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ARAG SE Key Figures
(€’000) 2016 Change 2015 2014

Sales revenue

Gross premiums written 824,616 7.63 % 766,127 727,541

Premiums earned for own account 814,252 7.69 % 756,133 723,339

Expenses

Claims incurred net of reinsurance 415,393 3.83 % 400,070 403,026

Claims ratio (basis: premiums earned) 51.0 % – 1.9 % pts. 52.9 % 55.70 %

Own account insurance business operating expenses 364,385 5.69 % 344,781 321,160

Cost ratio (basis: premiums earned) 44.8 % – 0.8 % pts. 45.6 % 44.40 %

Net income overview

Underwriting result for own account 30,377 169.61 % 11,267 403

Gains and losses on investments 72,679 1.48 % 71,620 77,279

Other net income/expense – 35,028 – 10.85 % – 39,291 – 35,805

Profit/loss from ordinary activities 68,028 56.04 % 43,596 41,876

Net extraordinary income/expense 0 n.a. 0 0

Net income for the year 31,663 37.89 % 22,963 27,503

Key ratios

Technical provisions/
net premiums earned 156.5 % – 9.7 % pts. 166.2 % 170.50 %

Equity/premiums earned 51.9 % – 1.8 % pts. 53.7 % 55.00 %

Overview
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Profile of the ARAG Group

Overview 
The ARAG Group is the largest family enterprise in the German insurance industry and is 
one of the world’s three leading providers of legal insurance. ARAG was established more 
than 80 years ago exclusively as a legal insurance company, but has now positioned itself 
as an international insurer of considerable renown offering innovative, high-quality insur-
ance products. At the end of 2016, the Group sold ARAG Lebensversicherungs-AG as part 
of a strategic realignment to focus squarely on property and health insurance. The sale is 
subject to approval by BaFin. The Company aims to generate growth across all insurance 
segments in Germany and to exploit the potential for expansion in the international legal 
insurance business. Today, the ARAG Group operates in a total of 17 countries (Germany, 
14 other European countries, the US, and – since 2016 – Canada) through branches, subsid-
iaries, and equity investments. It generates sales revenue and premiums of approximately 
€ 1.8 billion and employs more than 4,000 people.

ARAG SE is responsible for strategic Group management and the legal insurance 
operating business at both domestic and international levels. The other ARAG insurance 
and service companies are responsible for the operational management of their respec-
tive lines of business. ARAG Holding SE manages the assets and is the parent company of 
the Group from a company law perspective.

Legal insurance
In its core legal insurance segment, ARAG plays a major role in shaping its markets both in 
Germany and abroad with innovative products and services. For some years now, the 
international legal insurance business has been the Group’s most significant area of activ-
ity. The international units involved in this business are a valuable source of impetus for 
the Group’s growth. At the same time, ARAG SE is following a clear path to success in its 
German domestic market, where it is generating rising legal insurance premiums. 

Casualty and property insurance
In a fiercely competitive market, ARAG Allgemeine is demonstrating its strength as an 
attractive provider of property, liability and accident insurance policies, which have been 
highly ranked in numerous independent performance comparisons. This company is also 
Europe’s largest sports insurer, providing cover for over 20 million recreational sports par-
ticipants and top-ranking athletes. ARAG Allgemeine’s Interlloyd subsidiary specializes in 
brokering services in the commercial and private customer segments, adding a further 
dimension to the Group’s portfolio.

Personal insurance
In the private health insurance market, ARAG Kranken (ARAG Health) offers a broad range 
of highly efficient products, emphasizing its appeal as a provider of full-coverage and sup-
plementary health insurance. To complement its range of products for customers, ARAG 
Core Sales successfully offers pension products from its strategic partner Alte Leipziger.



A R A G  S E  2 0 1 6  A N N U A L  R E P O R T  M A N A G E M E N T  R E P O R T6

Management Report of ARAG SE

I. Company Fundamentals

Business model
ARAG SE is the largest family-managed insurance company in Germany and is one of the 
world’s three leading providers of legal insurance. It focuses on state-of-the-art product 
concepts aimed at both private and small business customers. The modular structure of 
these concepts means that insurance can be precisely tailored to the requirements of 
each customer.

An important role is also played by customized legal insurance products designed 
for particular target groups.

ARAG SE is the provider of legal insurance for private customers and small busi-
nesses. It is not involved in diversified corporate business with individual risks. In the inter-
national markets, it also operates travel insurance business in connection with its provi-
sion of legal insurance.

ARAG began to operate outside Germany for the first time more than 50 years ago. 
The main purpose was to set up separate international companies in the Group that could 
provide support for the German legal insurance customers in the event of a claim. It 
became clear that this model in itself was not sustainable. However, there was a demand 
for legal insurance within each of the countries themselves, as a result of which it was pos-
sible to develop new business models in line with the various circumstances and tap into 
new markets. Today, ARAG operates in a total of 17 countries (Germany, 14 other European 
countries, the US, and – since 2016 – Canada) through branches, subsidiaries, and equity 
investments. 

In addition to the Group headquarters in Düsseldorf, ARAG SE maintains opera-
tional branches in Austria, Belgium, Greece, Italy, the Netherlands, Portugal, Slovenia, and 
Spain. This centralized, star-shaped organizational structure emerged from the merger of 
previously independent subsidiaries in 2012. The international branches run their operat-
ing businesses in their national markets independently, taking into account the specific 
local circumstances in each case.

ARAG SE is one of the most internationalized insurers in Germany with 57 percent 
of its total gross premiums written accounted for by international business.
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Scope of operations
In Germany, ARAG SE’s activities are limited to just one class of insurance: legal insurance. 
In Italy, Spain, and Portugal, it also operates legal-insurance-related special service pack-
age business in addition to legal insurance business.

The territory covered by ARAG SE includes Germany as well as the Netherlands, 
Belgium, Austria, Slovenia, Italy, Spain, Portugal, and Greece. ARAG SE’s business outside 
Germany is operated by the branches.

Legal insurance is also provided in the US, Norway, Sweden, and – since 2015 –  
Denmark. In each case the business is operated through legally independent affiliated 
companies, which are all managed uniformly by ARAG SE as the parent company.

In addition, ARAG SE operates in Switzerland via an equity investment in a legal 
insurance associate. In the United Kingdom, a Group company acts as a broker for legal 
insurance business and legal-insurance-related special service package business, passing 
this business to four UK primary insurers. Some of this insurance is then ceded to ARAG SE 
under quota-share reinsurance treaties. This intermediary model has been adapted for 
use in the Canadian market, where ARAG has been offering legal insurance through a 
Group company since the end of 2016. 

ARAG SE also holds an equity investment in a legal insurance company in Luxembourg.

Sales organization
The Group’s sales organization makes a fundamental contribution to ARAG’s business suc-
cess in Germany. ARAG Core Sales is the traditionally strong sales channel selling ARAG 
products exclusively: The 1,000-plus ARAG Sales Partners use the network of over 160 
main branch offices and other branch offices across Germany to provide customers with 
professional, face-to-face support and advice at local level. This is underpinned by ARAG’s 
holistic ‘Red Thread’ approach to insurance advice and support. For customer visits, ARAG 
Sales Partners can use either a paper version or a digital version for tablets that can be 
accessed via a proprietary advice app. Core Sales also uses digital touchpoints for greater 
connectivity, whether for contact with customers or to sign up new sales partners. Use of 
the holistic ‘Red Thread’ approach to insurance advice is an integral element of the basic 
training delivered by the ARAG sales academy, whose broad-based and regularly updated 
range of courses ensure the exclusive agents receive high-quality training and develop-
ment on ARAG and its products.

