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Scope of the Report

Solvency 1, an EU-wide regulatory regime for insurance companies, came into force in January 2016. Under
Solvency Il the Solvency and Financial Condition Report (‘SFCR’) is an annual regulatory public disclosure
requirement. This reportis the SFCR for the year ended 31 December 2019 for Allianz Global Life dac (the
‘Company’ or ‘AGL’).

Itinforms AGL's stakeholders about the Company’s:

A. Businessand Performance;

B. System of Governance;

C. RiskPrdfile;

D. Valuation forSolvency Purposes;and
E. Capital Management

Itis prepared to satisfy the public disclosure requirements under the Commission Delegated Regulation (EU)
2015/35 of the European Parliament supplementing Directive 2009/138/EC (‘S Directive’), which was issued by
the European Insurance and Occupational Pensions Authority (‘EIOPA’) and cameinto effect from 1January 2016.

Approval

This report andsupporting Qualitative Reporting Templates (‘QRTs’) have been approved by AllianzGlobal Life's
Board of Directors on 1 April 2019 prior to submission to the Central Bank of Ireland (‘Central Bank’) and
publication on the AGLpublic website.

Summary
COVID-19 -Significant Events

The outbreak of the novel Coronavirus SARS-CoV 2 throughoutthe world has impacted businessina number of
ways. AGL have implemented business continuity measures to ensure it can continue to service its customers.
However, changingmarkets haveled to hedge losses andchanges in the Company’s balance sheet. While these
impacts are somewhat significant, projections have indicated that the Solvency Coverage Ratio remains within
the Risk Appetite levels andthe Company has the capital and liquidity available to weather further volatility.

Business and Performance

AGLis authorised inlrelandto transact life assurance business in the European Union. The Company is regulated
by the Central Bank and underwrites insurance risks throughits head office and local branches along three lines
of business (variable annuity?, unit-linked and protection). The Company is a wholly owned subsidiary of Allianz
SE.

Significant events for the Companyover theyear include:
e  Sales fellacrossall business lines following the downturn inthe markets atyear-end 2018.
e  However the Company continuedto enlarge its distribution capacity and geographical reachin 2019.

Amongst others, sales through non-proprietary channels commenced in Italy, whilst preparations for the
business launchinGreece neared completion.

e  The development of marketfactors was closely monitored and reprices prepared to maintain profitability
especiallyinresponseto the further declinein interestrates.

AGL’s underwriting performance (including investment income) in 2019 was higher than the 2018 result. This
was driven predominantly by lower hedge losses and assumptionchanges causing a change in liabilities. Overall,

1 Variable annuities are unit-linked policies with guarantees in relation to one or more of a minimum withdrawal, death or accumulation
benefit.



underwriting performance was ahead of plan. Protectionagainst mortality, morbidityand catastropherisks are
the focus of AGL’s reinsurance arrangements, however these are of minor scale amongst the overall risks. Equity
markets rose during 2019, as a result, unit-linked assets recorded positive performance. The Company runs a
hedging programme in order to offset the future change in the economic value of the guarantees as capital
markets fluctuate.

System of Governance

The governance structure of the Company has not changed during 2019 and AGL continues to operate an
effective System of Governance which provides for prudentandsound management of the business.

The ultimate responsibility for the Company’s business rests with its Board of Directors (the ‘Board’). The Board
delegates certain responsibilities to its Committees and senior management, while retaining responsibility for
overall control of the Company and strategic decisions. The Company places a high value on appointing fitand
proper individuals and seeks to ensure that each individual is suitably qualified to perform the role for which
he/sheis being recruited andthathe/sheis honest andtrustworthy.

AGL has implemented a comprehensive risk management system, consistent with Allianz Group standards and
industry best practices, referred to as its risk management framework. The Chief Risk Officer and the Risk
Management function are responsible for setting an auditable framework for all risk-related activities in the
Company. The framework is achieved via the development, maintenance and monitoring of risk policies, limits
and guidelines as well as the risk measurement methodology, and is compliant with all applicable regulatory
requirements.

The Company performs a regular own risks and solvency assessment (the ‘ORSA’), directed by the Board. The
ORSA is the collection of interlinked processes implemented by AGL to identify, assess, monitor, manage and
reporton theshort, medium and longtermrisks that the Companyfaces and to determine the amount of capital
(‘Own Funds’) necessary to ensure that overall solvency needs are metatall times.

AGL has put a comprehensive suite of internal controls in place, based on a three lines of defence model with
graduated control responsibilities. The Company's Compliance function monitors compliance with applicable
laws, regulations and administrative provisions, as well as advising senior managementand supervisory bodies
on compliance with these.

The Company remains satisfied that the system of governance remains fit for purpose and appropriate for the
nature, scaleand complexity of therisks inherentin its business.

Risk Profile

The Company faces both risks that are external innature (e.g. market risks and underwriting risks) andinternal
(e.g. risks to systems and processes).

AGL's top risk relates to risks arising from financial markets. The primarysource of AGL's market risk is in relation
to guarantee obligations to policyholders and the future profits of the Company. The Company employs a
dynamichedgingprogramme to mitigatetheriskinrelation to guarantee movements. The hedging programme
invests in financial derivatives which increasein value to offsetincreases inexpected guaranteed pay-outs and
viceversa, thus reducing the volatility of Company profits.

The Company’s main underwriting risk is increasing life expectancy whereby, if policyholders receiving
guaranteed lifetime incomes live longer than expected the Company would suffer financial loss. The main
business risks are surrender and expense risk. The Company’s largest operational risk exposures are related to
the operation of the hedging programme.

Risk is controlled and managed with reference to the regulatory Solvency Il principles. The Company uses an
Internal Model to calculateits Solvency Il Risk Capital Requirement (‘SCR’). The SCRis setat a level to ensure that
the Company can meet obligations to policyholders and beneficiaries over the following 12 months with a 99.5%
probability, which limits the chance of falling into financial ruinto less than oncein200 years.

AGL’s Internal Model reflects the risk profile and risk mitigationactions of the Company. In particular, itallows
for the ongoing operation of the hedging programme. The Internal Model is part of the Allianz Group Internal
Model and was approved by the Central Bank as part of the wider Allianz Group approval by their supervisor, the
German Federal Financial Supervisory Authority (Bundesanstalt fiir Finanzdienstleistungsaufsicht—‘BaFin’). The
Internal Model governance structureis consistent withthe system outlined inthe previous section.



There were no significant changes to therisk profile of AGLduring 2019.
Valuation for Solvency Purposes

AGL has valued its assets and liabilities on a market consistent basis i.e. using information which is market
observableinformationwhere possible. The Company’s assets are primarilythose held to back the policyholder
unit-linked liabilities with the surplus held as bonds, cash, cash equivalents or derivatives. During the reporting
period AGLdid not make any changes to the recognition, valuation bases or estimation techniques used for its
assetvaluation.

The Technical Provisions comprise the Best Estimate Liability and the Risk Margin. Anumber of assumptions feed
into the calculation of the Technical Provisions. Over 2019, as part of the annual experience investigations the
assumptions for future mortality, lapses and expenses were updated. There were no material changes to the
calculation method of the Technical Provisions.

There were no material changes to the bases, methods, or main assumptions usedfor the valuation of the other
liabilities over the reporting period.

For certainassets and liabilities, the valuation principles and methods used as part of the Solvency |l regulatory
regime differ fromthe corresponding principles and methods in the International Financial Reporting Standards
as adopted by the European Union (‘IFRS’). The table below shows the impact of these differences on the
Company’s balance sheet.

