditions under which the service provider may in turn subcontract out any 

outsourced function and/or activity, the transfer of this activity not being permitted. 

 

Contracts shall indicate that any subcontracting that is intended to take place must have received prior 

written authorization from the contracting company and that, in the event that it occurs: a) the initial 

provider of outsourced services shall continue to assume responsibility for the obligations 

contractually established with the company, in view of which it will accept periodic monitoring and 

reporting obligations; b) the subcontracted provider will assume the obligations that contractually 

corresponded to the initial service provider, which was not able to subcontract out in its turn; and c) 

both will respond to the company fully and jointly. 

 

• Outsourcing other functions and/or activities not considered critical or important 

 

The process of outsourcing these functions and/or activities will take place at the initiative of the 

Office’s Area responsible for the outsourcing, which will submit its proposal to the competent body for 

approval, in accordance with the procedures established for this purpose. When outsourcing is agreed 

upon, a person with sufficient knowledge and/or experience should be designated to annually monitor, 

supervise and assess the performance and results of the provider of the outsourced services and the 

said services' compatibility with the agreement.  
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CHAPTER 10 BUSINESS CONTINUITY POLICY 

 

10.1. OWNERSHIP OF THE POLICY 

 

The Corporate Security Office.  

 

10.2 SCOPE 

 

This Business Continuity Policy is binding upon all MAPFRE Group Companies.  

 

10.3 OBJECTIVES 

 

This Policy establishes the framework for the development, implementation, review and continuous 

improvement of the Business Continuity Plans at MAPFRE and its Management Systems, in such a 

way that:  

 

• They make it possible to provide an adequate, appropriate response to the materialization of 

a catastrophic environmental or security risk, which result in the basic components on the 

Group’s activities being unavailable: people, buildings and offices, technology, information and 

providers.  

 

• They reduce the impact of possible catastrophes on the business’ activities, guaranteeing that 
data and critical functions are preserved or, if this is not possible, that these data and functions 

are recovered appropriately and progressively until the return to normal.  

 

• The guarantee the continuous improvement of the company's operating resilience capacities. 

 

10.4 GENERAL PRINCIPLES 

 

The Business Continuity Policy is supported by a series of principles and commitments, as described 

below: 

1. Personal protection and security is the first premise and main objective, both under normal 

circumstances and in crisis situations as a result of a disaster.  

2. The appointment of the representatives of different areas with the correct experience and 

knowledge, for them to actively participate in the preparation, implementation, review, 

testing, updating and continuous improvement of the Business Continuity Plan;  

3. The development and implementation of Business Continuity Plans by Group companies, 

bearing in mind the internal departments and areas, providers and services and employing 

adequate and proportional systems, resources and procedures. 

4. Harnessing the synergies generated and the lessons learned in the development and 

implementation of the Business Continuity Plans and any other plans in the field of security at 

Group companies, considering the shared resources and means available to MAPFRE.  

5. The adoption of reasonable measures for the operational continuation of processes and 

activities, depending on their criticality as established by the Organization.  

6. The inclusion of security, privacy and reliability criteria that reasonably guarantee the 

continuity of critical services provided by third parties, in the event they are outsourced.  
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7. The preparation, as part of the Business Continuity Plans, of both the corresponding internal 

and external communication procedures, which facilitates their correct implementation, and 

the supply of information to all interested parties.  

8. The communication to all staff of their responsibilities, within the context of business 

continuity, as part of awareness-raising and training actions; in addition to the dissemination 

of this Policy throughout the Organization  

9. A reference framework that serves to establish the Business Continuity objectives within a 

Management System that, in compliance with the legislative requirements and the main 

standards in this field, addresses the reviews, tests and updates to Business Continuity Plans 

on a periodic basis or in view of significant changes, as part of a continuous improvement 

process.  

10. The permanent readiness to collaborate with the authorities in the event of a disaster or when 

needed, as part of the service spirit that runs through all MAPFRE’s actions and its 
responsibility before the society in which it performs its activities.  

 

10.5 RESPONSIBILITIES 

 

The Corporate Business Continuity and Crisis Committee is the body responsible for promoting and 

guiding the development, implementation, evolution and continuous improvement of the Business 

Continuity Plans at MAPFRE Group companies, deciding on and coordinating business continuity 

activities in the context of the Business Continuity Management System, in addition to overseeing 

compliance with and the dissemination and periodic review of this Policy.  

 

Furthermore, the Committee leads and controls Crisis Management involving different GROUP 

companies or that based on their nature, have a greater scope than considered in the BCP of the 

different companies; in other words, that have an impact on different companies and affect more than 

one region, require extraordinary financial investments that exceed the remit of the companies/units, 

or have the potential to have a significant impact on the competitive position and/or reputation of the 

MAPFRE Group. Provides a centralized, appropriate and effective response to incidents and limits any 

possible adverse effects.  

 

The remaining responsibilities associated with Business Continuity Management are prepared with the 

necessary level of detail in MAPFRE’s Business Continuity and Crisis Management Governance 
Framework.  
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CHAPTER 11  RISK APPETITE POLICY 

11.1 OWNERSHIP OF THE POLICY 

The Corporate Risk Office. 

11.2 SCOPE 

The contents of this policy are applicable to all insurance and reinsurance companies of the Group.  

11.3 OBJECTIVES 

This document sets out the level of risk that the MAPFRE Group is willing to assume to achieve its 

business targets without significant deviations, including in adverse circumstances. This level, reflected 

in the limits and sublimits per risk type, constitutes the Risk Appetite of the MAPFRE Group. 

Two risk types must be taken into consideration: 

• Quantitative risks, which are the risks potentially generating economic losses that can be 

objectively measured using quantitative techniques; and 

• Qualitative risks, which are the risks potentially generating economic losses and that, based on 

the application of prudent professional criteria, should be subject to assessment using qualitative 

analyses. 

11.4 GENERAL PRINCIPLES 

Risk assumption is inherent to business activities. Those tasked with business management at the 

Group (hereinafter, the “first line of defense”) shall constantly monitor the risks assumed, making sure 

that they remain below the specific limits established both in this document and in the specific risk 

policies. 

Each company shall aspire to obtaining a sufficient remuneration from the series of risks that it 

assumes as part of its business activities to cover the cost of capital required by them. 

11.5 SCALES OF MEASUREMENT AND CHANNELS OF COMMUNICATION 

The following scale of measurement, based on the distance of the risk level from the maximum limit, 

shall apply: 

• Green zone: a risk in the green zone can be assumed and maintained without restrictions. They 

are monitored and reported as part of the ordinary process established to this end. 

• Yellow zone: a risk in the yellow zone does not exceed the maximum limits and, therefore, can be 

maintained. However, the level of exposure is considered sufficient for it to potentially cause 

significant losses and, therefore, must be subject to oversight and control measures to prevent it 

reaching the red zone and, when possible, return it to the green zone. These measures shall 

include the following on a mandatory basis: 

• The first line of defense shall inform the Company Risk Office as soon as it is made aware; 

this body shall then inform the Corporate Risk Office of each risk in the yellow zone, as well 

as the oversight and control measures taken. 

• The Company Risk Office, having been informed of a risk that has reached the yellow zone, 

shall immediately inform at least one senior manager. 
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• The Company Risk Office shall combine information regarding all risks in this situation at 

least once per quarter and send it to the Board of Directors and the corresponding 

equivalent body. 

• The red zone: a risk that reaches the red zone surpasses the maximum acceptable tolerance for 

the Group. In this case, the first line of defense shall immediately take control and mitigation 

measures to bring this risk back within the limit. These measures shall include the following on a 

mandatory basis: 

• The first line of defense shall inform the Company Risk Office as soon as it is made aware; 

this body shall then inform the Corporate Risk Office of each risk in the red zone, as well as 

the control and mitigation measures taken. 

• The Company Risk Office, having been informed of a risk that has reached the red zone, 

shall immediately inform at least one senior manager. 

• The Company Risk Office shall combine information regarding all risks in this situation at 

least once per quarter and send it to the Board of Directors and the corresponding 

equivalent body. 

• The Corporate Risk Office shall decide whether it is appropriate to inform the Board of 

Directors at MAPFRE, S.A. 

The green, yellow and rest zones shall be established for each type of risk, whether quantitative or 

qualitative, in the corresponding policy and pursuant to the most suitable metric to this end. 

Activities may not be launched or operations arranged that involve, from the outset, the assumption 

of risks in the red zone, unless previous authorization is obtained from the Board of Directors or an 

equivalent body, with a written kept of the reasons for this decision. Authorization shall be required 

from the Board of Directors or equivalent body for the risks that remain in the red zone. 

Although not recommended, activities may begin or operations arranged that involve assuming risks 

in the yellow zone from the outside; under such circumstances, the Board of Directors or equivalent 

body must be informed. 

The Board of Directors or other equivalent body shall be informed of the risks located in the red zone, 

including when they have received specific authorization. 

The oversight and information obligations assigned to the first line of defense also correspond to the 

Corporate Areas, in the exercise of their powers. Thus, the Corporate Areas shall inform the Corporate 

Risk Office of the risks in the red and yellow zones, relaying any remarks as regards the initiatives for 

controlling and managing these. 

11.6 GENERAL CRITERIA FOR THE MEASUREMENT OF QUANTITATIVE RISKS AND SOLVENCY 

The level of exposure to quantitative risks at a Group level and at insurers and reinsurers shall be 

measured, generally speaking, pursuant to the standard Solvency II formula for all risks, with the 

exception of those for which there is a partial internal model or pursuant to the solvency capital 

requirements pursuant to the applicable local regulations. 

The secondary criteria for the Group and institutions in need of rating, consists of the measurement 

possible using the specific methodology of a credit rating agency for a level in line with the reference 

rating target and never lower than “BBB” or equivalent. 

Measurements may be taken based on in-house models or other criteria required by the regulations 

in force, without this entailing an exemption from the calculation requirement in line with the Group's 

criteria. 
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11.7 RISK CAPACITY 

This is defined as the risk capacity in relation to the maximum risk time and amount that an institution 

is able to withstanding in the pursuit of its objectives. 

Solvency, understood as financial strength with sustainable results, is one of MAPFRE’s values. 

Each company is required to employ the capital assigned to it in an adequate and prudent manner, 

carefully selecting the risks it assumes. 

The limits for each quantitative risk type shall be established, as applicable, in the corresponding 

documented policy, selecting the risk combination that is most appropriate to the institution's strategic 

objectives. 

Risk capacity for the Group 

The aim of the Group as part of its risk management strategy is to maintain an acceptable level of own 

funds at a consolidated level that amounts to a target solvency ratio of 200% of the capital 

requirements (SCR), with a tolerance of 25 percentage points. 

Furthermore, the Group’s secondary risk management objective is to maintain a consolidated level of 
economic capital to ensure it complies with its obligations according to an “A” rating or higher, or the 
equivalent thereof. However, the Delegated Committee at MAPFRE S.A. may authorize deviations as 

regards the criteria established by a credit rating agency, when based on an objective analysis it is 

determined that it does not satisfy the Group’s circumstances, in addition to adaptation periods when 
so modified by these agencies. 

As a result, the risk tolerance level for the Group as a whole is as follows: 

Metric Green zone Yellow zone Red zone 

Standard 

Solvency II 

formula (SCR)   

Between 175% and 

225% 

(≥175% and ≤225%) 

Between 130% and 

175% (≥130% and 
<175%), or above 225% 

(>225%) 

Below 130% 

(<130%) 

Group’s rating 
level 

Equal to or less than 

100% of the 

requirement for the “A” 
target rating 

Between 90% and 100% 

of the requirement for 

the “A” target rating 

Less than 90% of the 

requirement for the 

“A” target rating 

Positions in the yellow zone may be maintained, although they shall be accompanied by the following 

specific control and oversight measures:  

• Solvency ratio between 130% and 175% of Solvency II and/or Group's rating levels between 90% 

and 100% of the requirement for the “A” target rating that may involve a reduction in the rating: 

• Analyze alternatives for reducing the capital burden for market risk. 

• Study subordinated debt issuances or other alternatives to improve the solvency 

position. 

• Consider reducing the distribution of dividends (Pay-out). 

• Consider using additional risk mitigating factors. 

• Solvency ratio of more than 225% of Solvency II: 

• Consider the possibility of additional dividend distributions. 
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• Increase the appetite towards new business opportunities or assuming new risks. 

• Analyze the possibility of reducing external financing. 

For solvency positions of lower than the solvency ratio of 130% of Solvency II (red zone) the necessary 

control and mitigation measures must be adopted to correct the situation. These measures may 

include: 

• Reduce the distribution of dividends (Pay-out). 

• Increase the use of risk mitigating factors. 

• Reduce the appetite for new businesses. 

• Reduce investment risk. 

• Issue subordinated debt or other alternatives to improve the solvency position. 

As regards the Group’s rating level of less than 90% of the requirement for the “A” target rating that 
may involve a reduction in the rating, control and mitigation measures must be proposed to correct 

the situation. 

Risk capacity for insurers/reinsurers 

Insurers/reinsurers must maintain solvency limits in line with the risk tolerance levels shown below: 

Metric Green zone Yellow zone Red zone 

Local regulations    

(SCR or equivalent)  
Above 130% (>130%) 

Between 110% and 

130% (≥110% and 
≤130%) 

Below 110% (<110%) 

For companies located in the European Economic Area, the solvency ratio will be measured based on 

the solvency capital requirement under Solvency II. For companies located outside the European 

Economic Area, it will be measured based on the equivalent regulatory capital that entails a level of 

action by the supervisor. 

On an exceptional basis, for insurers/reinsurers with minority shareholders, these shall adopt these 

solvency and tolerance levels to the content of the agreements between shareholders. To this end, the 

Risk Appetite document for these companies shall indicate the corresponding modifications for 

adapting it to the content of these agreements. 

Companies that require a minimum rating to operate may define maintaining the minimum rating as 

the secondary objective, considering all the elements that the corresponding credit rating uses to 

determine the rating. 

Insurers/reinsurers whose solvency position is in the green zone and improve this position shall 

consider additional dividend distributions to the Group with a view to achieving more efficient capital 

management. 

Insurers/reinsurers whose levels of solvency are in the red zone shall define a recovery plan that is 

consistent with the requirements of the local regulations, indicating the time horizon for leaving this 

zone. This plan must be approved by the competent bodies at the institution, subject to validation by 

the Corporate Risk Office. This may be undertaken by performing different types of actions, including: 

• Reduction of the risks assumed. 

• Arranging mitigating solutions (for example, reinsurance agreements, financial hedging 

derivatives, insurance contracts in which customers participate in the risks, portfolio 

securitizations, catastrophe bonds, etc.). In these cases, the counterparty risk arising from 
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arranging a financial support service through a third party must be measured (pursuant to the 

provisions of the section on “General criteria for the measurement of quantitative risks and 
solvency”) and ensuring that there are no operational or legal risks that invalidate the 

effectiveness of the mitigation solutions arranged. 

• Increase available capital, subject to previous approval from the Board of Directors of MAPFRE, 

S.A. by obtaining additional financial resources considered capital instruments pursuant to the 

applicable regulations or the retention of profits. 

11.8 CONCENTRATION LIMITS 

The concentration limits established in this document apply at a Group level. 

The aim of the concentration limits is to avoid exposure to a risk, or a series of risks related to one 

another, exposing the Group or one of its companies to an unsustainable loss of solvency. These limits 

establish the maximum amount, in terms of a loss of profits or equity in case of any risk, that the Group 

is willing to assume. 

The joint modelling of exposures to a business group, individual customer or other third party is 

recommended as a best practice, with a view to detecting the compensation and diversification effects 

between them. When this is not possible, and there are exposures to at least two companies belonging 

to the same ultimate counterparty, the established limits shall be applied to the sum of exposures to 

them. 

The exposures shall be measured consistently with the provisions of the “General criteria for the 
measurement of quantitative risks and solvency”. 

Concentration risk can materialize in different ways and caution must be applied in its identification. 