ARAG Partner Sales is ARAG’s successful sales channel specializing in brokers and 
non-exclusive agents. It has a wealth of experience in working with a wide variety of target 
groups, from specialist brokers to pool structures and sales outfits. Streamlined struc-
tures and processes minimize the effort involved for agents, while knowledgeable con-
tacts in the Field Sales and Sales Administration organizations ensure that brokers and 
non-exclusive agents receive professional support in every regard. The online portal for 
brokers was completely revamped in 2016 and, besides being easier to use, includes plenty 
of useful new content. 
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In the year under review, the two main sales channels in Germany accounted for 42.8 per-
cent (Core Sales) and 33.1 percent (Partner Sales) of new policies underwritten. Following 
the growth in 2015, ARAG saw a further increase in its customer base for online business 
to more than 200,000 customers in 2016. This equates to almost 10 percent of the Ger-
man customer base. The online business is thus developing into a relevant sales channel 
with which ARAG can reach out to internet-savvy customer groups. In Germany, the ARAG 
sales channel mix also includes sales partnerships in which made-to-measure, high-per-
formance ARAG insurance solutions are sold under partnership agreements with other 
insurance companies, banks, other companies, associations, and clubs.

Insurance portfolio
The breakdown of the insurance portfolio (number of policies) as of the end of the report-
ing year was as follows:

Insurance portfolio
(No.)  Dec. 31, 2016  Dec. 31, 2015

German  1,446,227 1,423,702

International  2,692,257  2,339,667

Total  4,138,484  3,763,369

Types of insurance in the insurance business
The range of products offered by ARAG SE in Germany includes all the types of insurance 
in the legal insurance class of insurance listed in the General Terms and Conditions for 
Legal Insurance plus financial loss legal insurance for members of supervisory boards, 
advisory councils, and management boards, and for senior managers. Subject to special 
terms and conditions of insurance, ARAG SE offers legal insurance covering victims’ pro-
ceedings, divorce, maintenance payments issues, and criminal proceedings; in collabora-
tion with its subsidiary ARAG Allgemeine Versicherungs-AG, it also offers ‘Recht&Heim 
Aktiv’, a bundled product providing all-round cover. In addition, ARAG SE is increasingly 
operating inward reinsurance business with third parties.

In Spain and Italy, ARAG SE’s range of legal insurance products is complemented by 
policies that mitigate the financial consequences if a policyholder loses his or her driver’s 
license. The Company also operates travel insurance business in Spain and Portugal.
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II. Report on Economic Position

Economic and sector conditions
Global economic growth is currently only muted but, from a historical perspective, is not 
unusually slow. In fact, it appears to be returning to normal levels following the extreme 
expansion rates and related overheating in the run-up to the global financial crisis in 2008.

The turmoil in international financial markets at the start of 2016, the unexpected 
result of the Brexit referendum in the United Kingdom last summer, and the surprising 
outcome of the US presidential election have not had a lasting detrimental effect on the 
pace of global economic growth. Although the vote for Brexit and the new political regime 
in the US created heightened uncertainty in financial markets for a time, the impact on the 
real economy has been limited so far. Capacity utilization in manufacturing continued to 
increase. At the same time, the situation in emerging markets stabilized, above all thanks 
to the strengthening of the Chinese economy. The steadying of the oil price is also likely to 
have had a positive effect on commodity-exporting emerging markets.

Industrialized countries are going through a phase of economic recovery. In most of 
them, capacity underutilization in the product and labor markets decreased further in the 
first half of 2016. Particularly in the eurozone and Japan, economic output rose faster than 
the estimated potential output. By contrast, growth in the US was slightly lower than 
expected in the first half of the year. The German Council of Economic Experts currently 
estimates that total global production grew by 2.5 percent in 2016.

The eurozone’s economic recovery continued over the course of 2016. Production in 
the economy as a whole has been rising steadily for three years now. Employment has 
risen noticeably in recent years; at 10.1  percent, the unemployment rate is at its lowest 
since 2011. The economic recovery is driven, above all, by domestic demand. In particular, 
there is steady growth in consumer demand. At the same time, the fall in the oil price has 
helped to push up real disposable income. The expansionary monetary policy of the Euro-
pean Central Bank (ECB) has also played a key part in the eurozone’s economic growth. 
The proportion of government bonds with negative yields over the medium to long term 
has risen sharply. Purchase programs for government bonds and other securities have 
been hugely expanded in the past two years. Quantitative easing led to depreciation of the 
euro and a significant increase in prices of equities, real estate, and other assets. 
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The German economy also generated substantial growth in 2016. The German Council of 
Economic Experts predicted a 1.9  percent rise in real gross domestic product (GDP). 
Improved consumer sentiment reflected the good situation in the labor market. The num-
ber of people in employment is predicted to see a further rise of more than 500,000 to 
43.6 million this year. Effective wages are also going up, albeit more slowly than in previ-
ous years. This year, household incomes have also benefited from the raising of the basic 
tax threshold and the tax threshold for parents and from repayment of some of the tax 
receipts caused by bracket creep. According to the German Insurance Association (GDV), 
growth in households’ nominal disposable income will have been 2.7 percent in 2016. The 
rate of inflation, projected to be around 0.3 percent, was roughly the same as in 2015. The 
low inflation rate meant that the purchasing power of German households again rose sig-
nificantly. Given the low interest rates, consumer spending also continued to be boosted 
by a relatively low propensity to save. The savings ratio for households will again go up 
slightly this year, although the increase of 0.8 percentage points since 2013 to its current 
level of 9.8 percent of disposable income is modest. Overall, the GDV expected an infla-
tion-adjusted increase in household consumption of 2.0 percent in 2016.

Following the sharp rise in the capital market rate (yield on listed German govern-
ment securities with a residual maturity of nine to ten years) during the summer, this rate 
fell back again to an average for the year of around 0.2 percent as a result of the rate of 
inflation remaining low last year. Share prices benefited from favorable macroeconomic 
conditions. Whereas the EURO STOXX 50’s increase of 0.4  percent was only small, the 
German DAX share index climbed by 6.9 percent to 11,481 points at the end of the year.

The GDV’s most recent forecasts for the insurance industry as a whole predicted 
that premium income would hold steady, barely changing compared with 2015, which had 
not seen any noticeable increase in premiums. By contrast, gross premiums written in 
direct casualty and property insurance business increased by 2.8 percent (projected). The 
reasons included increases in the sums insured and some extension of the cover in prop-
erty insurance. In legal insurance, there was even stronger growth in premiums at around 
5.0 percent owing to the opportunities to adjust premiums as part of cost increases result-
ing from Germany’s Second Act Modernizing the Law on Court Costs (Second KostRMoG). 
Premium growth in health insurance was around 1.8 percent. Life insurance continued to 
operate in tough conditions. This segment faces the difficult challenge of continuing to gen-
erate a guaranteed rate of return despite the persistently low interest rates. According to 
the GDV, the life insurance segment was likely to post a decline in premiums of 2.8 percent.



A R A G  S E  2 0 1 6  A N N U A L  R E P O R T  M A N A G E M E N T  R E P O R T 1 1

The property insurance segment had already taken a significant hit from the severe 
weather brought about by the low-pressure system Niklas back in 2015. In the year under 
review, it also had to deal with the adverse impact of heavy rain in some regions. According 
to GDV estimates, these extreme weather events between late May and early June 2016 
gave rise to claims with a total value of € 1.2 billion, substantially exceeding previous losses 
such as those caused by storm Ela in 2014. Nonetheless, as property insurers were spared 
any other major storms or hailstorms in 2016, it can be assumed that last year was slightly 
below average in terms of natural hazards. According to the GDV, a significant rise in the 
number of claims made caused claims incurred in the legal insurance segment to increase 
further, which means that the combined ratio in this insurance segment is likely to be 
around 100 percent for 2016. Overall, the GDV predicted that the combined ratio for direct 
casualty and property insurance business would stagnate at 97.0 percent.