Table 1: Comparison of balance sheets as at 31 December2019 (€m)

Solvency i IFRS** Deviation
Total assets 6,096.4 6,151.3 54.9
Total liabilities, including technical provisions 5,816.4 6,007.2 190.8
Excess assets over liabilities / Net asset value* 280.0 1441 135.9

* Net assetvalueis excess of assets over liabilities under IFRS as shown inthe Company’s financial statements.

** |FRS data has been reclassified to align with the Solvency |l balance sheet presentation, highlighting
differencesinvaluationonly. This presentationis different to thatunder QRTS.02.01.02, however, the excess
of assets over liabilities under IFRS inboth presentations agree.

The main difference between Sll excess assets over liabilities and IFRS Net asset value shown in Table 1 is related
to thevaluation of technical provisions (as described inSection D.2), and the removal of deferred taxassets and
liabilities (as described inSectionD.1).

Capital Management

AGL operates within a defined capital management framework. The primary objective of this framework is to
ensure adequate capital is available to fulfil regulatory requirements, and specifically to cover the SCR.

The Capital Management Policy defines a target level of capitalisation known as the ‘management ratio’. This
ratioissetata level which ensures compliance withregulatory requirements over a three year planning horizon
even after severe financial stresses or losses from the insurance portfolio. The Company aims to keep the
capitalisation close to this ratio.

Secondary objectives include addingeconomicvalue over the cost of capital and having shareholders participate
in the economicdevelopment through, for example, dividend payments.

All of the Company’s Own Funds fall under Tier 1 capital, made up of high-quality and unrestricted Own Funds.
The Company’s available Own Funds as at 31 December 2019 amountto €280.0m. There has been a substantial
increasein Own Funds over 2019, primarilydriven by the positive impact of new business, an increase i n expected
future profits from strong equity performance and best estimate assumption updates. This was partially offset
by hedge losses on the Asian book.



Thesolvency ratioat 31 December 2019 was 208%, anincrease from 174%at 31 December 2018. The SCR before

tax has increased in line with increasing new business volumes however the Own Funds have increased more
dramatically, leading to theimproved solvency ratio.

There were no significant changes to AGL's capital managementframeworkduring 2019.



COVID-19 -Significant Events

Whenever any major development occurs that substantially changes the significance of the information
published inthe SFCR, an update of the Solvency and Financial Condition Reportis required in accordance with
Article 54 of the Solvency Il directive. The current situation regarding the COVID-19 pandemic is considered to
be a major devel opment of this kind.

The following sections on the five chapters of the SFCR provide information on the nature and impact of the
major development with respectto the coronavirus, as farasitcanbe estimated at this stage.

A. Business and Performance

The COVID-19 pandemic is currently affecting all aspects of our personal and professional lives, the health of the
world’s population, global economic performance and the financial markets. Des pite all these uncertainties, AGL
and its branches are very well prepared for the situation. This applies both to keeping operations going and
maintaining the capital position in times of crisis. The great majority of AGL operations have now switched to
home working —and this has been achieved inan effective manner. By doing so, AGLhas ensured its employees
aresafeand is also prepared to ensure work can continue even if the restrictions on public life are further
tightened.

Whileitis too early to give a concrete expectation of theimpact on the Company’s overall underwriting result,
for mortality sensitive products, i.e. Geniallife, CQP and Group Life, there may be some deterioration in
experience which is limited through the use of reinsurance and the fact that these products make up a small
portion of the business. The Company has been in contact with its reinsurers and does not expect any
interruption to its cover. The mortality impact on the variable annuity book is not expected to be material given
the low mortality coverage.

So far, there have been no material impact to AGL’s 2020 sales volumes, which were tracking ahead of plan
duringQ12020. Itis currently too early to tell whattheimpact may be on surrender/lapse experience although
this is expected to beimpacted by market factors.

The overall impact of the COVID-19 pandemic on the expected financial result of the Company is likely to be
negative. During Q12020, the Company experienced hedge losses as a res ult of the significant market volatility
that will feed into its overall financial result. Continuing volatility in financial markets will impact the hedge
performance butthe potential for ongoinglosses is reduced inthe near future due to the effective operation of
Targeted Volatility Mechanisms within the variable annuity funds. These mechanisms de-risked the variable
annuity funds, moving significant fund portions out of equities between mid-February and mid-March. The
Company has sufficient capital to sustain further significant hedge losses.

B. System of Governance

The Risk Management function is responsible, among other things, for assessing risks and monitoring limits and
riskaccumulation. This also includes the ongoing assessment of risks resulting from pandemics such as COVID-
19. In order to assess current developments with potentially significant effects on AGL, such as COVID-19, it is
particularly important to conduct s pecificanalyses.

The Company's Own Risk and Solvency Assessment (ORSA) is a comprehensive evaluation of all risks of the
business. The Company concludes its regular annual ORSA process in Mayand theimpacts of COVID-19 will be
full considered inthis assessment.

In general, external events have no impact on the governance system of AGL. The Company’s normal governance
structure remains operational at this time and all personnel, including non-executive and independent non-
executive directors have the ability to work remotely.

C. Risk Profile

AGL continues to monitor and manage all risks to which it is exposed in line with its existing risk management
framework. Impacts of specificunderwriting and business risks are in line with the discussion above in the section
on business andperformance.

Market Riskremains the Company's largest risk exposure, and may be expected to increase due to the ongoing
volatility in the markets. This risk is beingactively monitored on anongoing basis.



The Company’s liquidity position has improved as a result of the significant in-flows of hedge collateral during
Q1 2020 and now ranges significantly above the Company’s liquidity risk limits. However, such in-flow may
increase the Company’s credit/counterparty riskexposure.

The Company does not expect significant changes to the other risk categories as a result of the COVID-19
situation.

Note, the statements on the risks associated with the COVID-19 pandemic are subject to the proviso that risk
identificationandassessment are of a provisional nature at the time of reporting (end of March2020).

D. Valuationfor Solvency purposes

As noted above, the Company has experienced losses on its hedgingportfolio as a result of the ongoing volatility
in financial markets. Other shareholder assets are primarily invested in fixed income securities, which have seen
anincreasein theirvalue.

Itis currently expected that AGLwill see anoverall reductionintechnical provisions. We expect the best estimate
liability (excluding unit-liability) to increase due to reduced projected income as a result of lower fund values and
fallinginterestrates increasing the cost of guarantees. Therisk margin will also be expected to increase due to
the impact of falling interest rates on the longevity and lapse SCRs. These increases will likely be offset by the
large fallin unit liability due to poor market performance hence reducing the overall technical provisions. It is
too early to quantify the magnitude of these changes.

E. Capital Management

In view of the Solvency Il capital ratio of 208% as of December 31, 2019, and the stress tests performed, AGL
does not foresee any breach of its Solvency Capital Requirement or Minimum Capital Requirement. This
statementalsoappliesinthe context of the COVID-19 pandemic. Based onthe informationavailable to us in mid-
March, we expect the Company to continue to be sufficiently capitalized, in compliance with the regulatory
Solvency Capital Requirement and the Minimum Capital Requirement.

The Company carried out a full recalculation of the Solvency Coverage Ratio at end-February 2020, this resulted
ina decrease of the solvency ratio from 208% atyear-end 2019 to 193% at end-February. The solvency ratio is
estimated to havefallen further to circa 174% at mid-March 2020. While we note these fallsare significant they
remain within Risk Appetite levels. The falls above are driven by anincreaseinthe Solvency Capital Requirement
mainly dueto fallinginterest rates, coupled with weaker market returns eroding present value of future profits
and hedge losses reducing own funds.