When measuring it, consideration must be given to the following: 

• The series of exposures to a business group, individual customer or other third party, both on the 

asset side (bank deposits, securities, accounts receivable, other credits) and on the liabilities side 

(insured amounts, Probable Maximum Loss [PML]). 

• Protections, regardless of their nature, that reliably mitigate the risks assumed. In these cases, 

the counterparty risk arising from arranging a financial support service through a third party must 

be measured (pursuant to the provisions of the section on “General criteria for the measurement 
of quantitative risks and solvency”) and ensuring that there are no operational or legal risks that 
invalidate the effectiveness of the mitigation solutions arranged. 

The concentration limits for counterparties that are not sovereign states or supranational 

organizations, expressed as a percentage of available equity or eligible own funds, are as follows: 

Green zone Yellow zone Red zone 

Below 2.5% Between 2.5% and 5% Above 5% 

Concentration risk shall be estimated before assuming an exposure to a counterparty. Once assumed, 

compliance with the limits shall be subject to constant supervision. 

Concentration risk shall be measured taking into account all risks before the counterparty. 

11.9 SPECIFIC RISK LIMITS 

The limits for each risk shall be established, where appropriate, in the specific policies to be approved 

by the Board of Directors or equivalent body at the company. Each company may establish their own 

limits for each risk type, provided that they comply with the requirements established for the entire 
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Group. In other words, each company may establish more restrictive limits for their business activities, 

but may not establish limits that allow a risk level to be assumed that exceeds the maximum tolerances 

approved for the Group as a whole. 

11.9.1 SPECIFIC RISK LIMITS FOR THE GROUP 

The main principle at the Group is that insurers/reinsurers do not issue financial debt. 

1) Group’s financial leveraging 

The indebtedness ratio, or financial leveraging, shall be measured by dividing the sum of subordinated 

liabilities, bond issues and other negotiable securities and the debt with credit institutions by the sum 

of equity, subordinated liabilities, bond issues and other negotiable securities and the debt with credit 

institutions. 

The tolerance limits for the Group’s indebtedness ratio are: 

Green zone Yellow zone Red zone 

Less than or equal to 25% Between 25% and 35% Above 35% 

2) Coverage of payments by the Group’s financial interest 

Financial interest is considered as the payments made to remunerate all debt instruments employed, 

including subordinated liabilities, bond issues and other negotiable securities and debts with credit 

institutions. 

The coverage of interest payments is measured using the following ratio: 

• EBITDA/interest payments 

The EBITDA is equal to the sum of pre-tax profit, interest payments (in line with the definition indicated 

above), depreciation and impairment. 

The tolerance limits for the Group’s EBITDA/interest payments are: 

Green zone Yellow zone Red zone 

More than or equal to 10 times 

or no interest payments 
Between 6 and 10 times Less than 6 times 

11.9.2 SPECIFIC RISK LIMITS FOR COMPANIES WITH FINANCIAL DEBT 

The main principle at the Group is that insurers/reinsurers do not issue financial debt. In the case of 

insurers/reinsurers where their issuance has been approved on an exceptional basis, they shall satisfy 

the same financial leverage and interest payment coverage tolerance limits set for the Group. 

11.10 STRATEGIC TARGET LIMITS  

The strategic plan of the MAPFRE Group, approved by the Board of Directors of MAPFRE S.A., includes 

business indicators with a target value and associated tolerance value.  

The Board of Directors of the insurers and reinsurers will approve a strategic plan adapted to the 

company, consistent with the strategic Plan of the MAPFRE Group, including business indicators with 

the corresponding targets and tolerance levels.  

The Corporate Strategy and M&A Area is responsible for monitoring compliance with these indicators. 

In case of a breach of the tolerances defined, a remedial action plan shall be prepared, including the 
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measures to be adopted to resolve the situation; this shall be sent to the Corporate Strategy and M&A 

Area.  
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CHAPTER 12 POLICY FOR OWN RISK AND SOLVENCY ASSESSMENT 

12.1. OWNERSHIP OF THE POLICY 

The Corporate Risk Office. 

12.2 SCOPE 

This Policy shall apply to: 

- MAPFRE, S.A. 

- Insurers and reinsurers in the European Economic Area. 

- Insurers and/or reinsurers included within the scope of the Solvency II Supervision Group outside 

the European Economic Area, pursuant to the requirements of the specific regulations applicable 

in their jurisdiction. 

For other insurers and/or reinsurers in the Group, pursuant to the proportion of proportionality, its 

applicability shall be considered a best risk management practice. 

12.3 OBJECTIVES 

The Own Risk and Solvency Assessment provides a comprehensive vision of the risks identified in the 

business plan and the sufficiency of the capital resources for overcoming them. 

The main objectives of this Own Risk and Solvency Assessment Policy are as follows: 

- Establishing the Group’s short-term and long-term Own Risk and Solvency Assessment process, 

pursuant to its strategic objectives. 

- Defining a standard process for the entire Group that makes it possible to perform the Own Risk 

and Solvency Assessment at each company. 

12.4 PROCESS FOR OWN RISK AND SOLVENCY ASSESSMENT 

The Own Risk and Solvency Assessment forms part of the Risk Management System and encompasses 

the processes and procedures aimed at identifying, measuring, overseeing and reporting risks in the 

short term and long term. These processes also seek to determine the overall solvency needs to comply 

with the Group’s Solvency objective, bearing in mind the risk profile, business strategy and tolerance 

limits approved in the Risk Appetite and the specific policies. 

The Own Risk and Solvency Assessment helps to strengthen the risk culture at the Group and provide 

a comprehensive, understandable overview of all risks inherent to the business. 

The Own Risk and Solvency Assessment aims to offer a comprehensive overview of the risks that the 

Group may face over the period included in the strategic plan and the sufficiency of the capital 

resources for overcoming them, based on the understanding of its actual solvency requirements. 

It forms an integrated part of the business strategy and is taken into consideration as part of the 

company’s strategic decision-making process. With this objective in mind, it shall encompass, insofar 

as possible, all significant or potentially important risks to which the Group is exposed, and thus make 

it possible to take measures to manage and mitigate them accordingly. 

The Board of Directors at MAPFRE, S.A. is the ultimate body involved in the decision-making process 

as part of the Own Risk and Solvency Assessment process. 
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The Corporate Risk Office coordinates the preparation of the Own Risk and Solvency Assessment, 

prepares the proposed report for approval by the Board of Directors at MAPFRE, S.A. and channels the 

different contributions of the Areas, Offices and Departments involved in the process.  

The Corporate Risk Office will be responsible for recording each Own Risk and Solvency Assessment 

process performed at the Group and for preparing the Group’s proposed Own Risk and Solvency 
Assessment Report, which shall be sent for approval to the Board of Directors at MAPFRE, S.A. 

The Group shall perform the assessment once per year (hereinafter, Ordinary Assessment), or when 

deemed appropriate for any reason (hereinafter, Extraordinary Assessment). 

The criteria for performing the Extraordinary Assessment and the process, are reflected in the 

Extraordinary Assessment Exercise section of this Policy. 

The Own Risk and Solvency Assessment process shall encompass the following phases: 

12.4.1 IDENTIFICATION OF RISKS 

In order for the Own Risk and Solvency Assessment to work properly, the identification and 

anticipation of risks will be key with a view to preventing potential solvency problems in the future. 

By default, the Own Risk and Solvency Assessment shall always encompass the main risks identified in 

the Risk Management Policy. 

The Corporate Risk Office shall analyze the Group’s risk profile, bearing in mind the Group’s Risk 
Appetite and the approved tolerance limits. The aim of this analysis is to identify the risks (quantitative, 

qualitative or not included in the Risk Management Policy) that the Group may face during the period 

included in the strategic plan and that may significantly affect the Group's operations or mean it is 

unable to comply with its rating or regulatory capital objectives. 

To identify risks, the Corporate Risk Office shall bear in mind the results obtained as part of the 

different procedures performed, including material or emerging and sustainability risks, and risk 

control procedures. 

12.4.2  MEASUREMENT 

The Own Risk and Solvency Assessment reflects the overall solvency needs of the Group pursuant to 

its risk profile, its strategic plan and the approved tolerance limits, including an assessment of emerging 

and sustainability risks. 

Furthermore, the assessment shall take the following points into consideration: 

• Continuous compliance with capital requirements, including adjusting for volatility, adjusting 

for matching and/or transitory measures, where applicable, and requirements in relation to 

technical provisions. 

• The extent to which the Group’s risk profile differs from the hypothesis on which the Solvency 

Capital Requirement is based (construed as the solvency capital requirement of an insurer or 

reinsurer calculated based on the risk assumed), when so required under the corresponding 

regulations. 

With a view to ensuring data quality standards, the information used for the Own Risk and Solvency 

Assessment shall be reliable and consistent with its purpose. 

The Own Risk and Solvency Assessment shall be prepared applying realistic hypothesis in line with the 

strategic plan. 
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a) Global Solvency needs 

The methodologies used to estimate the Group’s global solvency needs for the purposes of risk 

management are, at least, the methodology for calculating Solvency Capital Requirement and the risk- 

based capital model calculated for the same date, in addition to any other measurement considered 

relevant and that has been approved by the Board of Directors or equivalent governing body.  

The risk-based capital model aims to determine the amount of capital required to cover possible losses 

that may be generated by the different risks to which the company is exposed to different degrees of 

confidence by applying factors to the exposure to asset and liability risks. 

The analysis of the overall solvency needs performed by the Group shall also include information 

regarding:  

a. The identification of possible sources of capital at the Group and the identification of potential 

additional capital requirements. 

b. The assessment of the availability, transferability and fungibility of capital. 

c. References to any transfer set out in the Group’s own funds, with a material impact on any 
Group company and the consequences thereof. 

d. The appropriateness of individual strategies when compared with the corresponding Group 

strategies. 

e. An assessment of emerging and sustainability risks identified. 

Consideration shall also be given to material risks not included in the methodologies used to estimate 

global solvency needs. Once identified, the Corporate Risk Office shall assess the possible threats that 

may arise from them. 

The measurement process shall be performed as follows: 

i) Main scenario 

As a result of the projections made in the strategic plan and during the projection period, the global 

solvency needs will be estimated on an annual basis. 

The projection shall accurately reflect the risk and economic consequences of the Group’s business 
plan, to ensure that the Own Risk and Solvency Assessment is based on an accurate assessment of the 

future business profile. 

The Corporate Risk Office must measure both the global solvency needs and own funds during the 

projection period, comparing them to the tolerance levels classified in the Risk Appetite in the green, 

yellow and red zones. In the event of an insufficiency, the Corporate Risk Office shall propose future 

management measures to be taken into consideration to correct this situation and restore the 

tolerable solvency situation described in the Risk Appetite. In the event of new issues of own funds, a 

check shall be performed to ensure they satisfy the regulatory requirements for their classification 

within the expected level. 

The Actuarial Office shall assume responsibility for ensuring that the methodology for calculating 

technical provisions is appropriate for the purposes of the Own Risk and Solvency Assessment. 

ii) Analysis of volatility 

Optionally, a volatility analysis may be performed on the projections under the strategic plan. 

b) Stress tests 

Applying the process described in the Risk identification section of this policy, stresses or scenarios for 

one or more risks may be identified that may threaten the achievement of the MAPFRE Group's 

strategic objectives. In this case, the Corporate Risk Office shall include the future management 
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measures to be taken into consideration to correct this situation in the proposed Own Risk and 

Solvency Assessment Report. 

b) Reverse stress tests 

Applying the process described in the Risk identification section of this policy, potential events that 

may entail the consumption of surplus funds beyond the Minimum Capital Requirement (construed as 

the capital beneath which the insurer or reinsurer is unable to operate) and resulting in a breach of its 

coverage shall be identified and analyzed, proposing measures to the Board of Directors of MAPFRE, 

S.A. to be adopted to maintain the Group’s equity in conditions that allow it to maintain its operations 
in the event that these circumstances occur. 

d) Continuous compliance with the Solvency Capital Requirement criteria in relation to technical 

provisions 

The calculation of Solvency Capital Requirement and eligible own funds shall be projected comparing 

them with the tolerance levels classified in the Risk Appetite in the green, yellow and red zones, and 

continuous compliance shall be verified with the capital requirements and the requirements in relation 

to technical provisions. 

In the event of an insufficiency in the projected funds, the Corporate Risk Office shall propose future 

management measures to be taken into consideration to correct this situation and restore the 

desirable solvency situation described in the Risk Appetite. 

The Corporate Actuarial Office shall verify that the methodology for projecting technical provisions is 

appropriate for the purposes of the Own Risk and Solvency Assessment. 

e) Deviation from the risk profile 

The Corporate Risk Office, in cooperation with the Corporate Actuarial Office, shall assess, in case the 

corresponding regulations so require, whether the MAPFRE Group’s risk profile deviates from the 
underlying hypotheses of the calculation of the Solvency Capital Requirements and whether these 

deviations are significant. 

12.4.3  MEDIUM-TERM CAPITAL MANAGEMENT PLAN 

The Corporate Risk Office shall prepare the Medium-Term Capital Management Plan, taking into 

consideration at least the following factors: 

a) compliance with the Solvency regulations applicable for the duration of the projection period in 

question, paying special attention to the future regulatory changes of which it is aware, and 

maintaining solvency levels compatible with the provisions of the Risk Appetite; 

b) all eligible capital instruments envisaged; 

c) reimbursements, both contractual upon maturity and those that are possible on a voluntary 

basis prior to their maturity, in relation to the elements of eligible capital; 

d) the result of the projections as part of the Own Risk and Solvency Assessment;  

e) the foreseeable dividends and their impact on eligible capital. 

In case a transitory measures is used in relation to technical provisions, this plan shall guarantee that 

there is sufficient eligible capital during the transitory period to cover the Solvency Capital 

Requirements, considering all transitory regimes, and that at the end of the transitory period, there is 

sufficient eligible capital to cover the Solvency Capital Requirement. 
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The Corporate Risk Office shall submit the Medium-Term Capital Management Plan to the Board of 

Directors or equivalent governing body for approval.  

12.4.4 PREPARATION OF THE OWN RISK AND SOLVENCY ASSESSMENT REPORT 

Having obtained the information from the areas involved and having performed the quantitative and 

qualitative risk assessment, the Corporate Risk Office shall prepare the proposed Own Risk and 

Solvency Assessment Report, which shall include the following sections: 

• Introduction, defining the purpose of the report and the process followed for preparing the Own 

Risk and Solvency Assessment. 

• An executive summary of the report containing, in addition to the outcome of the Own Risk and 

Solvency Assessment, the monitoring of the measures adopted. 

• A brief description of the methodology used to estimate the global solvency needs, in a 

minimum time horizon of three years, including an assessment of the results obtained. This 

section shall include the stress tests in relation to the risk indicators considered in the analysis. 

• The analysis of material qualitative and quantitative risks identified with an impact assessment. 

• A reverse stress test focused on the risks capable of provoking a breach of the Minimum Capital 

Requirement.  

• The possible strategies for managing or mitigating the risks identified. 

• An assessment of the quality and quantity of the own funds projected. 

• Analysis of continuous compliance with the Minimum Capital Requirement, including adjusting 

for volatility, adjusting for matching and/or transitory measures, where applicable, 

requirements in relation to technical provisions and an assessment of the Group’s global 
solvency needs in relation to the approved tolerance limits and thresholds.  

• In case the corresponding regulations so require, an analysis of the extent to which the risk 

profile deviates from the hypotheses on which the Minimum Capital Requirement is based. 

12.4.5 SCHEDULE FOR THE OWN RISK AND SOLVENCY ASSESSMENT 

The Own Risk and Solvency Assessment shall be performed once per year, unless certain relevant 

events justify the performance of additional exercises during the year (Extraordinary Assessment). 

However, the approval process shall be the same. 

The Own Risk and Solvency Assessment process shall be performed in coordination with the strategic 

planning process in such a way as to guarantee the relationship between the business strategy and the 

global solvency needs.  

The Corporate Risk Office shall prepare and inform the companies of the Activities Plan, in which the 

actions and time frames are defined for the preparation and submission of the Own Risk and Solvency 

Assessment Reports.  