Business performance
ARAG SE expanded its insurance business significantly in the year under review. Its gross 
premium income rose by 7.6 percent, from € 766.1 million to € 824.6 million. Both the Ger-
man and the international legal insurance business contributed to this premium growth. 
In the international markets, this increase was mainly generated from indirect business. 
The insurance portfolio in the Netherlands was further expanded through broker sales, 
while in Spain a new reinsurance contract was signed with a large primary insurer. ARAG 
SE was able to maintain its business volume in Austria and Belgium, despite the saturation 
of the legal insurance markets in these two countries. In Germany, the insurance portfolio 
grew thanks to a solid increase in new business, a decline in policy cancellations, and pre-
mium adjustments.

Of the total premium income, € 633.8  million (2015: € 594.4  million) was derived 
from direct business. The international branches’ volume of legal-insurance-related travel 
business came to € 50.7  million (2015: € 41.7  million). Direct legal insurance business 
accounted for € 583.1 million (2015: € 552.7 million). Gross premiums written in the direct 
legal insurance business in Germany increased by 6.6  percent, from € 308.9  million to 
€ 329.3  million. This performance highlights the innovative product concepts and the 
underlying strong customer focus of the Company, which has achieved continuous pre-
mium growth in its domestic market of Germany since 2013. After deduction of the rein-
surers’ shares and changes in unearned premiums, the remaining net premiums earned 
for all legal insurance business amounted to € 814.3 million compared with € 756.1 million 
in 2015.

Despite the increase in business volume, claim payments dropped to 50.2 percent 
of premiums earned (2015: 52.2 percent). As neither the German market nor the interna-
tional markets suffered any extraordinary loss events, the overall claims ratio of 51.0 per-
cent was even lower than the strong prior-year figure of 52.9  percent. Claims incurred 
amounted to € 415.4 million compared with € 400.1 million in 2015.
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Conversely, insurance business operating expenses declined. The cost ratio dropped from 
45.6  percent in 2015 to 44.8  percent in the year under review. However, this decline is 
attributable to the change in the discount rate for provisions for pensions and other 
post-employment benefits, which had to be calculated as a ten-year average for the first 
time. This one-off positive factor was offset almost entirely by additional commissions 
incurred as a result of the increase in business volume and by rising staff costs for person-
nel to complete the additional administrative work. 

After taking into account the sundry underwriting income and expenses (net 
income of € 1.5  million), the underwriting result for own account before the equalization 
provision showed a very significant year-on-year improvement to a profit of € 35.9 million 
compared with a profit of € 12.8 million in 2015. A total of € 5.6 million was added to the 
equalization provision in respect of the travel insurance business in Spain and Italy and the 
inward legal reinsurance business in a number of countries. 

After the addition to the equalization provision, the underwriting result amounted 
to a profit of € 30.4 million, meaning that the profit of € 11.3 million achieved in 2015 was 
nearly tripled in the year under review. The net gains on investments (after deducting the 
corresponding expenses) came to € 72.7 million (2015: € 71.6 million). The continued fall in 
interest rates allowed significant reversals of write-downs and the realization of gains on 
disposals. With regard to other net income/expense, the net expense decreased from 
€ 39.3 million in 2015 to € 35.0 million. This decline was mainly attributable to the one-off 
favorable effect of the changes to the discount rate for defined benefit obligations.

Overall, ARAG SE improved its profit before tax significantly, from € 43.6 million to 
€ 68.0 million. 

After deduction of the tax expense of € 36.4 million (2015: € 20.6 million), net income 
for the year amounted to € 31.7  million compared with € 23.0  million in 2015. The tax 
expense for the year under review included € 24.7  million resulting from write-downs on 
deferred tax assets.

Financial performance by source country

Performance in Germany
Direct insurance business In the German legal insurance market, gross premiums writ-
ten in direct business grew by 6.6  percent year on year. Gross premiums amounted to 
€ 329.3 million compared with € 308.9 million in 2015. After deduction of reinsurance pre-
miums and the change in unearned premiums, net premiums earned came to € 324.6 mil-
lion (2015: € 305.1 million).
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As a result of the increase in business volume, claim payments rose by 3.6 percent, from 
€ 187.4 million in 2015 to € 194.1 million in the year under review. Claims incurred rose by 
1.5  percent to € 206.6  million in the reporting year. The higher volume of claims arising 
from the expansion of the insurance portfolio had a significant impact in this respect. Nev-
ertheless, the claims ratio for 2016 (gross) at 63.6 percent was below the equivalent 2015 
figure of 66.7 percent. A total of 427,276 claims (2015: 419,003 claims) were reported in the 
year under review, a year-on-year rise of 2.0 percent.

Reinsurers’ shares amounting to € 0.2 million (2015: € 0.1 million) were recognized as 
income in 2016. The remaining recognized claims incurred came to € 197.0  million as 
against € 187.4  million in 2015. The claims ratio based on the recognized claims incurred 
was 60.7 percent compared with 61.4 percent in 2015.

Gross insurance business operating expenses rose from € 139.7  million in 2015 to 
€ 140.2 million in the reporting year. As expected, commissions went up by 5.0 percent in 
2016 from € 74.1 million to € 77.8 million in line with the increase in premiums. Other pri-
mary administrative expenses (before cost allocations) declined in the year under review 
from € 170.9 million to € 158.8 million. As well as a rise of € 4.7 million in wages and salaries 
due to new hires, a reduction of € 16.2 million in pension and other post-employment ben-
efit expenses contributed significantly to this decrease. A change to the statutory discount 
rate, which was implemented by the government in view of the persistently low interest 
rates, led to this one-off fall in pension and other post-employment benefit expenses.  
As a result, the cost ratio dropped from 45.8  percent in 2015 to 43.2  percent in the year 
under review.

Due to reduced administrative expenses, the underwriting result before the equali-
zation provision in the direct insurance business recovered from a loss of € 20.7 million in 
2015 to a loss of € 11.3 million in the reporting year.

There was no requirement to recognize an equalization provision pursuant to  
section 29 of the German Regulation on the Accounting of Insurance Undertakings  
(RechVersV) for the direct business.

Inward reinsurance business In Germany, the Company takes on inward reinsurance busi-
ness from its subsidiary in the US and from third parties in the United Kingdom under five 
reinsurance treaties. Net premiums amounted to € 22.5 million compared with € 21.9 million 
in 2015. After taking into account claims incurred of € 15.6 million (2015: € 22.2 million) and 
administrative expenses of € 1.1 million (2015: € 1.1 million), this led to an underwriting profit 
before the equalization provision of € 5.8 million (2015: loss of € 1.4 million). 

A sum of € 0.4  million was added to the equalization provision. The underwriting 
result for the inward reinsurance business amounted to a profit of € 5.4 million (2015: loss 
of € 1.6 million).
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Non-underwriting result
The unchanged monetary policy of the European Central Bank, which is causing interest 
rates to stagnate at an extremely low level without any prospect of change in the near 
future, is affecting current income from securities. Interest rates on low-risk investments 
even dropped into negative territory at times. As a consequence, ordinary income from 
investment fund shares/units sank from € 20.8 million in 2015 to € 15.8 million in the year 
under review. In response to low interest rates and as a consequence of market move-
ments of non-fungible investments, it was possible to reverse write-downs – mainly on 
investment fund shares/units, shares in affiliated companies, and equity investments – in 
an amount of € 7.3  million (2015: € 3.6  million). On the other hand, only € 0.9  million in 
write-downs on securities were incurred (2015: € 9.4 million). Current income of € 2.8 mil-
lion was generated from land. This constitutes a slight increase on the 2015 figure of 
€ 2.7  million. This rise was achieved even though interests in indirectly held real estate 
were sold, resulting in the realization of gains on disposal.