A. Business and Performance
A.l. Business
Al.l. Business operations

AGL, partoftheAllianz Group, is authorised in Ireland to transact life assurance business in the European Union
under theThird Life Directive as introducedinto domesticIrish legislation by the European Union (Insurance and
Reinsurance) Regulations 2015. It was incorporated on 11 June 2008 and received approval from the Central
Bank on 14 August 2008 to carry out Classes | andlll Life Assurance business. The Company's registered office is
Maple House, Temple Road, Blackrock, Co. Dublin, Ireland.

A.1.1.1. Supervisor

The Company is regulated by the Central Bank of Ireland. The registered office of the Central Bank is North Wall
Quay, Dublin 1, Ireland.

The parent holding company, Allianz SE, is regulated by the German Federal Financial Supervisory Authority,
Bundesanstalt fiir Finanzdienstl eistungsaufsicht (‘BaFin’), Dreizehnmorgenweg 13-15,53175Bonn, Germany.

A1.1.2. Auditor

The external auditors are PricewaterhouseCoopers (‘PWC'), Chartered Accountants. The registered office of PWC
is OneSpencer Dock, North Wall Quay, Dublin1, Ireland.

A.1.1.3. Insuranceoperations

The Company operates predominantly on a Freedom-of-Establishment basis, underwriting insurance risks
through local branches alongthree lines of business (variable annuity, unit-linked and protection). The Company
focused initially on the sale of a variable annuity (‘VA’) product with a guaranteed minimum withdrawal benefit
(‘GMWB’) which is enhanced by a guaranteed minimum death benefit (‘GMDB’) for some product generations
(Invest4Life). This product, also referred to as classic variable annuity business, is sold via a proprietary sales
channel through the Company’s French branch officesinceitssetupin 2008, and its Italian branch office since
its setupin 2009. The German branch, set up in 2009, ceased selling this productin 2012.

Subsequently, the variable annuity business has expanded through two distinct developments. Firstly, the
Company started accepting reinsurance at the beginning of 2016, takingover treaties from Allianz Re Dublindac
for variable annuity policies that were underwritten by Allianz Japan and Allianz Taiwan. These reinsurance
activities were extended during 2019 through a new reinsurance treaty with Allianz Philippines, through which
the Company accepted market and biometricrisks in relation to a fixed index annuity product. Secondly, in late
2016 the Company successfully launched a new variable annuity product with guaranteed minimum
accumulation and death benefits via its Italianand French branch offices, availing inboth markets predominantly
of proprietary sales channels of Allianz Group. During 2019, the Company commenced in Italy to distribute
business outside of these structures. For both developments, the Company continues to seek opportunities to
expand its sales capacity further through third-party distributors and, potentially, geographical expansion whilst
focusingin parallel on enhancements of both its decumulating and accumulatingvariable annuity products. This
alsoincludes work on the hedging set-up to improve both hedge efficiency and management information, in
particularwithregards to the attribution of hedge profits andlosses.

In the unit-linked area, the Company currently sells two different products. Firstly, the Company offers an
investment portfolio product with anage-dependent death benefit (Private Sol utions), targeting affluent clients
which is exclusively underwritten by its Italian branch. Secondly, forits retail clientele, the Company underwrites
a productoffering an activeanddynamic life cycleinvestment concept (Targetd4life), whereby the investments
aremanaged by theinvestment manager over thelife cycleand risk appetite as specified by the client, with an
age-dependent death benefit. This product was firstly launched in Italyin 2017 and introduced recently to the
Company’s Greek branch with first sales expected inthe early part of 2020.

During 2018, the product was made available by broker distribution to the Belgian market on a Freedom-of-
Services basis through the Company’s head office in Dublin. The company is seeking opportunities to continue
to expand its geographical footprint using this product platform.

A third retail product (BigCityLife) sold originally through the Italian branch was closed to new business in late
2018.



Group life business, offering death and disability benefits for employees of corporate clients, was introduced to
the Company’s product range in 2015. This business is underwritten via brokers through the Company’s head
office on a Freedom-of-Services basis andinitially focused on the Germanmarket. In late 2017, the offering was
extended to Lithuania.

Protection business for retail clients was started through the Company’s Italian branch office in late 2015,
offering a term life product with various rider options (GenialLife). Work continues to increase sales of this
product through improved customer services and lead generation with the intention to leverage on its digital
platform to expand geographically in the first half of 2020. A decreasing term insurance product was added to
the protectionproductrangeinearly 2017 (Cessione del Quinto della Pensione). This productis sold via brokers
into the Italian market. The Company aims to grow protection business further through an expansion of the
distributionreach.

Al.2. Company structure

The Company is a wholly owned subsidiary of Allianz SE, a companyincorporated in Germany. Allianz SE is also
the ultimate holdingcompany of the Company, holding 100% voting rights.

Allianz SE

Koniginstr. 28, 80802 Munich, Germany

100% of shares

Allianz Global Life
Maple House, Temple Road, Blackrock,
Dubilin, Ireland

French Branch
— 1 cours Michelet — CS 30051, 92076
Paris La Défense Cedex, France

German Branch
— Reinsburgstr. 19, 70178 Stuttgart,
Germany

Italian Branch
— Largo Ugo Irneri 1, 34123 Trieste,
Italy

Dependent branch offices

Greek Branch
— 110 Athinon Ave, Building C, GR-
10442, Athens, Greece
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A summary of the material geographical locations and material lines of business of the Company are outlined in
the following table.

Table 2: Material branches

Material Branch Material lines of business

AGL Head Office Reinsurance
e AsianVAreinsurance (closedto new business)

e Philippines Fixed Index Annuity
Protection

e Group Life Protection Germany and Lithuania
Unit-linked

e Target4Life Belgium

AGL French Branch Variableannuity:
e Investdlife

e Activedlife

AGL Italian Branch Variableannuity:
e |nvest4lLife

e Activedlife

Unit-linked

e Targetdlife

e BigCitylife(closed to new business)
e PrivateSolutions

Protection

e Geniallife

e Cessionedel Quintodella Pensione

AGL German Branch Variableannuity:
e Invest4Llife(closed to new business)

The Greek Branchis not currently considered material for the Company.
A1.2.1. Interestsinthesharecapital exceeding 10% of the voting rights

Allianz SE, incorporated in Germany, holds all of theissued share capital and voting rightsin AGL. Thereareno
other interestsinthe share capital exceeding 10% of the voting rights.

Al.3. Significant business and other events

No significant business and other events were noted outside of those outlined aboveinSection A.1.1 and Section
COVID-19-Significant Events. No external events had a significantimpact on the business during thereporting
period.

A.1.3.1. Significantchangesinthescope of consolidation
A.1.3.1.1. Significantacquisitions

No significant acquisitions or divestments occurred and as a result, there were no significant changes in the
Company.

Al.A4. Further information

All material informationregarding the business of AGLhas been set outabove.

11



A.2. Underwriting Performance
A21. Life
A.2.1.1. Underwritingperformance by material line of business

As highlighted by the tables below, AGL’s underwriting performance in 2019, including investment income,
represented anoverallincrease to €13.0m compared to the 2018 result of €£3.9m. This increase was largely driven
by the European business profits, stemming from the unit-linked component of its VAs and unit-linked products,
which overall reported positive returns on account of rising account values due to positive equity performance
over theyear.

This positive return was partially offset by the life reinsurance result which is related to the Asian VA business.
The resultof -€5.7m (-€6.9min 2018) was driven by hedge | osses.