The Own Risk and Solvency Assessment Report shall be submitted for approval by the Board of 

Directors at MAPFRE, S.A. each year, within the time frames established in the supervisory standard or 

recommendation. The Own Risk and Solvency Assessment reports for the supervisor, when legally 

requires, shall be sent to the supervisor within a period of two weeks of their review and approval by 

the Board of Directors at MAPFRE, S.A. 
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12.5 EXTRAORDINARY ASSESSMENT 

12.5.1  CRITERIA FOR PERFORMING AN EXTRAORDINARY ASSESSMENT PROCESS 

Certain relevant events may justify the performance of additional assessments over the course of the 

year. These relevant events may correspond to significant changes in the risk profile as regards the 

methods used for calculating the Solvency Capital Requirement, in addition to the Risk Appetite. 

The Board of Directors at MAPFRE, S.A. shall be responsible for defining when to perform an 

extraordinary Own Risk and Solvency Assessment, potentially at the proposal of the Corporate Risk 

Office. 

12.5.2 EXTRAORDINARY ASSESSMENT PROCESS 

The phases of the Extraordinary Assessment process are as reflected in the Identification of Risk, 

Measurement and Medium-Term Capital Management Plan sections of this Policy, although its content 

may be limited to the circumstances or events that justify the process being undertaken, for example, 

specific risk categories. 

12.6 INTERNAL COMMUNICATION OF THE OWN RISK AND SOLVENCY ASSESSMENT REPORT 

Once the Board of Directors at MAPFRE, S.A. has approved the Own Risk and Solvency Assessment 

report, the Corporate Risk Office shall inform the affected staff of the outcome and conclusion of the 

assessment applicable to their areas of expertise, to allow them to undertake the corresponding 

monitoring actions. 

12.7 REGISTRATION OF THE OWN RISK AND SOLVENCY ASSESSMENT 

The Corporate Risk Office shall facilitate the registration of the Own Risk and Solvency Assessment 

process and report, making it possible to duly accredit and internally document each assessment and 

the outcomes thereof. 
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CHAPTER 13 POLICY FOR THE CALCULATION OF THE SOLVENCY CAPITAL REQUIREMENT AND 

INTERNAL MODELS 

13.1 OWNERSHIP OF THE POLICY 

The Corporate Risk Office. 

13.2 SCOPE 

The contents of this policy are applicable to all insurance and reinsurance companies of the Group. 

13.3 OBJECTIVES 

The Group and its companies are subject to the solvency requirements that define the minimum 

capital that must be available for them to be authorized to operate (hereinafter, the “solvency 
requirements”), the types of eligible capital pursuant to the corresponding regulations for satisfying 

these solvency requirements (hereinafter, “eligible own funds”) and the available capital. These 
requirements will vary depending on the decisions made by the supervising bodies and the applicable 

legislation in each country. 

Generally speaking, in each country, algorithms will be provided, based on which both the solvency 

requirements and eligible own funds are calculated, resulting in measures that indicate the degree of 

coverage of these requirements. 

Regardless of what is required legally, the Group and/or its companies may wish to set up models that 

make it possible to calculate the losses that may be incurred by one or more risks assumed in the 

business management process. Often, the models used for this type of measurement are known as 

“internal models” or “in-house models” and the possible losses calculated based on these are known 
as “economic capital”. 

Based on the foregoing, the aim of this Policy is to establish the minimum governance requirements 

that the Group and the companies must satisfy in the calculation of solvency capital pursuant to the 

provisions of the corresponding legislation.  

13.4 TASKS AND RESPONSIBILITIES IN THE CALCULATION OF THE SOLVENCY CAPITAL 

REQUIREMENT 

Within the context of Solvency II, the standard formula consists of the series of calculations or 

algorithms standardized, homogenized and normalized by the supervisor to calculate the solvency 

capital requirement, with a view to allowing all insurance and reinsurance forms to assess their 

economic capital. 

The regulations provide for the possibility of the companies developing internal models 

(comprehensive or partial) that replace the standard formula for the calculation of the solvency 

capital requirement. 

Furthermore, a sub-series of company-specific parameters may be used, or for the entire Group, to 

calculate the solvency capital requirement of specific underwriting risks applying the standard 

formula, subject to authorization (or at the request of the supervisory authority) when the risk profile 

significantly departs from the hypotheses applied in the calculation of the standard formula, or when 

the decision is made to use them. 

13.4.1 RESPONSIBILITY FOR PERFORMING THE SOLVENCY CALCULATIONS  
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The Corporate Risk Office participates in the calculation of the different solvency requirements and 

available capital at the Group and is responsible for revising these calculations. Furthermore, the 

Company Risk Office participates in the calculation of the different solvency requirements and 

available capital at the company and is responsible for revising these calculations. To this end, 

available capital consists of eligible own funds pursuant to the applicable regulations. 

The Company Risk Office shall adequately document, as a minimum, the Areas and Offices involved 

in the process, their tasks and responsibilities. 

The Corporate Risk Office is responsible for informing the Board of Directors of MAPFRE, S.A. or the 

equivalent body at the company of the results of these calculations, in addition to any actual or 

foreseeable insufficiency detected. 

The Actuarial Office shall participate in the calculation of the solvency requirements in relation to 

underwriting risk. 

13.4.2 SPECIFIC RESPONSIBILITIES IN RELATION TO SPECIFIC PARAMETERS AND INTERNAL MODELS 

Notwithstanding the responsibilities of MAPFRE's governing bodies, details are provided below of the 

powers and actions to be performed by the Committees and the duties in relation to specific 

parameters and internal models: 

A. Group’s Internal Model Committee 

The Group's Internal Model Committee is responsible for coordinating and guiding the work of 

the institutions responsible for drawing up the internal models or calculating the specific 

parameters, with a view to optimizing the efficiency of the work performed to this end, 

preventing efforts from being duplicated and inefficient actions, and for disseminating 

knowledge in relation to internal models and specific parameters at the Group. 

The Chairman of the Group’s Internal Model Committee shall be the Director of the Corporate 

Risk Office, and the Deputy Chairman shall be the Director of the Corporate Actuarial Office, 

who shall jointly appoint the other members of the committee. 

Together, the members of the Group’s Internal Model Committee, shall combine their 

knowledge on the creation and use of internal actuarial, risk management, investment and 

insurance sector models. 

In particular, the Group’s Internal Model Committee, shall be responsible for the following: 

- Analyzing the documentation prepared by the Group or the companies looking to 

develop internal models or calculate specific parameters and issue a report on the 

reasonableness of their implementation, formulating the corresponding 

recommendations. These recommendations may refer to any aspects related to the 

internal models or specific parameters and shall include, as a minimum: data quality; the 

calculation method; tools used in the calculation; verification of calculations performed 

and checking the effectiveness of the model; validation; and documentation. 

- Issuing an opinion on the reasonableness of the proposed changes to existing internal 

models and specific parameters created by the Group companies. 

- Furthermore, the Group’s Internal Model Committee shall perform, within the scope of 
the Group's internal model, the tasks and functions assigned in the following sections to 

the company's Internal Model and Specific Parameters Committee as regards the 

Group’s internal models and specific parameters. 
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B. Company’s Internal Model and Specific Parameters Committee 

In the event a company is considering using an internal model or specific parameters, the Board 

of Directors or equivalent body at the company shall create, as part of the company's 

Governance System, an Internal Model and Specific Parameters Committee. 

The company shall develop, applying the principle of proportionality and best practices, the 

most efficient organizational structure that facilitates compliance with the policy set out in this 

document. If this structure does not provide for an Internal Model and Specific Parameters 

Committee, the corresponding powers may be delegated to the person or area responsible for 

the Risk Office at the company or a similar department. 

The Company’s Internal Model and Specific Parameters Committee shall consist of individuals 

who, together, have the appropriate professional qualifications, knowledge and experience to 

perform their functions, including actuarial, risk management, investment and insurance sector 

knowledge. 

The Company Risk Office shall chair the Internal Model and Specific Parameters Committee, on 

which there shall be adequate representation of at least said Office, the Actuarial Office and 

the other areas responsible for modelling risk. Committee meetings shall be announced where 

there is a request to approve the internal model or specific parameters. 

The Internal Model and Specific Parameters Committee shall perform the following functions: 

- Preparing the proposal for the creation of the internal model or use of specific 

parameters. 

- Submitting the proposal for the design of the internal model to the Board of Directors or 

equivalent body. 

- Submitting the process for preparing the internal model to the Board of Directors, or 

equivalent body at the company, and to the Group’s Internal Model Committee, to 
ensure they are fully aware of said model. 

Once the internal model or specific parameters are approved by the Board of Directors or 

equivalent body at the company, the Internal Model and Specific Parameters Committee shall 

hold a meeting, at least once a year, assuming the following responsibilities: 

- Preparing the proposed major changes to the internal model. 

- It may undertake and approve minor changes to the internal model, reporting them to 

the Board of Directors or equivalent body at the company, to the Group’s Internal Model 
Committee and the Corporate Risk Office. 

- Monitoring the internal model and specific parameters to revise their suitability to the 

company's risk profile. 

- Informing the Board of Directors or equivalent body at the company, via the 

corresponding Chairman, about the correct functioning of the internal model and the 

potential areas of improvement. 

In case the local regulations so require, the Internal Model and Specific Parameters Committee 

shall meet to assess whether the internal model covers all the significant quantifiable risks 

included within its remit. 

The Internal Model and Specific Parameter Committee may delegate the performance of one 

or more functions to other departments or employees at the company, without this entailing 

a waiver of their responsibilities. 
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C. Company Risk Office 

The party responsible for the risk function at the company is ultimately responsible for the 

Internal Model, under the responsibility of the Board of Directors. When there is another 

modelling function, the daily responsibilities for the Internal Model shall be delegated to this 

function, within the scope of the Internal Model as the first line of defense. In this case, the 

Company Risk Office shall act as the second line of defense. In particular, the Company Risk 

Office shall assume responsibility for: 

- Designing and implementing the Group or company’s internal models. 

- Documenting the Group or company’s internal model. 

- When the decision is made to launch a request for approval before the supervisory 

authorities, informing the Board of Directors or equivalent body at the company of the 

progress made. 

- Supervising requests for the approval of internal models before the supervisory 

authorities, in close cooperation with the area at the company and the MAPFRE Group 

responsible for modelling risk and the area responsible for relations with the supervisory 

authority and reporting, at all times, to the Internal Models and Specific Parameters 

Committee at the Company and the Group’s Internal Model Committee about progress 

with these requests. 

- Reviewing the results of the solvency calculations obtained using the internal model or 

specific parameters, subject to analysis by the Office responsible for modelling the risk. 

- Informing the Board of Directors at the company of the results of these calculations, in 

addition to any actual or foreseeable insufficiency detected. 

- Implementing the internal model pursuant to the terms and conditions of the proposal 

approved by the company’s Board of Directors. 

The Corporate Risk Office will be responsible for: 

- Reviewing the results of the solvency calculations of the Group or company obtained 

using the internal model or specific parameters, subject to analysis by the Office 

responsible for modelling the risk. 

- Informing the Board of Directors at MAPFRE, S.A. or the equivalent body at the company 

and the Risks Committee of the results of these calculations, in addition to any actual or 

foreseeable insufficiency detected. 

- The responsibilities allocated above to the Company Risk Office at the company in 

relation to the Group's Internal Model. 

D. Other functions or Offices responsible for modelling risk 

The company shall ask the actuarial function to help specify which risks, within their knowledge 

and qualification, are covered by the internal model. The actuarial function must also 

contribute to understanding how dependencies between these risks and these and other risks 

are established. This contribution shall be based on a technical analysis and shall reflect the 

experience and knowledge of the function. 

The internal model shall be designed and implemented pursuant to the terms and conditions 

of the proposal approved by the Board of Directors at MAPFRE, S.A. or the equivalent body at 

the company. 
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CHAPTER 14 UNDERWRITING POLICY 

 

14.1 OWNERSHIP OF THE POLICY 

 

The Corporate Business and Clients Area. 

 

14.2 SCOPE 

 

This Policy applies to all the MAPFRE Group’s insurers and reinsurers. 
 

14.3 OBJECTIVES 

 

The objective of the Underwriting Policy is to provide the MAPFRE Group with a standard that 

establishes the main underwriting guidelines for the insurance and reinsurance business with a view 

to strengthening the system of governance. Therefore, the Policy shall be in line with the corporate 

business strategy and the Risk Appetite established at any given time by the MAPFRE Group’s 
governing bodies. 

 

As part of the Underwriting Policy, the MAPFRE Group will look to guarantee the prudent underwriting 

of risks, making it possible to achieve the strategic plans and objectives established by the Group’s 
management, without compromising its risk profile. 

 

14.4 GENERAL PRINCIPLES 

 

The organization of the MAPFRE Group, specializing in the different sectors of insurance, requires a 

degree of autonomy in the management of its business and, in particular, in relation to underwriting 

risks and pricing, within the reference framework and limits applicable to the entire Group. 

The Regional Areas will ensure that the Boards of Directors (or the governing body named to this end) 

at the different companies have specific policies for underwriting risks in the sectors of insurance and 

reinsurance in which they operate. However, these specific policies cannot establish guidelines that 

contradict the provisions of the Group’s Policy, and shall bear in mind the other corporate standards 

in force in relation to underwriting (including but not limited to the Fronting Operations Standard, 

Bond Underwriting Model, Risk Management and Risk Appetite Policy, Reinsurance Policy). 

 

This Policy establishes a series of main underwriting guidelines for the Group, which are described 

below: 

 

1. Local policies shall be oriented towards underwriting risk based on the use of solid, objective 

and consistent judgement. 

 

2. The Company’s underwriting rules shall establish the risk and product ratings and pricing, 

applying a prudent approach and an economically sustainable model based on technical 

analyses. 

 

3. The Company's Underwriting Policy may be limited or restricted due to the terms, conditions, 

limitations and exceptions of its reinsurance agreements. To this end, the Company shall not 

underwrite risks that are not protected under these agreements, unless additional protection 

is obtained for a specific individual risk that would otherwise not be reinsured. For sectors in 

which the decision is made to operate on a net retention basis, the procedure set out in 

section 14.7 shall be followed. 
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In any case, any placement must follow the provisions set out in MAPFRE’s Reinsurance Policy 
through, or with the knowledge of, MAPFRE RE as the Group’s specialist. 
 

4. The underwriting policies of the Group's insurers must include an up-to-date list of the sectors 

and types of coverage in which they operate, authorized by the regulatory body in the country 

accordingly. 

 

5. Before starting to operate in a new sector or product line, an analysis shall be performed as 

regards the continued future availability of the financial assets required to ensure compliance 

with the obligations assumed with customers. The procedure is set out in section 14.7. 

 

6. Local companies must have established the necessary controls for the prevention of fraud in 

underwriting processes, which prevent covering undesired risks pursuant to local underwriting 

rules. 

 

7. The MAPFRE Group has committed to including ESG (environmental, social and governance) 

matters corresponding to the Group’s insurance activity in its underwriting process.  

 

14.5 GROUP’S UNDERWRITING POLICY COMMITTEE 

 

The main objective of the MAPFRE Group’s Underwriting Policy Committee is to promote, develop and 
update this Policy. 

 

a) Composition 

This Committee is made up of representatives of each of the following areas at the Group: LATAM 

South, LATAM North, Brazil, Iberia, North America, Eurasia, Assistance Unit, Global Risks Unit, MAPFRE 

RE, Corporate Actuarial Office, Corporate Risk Office, Corporate Strategy and M&A Area, Corporate 

Digital Business Management and Corporate Business and Clients Area. 

 

b) Functions 

The Committee is responsible for the following: 

 

1. Reviewing and updating, where appropriate, the MAPFRE Group’s Underwriting Policy, at least 
once every six months. 

 

2. Reporting to and advising the Global Business Committee on any matter related to the companies’ 
Underwriting Policies. 

The Committee shall meet at least once every six months to comply with its duty to review and update 

the Policy. However, extraordinary meetings may be held when urgent matters require discussion. 