Dividend income in the year under review fell by € 6.2 million year on year. This is 
due to a change in the structure of the subsidiaries, which led to a one-time reduction of 
dividend payments. Equity investments in the US, UK, and Switzerland maintained their 
very sound financial performance. The profit transferred from ARAG Allgemeine Ver-
sicherungs-AG amounted to € 14.0  million, which was slightly below the equivalent pri-
or-year figure of € 15.0 million. 

Write-downs of € 1.5  million were recognized on shares in affiliated companies, 
whereas in 2015 write-downs of € 0.3  million had been recognized in respect of equity 
investments. In 2015, losses totaling € 0.8 million had arisen on the disposal of land and on 
the sale of fixed-income securities. The pro rata sale of indirectly held real estate and the 
sale of fixed-income securities from the investment portfolio generated a total gain of 
€ 3.7  million in 2016. Net gains on investments came to € 55.8  million, which was once 
again higher than the prior-year net gains of € 54.3 million despite the unfavorable condi-
tions in capital markets.

Ordinary gains and losses on investments – after deduction of the expenses for the 
management of the investments – amounted to a net gain of € 47.2  million and led to a 
current average yield of 3.5 percent (2015: 4.6 percent). 

Other net income/expense amounted to a net expense of € 27.6  million (2015: 
37.4 million). The other net income/expense figure includes the offset income and expense 
from the provision of services to Group companies and expenses to which income cannot 
be directly assigned, such as the addition of interest to the pension provision, Supervisory 
Board and Advisory Council remuneration, year-end costs, costs incurred in relation to the 
Solvency II regulatory regime, and the interest expense on subordinated liabilities. In the 
reporting year, a one-off reduction of the net loss occurred as a result of changes to the 
discount rate for defined benefit obligations for people who have already retired. 
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Net extraordinary income/expense
No extraordinary income or expense was recognized in 2016.

Taxes
Income taxes also include the impact on net income from deferred taxes in accordance 
with section 274 of the German Commercial Code (HGB). In the year under review, the 
change in deferred taxes led to a reduction in the net income for the year of € 24.7 million 
(2015: € 4.6 million), as it is expected that there will be no impact on current taxes at the 
projected time of reversal. Current taxes amounted to income of € 0.8  million (2015: 
expense of € 6.2  million) and were attributable in full to prior years. Taking into account 
the miscellaneous taxes, the total tax expense came to € 24.8  million compared with 
€ 11.9 million in 2015.

Net income/loss for the year, Germany
The net loss for the year generated by the German business of ARAG SE amounted to 
€ 2.5 million (2015: € 17.3 million).

Branch performance
ARAG SE’s eight European branches generated significantly higher gross premium income 
of € 472.9 million (2015: € 435.3 million). The branches accounting for the highest level of 
premiums written were ARAG Netherlands with premiums written of € 140.1 million (2015: 
€ 133.6 million), ARAG Spain with € 124.5 million (2015: € 107.9 million), and ARAG Italy with 
€ 118.4 million (2015: € 106.4 million). The premiums earned for own account amounted to 
€ 467.2 million (2015: € 429.1 million). Thanks to the expansion of the brokerage business in 
the Netherlands, the acquisition of a reinsurance portfolio in Spain, and the systematic 
refinement of insurance products, services, and sales channels, growth in gross premiums 
of 8.6 percent was achieved. With claims incurred at € 202.8 million (2015: € 190.4 million) 
and insurance business operating expenses at € 223.1  million (2015: € 204.0  million), the 
claims ratio decreased slightly year on year to 43.4 percent (2015: 44.4 percent), while the 
cost ratio remained steady at 47.8  percent (2015: 47.5  percent). Including miscellaneous 
underwriting income and expenses of € 0.2  million, the underwriting result before the 
equalization provision generated by the international legal insurance business amounted 
to a profit of € 41.5  million – a significant improvement on the prior-year profit figure of 
€ 35.0  million. After an addition to the equalization provision of € 5.2  million (2015: 
€ 1.4  million), a profit of € 36.3  million remained in the underwriting account (2015: 
€ 33.6 million).
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The investments assigned to the branches generated a total net gain on investments of 
€ 16.9 million (2015: € 17.3 million). Other net income/expense amounted to an expense of 
€ 7.4  million (2015: expense of € 1.9  million). This increase is attributable to restructuring 
costs and amortization of goodwill in Spain and to costs incurred for the expansion of the 
online business in the Netherlands. The branches’ profit from ordinary activities came to 
€ 45.7  million (2015. 49.0  million). Including deferred taxes, the tax expense came to 
€ 11.6  million (2015: € 8.7  million). The net income for the year of € 34.1  million (2015: 
€ 40.2  million) generated by the European branches made a substantial contribution to 
the overall net income of ARAG SE.

Overall net income for the year
The financial performance of ARAG SE over the reporting year was again characterized by 
the expansion of business activities both in Germany and in other European markets. The 
improvement in performance was held back slightly by increased staff costs due to addi-
tional administrative work. Pension and other post-employment benefit expenses in Ger-
many, Spain, and Austria were virtually eliminated as a result of changes to the way in 
which the statutory discount rates applied in the discounting of defined benefit obligations 
are calculated. This is a one-off effect that had a favorable impact on the financial perfor-
mance of all units. The continued strong expansion of business and the favorable trend in 
claims, especially in Germany and Austria, again provided a boost to the underwriting 
result before the equalization provision in the reporting year, which came to a profit of 
€ 35.9 million (2015: € 12.8 million). After the addition to the equalization provision, which was 
required in particular for the inward reinsurance business segments, a profit of € 30.4 million 
(2015: € 11.3 million) remained in the underwriting account.

The net gains on investments (after deducting the corresponding expenses) came to 
€ 72.7 million (2015: € 71.6 million). The ECB’s sustained policy of zero interest rates caused 
further declines in interest rates, which led to reversals of write-downs, especially on 
investment fund shares/units. As a result, a slight improvement in gains and losses on 
investments was achieved, despite decreasing dividends and profit transfers from Group 
companies. Other net income/expense improved substantially year on year, thanks to the 
changes to the discount rate for defined benefit obligations for people who have already 
retired and the stronger brokerage business. The profit before tax amounted to a total of 
€ 68.0  million, which represents a 56.0  percent increase compared with the 2015 figure of 
€ 43.6 million.
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After deduction of the tax expense, net income for the year amounted to € 31.7  million 
(2015: € 23.0 million). The tax expense increased due to changes in deferred tax assets.

After taking into account the profit carried forward from 2015, the net retained 
profit to be presented to the Annual General Meeting for a decision on appropriation is 
€ 31.7 million (2015: 23.0 million).

Financial position
The objective of the management of financial resources is to ensure that the Company 
holds adequate capital and manages its liquidity such that it is able to satisfy its obliga-
tions arising from the insurance business at all times and to exceed, rather than simply 
satisfy, the regulatory requirements concerning the solvency capital adequacy of insur-
ance entities. The subordinated liabilities reported on the balance sheet qualify as basic 
own funds in accordance with section 89 (3) no. 2 of the German Insurance Supervision 
Act (VAG). These subordinated liabilities comprise a registered bond with a value of 
€ 30.0 million that matures on July 29, 2024.

The underwriting liabilities are covered by investments of € 1,805.1 million (Decem-
ber 31, 2015: € 1,685.9 million). In addition to current bank balances and cash on hand of 
€ 67.9 million (December 31, 2015: € 85.0 million), the Company has investments at its dis-
posal that can be sold on the capital and financial markets at short notice, thus ensuring 
that the Company is able to satisfy its payment obligations under insurance contracts at 
all times.