The other life insurance result, comprised of the Company’s protection business, delivered a positive result of
€0.3min 2019 however declined compared to 2018 (2018: €1.9m). This decrease was as a result of an increase
in reserves and to a single large group life scheme which was not renewed in Q3 19 which was only partially
offset by new premiums for smaller group schemes.

Table 3: Life underwriting performance by material line of business (€m)

2019 2018
Variable annuity and unit-linked insurance 28.6 12.8
Other lifeinsurance 0.3 1.9
Lifereinsurance (5.7) (6.9)
Other - 0.1
Total Operating Profit 23.2 7.9
Taxation (10.2) (4.0)
Total Net Income 13.0 3.9

A.2.1.2. Incomeand expenses by material geographical area

The Company’s performance is driven by the business written in France, which is reflective of the significantly
larger value of variable annuity assets under management in that branch, and favourable market conditions
resultingin hedge profitsin2019. The positive performance of the Italian branch in 2019 reflects the unit-linked
result of the variable annuity portfolio positive contribution, partially offset by hedge losses. The Asianvariable
annuities portfolio delivereda loss during the year following losses experienced inits hedgingprogramme.

Table 4: Life underwriting performance by material geographical area (€m)

2019 2018
France 21.0 8.4
Italy 8.2 3.5
Asia (5.7) (6.9)
Other (0.3) 2.9
Total Operating Profit 23.2 7.9
Taxation (10.2) (4.0)
Total Net Income 13.0 3.9
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A.3. Investment Performance

A3.1. Investmentresultandits components

The financial assets of the Companyinclude both shareholder and policyholder financial assets comprised

primarily of collective investment schemes, fixedinterest securities, governmentand covered bonds, equities

and derivatives.

The financial assets held by the Company fall into the following categories:

Table 5: Financial assets at 31 December2019 (€m)
2019

Shareholderfinancial assets

Fixed income Securities

Governmentbonds 24.7 20.4
Government agency bonds 36.6 22.8
Supranational bonds 15.3 17.6
Covered bonds 73.2 50.3
Corporate bonds 21.1 11.5
Collateralised securities 10.2 2.3
Total FixedIncome Securities 181.1 124.9
Cash and cash equivalents 84.4 90.8
Derivative assets - 22.0
:gst:tI:hareholder financial 265.5 237.7
Policyholder financial assets
Equities 39.1 34.5
Fixed Income Securities 84.0 78.0
Collective Investment Schemes 4,943.2 4,150.8
Cash and cash equivalents 51.0 49.4
Total Policyholder financial 5,117.2 4312.7

assets
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A3.2. Overallinvestment performance

Income from investment assets consists of interest and dividend income, net gains/losses on financial assets
classified as fairvalue through profit or loss, andrealised gains/losses on financial assets. A break-down of these
by assetclass are outlined below:

Table 6: Performance by asset classin 2019 (€m)

Investmentson

Shareholder behalf of
Investments* policyholders

Equities - 1.4 1.4
Fixed income securities 0.2 1.1 13
Collective Investment undertakings - 1.6 1.6
Futures 0.2 - 0.2
Swaps (38.7) - (38.7)
Loans & Mortgages - - 0.0
Total Investmentincome (38.2) 4.1 (34.1)
Equities - 3.8 3.8
Fixed income securities 0.2 1.2 1.4
Collective Investment undertakings - 44.7 44.7
Futures (199.7) - (199.7)
Forwards 6.0 - 6.0
Swaps 514 - 51.4
Net realised gains/(losses) on financial assets (142.1) 49.7 (92.4)
Equities - 5.4 54
Fixed income securities 0.8 3.3 4.0
Collective Investment undertakings - 597.1 597.1
Forwards (2.4) - (2.4)
Swaps 94.5 - 94.5
Unrealised gains/(losses) on financial assets 92.8 605.9 698.7
Investment Expenses (0.2) (4.4) (4.6)

14



Table 7: Performance by asset classin 2018 (€m)

Investmentson

Shareholder behalf of
Investments* policyholders

Equities - 1.3 1.3
Fixed income securities 0.2 1.5 1.7
Collective Investment undertakings - 1.7 1.7
Swaps 28.4 - 28.4
Total Investmentincome 28.7 4.6 333
Equities - (0.6) (0.6)
Fixed income securities 0.2 (1.6) (1.4)
Collective Investment undertakings - (24.3) (24.3)
Futures 31.7 - 31.7
Forwards 8.2 - 8.2
Swaps 9.6 - 9.6
Net realised gains/(losses) on financial assets 49.7 (26.5) 23.2
Equities - (6.1) (6.1)
Fixed incomessecurities (0.2) (2.9) (3.2)
Collective Investment undertakings - (257.7) (257.7)
Forwards 8.1 - 8.1
Swaps (3.0) - (3.0)
Unrealised gains/(losses) on financial assets 49 (266.8) (261.9)
Investment expenses (0.1) (4.1) (4.2)

*Shareholder’s investments includes gains/losses that are recognised through shareholder equity. These are
presented separately under Section A.3.4.

Investments on behalf of policyholders

Following poor performance atthestartof theyear, European bonds and equity markets recorded anincrease
in overallperformance as the year progressed, with stocks significantly outperforming fixed income instruments.
As a result unit-linked assets, in addition to new business inflows, recorded a positive performance with funds
with higher equity exposure performingsignificantly better thanfunds with higherfixed income exposure.

Shareholder’s Investments
Investment performance from shareholder’s assets relates predominantlyto fixed income securities and cash.

The majority of the Company’s investment income res ult relates to interest rate swaps (‘IRS’). The result from
valuationof IRS is shown under unrealised gains/losses. Total result from IRS is driven by fluctuations in interest
rates during the periodwhichresulted ina positive performancein thecurrentyear.

Futures were the main contributor to the Company’s netrealisedloss resultin2019. The majority of the futures
portfoliois linked to equity movements whichrecorded strong performanceinthe latter part of 2019. As a result
the Company’s short positioninfutures instruments recorded substantial realised losses.

Other shareholderassets including fixed income securities and cashreturned a neutral performance during 2019
dueto lowinterestrates and theshortduration of the bonds.
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A3.3. Gains/losses recognised directlyin shareholder equity

Table 8 sets out the composition of AGL's other comprehensive income in relation to shareholder bonds of
€181.1m as at 31 December 2019, recognised directly in shareholder equity (as previously captured inTable 5:
Financial assets at 31 December 2019 (€m)):

Table 8: Gains/Losses recognised in shareholder equity (€m)

Movements in financial assets:

Fair value movement 0.8

Deferred tax effect of fair value movement (0.1)
Net income recognised in equity 0.7
A3.4. Information aboutinvestments in securitisation

At the end of the reporting period, the value of the Company’s investments in collateralised securities was
€10.2m.

A.4. Performance of Other Activities
A4l Asset management

AGL does not have any material income arising or expenses arising from asset management other than those
already outlined.

Ad.2. Corporateandother

AGL does not have any material income or expenses arising from corporate or other sources excluding those
already outlined.

A4.3. Leasingarrangements

AGL does not have any material operating or finance | ease arrangementinplace at this time, therefore, does not
have anythingto reportin this regard.

A.5. Any Other Information

All material information regarding the business and performance of the Company as at year-end has been set
outabove.

16



B. System of Governance

B.1. General Information on the System of Governance

AGL’s Board of Directors believe that an effective System of Governance is essential for prudent and sound
management of the business. The key elements of the System of Governance are outlined below.