 

Resolutions shall be adopted with the approval of at least 2/3 of its members. The representative of 

the Corporate Business and Clients Area shall serve as the Secretary of the Committee. 

 

The resolutions adopted by the Committee shall be reported to the Global Business Committee, which 

shall be responsible for deciding on the matters reported to the Executive Committee for their final 

approval. 
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14.6 COMPANIES’ UNDERWRITING POLICIES 

 

The companies shall have their own local Underwriting Policies, which shall be aligned with the 

MAPFRE Group's Underwriting Policy. 

 

The local underwriting policies, in addition to taking into consideration the main underwriting 

guidelines indicated in section 14.4, shall also contain at least the following aspects: 

 

a) The type and nature of insurance activity, such as the type of insurance risk that the company is 

willing to accept. 

 

b) Consideration of reinsurance and other techniques for mitigating risk by the company, as part of 

the design of a new insurance product and the calculation of the premium. 

 

c) The internal underwriting limits for the different products or product classes. 

 

d) Strict control of exposure to Catastrophes and adequate protection from them. 

 

e) The maximum acceptable exposure to concentrations of specific risks. 

 

f) List of the types of excluded risks, both at the decision of the Group (section 14.7.c)) and on 

account of local circumstances of a technical nature and related to the economic, political and 

social backdrop. 

 

The company shall ensure that all established underwriting policies and procedures are applied 

throughout all distribution channels. 

 

As indicated in Section 14.4, before starting to operate in a new sector or product line, the company 

must reasonably consider the continued future availability of the financial assets required to ensure 

compliance with the obligations assumed with customers. To this end it shall draw up a feasibility plan 

in which the Actuarial and Investment Areas must express their opinion as regards the technical and 

financial feasibility of the new sector or type of product. 

 

Group companies must constantly monitor the guidelines set out by the Corporate Areas in relation to 

action criteria in the event of an epidemic or pandemic, to ensure their response is in line with their 

provisions as regards underwriting. As a general rule, MAPFRE companies shall exclusively cover events 

and/or circumstances expressly included in the general conditions. Furthermore, the coverage of 

epidemics/pandemics shall always be subject to the existence of a reinsurance protection framework, 

under the technical management of MAPFRE RE, avoiding gaps in coverage between the conditions of 

the insurance policy and the reinsurance contract/agreement. 

 

Although the Underwriting Policy and the Risk Appetite are expects that must be closely related, their 

formal relationship is established at a company level. However, there are certain aspects of the Risk 

Appetite that must be considered at a Group level, such as the degree of territorial concentration or 

counterparty risk, and as a result of the company's Underwriting Policies, consideration must be given 

to these conditioning factors and limitations. 

 

The Regional Areas shall ensure that the companies have the aforementioned Underwriting Policy in 

place and the Corporate Business and Clients Area shall provide the MAPFRE Group's Underwriting 

Policy Committee with a status update. In turn, the global Business Units shall provide this information 
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directly to the Corporate Business and Clients Area, which shall share the information with the 

aforementioned Committee. 

 

14.7 AUTHORISATION PROCESSES 

 

The majority of operations shall not require any authorization processes beyond those defined by each 

company, although for certain types of operations, products or sectors, and based on the functions 

approved by the Board of Directors at MAPFRE, S.A. For different regional and local structures at the 

Group, in addition to the rules of the Local Management Committees, the procedures indicated below 

shall be followed: 

 

a) Sectors, products and types of operations subject to a special authorization process 

 

1. Start of operations in new sectors and therefore, types of insurance operations in which the 

company has no experience. In these cases, the company must prepare a business project and 

the different areas involved shall express their opinion in relation to its feasibility in terms of 

the following aspects: actuarial, risks, technical, commercial, technological, operational, 

administrative, investments, legal and sustainability. 

 

2. Operations whose underwriting individually entail a high concentration of risks. The threshold 

shall be established by the company in its local Underwriting Policy and it shall comply with 

the provisions of the Risk Appetite determined at any given time for the Group. 

 

3. Accepted reinsurance operations in which, with a view to ensuring that they do not surpass 

the thresholds established in the Risk Appetite, the Executive Committee at MAPFRE, S.A. shall 

be informed of any risk underwriting exercises that exceed these limits. 

 

4. Insurance sectors that are not protected by the Company’s reinsurance contracts or any 
specific additional protection. 

 

5. Generally speaking, types of insurance operations that entail exceptions to the Company's 

Underwriting Policy. 

 

b) Special authorization process 

For the cases indicated in letter a), approval shall be required from the Local Management Committee 

(presided over by the Local CEO); when no such committee is in place, an equivalent body at the 

insurer. In the case of Assistance, Services and Special Risks, Global Risks and Reinsurance Business 

Units, this function is performed by the Unit's Management Committee.  

In addition to local approval, approval shall also be required from the Regional Management 

Committee. 

In the case of fronting operations, the procedure established in the Group’s Fronting Standard must 
be adhered to. And in the case of new Life products, the procedure set out in the Protocol for the 

Launch of New Life Products must be followed. 

 

c) Excluded operations 

MAPFRE Group companies must fulfil the commitments assumed by the Corporate Sustainability 

Committee and approved by the Board of Directors at MAPFRE S.A., in relation to insurance and 

reinsurance operations related to the Coal and Oil & gas industry. Exceptions may be established on a 

case-by-case basis, which shall be evaluated bearing in mind the Company's internal systems of 
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environmental, social and governance (ESG) analysis. As part of the evaluation, the development status 

of the country in line with the UN classification, the country's reliance on coal or the consideration of 

renewable or low coal alternatives shall be included, in addition to others. 

 

 



Solvency II Policies of the MAPFRE Group 

CHAPTER .- POLICY FOR THE ESTABLISHMENT OF TECHNICAL PROVISIONS 66 

CHAPTER 15 POLICY FOR THE CONSTITUTION OF TECHNICAL PROVISIONS 

15.1 OWNERSHIP OF THE POLICY 

The Corporate Actuarial Office. 

15.2 SCOPE 

This Policy on the constitution of technical provisions applies to the Group’s insurers and reinsurers. 

Consideration shall be given to the principle of proportionality in terms of the application of this Policy. 

15.3 OBJECTIVES 

This document implements the Policy on the constitution of technical provisions referred to in Articles 

41 and 44 of Directive 2009/138/EC of the European Parliament and of the Council on the taking-up 

and pursuit of the business of insurance and reinsurance. 

The aim of this Policy is to ensure compliance with this requirement, encompassing the management 

of technical provisions within the governance system and the MAPFRE Group’s business strategy. 

The actuarial procedures and principles employed by each company to recognize and measure each of 

the technical provisions, which must be constituted pursuant to the corresponding regulations, are 

reflected in the Technical provisions policy and the additional documentation related to each 

company. 

15.4 GENERAL PRINCIPLES 

MAPFRE’s general principal, as set out in the corresponding Policy, is to constitute technical provisions 
that faithfully reflect the specific or estimated value of the obligations assumed in the form of 

insurance or reinsurance contracts entered into, and the expenses related to complying with these 

obligations. In compliance with this principle, the data used to calculate the technical provisions shall 

be appropriate, comprehensive and precise. 

 

The general philosophy when it comes to constituting reserves at MAPFRE can be summarized as 

follows: 

• Recognition of all the commitments arising from the risks associated with insurance 

obligations, considering the corresponding underlying assumptions in each case to proceed 

with these calculations. 

• Immediate reaction in the estimation of possible unfavorable patterns in terms of the 

development of the claim loss ratio.  

• Use of the most recent claim loss ratio to estimate most recent claimable event development 

years.  

• Comparison of claimable event frequency and cost data against the predictive models used 

during the pricing process. 

• Prudent incorporation of positive claim loss ratio developments, in particular in medium and 

long-term validity sectors.  

The MAPFRE Group’s constitution of provisions is reflected in the aggregation of provisions constituted 
by the companies. Ultimate responsibility for the constitution of provisions falls upon the Board of 

Directors of the governing body to which responsibility for this decision is delegated. Responsible for 

supervising the calculation of technical provisions at companies falls upon their Actuarial Office. 
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Notwithstanding the foregoing, the Corporate Actuarial Office is the department at the MAPFRE Group 

responsible for the reliability and adequacy of technical provisions at the Group. 

15.5 GOVERNANCE SYSTEM IN RELATION TO THE CONSTITUTION OF PROVISIONS AT THE GROUP 

The Corporate Actuarial Office is responsible for: 

• Coordinating the calculation of technical provisions. 

• Ensuring the suitability of the methods and base models used, in addition to the hypotheses 

employed in the calculation of the technical provisions. 

• Assessing the sufficiency and quality of data used in the calculation of technical provisions. 

• Informing the administrative body about the reliability and suitability of the calculation of the 

technical provisions. 

• Cross-checking the calculation of technical provisions based on accumulated experience. 

• Supervising the calculation of approaches used in the valuation of technical provisions, in cases 

in which there is insufficient data of sufficient quality to apply a reliable actuarial model to a 

series of insurance obligations. 

• Promoting internal and external validations of technical provisions at companies, when 

considered appropriate.  

In the event that, as a result of the validation of technical provisions, a surplus or shortcoming in 

provisions is detected, as a result of a comparison of the best estimate and the accounting provision, 

the company shall propose a systematic plan for correcting the difference, pursuant to the guidelines 

issued by the Corporate Actuarial Office. 

At least once per year, the Corporate Actuarial Office issues a report to the governing bodies containing 

at least the following information: 

i. Conclusion on the adequacy of the technical provisions. The Corporate Actuarial Office 

provides a Group-wide opinion on the accuracy and adequacy of the technical provisions of 

the companies. This analysis shall be supported by an analysis that studies the sensitivity of 

the technical provisions to each of the main risks underlying the obligations covered by the 

technical provisions. 

ii. Information on technical provisions. In addition to the general information, an explanation is 

provided of how the sufficiency of the technical provisions has been assessed.  

iii. Status of technical provisions at the start and end of the year. 

iv. Description of the process for constituting technical provisions. 

v. Sufficiency and quality of the data. 

vi. Description of the calculation methods employed. 

vii. Comparison of the best estimate vs. experience. 

Control of technical provisions 

 

The constitution of sufficient technical provisions as part of insurance operations represents a decisive 

factor when it comes to maintaining the solvency of the business and is a fundamental base for 

ensuring compliance with the obligations of insured parties. 

 

To guarantee and comply with this purpose, MAPFRE has established a control system, consisting of 

different review levels that ensure the reliability of the process of constituting technical provisions: 
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i. The process of constituting technical provisions at companies must be documented, providing 

details of the extent to which expert judgement has been used. This documentation must be 

sufficient to verify the amounts constituted. 

ii. The Actuarial Office at the company coordinates the calculation and ensures the sufficiency of 

the technical provisions.  

iii. Each year, unless a different frequency is established, the calculations made must be subject 

to a validation process. The company shall report the outcome to the Corporate Actuarial 

Office, which shall perform the validation and assume responsibility for the frequency thereof, 

if it is not performed annually. In any case, the calculations shall not be validated by those 

responsible for performing them. 

iv. Notwithstanding the foregoing, the Corporate Actuarial Office may validate calculations at its 

own initiative or at the request of another Corporate Area or Office at the MAPFRE Group, the 

Territorial or Regional Areas to which the company reports or the governing bodies. 

The Corporate Actuarial Office is responsible for approving the actuarial tools of reference that must 

be used to calculate the technical provisions. 

Methodologies employed 

 

To calculate the technical provisions, MAPFRE Group companies use actuarial methods, unless given 

the nature of the business, volume or local regulations, this is not possible. 

 

In relation to benefit provisions, the companies use quantitative data in relation to the evolution of 

the claim loss ratio, combined with the introduction of expert judgement when necessary. Data is 

grouped into homogeneous risk groups that take similar development factors and/or sufficient volume 

into consideration to extract claim loss ratio development patterns. 

 

Bearing in mind the specific nature of each sector, MAPFRE Group companies generally employ the 

following methods in the calculation of benefit provisions: 

1. Deterministic methods. 

• Case-by-case methods. These methods entail an individual estimate of the final value of 

each claimable event. 

• Average cost and frequency methods. These methods aim to determine the final average 

cost and frequency, to determine the provisions to be set aside. 

• Development factor methods. These are variations of the Chain Ladder or Link Ratio 

method, expanded using parametric adjustments for the validity of the time distribution of 

the claim loss ratio. 

• Bornhuetter Ferguson. This method makes it possible to combine available claim loss 

information with additional claim loss information that is as yet unavailable. 

2. Stochastic methods. 

•  Mack method. This makes it possible to estimate the typical deviation seen using the Chain 

Ladder method. 

• Bootstrap method. Using this resampling technique, the empirical distribution of the 

company's provisions is obtained. 

 

Risk limits in relation to benefit provisions 
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As regards setting aside non-life business provisions at insurers/reinsurers, specific tolerance 

thresholds are defined. These levels are based on percentiles in relation to the distribution of possible 

net benefit provisions, as per the following scale: 

 

Green zone Yellow zone Red zone 

45-60 percentile 40-44 and 61-70 percentiles Other percentiles 

 

• Green zone: the accounting provision is within the appropriate distribution percentiles. The 

provisions need no corrections. 

• Yellow zone: the accounting provision is within the reasonable distribution ranges. Follow-up 

meetings are organized between the Corporate Actuarial Office and the Actuarial Office at the 

company to monitor possible deviations in relation to the adequate values. 

• Red zone: the accounting provision is outside the percentiles selected in the previous two 

groups. A plan must be activated to bring it back in line with the central actuarial estimate, 

which must be agreed upon with the Corporate Actuarial Office. 

 

Description of the data 

 

The aggregation of the Group’s technical provision data is performed using an accounts consolidation 

tool. The data entered into the tool are supervised and controlled by the corresponding Administrative 

Director of the companies and the MAPFRE Group’s Consolidation Office. This ensures the overall 

consistency of the data, as a single, global system is used for MAPFRE in its entirety. 
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CHAPTER 16 INVESTMENT POLICY 

16.1 OWNER OF THE POLICY 

The Corporate Investment Area with respect to the management of transferable investments. 

The Real Estate Area regarding the management of real estate investments. 

The Corporate Investment Area has as its main function the management of transferable investments, 

while the Real Estate Area has as its main function the management of properties, both destined for 

own use and for rental to third parties. The two areas act in a coordinated manner, under the 

responsibility of the Corporate Finance and Procurement Area of the Group. 

16.2 SCOPE 

The main regulatory framework governing investment management processes and their control 

consists of the Investment Policy and the Frame of Reference approved annually by the Board of 

Directors following a proposal made by the Executive Committee. 

The Board of Directors of each Group insurance company shall approve the Investment Policy 

contained in this document, with any adaptations necessary to comply with the country legislation for 

each company. It shall also approve the Frame of Reference adapted to local particularities in terms of 

risk limits, concentration, derivative operations and structured financial assets, or any other type of 

investment regulation of the insurance sector in each country. 

Affiliated companies and companies integrated in the MAPFRE Group for which investment 

management does not fall to MAPFRE but, by shareholders' agreement, to another shareholder, are 

not required to have their Board of Directors approve this Investment Plan. However, it would be 

reasonable for the Plan to be distributed among the Senior Management of such companies to achieve 

the maximum homogeneity possible in the provisions of shareholders' agreements. 

The management principles contained in this Investment Policy apply both to investments owned by 

MAPFRE and to investments which integrate collective investment instruments for sale to third parties 

and which are managed by MAPFRE. 

16.3 OBJECTIVES 

The objective is to establish the framework to be applied in investments management in order to 

combine a multinational management model with great capacity for local implementation. 

16.4 GENERAL PRINCIPLES  

Investment management should be developed in an internal control environment that allows for the 

integrity of transactions, accuracy of information, and efficiency and effectiveness of operations. 

Procedures should be based on an appropriate system of segregation of functions and authorization 

levels that determine appropriate internal control.  