Further information on the extent of investments, purchases of intangible assets, and 
changes in the liquidity of the Group in the year under review can be found in the cash flow 
statement on page 18.
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Cash flow statement*
(€) 2016 2015
Cash flows from operating activities

Profit for the period 31,662,538 22,963,455
Increase (+)/decrease (–) in technical provisions, net 17,696,276 23,251,307
Increase (–)/decrease (+) in deposits with ceding insurers and  
in receivables from reinsurance business – 10,189,058 – 17,328,353
Increase (+)/decrease (–) in deposits from reinsurers and liabilities from reinsurance business – 303,228 – 1,652,946
Increase (–)/decrease (+) in receivables from 
direct insurance business – 2,526,034 914,254
Increase (+)/decrease (–) in liabilities from 
direct insurance business 1,938,400 – 324,480
Increase (–)/decrease (+) in miscellaneous receivables 6,832,836 7,374,752
Increase (+)/decrease (–) in miscellaneous liabilities 4,908,701 6,005,930
Change in miscellaneous balance sheet items not related to investing or
financing activities – 96,252,619 30,017,821
Other non-cash income and expenses, and 
adjustment of the profit/loss for the period 5,095,278 17,983,055
Gain (–)/loss (+) on the disposal of investments, property and equipment, and
intangible fixed assets – 8,546,203 – 2,697,168
Expenses for/income from extraordinary items 0 0
Income tax expense/income 35,156,509 19,101,082
Cash receipts from extraordinary items 0 0
Cash payments for extraordinary items 0 0
Income taxes paid 17,551,628 – 18,896,762
Cash flows from operating activities 3,025,023 86,711,947

Cash flows from investing activities
Proceeds from disposal of property and equipment 33,608 1,078,070
Proceeds from disposal of intangible fixed assets 45,807 745,993
Payments to acquire property and equipment – 2,515,568 – 4,702,910
Payments to acquire intangible fixed assets – 2,693,879 – 7,078,074
Proceeds from disposal of investments 
related to fund-linked life insurance 0 0
Payments to acquire investments 
related to fund-linked life insurance 0 0
Cash receipts from extraordinary items 0 0
Cash payments for extraordinary items 0 0
Cash flows from investing activities – 5,130,031 – 9,956,921

Cash flows from financing activities
Proceeds from capital contributions by shareholders 0 0
Cash payments to shareholders from the redemption of shares 0 0
Cash receipts from extraordinary items 0 0
Cash payments for extraordinary items 0 0
Dividends paid – 15,000,000 – 15,000,000
Proceeds (+)/cash payments (–) related to miscellaneous financing activities 0 – 50,000,000
Cash flows from financing activities – 15,000,000 – 65,000,000

Net change in cash and cash equivalents – 17,105,008 11,755,026
Effect on cash and cash equivalents of exchange rate movements and remeasurements
Cash and cash equivalents at beginning of period 85,017,850 73,262,824
Cash and cash equivalents at end of period 67,912,842 85,017,850

* The cash flow statement has been prepared in accordance with German accounting standard GAS 21 appendix 3.
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Net assets

Investments The breakdown of investments, which increased by € 119.2 million or 7.1 per-
cent to € 1,805.1 million as of December 31, 2016, was as follows:

 
Investments breakdown
(€ million)  Dec. 31, 2016  Dec. 31, 2015

Land and buildings 97.6 5.4 % 101.2 6.0 %

Affiliated companies and equity investments 241.9 13.4 % 236.1 14.0 %

Lending to affiliated companies 1.7 0.1 % 2.5 0.1 %

Equities and investment fund shares/units 625.5 34.7 % 614.6 36.5 %

Bearer bonds 301.5 16.7 % 300.1 17.8 %

Loans secured by mortgages or land charges and 
fixed-income receivables 4.0 0.2 % 4.8 0.3 %

Registered bonds 140.5 7.8 % 149.5 8.9 %

Promissory notes, loans 244.0 13.5 % 218.0 12.9 %

Sundry lending 0.1 0.0 % 0.1 0.0 %

Bank deposits 98.6 5.5 % 17.7 1.1 %

Other investments 5.3 0.3 % 5.2 0.3 %

Deposits with ceding insurers  44.4  2.4 %  36.1  2.1 %

 Total  1,805.1  100.0 %  1,685.9  100.0 %

Pursuant to section 341 b HGB, equities and investment fund shares/units with a carrying 
amount of € 605.8 million had been classified as fixed assets as of the balance sheet date 
(December 31, 2015: € 582.2 million). Bearer bonds with a value of € 10.0 million (Decem-
ber 31, 2015: € 15.1 million) (carrying amounts) were treated as fixed assets.

The fair value of investments as of December 31, 2016 amounted to a total of 
€ 2,271.0 million compared with € 2,143.9 million as of December 31, 2015. After taking into 
account the premium and discount amounts recognized under prepaid expenses and 
accrued income and under deferred income and accrued expenses in connection with the 
securities recognized at their nominal amount in accordance with section 341 c HGB, the 
valuation reserves therefore amounted to € 465.9  million as of the balance sheet date 
(December 31, 2015: € 457.9 million).

Further information on the structure and changes in investments can be found in 
the overview under the non-underwriting disclosures in the Notes.

Non-financial performance indicators
The ARAG Group has set out its self-image very clearly in its corporate guidelines: ARAG is 
the internationally successful, innovative quality insurer – independent and family-owned. 
For more than 80 years, the business concept has been based on the aim of establishing 
equality of opportunity. Accordingly, the ARAG Group helps its customers create scope to 
make personal choices – at all stages of their lives. Based on innovative insurance prod-
ucts and beneficial services, ARAG minimizes the risks faced by its customers, so that cus-
tomers can concentrate entirely on the opportunities available to them, leading an active, 
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independent life. This is also clearly reflected in the brand tagline ‘ARAG. Dive into Life’. 
ARAG again added a wide range of content to the section with the same title on its website 
www.ARAG.de in 2016. It also ran new and attractive adverts as part of the successful 
advertising campaign launched in 2015. The aim is to demonstrate the day-to-day rele-
vance of ARAG products and services. The brand promotion film, which was shown on TV 
and in movie theaters throughout Germany before selected movies likely to reach a wide 
audience, complemented three online commercials featuring ARAG product innovations. 
A radio commercial was added to the Germany-wide campaign in the autumn.

Another major, and logical, step taken in 2016 was the modernization of ARAG’s 
logo. The family enterprise is thus reflecting the lasting changes that have taken place in 
recent years. The new ARAG logo, which had last been updated 13 years ago, was launched 
at the end of March 2016 at the same time as the new campaign. The word ARAG is a lot 
more prominent and easier to read, and the crossed swords have been removed. This new 
and modernized logo is thus more suited to the broad product portfolio of ARAG, which 
today offers appealing legal insurance products in Germany and 16 other countries and is 
also a successful provider of attractive health insurance and casualty and property  
insurance. 

In the year under review, the ARAG Group again systematically expanded its prod-
ucts and services – always clearly guided by the constantly changing requirements and 
needs of customers and consumers. Based on optimum integration between these inno-
vative product activities, a highly efficient workforce, a state-of-the-art brand presence, 
and clear strategic positioning as an independent, international provider of high-quality 
insurance products and services, ARAG has established the best possible foundations for 
further sustainable growth.

Innovation Innovativeness is a key driving force for ARAG and one of its major strengths. 
Besides refining the portfolio, the Company has implemented new and groundbreaking 
ideas for products and services that are always geared to meeting customer requirements 
and creating benefits for them. Two accolades awarded in 2016 are external recognition of 
ARAG SE’s ability to innovate: At the Plus X Awards, the Premium variant of ARAG’s legal 
insurance won the Most Innovative Brand Award in 2016 in the insurance category, while 
ARAG’s new Sofort legal insurance product for motorists won a Golden Bull award (third 
place) in the Insurance Innovation of 2016 category. This is the third time that ARAG’s legal 
insurance products have been among the winners in this competition run by the €uro and 
€uro am Sonntag magazines: ARAG web@ktiv online legal insurance was a prizewinner in 
2013 and ARAG Aktiv Immobilie premium legal insurance for real estate was a prizewinner 
in 2015.