General Governance Requirements Key Functions Fitness and Probitv
- Sound organisation - Internal Control System »  Actuvarial Remuneration
- Clear Responsibilities - Information Security = Audit
- Committees - Resilience = Compliance Outsourcing
- Policies - Documentation s Risk
- Communication - Culture tone-at-the-top +  Accounting
- Risk Management - Capital Management and Reporting IT
System
Data Privacy

# Regular review of adequacy and effectiveness

B.1.1. Overview

Good corporate governance is essential for sustainable business performance. Therefore the Board and senior
management of AGLattach greatimportance to complying with the obligations of the European Union (Insurance
and Reinsurance) Regulations 2015 and the Corporate Governance Requirements for Insurance Undertakings
2015 issued bythe Central Bank. The following diagram sets out a summary of the governance structures in place
within AGLwhichis explained further inthe following sections.

Allianz Global Life dac Board of Directors

i
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Audit Committee
— | R
| Independent I
_ | Assrance
% — s o el
= .
3 Internal Audit
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=
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Product Approval and Model Change and Risk Management Management | Assurance
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3U3J3Q JO AU 1T | | 92U343( O AUIT puT | | 20U3J3(Q 4O AU piE | | 1y8is19AQ paeog |

----- Periodic reporting responsibilities ———  Direct Reporting Line

The ultimate responsibility for the Company’s business rests with its Board of Directors at all times. The Board
takes collective responsibility for establishing the Company’s vision, values and standards, setting the
appropriate strategy and structure, del egating to management and exercising accountability to its shareholder
and its Regulator(s). The Board delegates certain responsibilities to its Committees and senior management,
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while retaining responsibility for overall control of the Company and strategic decisions. Delegation does not
relievethe Boardof its duties andresponsibilities.

The Board may delegate its authority to senior management and Committees with exceptions for each of the
following:

e Proposals of matters requiring the approval of the General Meeting of shareholders;

e Appointment and dismissal of directors, the Company Secretary, the Chief Executive Officer and senior
management and the removal from office of the head of a Control Function;

Installation of a committee and the appointment and dismissal of its members;

The approval of dividend payments and capital contributions;

The approval of theannual report, accounts and annualregulatory returns;

Other matters as determined by the Company's Memorandum and Articles of the Association;

Other matters asstipulated in the law.

At 31 December 2019 AGLBoard comprised sixmembers:

e Two Independent Non-Executive Directors (INEDs);
e Two Group Non-Executive Directors (NEDs);
e Two Executive Directors (EDs).

The Chairman of the Board is a Group NED.
The Board meets on a regular basis, atleast once each quarter.

The Board and Board Committees regularly review the efficiency and effectiveness of their activities. On an
annual basis, the performance of the Chairman is assessed by the INEDs, and the Chairman completes a review
of the performance of the other Directors as appropriate. Theresults of these assessments are discussed by the
Board. Where areas for improvement are identified from these reviews and discussions, the appropriate
measures areimplemented to rectifythese.

B.1.2. Committee framework

Certain matters may be delegated to a dedicated decision making body (Committee). The Committees aim to
facilitate business steering and to safeguard the Company’s oversight function (hereby also supporting the
internal control system). AGL Committees have clearly defined mandates, authority and appropriate
independence. The composition of the Committees reflects their different functions.

AGL utilises asystem of two types of Committees:

e Board Committee
e Management/Functional Committee
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B.1.2.1. Board committees

Board Committees include the Audit Committee and the Risk and Finance Committee. Terms of Reference
(including composition, objectives and responsibilities) of these committees are clearly defined and approved by
the Board of Directors. The Committee’s Terms of Reference are reviewed periodically, atleastannually. These
Committees representthe Boardsittingas sub-committees of the full Board. The Boardreceives regular reports
on the activities of its Committees.

Table 9: Summary of Board Committee responsibilities

Board Risk and Finance Committee Board Audit Committee

The Committee provides supportto theBoardinthe
following areas:

e Risk managementframework, includingRisk
Strategy, RiskPolicy and Risk Appetite Statement

e Investmentstrategy (e.g. strategic asset
allocation) and investment operations policies

e Reinsurance Strategy

e Capital & liquidity position, requirements, and
outlook —including both workingandsolvency
capital

e Company’s financial performance

The Committee provides oversight of the Risk
Management, Actuarial and Accountingand
Financial Reporting functions.

The Committee provides supporttothe Boardin
following areas:

e Thereviewand assessmentof the Company’s
systems of internalcontrol adequacyand
effectiveness.

e The preparation, review andapproval of the
Company’s annualstatutory and regulatory
accounts

e Matters regarding external and internal audit
operation and control

e Other governance matters, includingapproval of
specifiedtransactions andreview of Company’s
internalinstructions

The Committee provides oversight of the Internal

Auditand Compliance functions.

Members:two INEDs, one NED, one ED Members:two INEDs, one NED

Committeeis chaired by an INED Committeeis chaired by an INED

B.1.2.2. Management committees

Management/Functional committees include the Management Risk Committee, the Hedge Committee, the
Model Change & Reserve Committee, Product Approval & Oversight Committee and Integrity Committee. The
composition, objectives andres ponsibiliti es of these committees are clearly definedand documented. Terms of
Referencearesubjectto approval by the relevant Board or Management Committee.

B.1.3. Remuneration policy and practices

B.1.3.1. Policyand principles

The Board of Directors has approved a Remuneration Policy which aims to ensure that risk-taking incentives
provided by the Company’s remuneration practices are consistent with its risk appetite and do not encourage
unauthorised or unwanted risk-taking that exceeds the level of authorised risk of the Company while also
ensuring thatthe Companyisableto attract, develop and retain skilledindividuals.

Employees’ total annual remuneration comprises anannual fixedcomponentand anannual variable component.
Thefixed component represents a sufficiently high proportion of the total remuneration so that the system does
not give rise to negative effects. The Company operates a fully flexible bonus policy, which means that the
Companyisnotobliged to pay bonuses when it wouldbe inappropriateto do so.

Thevariable component of an employee’s remuneration is based on a combination of the individual performance
of the employeeinrelationto established goals and targets and the overall results of the parent company. The
measurement of the employee’s performance in relation to established goals and targets takes into account
factors such as acquired skills, personal development, compliance with the Company’s internal rules and
procedures, compliance with the standards governing the relationship with policyholders and contribution to
the performance of the Company as a whole.
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B.1.3.2. Remuneration factors

The following table summarises additional factors that are taken into account when determining whether the
following categories of employees are entitled to receive the bonus payment:

Table 10: Remuneration factors

Risktakers' ___________________KeyFunctionHoldersandstaff |

The measurement of performance as abasisfor The basis forbonus payable to employees who work
variable remuneration shall include an adjustmentfor |ina review capacity, suchas employeesin
currentandfuturerisks andthe potential impact of compliance, risk management, internal audit,
theserisks forthe Company. actuarial, legal and accounting & financialreporting
functions, shallbeindependent fromthe performance
of the business areas they review and oversee.

Employees shall not be remunerated according to
assumptions thatincentivise anexcessive risk-taking
or an underestimation of the existing risks.

B.1.33. Director’sfees

To avoid conflict of interests, Non-Executive Directors shall only receive a fixed remuneration for their services
plus the reimbursement of reasonable expenses. Mandates carried out by Executive Directors or any Directors
who are employed by Group entities (i.e. Group Directors) are not compensated at all. There have been no
material changes regarding Directors’ remuneration from previous period.

B.1.34. Pensionarrangements

AGL operates a defined contribution pensionscheme for all employees. There were no supplementary pension
payments made during the reporting period. Nor were there any early retirement schemes in operation in
respect of any member of staff of AGLduring the reporting period.