 

Among the strategic objectives of MAPFRE, from a financial perspective, is that of "Managing 

investment taking into account the commitments assumed and taking only those risks that can be 

assumed." In order to achieve this objective, investment management needs to be governed by the 

following basic principles: 
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16.4.1 THE PRINCIPLE OF COVERING THE COMMITMENTS INSURED 

The investment policy must be oriented toward meeting commitments to the insured. In this regard, 

investment portfolios should be cataloged and each portfolio managed in line with this classification, 

which will respond to the nature of the commitments made to the insured. 

16.4.2 THE PRINCIPLE OF PROFITABILITY 

Investments must be designed to achieve maximum profitability, within the reference framework and 

investment limits that must each management center must respect.3 In addition, homogeneous 

metrics should be applied to the profitability of investments and to comparisons with the profitability 

benchmark, depending on the type of portfolio. 

16.4.3 THE PRINCIPLE OF PRUDENCE 

Investments should be selected with the aim of preserving the value of the assets. Therefore, a 

prudent policy of investment choices and risk acceptance is necessary. In applying this principle, the 

following will be necessary: 
 

a) That only assets or instruments whose risks may be determined, measured, and monitored 

are invested in. 

b) That there is a policy on setting risk limits, which must be endorsed by the corporate bodies 

deemed appropriate in each country or Management Center. 

16.4.4 THE PRINCIPLE OF DIVERSIFICATION  

Portfolio diversification will seek to minimize risks by investing in a portfolio with a set of assets with 

different characteristics. The integration into the same portfolio of assets that have little or no 

characteristics in common determines, by way of compensation, that the risk of the portfolio is less 

than the sum of the risks of each of the assets that it comprises. 

16.4.5  THE PRINCIPLE OF LIQUIDITY 

In general, investments must have a high degree of liquidity, for which the financial assets must have 

a reasonable disposal capacity at reasonable prices. Therefore, illiquid investments should represent 

only a small part of the investment portfolios, and only investments of a markedly conservative 

character in relation to the real estate markets shall be deemed suitable for the investment portfolios. 

Moreover, the insurance companies must have ownership and freedom to dispose of the assets, 

unless they are pledged in guarantee of payment of future benefits. This means that securities lending 

operations cannot be undertaken unless they are repos. 

16.4.6  THE PRINCIPLE OF OPERATIONAL SECURITY 

The management and control of investments requires the operating procedures and procedures for 

establishing and tracking risk limits, tracking returns and the reporting function to be written down 

and collected in a procedures guide. 

16.4.7 THE PRINCIPLE OF EFFICIENCY 

The efficient management of investments will be enhanced by centralizing functions in Corporate 

Areas or other shared centers that are defined for this purpose, in accordance with the applicable 

 
3 The Management Center is understood to be the set of people who make equity asset investment or divestment 

decisions in one country or group of countries for one or more MAPFRE Group companies.  
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function exteriorization requirements. The use of external services shall be limited to tasks or functions 

not available within the Group or whose cost/efficiency ratio makes it advisable to turn to them. 

16.4.8 THE PRINCIPLE OF RESPONSIBILITY 

The management of the investments in the MAPFRE Group must be governed by ethics and alignment 

with the values that represent the Group and are set forth and developed in the Institutional Principles 

and in its Code of Ethics and Conduct. 

16.4.9 THE PRINCIPLE OF SUSTAINABLE INVESTMENT 

In addition to the issues covered in the point above, the investment policy of MAPFRE Group should 

be geared toward achieving sustainable development, incorporating ESG criteria (social, 

environmental and good corporate governance). 

16.5 INVESTMENT SUPERVISION 

The supervision of the investments, management of the risks assumed, levels of profitability and 

fulfillment of the objectives established in this respect in the Strategic Plans is the responsibility of the 

Executive Committee and the Board of Directors of MAPFRE S.A. 

In order to carry out the above-mentioned supervision, the procedures necessary for the presentation 

and analysis of information relating to real estate and property investments shall be established, with 

the definition of the content and its periodicity, and allowing for the effective supervision of 

investments. 

Entities and units shall also establish a supervisory procedure through their governing bodies, which 

meets the legal requirements established in each jurisdiction. 

16.6 IDENTIFICATION AND MANAGEMENT OF CONFLICTS OF INTEREST 

Both MAPFRE S.A. and the MAPFRE Group companies that manage the investments of the companies 

that make up the MAPFRE Group have rules and policies that regulate the procedure to be followed 

so as to identify potential situations of conflict of interest, and also to establish the measures to be 

taken to manage such conflicts. 

 

Such rules and policies shall apply to conflict of interest situations which may arise from the aspects 

covered by this Policy. 
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CHAPTER 17 ASSETS AND LIABILITIES MANAGEMENT POLICY 

17.1 OWNER OF THE POLICY 

The Corporate Risk Office. 

17.2 SCOPE 

This Policy is applicable to all insurance and/or reinsurance companies in the MAPFRE Group. 

17.3 OBJECTIVES 

To set general guidelines, basic principles and a general framework for risk management that 

guarantee a coherent application throughout the Group. 

17.4 GENERAL PRINCIPLES OF ASSET AND LIABILITY MANAGEMENT 

Asset and liability management is integrated into business management so that asset and liability 

decisions are coordinated to manage the risk exposure associated with the change in their economic 

values. 

The following mandatory basic principles are hereby established: 

a) Each MAPFRE Group company must ensure that its asset portfolio is able to generate 

sufficient cash, either through disposal or through its returns, in order to fully meet its 

obligations to third parties on time. 

b) It is not necessary to match each individual liability item to a specific asset item, unless so 

stipulated by a regulatory requirement. 

c) Group companies will invest only in assets and instruments with risks that can be adequately 

determined, measured, monitored, managed, controlled and reported, bearing in mind their 

impact on overall solvency needs. 

d) In the face of potential conflicts of interest, companies shall ensure that investments are made 

to the greatest benefit of their policyholders and beneficiaries. 

e) As a general criterion, cash and liquid assets, bank deposits, fixed income securities, and other 

similar assets with known maturity dates and minimum performance/redemption value are 

considered suitable for hedging all types of liabilities.  

Insurance company liabilities may also be backed by accounts receivable from insurance and 

reinsurance companies or related brokers. Any dependent relationship between different 

types of asset and liability risks and any others related to insurance or reinsurance 

commitments are taken into account. 

f) Attempts must be made to ensure that the difference between the profitability obtained and 

minimum guaranteed profitability for liabilities at least cover the cost of capital for the risks 

assumed under investments. 

g) The potential effects that reinsurance and other risk mitigation techniques may have on asset 

and liability management must be considered. 

h) Asset and liability management must be a dynamic process. As a general criterion, at least 

once a year, the cash flows derived from insured liabilities and the assets covered by them 

will be reviewed, as well as the degree of compatibility between them. 

i) The internal regulation regulating the management of investments will be of subsidiary 

application for those specificities and/or particularities that are not included in this Policy of 

Asset and Liabilities Management. 
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17.5 FOLLOW-UP AND NOTIFICATION 

At least once every year, the Company Risk Office, the Actuarial Office and the Investment Area of 

MAPFRE S.A. at Group level and the insurance and reinsurance companies of the Solvency II 

Supervisory Group, shall prepare a report on the adequacy of asset and liability management and shall 

forward it to the relevant governing bodies. 
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CHAPTER 18 VALUATION POLICY OF ASSETS AND LIABILITIES OTHER THAN TECHNICAL 

PROVISIONS 

18.1 OWNER OF THE POLICY 

The Corporate Risk Office. 

18.2 SCOPE 

This Policy shall apply to the companies of the Solvency II Supervisory Group. 

18.3 OBJECTIVES 

The objective of this Policy is to: 

- Establish procedures for determining the criteria and methodology for the valuation of assets 

and liabilities other than technical provisions, in order to calculate the solvency of the Group 

and its Subsidiary Companies; 

- Establish procedures to ensure adequate documentation and ancillary controls in such 

assessment, including those relating to data quality; 

- Define a review process independent of the valuation method used; 

- Establish the process for periodic reporting to government bodies in relation to the 

functioning of the procedures for the said assessment. 

18.4 SOLVENCY ASSESSMENT PROCESS 

a) Identification of the need to reassess for solvency purposes 

1. It is up to the Board of Directors of MAPFRE S.A. to propose to the competent Spanish 

supervisory authority the names of the Group companies that are not integrated in the 

calculation of the Group's solvency by the method of accounting consolidation. 

2. Once approved by the supervisory authority, Corporate Risk Office shall transmit this 

decision to the Company Risk Office or, in its absence, to the Executive Management, with 

the provisions of this Policy applying. 

3. The accounting department of each company that is covered by the accounting 

consolidation method is responsible for calculating the solvency of the Group so as to 

identify those items whose valuation criteria for consolidation do not meet those defined 

in The low valuation criteria procedure under Solvency II and The procedure for the 

consistency of valuation of IFRS and Solvency II standards. 

4. Once the need to revalue has been identified, the accounting department of each 

company shall propose the revaluation to the relevant area or department so that it can 

be carried out in accordance with the criteria established in The valuation criteria 

procedure under Solvency II and in The valuation consistency procedure according to the 

International Financial Reporting Standards and Solvency II (hereinafter, the area 

responsible for revaluation). 

5. By default, the area responsible for the revaluation will be the area or department 

managing the asset or liability, the Accounting Area, or, failing the above, the Company 

Risk Office. The Company Risk Office, in its work of verifying the consistency of the 

valuation criteria under Solvency II, will advise when necessary the area in charge of 

revaluation. 
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b) Tasks and responsibilities of the area responsible for revaluation 

1. The revaluation area is responsible for correctly applying the valuation criteria provided 

for in The valuation criteria procedures under Solvency II and The valuation consistency 

procedure according to the International Financial Reporting Standards and Solvency II, it 

shall report the values obtained to the accounting department or area and to the 

management area of the asset or liability for its individual treatment, in the case of 

companies of the European Economic Area, or consolidated as appropriate. 

2. The revaluation area will document the valuation models and data sources used, 

forwarding this information to the Company Risk Office. The adequacy of the market data 

used will be reviewed periodically according to experience and the existence of 

alternative sources. 

3. The areas responsible for revaluation shall inform the company's Risk, Compliance, 

Actuarial and/or Internal Audit Offices of any relevant facts for the exercise of their 

responsibilities. 

The Company Risk Office shall include in the regular risk monitoring report to be 

forwarded to the governing bodies any relevant information for the purposes of the 

procedures for the valuation of assets and liabilities other than technical provisions. 

4. In the event that the revaluation is carried out using Method 1 of valuation established in 

The valuation criteria procedure under Solvency II, the revaluation area shall justify and 

document the existence of the active market and the criterion for fixing the market price 

used. 

5. In the event that the revaluation is carried out using Method 2 of valuation established in 

The valuation criteria procedure under Solvency II, the revaluation area shall justify and 

document the lack of an active market and the existence of an active market for similar 

assets and liabilities, indicating the criterion for fixing the market price and the 

adjustments made. 

6. In the event that the revaluation is carried out by applying Method 3 of valuation 

established in The valuation criteria procedure under Solvency II, the revaluation area shall 

document a process that shall contain at least: 

a) A description of the method, objective, key hypothesis, limitation and valuation. 

b) Circumstances in which the method does not obtain adequate results. 

c) A description and analysis of the valuation process and the controls linked to the 

method. 

d) An analysis of valuation uncertainty linked to the method. 

e) In the event that back-testing has been performed, the results of the procedure 

used. 

f) A description of the tools and programs used. 

An independent regular review and verification of the information, data and assumptions 

used in the valuation approach will be carried out, of its results and of the appropriateness of 

the approach with respect to the valuation of assets and liabilities under Method 3. 

Within the supervision of the system of governance, the internal processes adopted to 

approve the assessments and the process established to take into account any external and 

independent assessment or verification of the value of significant assets or liabilities will be 

monitored. 

 



Solvency II Policies of the MAPFRE Group 

CHAPTER .- CREDIT RISK MANAGEMENT POLICY  77 

CHAPTER 19 CREDIT RISK MANAGEMENT POLICY 

19.1 OWNERSHIP OF THE POLICY 

The Corporate Risk Office. 

19.2 SCOPE 

The contents of this policy are applicable to all insurance and reinsurance companies of the Group. 

19.3 OBJECTIVES 

The aim of this Credit Risk Management Policy is to establish the general guidelines, basic principles 

and the general framework of action as regards the management of credit risk, ensuring they are 

applied consistently throughout the Group. 

19.4 IDENTIFICATION, MEASUREMENT, OVERSIGHT, MANAGEMENT AND NOTIFICATION OF 

CREDIT RISK 

Credit risk is defined as the risk of losses or adverse effects on the financial situation as a result of 

fluctuations in the solvency of the issuers of securities, counterparties and any debtors, in the form of 

counterparty default risk, differential risk or the concentration of market risk. Even when there is no 

difference in their nature, for the purposes of this document, we have distinguished between two 

types of credit risk: 

1) Investment credit risk: the credit risk assumed through the acquisition of fixed-income 

securities, derivative instruments and any other financial contract that binds the issuer to 

refunding the amount investment on a specific date, in addition to the payment of explicit or 

implicit returns. 

2) Business credit risk: the credit risk assumed when acquiring a creditor position before a third 

party from outside the Group, for reasons other than those detailed in point 1. 

a) Identification 

Exposure to credit risk is considered as the maximum amount that the Group or a company is able 

to lose at a given time, in the event that any event occurs leading to credit risk (counterparty 

default, differential risk or concentration of market risk). 

1. Credit risk can be assumed in different ways. For example: 

a) In the case of investment credit risk, when using the company's financial resources to 

acquire any type of security, instrument or financial contract that binds the issuer to 

refunding the amount invested on a given date, in addition to the payment of explicit or 

implicit returns. Examples of these are bonds and derivative instruments. 

b) In the case of business credit risk: 

(1) All types of accounts receivable, in particular, outstanding amounts on the issuance of 

insurance policies or accepted reinsurance contracts, in addition to credits with the 

public administrations, shareholders, etc. 

(2) When depositing cash with a financial institution. 

(3) When granting a loan, in particular the financing of policies. 

(4) When arranging a risk mitigating product, such as, for example, a reinsurance contract 
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with a third party, on account of the risk of counterparty default). 

2. The provisions of this document in relation to credit risk management correspond to 

operations that involve the assumption of credit risk before: 

a) Banks, savings banks, credit unions, financial institutions and similar. 

b) Insurers, reinsurers, bond institutions and similar. 

c) Institutions issuing any type of fixed-income securities or other non-variable income 

investment products.  

d) Financing extended to third parties in the framework of corporate transactions. 

3. When the risk arising from the investments is assumed by life insurance policyholders (as in 

the case of unit-linked contracts), these are not included for the purpose of calculating 

exposure to credit risk. 

b) Measurement 

1. For exposures to banks, savings banks, credit unions, financial institutions and similar, the 

exposure to credit risk shall be measured at their economic value. Economic value is considered 

as the sum of the value of the assets that give rise to the credit risk and the value of the off-

balance-sheet items that may give rise to credit risk before the same counterparty. The value 

of these items will be the value that appears in the accounts, as per the International Financial 

Reporting Standards used by the Group for the purposes of consolidation. 

2. For fixed-income securities, derivative instruments and other non-variable income financial 

investments, the exposure to credit risk shall be measured at their economic value. If there are 

any of the credit risk mitigating factors indicated in the Management and mitigation section of 

this Policy, their book value shall be deducted from the aforementioned exposure and added 

to the investment or credit category before the counterparty to which it corresponds in the 

books. 

3. In the case of insurers, reinsurers, bond institutions and similar, exposures shall be measured 

by adding together the book value of all asset balances owned to the company and, in 

particular, the provisions for unconsumed premiums, claimable events pending payment and 

cash or current account balances, deducting, where appropriate, the book value of the deposits 

delivered to the company and the credit mitigating factors indicated in the Management and 

mitigation section of this Policy from the figure obtained as a result, the book value of which 

shall be added to the investment or credit category before the counterparty to which it 

corresponds. Furthermore, consideration shall be given, where appropriate, to the maximum 

losses resulting from the off-balance-sheet material exposures. 