ARAG’s Sofort legal insurance for motorists, which is unlike any other product avail-
able in the market, represents a new approach for the Group. For the first time, cover is 
provided for legal insurance claims incurred before the policy was taken out. This applies 
to administrative offenses and to claims for damages following a road accident. Since 
launching the product, ARAG has already provided immediate assistance in several  
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hundred cases even though the insurance policy was not in place at the time the claim 
was incurred. Feedback has been very positive. Besides this retroactive insurance, cus-
tomers have also benefited from the three-year period (starting on the first day the policy 
is taken out) of the extensive benefits provided with the Komfort variant of ARAG legal 
insurance for motorists, including legal insurance in matters of contract law, property law, 
criminal law, administrative law, and tax law. 

In the reporting year, the ARAG Group again impressed customers with a variety of 
digital innovations. As well as continuously expanding the existing live chat function, 
which is heavily used by customers as an alternative means of communication, the Group 
introduced a number of new features. These include alternative methods of payment, with 
which ARAG entered uncharted territory for the insurance industry last year: Since May 
2016, customers have also been able to pay recurring insurance premiums by credit card 
or PayPal for the first time. This new feature was first introduced for private legal insur-
ance products that can be taken out online.

In autumn 2016, ARAG became the first insurance company in the market to offer a 
digital service card. Available for legal insurance and casualty and property insurance cus-
tomers, the ARAG Wallet-Card can be installed on a smartphone, so customers can access 
all their important data, such as their policy number or the contact details for headquar-
ters and their advisor, while on the go. Telephone numbers can be dialed and emails and 
websites opened directly from the app. Since the end of 2016, legal insurance and casualty 
and property insurance customers have also had their policy number sent to them in a 
text message when they take out the policy; they also receive a link that enables them to 
install the ARAG Wallet-Card easily and directly.

There were also a number of innovations for the sales partners of ARAG Core Sales 
in the year under review. Many new features were added to the advice app that had been 
launched in 2015, including navigating to the customer, downloading sent advisory docu-
ments, transmitting appointments and contacts via QR code, scanning policy numbers 
using the camera, recording spoken notes, using digital signatures, and selling legal insur-
ance directly from the app. Not only the branch offices but also all individual partners of 
ARAG Core Sales now receive a complete ARAG-branded website with all the functions, 
including simple page navigation with clear product information, that has been optimized 
for use on tablets and smartphones. Policies taken out online via sales partners’ websites 
are allocated directly to the respective partner.

ARAG’s website has also been optimized at international level and standardized in 
order to strengthen the brand. This included establishing a central online platform for 
European countries that is progressively being rolled out to them. It features a standard-
ized content management system with an identical navigation concept. The system can 
be maintained in the relevant local language, and its responsive design ensures that page 
content is automatically presented in an optimum manner for the various end devices, 
including smartphones and tablets. An integrated analysis tool collects details of the 
usage behavior of visitors and customers, thus enabling the website to be adapted and 
optimized specifically for users in each country.
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Products As an innovative provider of high-quality insurance, the ARAG Group does more 
than simply launch brand new and innovative product concepts. It also constantly refines 
its existing broad range of products and services for the German and international mar-
kets in order to ensure the products and services meet the needs of prospective and exist-
ing customers.

Last year, for example, many new types of legal insurance were introduced. ARAG’s 
unemployment protection product protects private customers against financial loss if 
they become unemployed through no fault of their own as a result of compulsory redun-
dancy. The special employment legal insurance for seniors covers employment that sup-
plements a pension. It also includes legal advice insurance and insurance for people with 
domestic employees.

A particular highlight of 2016 for self-employed people and small business owners 
was the addition of Receivables Management Plus to ARAG Aktiv-Rechtsschutz Premium 
legal insurance for the self-employed. The new feature offers the advantages of business 
agreement legal insurance combined with online receivables management. In addition, 
the ARAG JuraCheck® legal advice service has been expanded and is now always included 
in the premium variants of legal insurance policies for private and small business custom-
ers, who receive help from specialist attorneys when having employment contracts and 
references checked. These attorneys can also answer questions about contracts and 
check the legal aspects of customers’ own websites. ARAG legal insurance is now available 
for price-conscious private customers and the self-employed in two additional Flex vari-
ants with different deductibles, enabling customers to decide on a case-by-case basis 
whether they want to hire their own attorney or – in return for a lower deductible – call on 
an attorney from ARAG’s network. 

The high quality of ARAG’s legal insurance products can be seen from the many 
accolades and ratings. In 2016, for example, these included certification of ARAG Aktiv- 
Rechtsschutz legal insurance for the self-employed by the TÜV product standards regula-
tor in Saarland – with excellent results: The Premium and Komfort packages were rated 
‘very good’, the Basic variant was rated ‘good’. And in a test of legal insurance products  
carried out by insurance IT specialists Softfair, the Flex variant of ARAG’s new premium 
legal insurance range, launched in 2016, was rated ‘excellent’ three times – for the Family, 
the Senior, and the Singles packages. 

ARAG SE was also a trailblazer outside Germany in 2016. The Dutch branch, for 
example, expanded Flexpolis, a bespoke private legal insurance product sold through 
Noordhollandsche Versicherung. The product, for which customers choose the modules 
they need, now comes with several additional inclusive benefits. In the Italian market, 
ARAG Italy launched a new version of its private legal insurance product for families. A 
modular structure is also the distinctive feature of this product, with a wide range of 
optional modules and various levels of deductibles available depending on whether the 
customer chooses to use ARAG’s network of attorneys. The Spanish branch has also 
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brought in various new online services for its customers. These include special web pro-
tection (including software) for parents of minors as well as CyberSchutz for problems on 
the internet that offers customers a deletion service for unwanted online content and pro-
vides legal assistance to help stop cyberbullying. New services have also been added spe-
cifically for online shopping – including the drafting and verification of sales contracts – 
and for the preparation of wills. In 2016, ARAG Austria developed a new commercial legal 
insurance product for start-ups and launched it on the market at the beginning of 2017. 
ARAG Slovenia introduced legal insurance for property managers that can be taken out in 
conjunction with fire insurance from a strategic partner.

In the Norwegian market, the ARAG subsidiary HELP Forsikring AS expanded its 
range of legal insurance products for small and medium-sized enterprises: The product, 
which was launched in the previous year, is now also available to companies with more 
than 20 employees through group policies with Norwegian labor unions. The HELP 
Försäkring branch in Sweden has also added to its portfolio, developing and launching My 
Safety to provide cover for identity theft. The newly established ARAG Services Corpora-
tion, which acts as a broker in the Canadian market, has developed new private and com-
mercial legal insurance products and entered into its first strategic alliances. It also pro-
vides its customers with a document center, which is a database containing a variety of 
legal documents that are available for download.

Employees, employee skills and qualifications ARAG SE relies on a skilled and highly 
motivated workforce in Germany and in its international markets to ensure that it delivers 
on its value proposition. At the end of 2016, ARAG SE had a total of 1,096 (December 31, 
2015: 1,058) employees in Germany. The international branches employed a further 1,468 
(December 31, 2015: 1,335) people. ARAG SE also provides successful training programs, 
enabling its trainees to gain vocational qualifications in insurance and finance. Alongside 
vocational training, ARAG attaches huge importance to the skills, qualifications, and pro-
fessional development of its workforce. ARAG intends to remain one of the best insurers in 
the market. ARAG operates a web-based skills and qualifications platform known as 
ARAG IQ enabling all employees to keep their knowledge and capabilities up to date. The 
continuing professional development (CPD) options include classroom-based seminars, 
training sessions, and e-learning. The content is wide-ranging and includes executive  
programs, seminars on personal and social skills, project management training, coaching, 
and foreign languages. All planned and completed CPD has been centrally recorded in 
ARAG IQ since 2016. 