B.1.35. Materialtransactions with shareholders, directors and persons who exercise significantinfluence

There were no material transactions during 2019 with shareholders (being only Allianz SE at the moment),
directors or persons who exercise a significantinfluence on the Company.

B.1.3.6. Transactions with senior management

The Company has no agreements with the senior management of the Company other than the employment
contract.

B.2. Fit and Proper Requirements
B.2.1. Policy and processes

The Company places a high value onappointing fitand proper individuals and seeks to ensure that each individual
is suitably qualified to perform the role for which he/she is being recruited and that he/she is honest and
trustworthy.

The Company has a Fitness and ProbityPolicy (‘FPP’) in place whichsets out principles, criteria and processes to
ensurethatall persons who effectively runthe Company or occupy other key roles within the Companyare and
remain fit and proper to provide sound and prudent management through their professional qualifications,
knowledge andexperience andremain proper by beingof good repute and integrity.

The FPP contains a definition of fitness and probity and corresponding requirements for the various relevant
positions and describes the processes necessary to ensure the fitness and probity of the persons holding, or
proposedfor, these positions. The FPP provides guidance on how fitness and probity are assessed depending on
the findings and information gathered during recruiting, regular andad-hocreviews, and on the consequences

2 As defined in the Company’s Remuneration Policy in line with Solvency Il requirements.
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of a negative assessment. The FPP is compliant with the Fitness and Probity Standards of the Central Bank andis
reviewed annually.

B.2.2. Fitand properrequirements

The specificstandard of fitness required for each positionin scope of FPPis setoutin AGL's FPP inorder to ensure
that individuals occupying or proposed for such roles are competent and capable. For each position minimum
level of previous experience, technical knowledge and qualifications in particularareas aresetout. Itis expected
that all individuals proposed or holding such positions have clear and comprehensive understanding of the
applicable regulatoryand legal environment. The collective competencies, qualifications, and experience of the
Board, managementand other employees withinthe Company shallata minimum include:

Industry and market knowledge;
Business strategy and business model;
System of governance;

Financial, actuarial and riskanalysis;
Regulatory framework and requirements.

The standard of probity required for the performance of positions in scope of the FPP shall always be on the
same level irrespective of the nature, scale and complexity of the Undertaking or the responsibilities of the
particular position. Therefore, each personholding a position inscope of FPP must be financially sound, honest,
ethicaland act with integrity.

B.2.3. Fitand properassessmentand monitoring process
B.2.3.1. Initialduediligence

The assessment of the individual's fitness for a role includes a review of previous experience, knowledge and
professional qualifications, and demonstration of due skill, care, diligence and compliance with the relevant
standards of the sector the person has worked in. The assessment is based on the review of the individual’s
curriculumvitae, in-depth interview process, obtaining references and carrying out due diligence checks.

The assessment of probity of an individual is based on theirreputationreflecting past conduct, criminal record,
financial record and supervisory authority record. The assessment is based on due diligence checks verified by
the Compliance function and senior management.

Each proposed individual is required to certify that they are aware of the Fitness and Probity Standards (Code
and Guidelines issued by the Central Bankunder Section 50 of the Central Bank Reform Act, 2010) and agree to
abide by those Standards. They are also required to certify that they are not aware of any issues that may put
their fitness or probity indoubt.

All reasonable steps are undertaken to ensure that sufficientinformation is obtained to enable the Company to
properlymakeinformed decisions as to the fitness and probity of its employees.

For certain positions within scope of the Company’s FPP, approval from the Central Bank is required prior to
appointment by the Company’s Board.

B.2.32. Regular reviews

The fitness and probity of eachindividual subject to the Company's FPPis continually assessed. The assessment
is performed as a part of the annual performance review process during which the person’s continuing fitness
for the roleis assessed and any compliance infringements, which may possibly lead to the person not being
considered proper, are taken into account. The Company investigates any concerns noted fromthereview and
re-assesses thefitness and probity of the person concerned, where applicable. The process for the assessment
of results of fitness and probity reviews is setoutinthe Company’s FPP.

As part of this annual ongoing performance monitoring, individuals holding positions subject to the FPP are
required to certify that they are aware of the Fitness and Probity Standards, confirm there is no change in
circumstances that would resultinnon-compliance with the Standards and agree to continue to abide by those
Standards.
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B.3. Risk Management System, including the Own Risk and Solvency Assessment (ORSA)
B.3.1. Risk management system

AGL has implemented a comprehensive risk management system, consistent with Allianz Group standards and
industry best practices, referred to as its risk management framework. Components of this framework include:

i) Risk Appetite- AGL's Risk Appetite Statement sets out the aggregate level andtypes of risk the Company
is willingto assume withinits risk capacity to achieveits strategic objectives and business plan.

i) Risk policies and standards — AGL's risk policies and standards define the Company’s approach to risk
managementandestablishthe controls, procedures, limits and escalation procedures to ensure that risks
are managed in line with the Company’s Risk Appetite. New policies and standards are developed in
responseto changesinthe Company’s risk profile over time.

iiii) Risk identification and assessment — The risk management framework sets out processes for the
identification of existing and emerging risks at the business operation level and company level (through
the Top Risk Assessment and Internal Risk and Control system (‘IRCS’) processes).

iv) Risk oversight - Riskcontrol procedures and systems are established and designed to manage, rather than
eliminate, the risk of failure to meet business objectives. They can only provide reasonable and not
absolute assurance against material misstatement or | oss. Riskmanagement frameworks and procedures
focus on aligningthe levels of risk-taking with the achievement of business objectives.

v) Risk reporting and monitoring —AGL has implemented a comprehensive qualitative and quantitative risk
reporting framework. The reporting framework provides senior management and the Directors with
transparentrisk indicators to help themto understand the Company'sriskprofileandwhereitstandsin
relation toits stated Risk Appetite. Examples include key risk indicator dashboards, ORSA reports, and Top
Risk Assessment outputs. Each of these documents arereviewed and discussed atthe Management Risk
Committee and/orBoard Riskand Finance Committee, where action plans are agreed to addresssuch risks
identified.

B.3.2. Risk governance structure

Ultimate responsibility for the Company’s risk management rests with the Board of Directors. The Board is
supported by the Risk Management function and the operation of a number of committees that meet on a
regularbasis to review and monitorthe Company’s risk exposures.

The responsibilities of the Board of Directors and Board Committees are set out in Section B.1.2. The different
roles and responsibilities as related to the risk management system are discussed below.

B.3.2.1. AGLBoard of Directors

The AGL Board of Directors is responsible for the settingand approvingof the Company’s business strategies and

main policies, including the Risk Policy and the Risk Appetite which are oriented towards balancing risk and return.
It ensures that an appropriate, adequate and effective system of risk management and internal control is

established and maintained andensures that the Company’s executive management monitors the effectiveness

of the risk management and control system. The coordination of risk management throughout the Company,

which meets internal and external requirements, is del egated to the Risk Management function.