4. The company shall measure the series of exposures before the same business Group or public 

authorities. 

c) Investment instrument or counterparty credit risk profile 

1. When there are alternatives at the time of assuming exposures, companies shall select 

counterparties or investment instruments that, as a minimum, have a credit rating assigned by 

one of the rating agencies recognized by the “US Securities and Exchange Commission” or the 

“European Securities and Markets Authority”. Ratings assigned by agencies officially 

recognized by the public authorities of the country in which the company operates may also 

be used. In these cases, the company shall report this to the Corporate Risk Office, for a check 

to be performed on the equivalence of the rating proposed and for its use to be authorized. 
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The Corporate Risk Office shall make a list of all accepted ratings agencies available to the 

companies, as indicated in the above paragraph. None of the accepted ratings agencies are 

given any particular preference.  

2. The investment instrument or counterparty rating assigned by one of the aforementioned 

agencies shall be at least “BBB” or equivalent, with the exception established in the 

Management of reinsurance credit risk section contained in the Policy on reinsurance and 

other risk reduction techniques. Different rules apply in the following cases: 

a) For exposures in local currency and governed by the law of the country in which the 

company operates, the rating assigned in line with a national scale may be used. The 

Corporate Risk Office may establish rules of equivalence between local and international 

scales. 

b) For exposures in a currency other than the local currency or governed by the law of a country 

other than the country in which the company operates, the rating assigned in line with an 

international scale shall be used. 

c) Exposures to states or the agencies thereof in local currency and governed by the law of the 

country in which the company operates, shall not be subject to minimum rating 

requirements. 

d) The provisions of the section above shall also apply to exposures to third parties in local 

currency and governed by the law of the country in which the company operates that have 

an explicit or implicit guarantee from the state or one of the agencies thereof. For implicit 

guarantees, the provisions of this section shall only apply if the third party in question has 

a rating equal or to higher than the state in question. 

e) If the counterparty or investment instrument has more than one credit rating, the second 

highest rating of those issued shall be used. 

3. For exposures to counterparties of investment instruments that do not have any rating, or 

whose rating is lower than the levels indicated in point 2 of this section, it is recommended 

that they are covered in their entirety by a risk mitigating factor. 

4. If it is considered appropriate for business reasons or based on the characteristics of the local 

financial market to assume exposures to counterparties or investment instruments that have 

no rating or whose rating is lower than the levels indicated in point 2 of this section, and they 

are not covered by any credit risk mitigating factor, they must be approved in advance by the 

Board of Directors or equivalent body at the company or by the persons to whom this power 

of approval has been delegated. In this case, the assumption of these exposures shall be 

subject, a posteriori, to ratification by said Board of Directors or equivalent body. 

5. Situations may occur in which a counterparty originally satisfied the requirements established 

in point 2 of this section but suffers a drop in their rating (aka, fallen angels). Mergers may also 

take place that result in an increase in the concentration. In these cases, an orderly plan shall 

be prepared for the cancellation of the exposure, with a view to preventing the risk of losses 

in advance, with the exception of cases in which the likely future evolution of the 

counterparty’s credit profile recommends immediate cancellation to prevent greater losses. 

When, for business reasons or in compliance with contractual commitments, it is considered 

necessary to maintain the exposure, the provisions of point 4 of this section shall be applied. 

6. The credit risk management of reinsurance counterparties shall be governed by the provisions 

of the Management of reinsurance credit risk section of the Policy on reinsurance and other 

risk reduction techniques. 
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d) Exposure limits 

1. Exposures shall be measured at the percentage obtained from the ratio of their economic value 

and the equity of the investment company, both measured pursuant to the International 

Financial Reporting Standards used to prepare the accounts for the purposes of consolidation 

at the Group. 

2. Exposures measures pursuant to the provisions above shall be subject to the maximum 

counterparty or issuer limits indicated below: 

 Green zone Yellow zone 

Counterparties with a rating greater than or 

equal to “BBB” 
15% or lower 

Between 15% and 

20% 

Counterparties with a rating of less than “BBB” 5% or lower Between 5% and 10% 

These limits shall not apply to the exposures indicated in points 2.c and d of the Investment 

instrument or counterparty credit risk profile section of this Policy. 

3. As regards banks, savings banks, credit unions, financial institutions and similar, the total 

exposure may come to a maximum limit of 25 percent, regardless of their rating and only for 

the purposes of considering the cash deposited with them. This limit supplements the limits 

set out in point 2 of this section. Exposures to counterparties or issuers beyond the limits 

exposed in points 2 and 3 of this section shall be in the red zone pursuant to the MAPFRE Group 

Risk Appetite, with the provisions of said Appetite applicable to them. 

4. Exposures beyond the limits indicated in points 2 and 3 of this section at the time that this 

policy came into force, may be held to maturity. Furthermore, they may remain in the case 

that the limits established are exceeded as a result of exposures maintained by two 

counterparties that merge together. On account of the foregoing, new creditor positions may 

not be acquired before the counterparty of issuer indicated until the percentage measured in 

line with the provisions of point 1 of this section is brought within the limits established in 

points 2 and 3 of this section. 

5. In cases in which MAPFRE shares ownership of a company with other shareholders, the 

exposures of said company to these shareholders may be of a higher percentage, subject to 

approval from the Corporate Risk Office. The provisions of this section shall not apply to cases 

in which MAPFRE has assumed a contractual commitment with other shareholders that 

imposes investment obligations that may exceed the maximum limits established. However, 

these maximum limits shall be considered when signing new agreements in the future or when 

renegotiating the existing agreements. 

6. The corresponding Regional Management or Corporate Risk Office shall be informed when the 

series of exposures to counterparties or investment instruments do not have any rating or 

whose rating is lower than the levels indicated in point 2 of the Investment instrument or 

counterparty credit risk profile section of this Policy, and they are not covered by any credit 

risk mitigating factor, exceeds 50 percent of the company's equity. The Corporate Risk Office 

may issue instructions as regards the resources, breakdowns and procedures for sending 

information in relation to these exposures. 

7. The Board of Directors or equivalent body at the company may delegate the decision as regards 

the investment in or divestment of property assets in a country or group of countries, for one 

or more MAPFRE Group companies, to an Investment Management Centre. Each company or 

Investment Management Centre may establish their own limits, provided that they comply 

with the requirements established for the entire Group. More restrictive limits than those 
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established in sections 2 and 3 may be established, although in no case may limits be 

established that result in the risk assumption exceeding the maximum tolerances approved for 

the Group as a whole. 

8. The Board of Directors or equivalent body at the corresponding companies may approve 

different temporary limits to those established in point 2 and 3 of this section for companies 

recently created or that form part of the MAPFRE Group as a result of a merger, absorption or 

acquisition, with a view to granting them with a reasonable period of time for their business 

volume and operating structure to allow them to comply with the requirements of this Policy, 

informing the corresponding Regional Management and the Corporate Risk Office of this. 

9. The Risks Committee at MAPFRE, S.A. shall verify, at least once per year, the effectiveness and 

appropriateness in terms of the Group’s characteristics of the limits established in this Policy, 
escalating any amendments deemed necessary to the Board of Directors at MAPFRE, S.A. for 

approval. 

10. Companies that are not insurers or reinsurers shall request authorization from the Corporate 

Finance and Resources Area to assume or maintain exposures of more than 20 million euros or 

the equivalent value in another currency. The provisions of this section shall apply to these 

exposures. 

e)  Oversight 

Those assuming exposures to counterparties or investment instruments shall assume 

responsibility for ensuring they comply with the provisions of the Instrument or counterparty 

credit risk profile section and Exposure limits section of this Policy. The Company Risk Office at 

the company shall ensure compliance with this requirement. The Corporate Risk Office shall be 

equipped with systems for obtaining information from Group companies with a view to ensuring 

compliance with this requirement. 

f) Management and mitigation 

The use of credit risk mitigating factors is recommended. When arranging credit risk mitigating 

factors, their impact on the profitability of the exposure will be assessed, with a view to limiting 

the cost of the protection taken out. 

g) Monitoring and Notification 

1. The Company Risk Office at the company shall prepare and send periodic monitoring reports 

in relation to credit risk exposure to the company's Board of Directors or equivalent body, the 

corresponding Regional Management and the Corporate Risk Office. This information shall be 

provided at least once per quarter. 

2. With a view to guaranteeing that exposures to insurance and reinsurance counterparties are 

monitored, the Security Committee has been created, which meets at least once every six 

months to review exposures to insurance and reinsurance counterparties. The Security 

Committee shall be chaired by the Director of the Corporate Risk Office and comprised of, at 

least, representatives of MAPFRE RE, MAPFRE GLOBAL RISKS and MAPFRE SPAIN, in addition 

to the Director of Administration at the MAPFRE Group and a representative of the Corporate 

Business and Clients Area. Its activities shall focus on: 

a) Reviewing the Group’s main exposures to counterparties. 

b) Assessing the suitability of granting exceptions. 

c) Approving the actions to be undertaken to manage counterparty risk, which shall be 

binding upon all Group companies. 
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d) Assessing, insofar as possible, the suitability of the external credit ratings used in the 

calculation of technical provisions and the solvency capital requirement, with a view to 

avoiding the automatic reliance on external assessments. 

3. The Security Committee at MAPFRE S.A shall report its conclusions to the Executive 

Committee. 
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CHAPTER 20  REINSURANCE POLICY AND OTHER RISK REDUCTION TECHNIQUES 

20.1 OWNER OF THE POLICY 

MAPFRE RE, Compañía de Reaseguros, S.A.  

20.2 SCOPE 

This Policy is applicable to all MAPFRE Group insurance and reinsurance companies.  

20.3 OBJECTIVES 

 

- To establish general guidelines and basic principles of reinsurance and other insurance risk 

reduction techniques. 

 

- To unify the bases, so the Group can analyze, assess and document the efficacy of all insurance 

risk mitigation techniques used, including, but not limited to, reinsurance. 

 

20.4 GENERAL PRINCIPLES 

 

The basic mandatory principles that must inspire management of the use of reinsurance and other risk 

mitigation techniques are as follows: 

 

a) Principle of optimization of capital consumption:  

Consumption of capital in MAPFRE Group will be optimized at all times. 

 

b) Principle of optimization of conditions: 

The aim will always be to obtain the best possible conditions for the MAPFRE Group and for 

MAPFRE Group insurance and reinsurance companies, promoting the optimization of 

retentions, coverage and costs. When appropriate, homogeneous risks will be grouped, 

regardless of the company generating them, to increase the degree of protection, achieve a 

higher bargaining power with the reinsurance companies of MAPFRE Group and optimize the 

consumed capital remuneration. 

 

c) Principle of counterparty solvency: 

Reinsurance must be assigned to counterparties that have been previously and expressly 

authorized, in compliance with the procedures and restrictions established in the Credit Risk 

Policy, in line with the "Reinsurance credit risk management" section of this Policy. 

 

d) Principle of effective transfer of risk: 

It must be ensured that reinsurance and other insurance risk mitigation techniques are 

effective and result in the effective transfer of risks established by the MAPFRE Group or 

MAPFRE Group insurance and reinsurance companies, taking into account the risks derived 

from the use of each of these techniques. 

 

e) Principle of suitability of the level of risk transfer: 

The risk transfer and retention level must be adapted to the risk limits defined by the MAPFRE 

Group and MAPFRE Group insurance and reinsurance companies. 

 

The most suitable type of reinsurance agreements – or other risk mitigation techniques – must 

be analyzed, taking into account the risk profile of the MAPFRE Group and of each of the 

MAPFRE Group insurance and reinsurance companies. 
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20.5 TASKS, PROCESSES, PROCEDURES AND ASSIGNMENT OF RESPONSIBILITIES 

 

20.5.1 CEDED / RETROCEDED REINSURANCE 

 

a) MAPFRE Group insurance and reinsurance companies shall be responsible for: 

• Properly identifying the appropriate risk transfer level for their previously defined risk 

limits. 

• Designing what type of reinsurance agreements are most appropriate taking into 

account their risk profile, counting on the technical advice that will be provided by 

MAPFRE RE. 

 

b) MAPFRE S.A.'s Executive Committee will be responsible for defining the level of retention 

and coverage to be acquired by the Group as a whole. The retentions and coverage levels of 

each MAPFRE Group insurance and reinsurance company are defined by the company itself 

(based on its shareholders' equity, turnover, risk profile and Risk Appetite). Its C-Suite will 

therefore be responsible for approving the strategy associated with reinsurance risk 

assignment, after receiving the reports of its risk management area and its actuarial area. 

The Board of Directors or equivalent body of the companies concerned is ultimately 

responsible for supervising the strategy and managing the ceding of reinsurance, and for 

complying with the principles included in this Policy. 

 

c) In cases where MAPFRE RE, Corporate Risk Office or the Corporate Actuarial Office consider 

that the retention, or level of coverage to be purchased individually by an insurance and 

reinsurance company of the MAPFRE Group, may excessively expose or compromise the 

solvency or compliance with the strategic objectives of the MAPFRE Group, they shall submit 

this decision to the Group's Executive Committee, after coordination between them. 

 

d) Reinsurance agreements: 

 

• Reinsurance contracts (non-optional): MAPFRE RE will underwrite 100 percent of all 

reinsurance contracts in close collaboration with the reinsurance departments of the 

insurance and reinsurance companies of the MAPFRE Group and in coordination with 

the Regional Areas. 

 

• Facultative: Facultative cedings are managed and placed directly by MAPFRE Group 

insurance and reinsurance companies on the open reinsurance market, in accordance 

with the provisions of this Policy. 

 

A mandatory ceding of 10 percent of all facultatives to MAPFRE RE (SuperFAC) is 

established, with the sole exception of the exclusions and monetary limit set out in the 

SuperFAC Regulations. MAPFRE RE can increase its participation on a case-by-case basis 

and the MAPFRE Group insurance and reinsurance companies must grant that 

participation on a preferential basis at the time of the ceding of the definitive 

participations. Section g) will not be applicable to cedings made to captive or similar 

companies as part of the operational framework of the Global Risks Area. 

 

• Optional facilities: Any reinsurance transfer agreement, with one or more reinsurers, of 

various risks of certain characteristics, either automatically or on a case-by-case basis, 

shall be known and authorized by MAPFRE RE. 

 

• Mortgage Portfolio  
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- Catastrophic mortgage portfolio protections tendered on a recurring basis are 

managed and placed directly by the MAPFRE Group's insurance and reinsurance 

companies on the open reinsurance market, The reinsurance tables and brokers 

used in cases where the coverage limit exceeds 100 million euros should be used in 

all approved reinsurers in order to maintain adequate credit risk control of the 

MAPFRE Group. 

 

- The compulsory ceding of 10 percent (SuperFAC) must be applied. However, 

MAPFRE RE can opt to reduce the percentage mandatory application if it considers 

that the catastrophic exposure assumed exceeds the limits. 

 

• Other: Any other reinsurance agreement not mentioned in the above points shall be 

recognized and authorized by MAPFRE RE. 

 

e) In the case of global programs protecting various MAPFRE Group insurance and reinsurance 

companies, MAPFRE RE will be responsible for distributing the costs, in accordance with the 

current conditions and prices in the markets in which they operate. MAPFRE RE will apply 

market prices on a technical and documented basis, providing the companies with all 

information to justify the proposed conditions. 

 

The cost allocation structure for MAPFRE Group's catastrophic protection will be approved by 

the Executive Committee of the Group on the proposal of MAPFRE RE, following the criteria 

mentioned in the above paragraph. 

 

f) MAPFRE RE will establish the procedures required to assess and control the diversification 

to exposure of the reinsurance counterparties and their credit ratings on an ongoing basis. 

 

g) MAPFRE RE will be responsible for identifying and sharing the best ceded reinsurance 

practices. 

 

h) MAPFRE RE will promote training in reinsurance practices for the Business Units, either by 

MAPFRE RE or by the reinsurance companies of MAPFRE Group. 