A further key component in ARAG’s strategy for retaining suitably qualified employ-
ees in the Group is ARAG myCareer, an in-house talent management program introduced 
in 2011. This program offers an enhanced set of tools to support recruitment and profes-
sional development. It helps employees to plan their development and careers, and at the 
same time ensures that both specialist and interdisciplinary expertise is retained in the 
Company.
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A fundamental factor in the successful performance of the entire ARAG Group is the tar-
geted internationalization of the business. The growing cross-border integration of corpo-
rate units also plays a key role in this development. The ARAG INTandem international 
professional development program, which was launched in February 2015 with a view to 
systematically expanding this integration and embedding it in the Group, continued in the 
reporting year. ARAG’s sales academy ensures that continuous, high-quality skills develop-
ment is provided for ARAG partners in the Field Sales force. This unit offers a broad range 
of needs-based seminars covering the entire spectrum of knowledge related to sales and 
the performance of ARAG products.

ARAG Essentials The revision of the ARAG Essentials in 2014 included the development 
of a multifaceted communications concept for the corporate guidelines of the ARAG 
Group. This strategy included the new ARAG Essentials online tool at www.ARAG.com 
and meetings throughout the Group to communicate these guidelines. The ARAG Essen-
tials online tool enables users to explore the world of ARAG Essentials in a virtual environ-
ment and find out more about the various ARAG locations. The tool is accessible to both 
the employees and external users on the Group’s website at www.ARAG.com, and is avail-
able in twelve different languages. As part of the communication activities for ARAG 
Essentials 2.0, a values mentoring scheme was set up in March 2015. Since then, the 
approximately 100 executives in the Group’s first level of management have been taking it 
in turns – in alphabetical order – to carry out mentoring with their team for a one-month 
period. The scheme will continue until December 2017, and details have been published on 
the groupwide intranet. Since 2012, the ARAG AWARD has been presented in recognition 
of exemplary implementation of the ARAG Essentials. Prizes are awarded annually in 
three categories (Germany, International, and (German) Sales) to team projects proac-
tively initiated by employees that stand out as models of successful implementation of 
the principles in day-to-day activities. The winning teams receive their awards at the next 
ARAG Group Management Conference.

Corporate responsibility In the ARAG Group, responsible dealings with employees, cus-
tomers, and partners are based on a long-term, and therefore sustainable, approach. 
ARAG positions itself as the internationally successful, innovative quality insurer – inde-
pendent and family-owned. Starting from this fundamental philosophy, the Company 
takes its corporate social responsibility very seriously. When Heinrich Faßbender estab-
lished ARAG more than 80 years ago, he had a clear objective in mind: to enable all citi-
zens to enjoy equality of opportunity before the law. This notion still remains an underly-
ing principle in the ARAG Group – and ensures that a high degree of corporate social 
responsibility is directly enshrined in the ARAG business model.

Today, ARAG brings together the sustainable management of the business at differ-
ent levels under the general heading of corporate responsibility: The aim is to ensure that 
customers and consumers derive the greatest possible benefit from the Company’s prod-
ucts and services. ARAG also takes responsibility for its employees and supports suitable 
social projects. The principles of corporate governance set out firmly established volun-
tary undertakings, providing the framework for socially responsible activities.
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Codes of conduct for sales With effect from July 1, 2013, all the German companies in 
the ARAG Group signed up to the revised GDV code of conduct for the sale of insurance 
products. This code represents a clear industry commitment to more consumer protec-
tion, better quality of advice, development of skills and qualifications for agents, and 
transparent, mandatory rules for dealing with customers. It thereby establishes the foun-
dations for strengthening trust and confidence in the entire area of insurance broking. It is 
mandatory for ARAG companies to impose a requirement on the agents in the Core Sales 
and Partner Sales operations to comply with the code. A number of basic steps are already 
covered by the ARAG ‘Red Thread’ advisory approach in Core Sales; furthermore, the 
promise that customers will receive high-quality products and services is in any case an 
essential component of ARAG’s positioning as a high-quality insurer. In ARAG Partner 
Sales, very close attention is paid to ensuring that, in the collaboration with brokers, the 
fundamental rules laid down by the broker associations also correspond to the provisions 
in the GDV code of conduct. The GDV code of conduct provides for a mandatory audit to be 
carried out by an independent auditor every two years. All five ARAG companies success-
fully underwent the initial appropriateness test in 2015 and published a description of the 
compliance management system that serves as the basis for the test and the positive 
audit report from the independent auditor, PricewaterhouseCoopers, on the GDV website. 
The appropriateness test examines whether internal corporate rules reflect the regula-
tions in the code. This approach ensures a high degree of commitment and self-monitor-
ing. The ARAG companies will undergo the follow-up test in spring 2017. The ARAG com-
panies are thus adhering to the promise of high quality defined in the GDV code of conduct 
in their product brokerage.

ARAGcare The ARAG Group is widely regarded as a demanding employer that expects 
high levels of performance from its workforce. In return, the Group invests in a compre-
hensive range of services for its employees. The key component is ARAGcare, the corpo-
rate health management program.

ARAGcare is aimed at supporting the personal health of employees. The tried-and-
tested components include health checks, diverse company sports activities, regular pre-
ventive medical services, and health courses. One of the main features of these expanded 
services is a reorganized return-to-work and disability management system, which is now 
run by an external partner. In the year under review, greater emphasis was also given to 
the second pillar of ARAGcare: work/life balance. To this end, ARAG underwent a compre-
hensive third-party audit with the aim of developing and embedding a sustainable HR pol-
icy that takes into account family requirements and stage of life. Targets were drawn up 
and set during the course of this project, and the ‘audit berufundfamilie’ certification is 
accompanied by an obligation for the Company to achieve these targets by 2017. Numer-
ous measures are already being implemented. Examples include action in connection with 
the Part-Time Management project, the expansion of teleworking and working from home, 
an employee assistance program, a new range of courses, and many other individual 
measures. In 2016, ARAG again received a Corporate Health Award certificate of excel-
lence in recognition of these extensive activities by ARAGcare.
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Targets for the proportion of women in management functions In accordance with 
the provisions in the German Act on the Equal Participation of Women and Men in Mana-
gerial Positions (FührposGleichberG), the Company must set targets for the proportion of 
women at the two management levels below the Management Board, on the Manage-
ment Board itself and on the Supervisory Board. The Management Board advocates a ris-
ing proportion of women in managerial positions, especially as long as the proportion 
remains below 30 percent. To this end, numerous supporting measures are being imple-
mented as part of the work/life balance project.

The Management Board has set a target for the proportion of women at the first 
management level below the Management Board of 11 percent and a target at the second 
management level of 25 percent, in both cases to be achieved by June 30, 2017. Both tar-
gets represent an increase compared with the situation at the time the targets were set. 
The Supervisory Board has set the following targets for June 30, 2017 in respect of the pro-
portion of women: 11 percent on the Supervisory Board and 0 percent on the Management 
Board. These two targets are the same as the actual percentages at the time the targets 
were set.

Corporate social responsibility ARAG is a family enterprise. As a consequence, ARAG 
attaches a huge amount of importance to the interconnection between corporate and 
social responsibility. The independence that ARAG enjoys as a family enterprise means 
that the assumption of responsibility becomes even more significant because it is incum-
bent on the ARAG Group to use this independence responsibly. Since March 2014, ARAG 
has therefore been successfully offering its innovative development project known as 
Conflict Management in Schools.