B.3.2.2. AGL Board Committees
B.3.2.2.1. AGL Board Risk and Finance Committee

The AGL Board RiskandFinance Committee contributes to the effectiveness of the Company’s risk
management system. The Committee’s risk-related responsibilities include the fol lowing:

e AdvisingtheBoardof Directors on risk appetite andtolerance for future strategy. Indoing this, the
Committee takes into account the overall risk a ppetite of the Company, the current financial position of
the Company, the capacity of the Companyto manage andcontrol risks within the agreed appetites. It also
considers the work of the Audit Committee and external auditors;

e  Oversightof therisk managementfunctionof the Company;

e Ensuring that risks are fully monitored, managed and reported on in accordance with Allianz Group and
Allianz Global Life risk management standards and procedures, and regulatory requirements;

e Ensuringimplementation of the risk management processes including solvency assessment.
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B.3.2.2.2. AGL Board Audit Committee

The AGL Board Audit Committee contributes to the effectiveness of the Company’s risk management and
monitoring framework. It reports to the AGL Board of Directors with regard to required enhancements to the
risk management framework, e.g. due to regulatory changes as well as changes in the market and business
environment. It reviews the Company’s Audit Planfor eachyearandensures thatadequate arrangements have
been madefor effective performance of theinternal audits, which include review of adherence to the AGL risk
management framework, as well as the external audits.

B.3.2.2.3. AGL Chief Risk Officer (‘CRO’) andthe Risk Management Function

The CRO heads the Risk Management function within the Company and is responsible for setting an auditable
framework for all risk-related activities in the Company via the development, maintenance and monitoring of
risk policies, limits and guidelines as well as the risk measurement methodology and tools consistent with the
Group risk methodology and compliant with anyapplicable regulatoryrequirements.

In particular, the CRO together withthe RiskManagement function:

e ProposetheRisk Appetite to the Board of Directors;

e Overseetheexecutionoftherisk management processes;

e Monitorand reportthe Company’s risk profile including the calculation and reporting of the risk capital;

e Support the Company’s Board of Directors and senior management through the analysis and
communication of risk management related information and by facilitating the communication and
implementation of its decisions;

e Escalatetothe Company’s Board of Directors incase of material and unexpected increases of riskexposure;

e Reportthe Own Risk and Solvency Assessment as well as any further material risk management related
informationto relevant stakeholders including Group Risk;

e Develop andimplementthe Internal Model, in particularlocal components in cooperation with Group Risk
and thelocal Actuarial function, including ongoing validation of the model;

e Develop and maintain the Company's risk policies and standards.

The CRO has authority to veto or halt with immediate effect any transaction oractivity.

The CRO is the Chair of the Management Risk Committee, a member of the Product Approval & Oversight
Committee, the Model Change & Reserve Committee, and the Hedge Committee and uses these bodies as a
means to exerciserisk oversight.

B.3.23. Managementcommittees

B.3.2.3.1. ManagementRiskCommittee

The Management Risk Committee is a management sub-committee of the Board Risk and Finance Committee
responsible for the oversight of the riskmanagement process of the Company ensuring its operations arein line
with the Board approved Risk Policy and Risk Appetite Statement. It provides an early warning function and
monitors the Company’s risk profile and availability of capital in order to maintain an adequate relationship
between return andrisk. Itis responsible for monitoring of the integrated risk and control system. Furthermore,
itis responsible for recommending and coordinating measures to mitigate material risks.

B.3.2.3.2. Model Change & Reserve Committee

The Model Change & Reserve Committee (‘MCRC’) is the Company’s governing body for models, reserves,
assumptions and parameters and covers all models developed by the Company as definedin its Terms of
Reference.

The MCRCalso fulfilstherole of an Independent Validation Unit (‘IVU’) for the validation of the Internal Model,
as well as overseeing relevant reserving and regulatory reporting matters.

B.3.2.3.3. Hedge Committee
The Hedge Committee has oversight responsibility over the hedging programme which is a key risk mitigation
activity. Its responsibilities include defining and proposing changes inthe Hedging Strategy/trading limits to the
Management Risk Committee, definingthe framework and infrastructure for hedging systems, and determining
the related project priorities.
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B.3.2.3.4. Product Approval & Oversight Committee

Itis the responsibility of the Product Approval & Oversight Committee (‘PAOC’) to provide formal approval of
new products and productamendments such as re-pricings. Itaims to ensure products approved are consistent
with Allianz Group and AGL targets and strategic objectives, monitors product performance and regularly reviews
products to ensure they continue to meet their original goals.

B.3.3. Risk exposures and Solvency Capital Requirements
B.3.3.1. Riskexposures
The following table lays out the primaryrisk categories to which AGLis exposed.

Table 11: Risk category definitions

Risk Category Definition

Market Risk Unexpected losses dueto changesin market prices, including changes instock or bond
markets, interestrates or exchange rates.

CreditRisk Unexpected losses due to counterparties’ failure to meet payment obligations or due to
overdue payments.

UnderwritingRisk  Unexpected | osses due to policyholders dying sooner, living longer or experiencing
illness more frequently thanexpected.

Business Risk Unexpected losses due to differences between actual experience and business
assumptions, including higher expenses or different levels of surrenders than expected.

Operational Risk Unexpected losses resulting frominadequate or failed internal processes and systems,
from human misbehaviour or errors from external events.

LiquidityRisk This istheriskthatthe Company does not have sufficientliquid assets to continue
normal business. Itincludes therisk thatrefinancingis only possible at higherinterest
rates or thatassets may haveto beliquidated ata discount.

Strategic Risk Strategic riskrefers to unexpected negative changes inthe Company value arising from
the adverse effect of management decisions regarding business strategies and their
implementation.

ReputationalRisk  Unexpected drop inthevalue of thein-force business or the value of future business
caused by adeclinein thereputation of the Company orthe Group fromthe
perspective of its stakeholders e.g. shareholders, customers, staff, business partners or
the general public.

B.3.3.2. Solvency Capital Requirements

Insurance companies such as AGL are required to hold capital to ensure that they have sufficient financial
resources available to honour obligations to policyholders even in stressed situations. The quantum of capital
required is dependent on the nature of risks incurred and the loss that may occur in the event the Company
misestimates its exposures to thoserisks. Under the Solvency |l regulatory regime, companies have two options
to calculate the amount of capital required, the EIOPA prescribed Standard Formula or, subject to regulatory
approval, a Companyspecific ‘Internal Model’ approach. The Standard Formula approach uses a set of prescribed
risk shocks to determine the capital the company needs to hold. The Internal Model must be tailored to the
specifics of the company. Therequired capital is calculated as theamount needed to ensure thatthe company
can meet obligations to policyholders and beneficiaries over the following 12 months with a 99.5% probability,
which limits the chance of falling into financial ruin to less thanoncein200vyears.

AGL uses an Internal Model approach as this better reflects the risk profile and risk mitigation actions of the
Company, in particular the hedging programme employed to offset movements in variable annuity reserves
being reflective of the guarantee promised to policyholders. The Company’s Internal Model is part of the Allianz
Group Internal Model and was approved by the Central Bank of Ireland as part of the wider Allianz Group
approval by their supervisor, BaFin.

Chapter Cincludes greater detail on therisks to whichthe Companyis exposed, while information on how these
risks arecaptured in the InternalModel is coveredin Section E.4.
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B.3.33. Internal Model governance

The key purpose of the Internal Model governance structure and process is to ensure the ongoing
appropriateness of the design and operation of the Internal Model and that it continues to reflect the risk profile
of the Company.

B.3.3.3.1. AGL Board of Directors

The use of the Internal Model is subject to internal approval by the Board of Directors. The Boardapplies to the
supervisory authorities for regulatory approval of the model and areresponsible for approval of all subsequent
major model changes, as well as the annual revalidation. The Board also has responsibility for putting in place
systems which ensure the on-going appropriateness of the designand operation of the Internal Model .

B.3.3.3.2. Allianz Group Standards

The Company has adopted the relevant Allianz Group standards around control of the Internal Model; in
particulartheAllianzStandard for Model Governance (‘ASMG’) and Allianz Standard for Model Change (‘ASMC).