20.5.2 CEDED / RETROCEDED REINSURANCE THROUGH CAPTIVE COMPANIES 

The transfer to captive or analogous companies shall be subject to the MAPFRE Group's Fronting 

Standard and shall be reviewed by the actuarial and risk management areas of each MAPFRE Group 

insurance and reinsurance company. 

 

20.5.3 OTHER RISK MITIGATION TECHNIQUES 

 

MAPFRE Group insurance and reinsurance companies may use insurance risk mitigation techniques 

not related to reinsurance if they consider that this is best suited to their profile and risk limits. The 

above will be subject to express approval by their management body, following a report by MAPFRE 

RE in coordination with the risk management area and the actuarial area of each relevant MAPFRE 

Group insurance and reinsurance company. These operations shall be subject to the requirements 

established in this Policy. 

 

20.5.4 DOCUMENTATION AND INFORMATION PROCEDURES 

 

a) Each MAPFRE Group insurance and reinsurance company shall be responsible for: 
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i) Assessing and documenting the risks derived from the implementation of the insurance 

risk mitigation measures, how they are implemented, the actions adopted to face these 

risks and the potential consequences of the latter. These documents will include how the 

company takes reinsurance or other insurance risk mitigation techniques into account 

when designing new products and calculating the premium. This assessment shall be 

carried out in coordination with MAPFRE RE after consulting with its risk management 

area and its actuarial area. 

 

ii) Sending MAPFRE RE the information about exposure (catastrophic and per risk) as and 

when required, in coordination with its risk management area and its actuarial area. 

 

b) MAPFRE RE, in coordination with Corporate Risk Office and the Corporate Actuarial Office, 

shall be responsible for:  

i) Analyzing and preparing a report about the effectiveness of all insurance risk mitigation 

measures taken for the MAPFRE Group, including MAPFRE RE itself, as well as the 

significant risks inherent in these mitigation measures. This analysis will be presented 

every year to the Executive Committee of the Group. 

 

ii) Documenting and informing the Executive Committee of the Group about the significant 

risks for MAPFRE Group derived from ceded / retroceded reinsurance or other insurance 

risk mitigation measures, the measures adopted to face these risks and the potential 

consequences of the latter in potentially adverse scenarios. 

 

iii) Preparing and submitting reports to the governing bodies of the MAPFRE Group and of 

MAPFRE Group insurance and reinsurance companies, as well as to Corporate Risk Office 

and Corporate Actuarial Office when needed, in relation to the exposure to catastrophic 

risk and to the reinsurance counterparty in the Group. To this end, the insurance and 

reinsurance companies of the MAPFRE Group must provide MAPFRE RE with all the 

necessary information. 

 

c) The Corporate Actuarial Office of the MAPFRE Group insurance and/or reinsurance company 

shall be responsible for:  

i) Assessing the suitability of the company's reinsurance agreements.  

 

ii) Issuing an annual report for the company's Management, expressing an opinion on the 

Reinsurance Policy. Any deficiencies requiring improvements detected in the report will 

be accompanied by recommendations about how such deficiencies can be solved, and a 

calendar for solving them will be established. 

 

20.5.5 GLOBAL FRONTING PROCEDURES 

The criteria and procedure to be followed in analyzing, authorizing and, if applicable, underwriting 

fronting operations in which a MAPFRE Group company acts as the risk underwriter are established in 

the Global Fronting Procedures. 

20.6 REINSURANCE CREDIT RISK MANAGEMENT 

In general, all facultative and contract assignments must be processed by reinsurance companies with 

a credit quality rating of at least "A" or the equivalent, except in the case of MAPFRE Group companies. 

MAPFRE's Security Committee shall approve the list of accepted counterparties (hereinafter "Security 

List"), which shall be reviewed and updated on a regular basis. This list shall include the name of the 
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counterparties, as well as the maximum risk assignment limit of each counterparty per operation. In 

addition, aggregate (catastrophic) exposure assignment limits can be established for each territory, 

according to the criteria proposed by MAPFRE RE. No risks can be assigned to reinsurance companies 

that have been expressly excluded from this list. 

Assignments to counterparties not included in the said list are expressly prohibited, except in the 

following exceptional circumstances: 

• Business can be assigned to the top 6 insurance companies in terms of premium volume in the 

country in which the ceding company is operating and with a maximum risk limit of 10 million euros, 

provided that the said counterparties have not been expressly excluded from the Security List or have 

been authorized for higher limits. 

• The Security Committee can authorize MAPFRE to approve the individual assignment of 

reinsurance to counterparties not included in the list and increase the authorized limits on a case-per-

case basis. Moreover, MAPFRE RE must propose the inclusion of the said counterparties and extension 

of the new limits in the Security List to the Security Committee. 

• If the credit rating of a counterparty is dropped to a level below that indicated above, MAPFRE 

RE must be consulted before working with this counterparty. In any case, MAPFRE RE must report this 

to the Security Committee and the measures to be implemented within the shortest possible time. 

• The Security Committee can authorize MAPFRE RE to immediately inform a counterparty that 

it has been expressly excluded from the Security List. 

• Counterparties not included in the list can be selected or the maximum assignment limits can 

be exceeded if the said counterparty provides enough collateral to cover the responsibilities assumed. 

MAPFRE RE must expressly approve these cases and report them to the Security Committee. 

• The limits for ceding risk to the global risk business unit may be different from those for the 

other insurance companies, provided that: 

• they are authorized by its own Security Committee,  

• the list of authorized / excluded reinsurance companies is respected at all times, 

• the said limits are ratified by the Group's Security Committee. 

 

Only in the case of MAPFRE GLOBAL RISKS, assignments to captive companies will be authorized with 

no need for previous authorization. 

The Policy in relation to fronting operations must be observed at all times. In addition, all other Internal 

Policies of the Group must be observed. 

Insurance brokers do not assume risks. Therefore, they cannot be included in the chart of reinsurance 

companies, i.e., the reinsurance company assuming the risk must be expressly stated. 

This policy and the Security List are for internal use only and must not be disclosed to brokers, 

reinsurance companies or other third parties. 

The assignment of reinsurance between MAPFRE Group companies resulting from internal agreements 

between such companies is authorized automatically. 
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Credit risk in the event of non-payment or default of the reinsurance company will be covered by the 

ceding company. In other words, in the case of contracts that have been fully accepted by MAPFRE 

with retrocessions to external reinsurance companies, the credit risk is assumed by MAPFRE RE and in 

the case of facultative assignments or frontings directly between a MAPFRE company and an external 

reinsurance company, the credit risk will be assumed by the said MAPFRE company. 

Any negative or noteworthy financial information disclosed from authorized reinsurance companies 

and any "inappropriate" actions of any MAPFRE company must be reported to MAPFRE RE, so the 

Security Committee is informed about them and can study them. Authorized insurance companies and 

reinsurance companies with which MAPFRE RE is not in close contact or monitoring on an ongoing 

basis due to the fact that they are not in the "traditional" reinsurance sector must be supervised and 

monitored more closely. 
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CHAPTER 21 LIQUIDITY RISK MANAGEMENT POLICY 

21.1 OWNERSHIP OF THE POLICY 

The Corporate Risk Office. 

21.2 SCOPE 

This Policy shall apply to the companies in the Solvency II Supervisory Group. 

21.3 OBJECTIVES 

The objectives of this Policy are as follows: 

- Establishing a general liquidity risk management framework applied consistently across the 

Group. 

- Ensuring that each MAPFRE Group company has sufficient cash or cash equivalents to meet 

their payment obligations in a timely, appropriate manner, at a reasonable cost and without 

affecting their reputation. 

21.4 GENERAL PRINCIPLES 

The following mandatory, basic principles have been put in place: 

a) Requirements: The assets shall be considered liquid if they satisfy the following 

characteristics: 

- Historic data must be available that demonstrates the breadth and depth of the market, 

supported by low buyer-seller differentials. 

- A high trading volume. 

- A significant, varied number of market participants. 

- The presence of a strong market infrastructure. 

- The assets shall constitute a property, right or holding held by the company, completely 

unencumbered. To this end, an asset shall be considered as unencumbered when the 

company is not subject to any legal, contractual, regulatory or any other restrictions 

that prevent it from settling, selling, transferring, assigning or generally disposing of the 

asset by directly selling it or in the form of a repurchase agreement within a period of 

30 calendar days. 

- The assets shall not have been issued by the company itself, its parent company, unless 

in the case of a public-sector entity, its subsidiaries, another subsidiary or its parent 

company or a special purpose vehicle with which the company maintains a close 

relationship. 

- The assets shall not have been issued by any other company in the insurance and 

reinsurance sector. 

- The value of the assets may be determined based on the widely known, easily available 

market prices. 

- The assets shall be traded on a recognized organized market or shall be traded on 

active, direct-sale markets or in the form of a simple repurchase agreement on 

generally accepted markets. These criteria shall be assessed separately for each market. 

An asset accepted for trading at an organized center that does not constitute a 
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recognized organized market, whether in a Member State or a third country, shall only 

be considered liquid in the cases in which the trading center represents an active, 

relevant market for the direct sale of assets: 

b) Quality: Assets shall be considered as high-quality liquid assets when they belong to one or 

more of the following categories: 

- Cash and cash in banks. 

- Deposits with credit institutions whose rating complies with the provisions of the 

Credit Risk Policy (points 1, 2 and 3 of the section on Instrument or counterparty 

credit risk profile). 

- Public Debt governed by the law of the country in which the country operates. 

- State-covered bonds governed by the law of the country in which the country 

operates. 

- Fixed-income securities from issuers with a rating equal to or higher than [BBB]. 

c) Diversification principle: the investments shall be selected with a view to avoiding an 

excessive reliance on a single asset, issuer or group of companies, or a determined 

geographical area, in addition to the excess accumulation of risks in a portfolio as a whole. 

d) Asset liquidity principle: the assets’ level of liquidity shall be in line with the term in which 
the liabilities backing the assets can be demanded. When there are alternatives, preference 

shall always be given to the asset that, pursuant to the established criteria, is characterized 

as being easier to dispose of with a lower risk of a loss of value. 

e) Cash management principle: companies shall establish systems and procedures for keeping 

their expected daily inflows and outflows of cash up-to-date. 

f) Availability principle: companies must own and have free disposal of their assets, unless they 

are consigned or placed in guarantee of future obligations with third parties due to there 

being collateralization agreements for derivative transactions, transactions with other 

financial instruments or insurance operations. Security lending operations cannot be 

performed in which a certain amount of securities is transferred to a third party (borrower), 

so that it can later return the same amount of the same type of securities to the lender, 

undertaking to pay a fee for this transfer. This operation shall involve the assumption of the 

risk that the borrower fails to repay the sums. 

The location of the assets must ensure the required availability. 

When selecting the investments, the provisions of the corresponding internal regulations shall be 

observed. 

21.5 IDENTIFICATION, MEASUREMENT, OVERSIGHT AND NOTIFICATION OF LIQUIDITY RISK 

a) Identification 

Liquidity risk is considered as the possibility that the company will be unable to make investments 

and other assets to meet its financial obligations upon maturity. 

Liquidity risk may arise in different ways, on account of internal risk factors and risk factors inherent 

to the financial system, such as: 

- Liabilities unexpectedly demanded within a very short term. Liquidity risks may be exacerbated 

in case of events that adversely affect the reputation of the company and cause a sudden 

increase in the redemption and premium fall rates. 

- Investment portfolio assets that are not traded on sufficiently broad and deep markets. 
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Managers must bear in mind that any market may experience sudden and unexpected 

contractions in their liquidity in the face of any events affecting the confidence of the 

counterparties operating on them. 

- Exposures to counterparties with the capacity to delay timely compliance with their 

obligations. 

- Reduction in the credit rating of MAPFRE, S.A. or any Group company that means that lines of 

financing have to be repaid in advance, access thereto is reduced or eliminated or they become 

more expensive. 

b) Measurement 

The Administration Department at each MAPFRE Group company, responding to the characteristics 

of each company shall: 

- Create and update, each week, a weekly statement of inflows and outflows of cash for the 

following four weeks and a monthly statement for the following eleven (11) months up until a 

one year period is completed, when the nature of the company so requires. The Corporate 

Finance Area shall create a reference model to this end. 

- Measure the liquidity position and compliance with the limits set out in the Specific limits and 

their monitoring section of this Policy, identifying the flows of collections and payments to be 

undertaken and establishing the cash flow needs to cover expected gaps. As part of this 

monitoring, special attention shall be paid to expected unusual cash movements, such as 

extraordinary disbursements on investment property, dividends, etc. 

- Reflect the information described in the Annual Cash Flow Budget, which shall be prepared 

and sent for approval to the governing bodies at the company. 

c) Specific limits and their monitoring 

At all times, the companies shall be required to have a sufficient volume of high-quality liquid assets, 

available credit facilities and expected inflows of cash to cover its expected outflows of cash for each 

of the following 30 days. 

In line with the guidelines established in the Group’s Risk Appetite, tolerance ranges are then 
established for the ratio obtained by adding together all the high-quality liquid assets, the available 

credit lines and the expected inflows of cash, divided by the expected outflows of cash: 

Green zone Yellow zone Red zone 

Above 125% Between 105% and 125% Below 105% 

Thus, remaining in the green zone is equivalent to a forward-looking stressed scenario equivalent to 

a 25% increase in all expected outflows of cash in the period or a forced loss of 20% of the income 

from the high-quality liquid assets in question. 

Special attention shall be paid to avoid concentrations in any cash flow component that may cause 

problems in terms of the availability of cash when required. 

As applicable, if the business model so requires, companies may have credit facilities for a sufficient 

amount and maturity based on their experience to satisfy their business needs, covering any 

expected and unexpected gaps in liquidity on the maturity dates of their liabilities. Credit facilities 

may be granted by Group companies or credit institutions whose credit rating satisfies the provisions 

of the MAPFRE Group’s Credit Risk Management Policy (points 1, 2 and 3 of the section on Instrument 
or counterparty credit risk profile) with a view to reducing the risk of them not being available when 

needed. 
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Each company may establish its own limits, when they are equal to or lower than those established 

in this Policy. In other words, each company may establish more restrictive limits for their business 

activities, but may not establish limits that allow a risk level to be assumed that exceeds the maximum 

tolerances approved for the Group as a whole. 

The Risks Committee at MAPFRE, S.A. shall verify, at least once per year, the effectiveness and 

appropriateness in terms of the MAPFRE Group’s circumstances of these limits, escalating any 

amendments deemed necessary to the Board of Directors at MAPFRE, S.A. for approval. 

The governing bodies of the corresponding companies may approve different limits, or temporarily 

suspend the limits indicated above, for companies recently created or that form part of the MAPFRE 

Group as a result of a merger, absorption or acquisition, with a view to granting them with a 

reasonable period of time for their business volume and operating structure to allow them to comply 

with the requirements of this Policy. 

d)  Oversight 

At all times, each Company shall have a volume of cash that, when combined, ensures compliance 

with the limits established in the Specific limits and their monitoring section of this Policy. 

e) Notification 

The Company Risk Office shall prepare and send periodic reports with liquidity risk monitoring 

indicators at least once per quarter to the corresponding governing bodies. 

In any case, the Company Risk Office shall inform the corresponding governing bodies immediately 

about any risk that, given its evolution, exceeds the limits and alerts established in this policy. 
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CHAPTER 22  OPERATIONAL RISK MANAGEMENT POLICY 

22.1 OWNERSHIP OF THE POLICY 

The Corporate Risk Office. 

22.2 SCOPE 

This Policy applies to all Group’s companies. 

22.3 OBJECTIVES 

The main objectives of this Operational Risk Management Policy are as follows: 

- Establishing the general guidelines, basic principles and the general framework of action as 

regards operational risk management, ensuring they are applied consistently throughout the 

Group. 

- Establishing the necessary processes for identifying, measuring, overseeing, managing and 

reporting operational risks, their assessment and the ways of mitigating them. 

- Promoting a solid culture and effective operational risk management system. 

22.4 IDENTIFICATION, MEASUREMENT, OVERSIGHT AND NOTIFICATION OF OPERATIONAL RISK 

MAPFRE has a Risks Management System in place based on the integrated management of each and 

every one of the business processes and the adaptation of the risk level to the strategic objectives 

defined. 