Supported by the North Rhine-Westphalia Ministry for Education and Schools, this 
program is offered to all high schools and vocational colleges in the German state of North 
Rhine-Westphalia. During the three training cycles so far, a total of 233 teachers, special-
ists in educational social work, and parents from 65 high schools and vocational colleges 
in different school districts across the state have taken part. The project is currently run-
ning at 19 other schools. The project focuses on the introduction of universal quality 
standards for conflict management structures, preventive measures, and intervention 
techniques. Teachers, parents, specialists in educational social work, and school pastors 
are trained as school mediators and go on to train school students as conflict controllers. 
The project has been certified under the name ARAG Mediators as a ‘Commitment to 
Action’ by the Clinton Global Initiative (CGI).

The 2016 ARAG Educational Day, attended by Sylvia Löhrmann, North Rhine-West-
phalia’s Minister for Education and Schools, was held in June in the ARAG Tower. Partici-
pants from schools all over North Rhine-Westphalia took part in ten workshops on inter-
cultural conflict management and mediation.

Another key area of activity is the internet. It is changing and affecting the lives of 
people around the globe – including to a large degree the lives of children and young people – 
but is also bringing risks. Suitable prevention is important to avert these risks. ARAG SE has 
a comprehensive range of prevention experience and believes that important areas of pre-
vention lie in the long-term development of media skills and in the provision of information 
and education, as well as the raising of awareness, about the consequences of bullying.
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The ARAG Digital Risks Survey, an international trend study conducted by ARAG and the 
Institute for Cyberpsychology and Media Ethics, was presented in Berlin at the end of May 
2016. Leading academics in the field of cyberpsychology from the UK, Italy, the Nether-
lands, Norway, Poland, Spain, and the US investigated the impact of cyberbullying and 
provided their assessment of this phenomenon and its future development. The findings 
show that cyberbullying and cyberviolence are evolving from a phenomenon of youth cul-
ture into a social problem affecting all age groups. The experts surveyed particularly high-
lighted the increasing violation of the right of individuals to privacy when online. From 
2017, ARAG will therefore focus more intensely on protecting online privacy rights. Corpo-
rate social responsibility at ARAG also extends to the provision of support for the German 
Children and Youth Foundation (DKJS), specifically in the area of digital education. For  
20 years, this charity has been operating projects and programs throughout Germany, 
helping children and young people have the courage to take control of their own lives and 
play a role in society. This approach is a perfect match for ARAG’s definition of corporate 
responsibility – and also fits in well with its current commitments. Since 2014, ARAG has 
been supporting the DKJS as a program partner, helping to raise awareness among  
children and young people about the challenges presented by cyberlife and the risks from 
cyberbullying. 

‘ZEIT für die Schule’ is a project promoted by Germany’s weekly DIE ZEIT newspa-
per. The project is the largest nationwide school project run by a German newspaper and 
aims to foster reading skills as well as introduce children from the age of around 14 or 15 to 
the medium of newspapers. As part of the project, ARAG supported the publication of free 
worksheets for teachers in the lower and upper stages of secondary education, the deliv-
ery of free copies of DIE ZEIT and special publications for schools covering media studies 
and what to do after the Abitur high-school diploma, and the preparation of newsletters 
for teachers.

Solvency
Under section 89 (1) of the German Insurance Supervision Act (VAG), all insurance compa-
nies are obliged to have eligible own funds available at all times that, as a minimum, are 
sufficient to satisfy the solvency capital requirement. The Solvency II rules came into force 
on January 1, 2016. In accordance with section 40 of the VAG, a solvency and financial con-
dition report must be published no later than 14 weeks after the end of the financial year. 
This report must explain the solvency position in a manner that is understandable to the 
general reader. Insurance groups must also ensure at group level that the solvency margin 
is covered by eligible own funds and that these funds are appropriately allocated in the 
group. Evidence of compliance with the solvency requirements is submitted to the Ger-
man Federal Financial Supervisory Authority (BaFin) on a quarterly basis.

Solvency ratios must be calculated quarterly at the level of the insurance company 
and at group level.

In the year under review, appropriate coverage of the statutory requirement for the 
solvency margin in accordance with current solvency regulations was ensured by ARAG SE 
at all times.
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III. Dependent Company Report

ARAG Holding SE, Düsseldorf, indirectly holds a majority interest in ARAG SE. The exist-
ence of the majority interest was notified to ARAG Allgemeine Rechtsschutz-Ver-
sicherungs-AG (now ARAG SE) on April 28, 2000 by the Management Board of ARAG AG 
(now ARAG Holding SE) in accordance with section 20 (1) and (4) of the German Stock Cor-
poration Act (AktG).

ARAG SE is therefore a dependent company within the meaning of section 17 (1) 
AktG in relation to ARAG Holding SE.

The report on relationships with affiliated companies pursuant to section 312 AktG 
concludes with the following declaration:

“In accordance with the circumstances known to us at the time the legal transac-
tions were undertaken or the activities were carried out or omitted, our Company received 
an appropriate consideration for each legal transaction. Other than the activities listed, 
the Company did not carry out or omit any other reportable activities. Our Company did 
not incur any disadvantage from the activities carried out at the instigation of or in the 
interests of the controlling entity or its affiliated companies.”
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IV. Outlook, Opportunity and Risk Reports

Outlook
The ARAG Group operates in a total of �� countries: Germany, �� other European coun-
tries, the US and, since ����, Canada. Given the strong international focus of the Group, 
economic trends in Europe and North America in particular have an impact on the busi-
ness performance of ARAG SE, the operational holding company for the ARAG Group. 

Future global economic growth is currently subject to many signi�cant risks. As well as 
ongoing geopolitical issues, these risks also include a crisis-like escalation of political uncer-
tainty in Europe, a renewed �aring up of the European sovereign debt crisis, an unexpected 
downturn in China’s economy, and possible turmoil in international �nancial markets.

Following a temporary period of weakness in the �rst half of ����, the US economy 
is likely to return to a stronger rate of growth. The recovery in Japan and the eurozone is 
expected to continue. The pace of growth may falter as monetary policy e�ects and the 
positive impact of lower oil prices on real incomes disappear. Re�ecting the slight rise in oil 
prices, in�ation will go up again. China’s economic output is not predicted to slump, and 
other emerging markets will probably maintain the process of stabilization that they have 
begun. Overall, the German Council of Economic Experts anticipates that the moderate 
rate of global economic growth will continue, forecasting a rise in economic output of 
around �.��percent in ����.

Political developments in Europe demand particular attention. One major concern 
is that the future political and economic relationships between the United Kingdom and 
the European Union have not yet been clari�ed. So far, the vote for Brexit has not had any 
substantial adverse e�ects on the real economy. This indicates a prevailing expectation 
that a solution will be found that will limit the damage to the economy. If the two sides 
cannot resolve their political di�erences, much greater e�ects are likely to be felt in the 
UK in terms of investment, trade, and employment. However, Europe’s political risks are 
not restricted to the uncertainty surrounding Brexit. In many member states, parties on 
the fringes of the political spectrum are enjoying strong popularity. This brings with it the 
danger of growing political risk. Moreover, a number of member states have unstable gov-
ernments. At the end of December, for example, Italy held a referendum on constitutional 
reforms. The lasting political impact of the vote’s outcome is not yet clear to see. The 
eurozone is also heavily a�ected by the banking sector’s unresolved problems, which have 
mainly been created by low levels of capitalization and the still high volumes of non-per-
forming loans, e.g. in Italy and Portugal. For the eurozone as a whole, the German Council 
of Economic Experts predicts that economic output will increase by �.��percent in ����.