Operational risk is one of the risks included in the Risks Management System, the management of 

which seeks to mitigate actual and potential losses resulting from the unsuitability of or faults in 

processes, those made by staff of internal system, or external events. 

22.4.1.  Identification 

With a view to understanding the different causes that lead to the materialization of this type of risk 

in more detail and in a structured manner, as a minimum, the categorization or risks and operational 

events traditionally accepted in international regulations is used. 

Operational risk is inherent to the performance of any activity, and their occurrence may generate 

losses and/or adverse consequences in terms of business results. 

Examples of failures or inadequacies caused by or arising from the four different sources of operational 

risk include the following: 

Processes: error in the design or execution of insurance or support processes. 

Personnel: human error, fraud, excessive reliance on key staff, inadequate supervision of 

management, lack of adjustment between skills and job requirements. 

Systems: inadequate protection of data or security, weak access controls, lack of sufficient 

testing prior to release, flawed, unstable or excessively complex systems or tools. 

External event: changes in the regulatory environment, natural disasters (flooding, earthquakes, 

fire, etc.) and man-made disasters (terrorism, political and social instability  that may affect 

the ability to continue operations. 
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22.4.2  Measurement 

Operational risk is measured applying the following procedures: 

- Dynamic qualitative analysis by processes, in such a way that the managers of each or 

department identify and assess the potential risks affecting both business and support 

processes. This analysis shall take into consideration the risk self-assessment, the 

documentation of internal control manuals that identify the risk-associated controls, the 

assessment of the effectiveness of controls and the management of corrective measures 

established to mitigate or reduce risks and/or improve the control environment. 

- The scenario analysis, considering the risk of extreme but plausible events. These, defined in 

collaboration with Management, make it possible to ascertain the factors involved in each 

scenario and the potential consequences for the Group. Each scenario will be assessed in terms 

of impact and likelihood, considering the assessment of the cost that the risk event would have 

on operations (impact) and the frequency with which the risk event may occur based on 

management experience and history (likelihood). The Corporate Risk Office shall determine 

the scenarios that will be analyzed globally at the Group in terms of the likelihood and impact 

of each of them. The foregoing, notwithstanding the powers previously attributed in other 

policies to other Areas or Offices of the Group. 

- In addition, operational risk at the Group’s insurers and reinsurers within the European 
Economic Area is quantified pursuant to the standard formula established in the Solvency II 

regulations. 

22.4.3 Specific limits and monitoring 

As indicated above, the measurement of operational risk is based on a dynamic analysis by processes, 

as part of which the managers of each area periodically identify and assess the potential risk and 

control indicators implemented in operations. The results are analyzed by: 

− Risk criticality: indicator that looks at the importance and likelihood of occurrence of the risks 

in question. This varies between 100 (worse result) and 0 (no risk), with a criticality of less than 

or equal to 68.3 considered acceptable.  

− Sufficiency of controls: indicator that analyzes the adequacy of the controls associated with a 

risk type or process, in addition to the effectiveness of the controls to mitigate, detect or 

prevent the risks assessed in the risk type or process in question.  

This indicator is supplemented by the secondary indicator “DEC evaluated” (DEC: degree of 

effectiveness of control) that measures the degree of control effectiveness identified in the 

company's internal control manuals. These indicators range from 100 (effective, safe controls) 

and 0 (weak or poorly-designed control).  

The tolerance range has been set at 75 and 31.7, respectively, for the criticality of risks and sufficiency 

of controls. 

22.4.4  Oversight 

The first line of defense (which assumes the risks and manages the controls) at each company shall 

assume responsibility for the operational risks assumed not surpassing the risk limits established to 

this end. 

By nature, operational risks are inherent to all activities performed by an organization or company and 

may be caused by any employee, regardless of the professional level they occupy at the organization. 
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Therefore, it is important that all employees are aware of the operational risk sources within their 

work environment, as in their daily activities, they act as operational risk managers and contribute to 

their active management. 

The first line of defense shall inform the Company Risk Office about operational risk incidents or 

events. To this end, the Company Risk Office shall maintain a record or database of operational risk 

events for them to be categorized and managed. 

The Company Risk Office shall be responsible for ensuring that the risks assumed do not surpass the 

defined risk limits, applying the established methodologies and employing the computer tools 

implemented to this end. 

22.4.5  Notification 

The Company Risk Office, within its remit, shall prepare and send periodic reports on operational risk 

monitoring (including but not limited to the annual risk control report and periodic event and incident 

monitoring reports) to the corresponding governing bodies, including the Risks Committee. In turn, the 

Company Risk Office shall forward these reports to the Corporate Risk Office. This information shall be 

provided at least once per quarter, unless, on the basis of the risks in question, submitting this 

information once a year is considered enough. The governing bodies shall be informed immediately as 

regards any risk that: 

- Given its evolution, surpasses the established risk thresholds; 

- May result in losses equal to or more than the established risk thresholds; or 

- May jeopardize compliance with solvency requirements or the consideration of the 

company as a going concern. 
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CHAPTER 23 POLICY ON CAPACITY FOR ABSORPTION OF LOSS OF DEFERRED TAXES 

23.1 OWNERSHIP OF THE POLICY 

The Corporate Risk Office. 

23.2 SCOPE 

This Policy applies to MAPFRE S.A. and insurance and reinsurance companies within the European 

Economic Area. 

23.3 OBJECTIVES 

The objectives of this Policy are to: 

• Establish measures in relation to the selection of methods and hypotheses for demonstrating 

the value and recoverability of the absorption capacity of deferred tax losses. 

• Determine the participation of key functions in the selection and assessment of methods and 

assumptions for demonstrating the amount and recoverability of the absorption capacity of 

deferred tax losses. 

• Define the requirements and methods of communication of the results of this assessment to 

the Group’s governing bodies. 

• Identify and manage the risks to which insurance and reinsurance companies are or may be 

exposed as regards deferred taxes. 

23.4 CALCULATION OF ABSORPTION CAPACITY OF LOSS OF DEFERRED TAXES  

For the purposes of calculating solvency under the Solvency II regulations, the Corporate Risk Office is 

responsible for defining the methods used to demonstrate that it is likely that future taxable profits 

will be obtained, that make it possible to recover the capacity to absorb deferred tax losses. 

The Corporate Risk Office shall coordinate the establishment of projection hypotheses and require, 

where appropriate, that the areas responsible for establishing these for the projection of budgets 

actually establish these hypotheses.  

23.5 COMMUNICATION TO GOVERNING BODIES 

The Corporate Risk Office shall inform the Board of Directors at MAPFRE, S.A. through the Risks 

Committee of the results of the demonstration of the recoverability of the absorption capacity of losses 

of deferred taxes for them to be considered in the calculation of solvency pursuant to the Solvency II 

regulations.   

This report shall contain the following information: 

• Description of the method and process for the selection and assessment of underlying 

assumptions used that demonstrate the amount and recoverability of the absorption 

capacity of deferred tax losses; 

• The results of the assessment performed, including the overall dependency of solvency and 

the financial situation in relation to the deferred taxes and their consistency with the risk 

management policy; and  

• The breakdown of risks to which the companies may be exposed, considering possible future 

changes in the risk profile due to the commercial strategy or the financial and economic 

environment, including operational risks and potential changes in the absorption capacity for 
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deferred tax losses, such as: 

• Reduction of terms for applying deferred tax assets;  

• Potential scenarios in which the tax rate is reduced, resulting in a reduction in net 

deferred tax assets on the balance sheet, in addition to the absorption capacity of 

deferred tax losses; 

• Possible changes in the scope of companies included in the tax group; or 

• Circumstances in which, although it is initially deemed that future tax earnings are 

likely to be generated, they ultimately fail to materialize. 
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CHAPTER 24. CLOUD OUTSOURCING POLICY 

 

24.1 OWNER OF THE POLICY 

The Corporate Technology Area 

 

24.2 SCOPE 

The scope of this Policy will be as set out in the Outsourcing Policy. 

Both the existing and new cloud service outsourcing agreements framed within the definition of 

outsourcing functions and/or activities as stated in the Outsourcing Policy are within the scope of 

application of this Policy. Outsourcing agreements are also included in cases where the company 

outsources operational functions or activities to non-cloud service providers that rely significantly 

on cloud infrastructure to provide its services. 

 

24.3 OBJECTIVES 

The objective of the Policy is to establish the minimum requirements, in addition to those 

established in the Outsourcing Policy, to be followed when deciding to outsource functions and/or 

activities to cloud service providers or rely on cloud infrastructure to provide their services. The 

primary purpose is to ensure that any decision to outsource critical or important operational 

functions or activities is based on a comprehensive risk assessment that includes all relevant risks 

involved in the agreement. 

 

24.4 GENERAL PRINCIPLES 

The use of cloud services should be consistent with MAPFRE's strategies (Information and 

Communications Technology strategy, data security strategy, operational risk management 

strategy, etc.) and internal policies and processes. 

The company's Board of Directors must ensure that any decision to outsource critical or important 

operational functions or activities to cloud service providers is based on a comprehensive risk 

assessment. 

Agreements with a cloud service provider shall not impair the company's ability to control 

outsourced functions or activities, taking any measures necessary to comply with the conditions set 

out in the Outsourcing Policy. 

The processes, roles and responsibilities required for the approval, implementation, monitoring, 

management and renewal, if applicable, of the cloud outsourcing agreements, will be detailed in the 

standards and procedures developed for that purpose. 

The Group's internal rules on outsourcing, security, risk and contracting shall apply to matters not 

covered by this Policy. 

 

24.5 ANALYSIS PRIOR TO THE OUTSOURCING AGREEMENT 

Prior to any outsourcing agreement with a cloud service provider, the following must be carried out: 

a. Assess whether the cloud outsourcing agreement affects a critical or important 

operational function or activity. 

b. Identify and thoroughly evaluate all relevant risks of the cloud outsourcing agreement. 

c. Carry out appropriate due diligence checks with respect to the potential cloud service 

provider. 
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d. Identify and evaluate conflicts of interest that the company could cause in accordance 

with the requirements set forth in the applicable regulations. 

 

24.5.1 DETERMINATION OF CRITICAL OR IMPORTANT OPERATIONAL ACTIVITY OR FUNCTION 

FOR CLOUD OUTSOURCING PURPOSES 

Determine whether an agreement with a cloud service provider is within the definition of 

outsourcing in accordance with the Outsourcing Policy. When conducting the assessment, 

consideration should be given to the following: 

a. Whether the outsourced operational function or activity (or part thereof) is performed on 

a recurring or a continuous basis 

b. Whether such an operational function or activity (or part thereof) would normally fall within 

the scope of the operational functions or activities that the company would or could 

perform in the course of its normal sales activities, even if the company has not performed 

that operational function or activity in the past. 

Where an agreement with a service provider covers several operational functions or activities, all 

aspects of the agreement should be taken into account in its evaluation. 

 

Once determined to be an outsourcing agreement, it should be assessed whether the outsourcing 

agreement with a cloud service provider relates to an operational function or activity that is critical 

or important as set out in the Outsourcing Policy. In carrying out such an assessment, it must be 

taken into account whether the agreement may become critical or important in the future. The 

essential or important nature of an operational function or activity previously outsourced to cloud 

service providers should also be assessed if the nature, volume and complexity of the risks inherent 

to the agreement change significantly. 

 

Companies shall consider as critical or important for the purposes of outsourcing those operational 

functions and/or activities that are indicated in their Outsourcing Policies. 

 

Additionally, in the case of outsourcing to cloud service providers of operational functions or 

activities related to data storage and the daily and continuous provision of systems support or 

maintenance services, a detailed evaluation of the function or activity must be carried out. This 

evaluation must take into consideration the result of the risk assessment together with other factors 

specified in the procedures approved for that purpose. 

 

24.5.2 RISK ASSESSMENT 

The risk assessment should be conducted prior to cloud outsourcing and whenever significant 

deficiencies and/or significant changes are known regarding the services provided or the situation 

of the cloud service provider. A risk assessment shall also be carried out in the event of renewing a 

cloud outsourcing agreement when its content and scope change (for example, extending the scope 

of application or including critical or important operational activities or functions not previously 

included). 

 

24.5.3 PROVIDER DUE DILIGENCE 

 

In the process of provider evaluation and selection, the company must ensure that the cloud service 

provider is suitable according to the criteria specified in the policies, standards and procedures 

defined for that purpose. 

The due diligence on a cloud service provider must be performed before any operational functions 

or activities are outsourced. In the event that the company enters into a second agreement with a 
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cloud service provider that has already been evaluated, it should be determined, using a risk-based 

approach, whether a second due diligence process is required. In the event that the company 

becomes aware of significant deficiencies and/or significant changes in the services provided or the 

status of the cloud service provider, due diligence should be reviewed or carried out again 

immediately. 

 

In the case of cloud outsourcing of critical or important operational functions, due diligence should 

include an assessment of the suitability of the cloud service provider (for example, in terms of 

knowledge, infrastructure, financial situation, corporate and regulatory situation). Where 

appropriate, evidence, certificates based on international standards, recognized third-party audit 

reports, and internal audit reports may be used to support due diligence. 

 

24.6 CLOUD OUTSOURCING AGREEMENT OF CRITICAL OR IMPORTANT OPERATIONAL 

FUNCTIONS OR ACTIVITIES 

Once the pre-outsourcing analysis has been completed, and in the event that it has been concluded 

that cloud outsourcing of a critical or important operational activity or function is involved, a number 

of obligations must be met regarding: 

a. Contractual and record-keeping requirements for agreements. 

b. Written notification to the outsourcing supervisory authority. 

c. Establishing of exit plans. 

d. Supervision and control of agreements. 

 

24.6.1 OUTSOURCING AGREEMENT AND RECORD-KEEPING 

The respective rights and obligations of the company and the cloud service provider shall be clearly 

assigned and set out in a written agreement. 

In the event of outsourcing of critical or important operational functions or activities to a cloud 

service provider, the written agreement shall include a set of contractual requirements specified in 

the procedures defined in this regard, including specific data security requirements, conditions to 

be fulfilled in the event of sub-outsourcing, clauses with respect to access rights and auditing, as 

well as a clearly defined exit strategy that guarantees the continuity and quality of the service 

provided by the company, among other factors. 

 

As part of its risk management and governance system, the company must keep a record of its cloud 

outsourcing agreements, with the minimum information specified in the procedure defined for this 

purpose. It must also keep a record of any cloud outsourcing agreements terminated during an 

appropriate conservation period subject to national regulations. 

 

24.6.2 NOTIFICATION TO THE SUPERVISOR 

Written notification requirements to the supervisory authority shall apply to all outsourcing of 

critical or important operational functions or activities to cloud service providers. In the event that 

an outsourced operational function or activity previously classified as non-critical or non-important 

becomes critical or important, the company shall notify the supervisory authority. 

The written notification to be provided shall include the content and be delivered by the deadlines 

established in the applicable local regulations. 

The company shall make available to the supervisory authority, upon request, all the information 

necessary for the supervisory authority to carry out the supervision of the company, including a copy 
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of the outsourcing agreement. 

 

24.6.3 SUPERVISION AND CONTROL OF AGREEMENTS 

The company shall periodically monitor the performance of activities, security measures and 

compliance with the service level agreed upon by its cloud service providers, taking a risk-based 

approach. 

The company's Board of Directors shall be informed annually of the risks identified in the cloud 

outsourcing of critical or important operational functions or activities. 

 

24.7 CLOUD OUTSOURCING AGREEMENT OF OTHER OPERATIONAL FUNCTIONS OR ACTIVITIES 

NOT CONSIDERED CRITICAL OR IMPORTANT 

In the event of outsourcing of operational functions or activities not considered critical or important, 

the evaluation and selection of the provider shall conform to the criteria established for this purpose 

and be formalized by a written agreement that clearly includes the rights and obligations of the 

parties, the information related to the agreement shall be registered, and all of the above shall 

depend on the nature, volume and complexity of the risks inherent to the services provided by the 

cloud service provider. 
 