Allianz Standard for Model Governance
The ASMG sets therules and principles forensuring the appropriateness of the Internal Model:

o All elements of the Internal Model must go through a structured validation andapproval process before it
may be used;

e Avalidation takesall relevant qualitative and quantitative aspectsinto accountand demonstrates that the
Internal Model adequately reflects therisk profile of the business and can bereliably used asinput for risk
decisions;

e Controlsmustbein placeto preventor detecterrors during operative use of the Internal Model; and

e All documentationrelating to quantitative and qualitative components of the Internal Model necessary for
evidencing model appropriateness shallbe maintained.

Allianz Standard for Model Change
The ASMC sets therules and principles for ensuring the appropriateness of Internal Model changes:

e TheInternal Model may need to be changed subsequent to initial validation and approval to ensure that it
remains appropriate after events that mayrequirea model change (e.g. changesintheriskprofile, business
model or operating environment);

e All model changes must go through a structured model change and approval process before they can be
implemented;

e The depth of the respective model governance (i.e. approval body) depends on the materiality and
proportionality of the model component;and

e The quantitative impact of individual changes, as well as the combined impact of multiple changes, are
analysed as anintegral part of the model change process.

The roles assignedthrough these standards are outlined in Table 12.

Table 12: Internal Model Governance Responsibilities

ASMG ASMC
e Implementation of ASMG e Implementation of ASMC
e Approvaloftheapplicationtousethe e Approval of any major local model
Internal Model changeaswellastherespective
Board e Confirmation of the ongoing applicationto the Allianz Group
appropriateness of the Internal Model supervisor (BaFin)for external approval

(atleastannually)
e Recommendationfor approvalofinitial e Decision on theclassification of model

) application changes based on recommendation of
E_Oa rd Riskand Recommendationfor confirmation of CRO
‘nance ongoingappropriateness e Recommendationfor approvalof major
Committee

centralandlocal model changes
e Approval of minormodel changes
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ASMG ASMC

e Ensuringcompliance with ASMG e Proposalfor theclassification of model
including: changes
- Ensuring model validation is e Ensuringcompliance with ASMC
performed and documented e Approval of immaterial model changes
CRO - Ensuringthatthepersons (in case of stochastic cash flow model
providing expertjudgment have jointapproval with Head of Actuarial
adequateskillsandexperience Function)
- Ensuringthatall relevant
documentationis kept complete
and up-to-date
e Initialapproval of the model e Initialapproval of anymodel change
Model .Change& (component) e Fulfilstheroleofthe Independent
Reserv.lng e Decidingonaremediation planif Validation Unit
Committee hecessary
e Ensuringthe existence of adequate e ldentification of the need for a model
documentation change
e Model development e Implementation or oversight of the
Model Owner e  Overseeingtheimplementation of implementation of model changes
controls e Evaluatingtheimpact of model changes
e Assessingdataqualityandsign-offof ~® Ensuringindependentvalidation
expertjudgment

There has been no changeto AGL’s Internal Model governance process during 2019.
B.3.3.3.3. Internal Model validation

The ASMG sets outthe rules and principles for ensuring the initial and ongoing appropriateness of the Internal
Model. The performance and on-goingappropriateness of the Internal Model is monitored through a validation
process, which follows this approach:

e Assessing whether the results produced by the model are appropriate and the existing documentation is
sufficient;

e Performance of independent validations of the models by external consultants;

e Assessmentsasto whether the Allianz Group model components are appropriate taking intoaccount AGL-
specificconcerns;and

e Global model validationis employed to validate the entire model taking into consideration results across all
validationareas andtheinterrelation between them.

The Internal Model annual validationreport documents the results of ongoingvalidation assessments, provides
a list of any recommendations and action plans and sets out the rationale for the assessment of ongoing
appropriateness of the overall Internal Model. The report records the sign-off of the Internal Model by the Board
of Directors and is a key source of information for regulatory oversight.

B.3.4. Own Risk and Solvency Assessment

In additionto theriskmanagement processes already described, the Company performs a regular, at least annual,
assessment of its own risks and solvency needs (the ‘ORSA’).

B.3.4.1. ORSAProcess

The ORSA is the collection of interlinked processes implemented by AGL to identify, assess, monitor, manage
andreportontheshort- and long-termrisks that the Company faces and to determine the Own Funds necessary
to ensurethatoverall solvency needs are met atall times. The ORSAis nota singlereport prepared once each
year. Instead, itis the culmination ofa continuous riskmanagement process carried out throughout the year and
is summarised inthe ORSAreport.

Compilation of the ORSA Reportcomprises three stages:
e Currentstate- AGLdetermines its risk profile at the time of the ORSA. The assessment of current solvency

needs determines whetherthe Company is adequately capitalised based onan identification and assessment
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of all material risksitis currently exposed to. This assessment takes risk capital, available capital and stress
scenario impacts to the solvency position, as well as the effectiveness of the internal control system into
consideration.

e Future state- AGLdetermines its future solvencyneeds based on stress ands cenario testing. As part of the
ORSA, AGL’s Risk Capital position and liquidity needs are assessed under both the central scenario, which
aligns with the Company's business planningforecasts, and under a range of forward-ookingstress tests or
stressed scenarios. The impact of each of these is assessed to ascertain its impact on the Company’s
capital/solvencypositionandliquidity position. Projections are aligned with AGL’s regular planning horizon.

e Reporting-TheBoard of Directors assess the results of the ORSA process, assesses whether actions should
be taken, and adjudicate on the sufficiency of the Company’s available capital. The results of the ORSA
process are finally approved by the Board, published in the ORSA Report along with the Board’s assessments,
and providedto the Central Bank.

The Company’s ORSA process is governed by the Allianz Standard for Own Risk And Solvency Assessment
(“ASORSA’), which detailsthe process as outlined above.

B.3.4.2. Integrationinto organisational structure and decision-making process

The ORSAis an integral part of AGL's business strategy and takes the nature, scale and complexity of the risks
inherent in the business into consideration. The ORSA process is coordinated by the Company’s Risk
Management function andincorporates the input from different areas of AGLincludingthe key control functions.

The ORSAdraws upontheentirerisk management system to determine AGL’s capital adequacy and ensure that
consideration of risks and capital needs form an integral part of the business decision making processes of the
Company. This incorporates the day-to-day execution of the risk management framework, as well as standard
and ad-hoc reporting to Board, Board Committees and Management Committees. Decisions related to capital
management, investment strategy and risk mitigationare made only after considering ORSA results.

B.3.43. Interaction of capital managementandrisk managementsystem

The ORSA process includes Solvency |l balance sheet projections on a number of alternative scenarios to
investigate AGL's ability to withstand a variety of possible conditions in the future.

All material risks are translated intoa risk capital amount which is compared to the available capital as part of a
solvency analysis. The Solvency |l Risk Capital Requirement is calculated using AGL’s Internal Model.

A key output of the ORSA process is the assessment of the sufficiency of available capital given the risks the
Company faces. The Company sets a target | evel of capitalisation, whichincorporates a buffer, in order to ensure
that the Company would remain solvent, even after the occurrence of financial stresses or losses. The ORSA
process examines the impact of various stresses and scenarios andthe Board use this information together with
the targets setoutin the Capital Management Policyto adjudicate on the capital adequacy.

B.3.44. Boardreviewandapproval

The AGL Board of Directors takes an active part in directing the ORSA. This entails not only understanding and
approving the outcome of the ORSA, but also steering how the assessment is to be performed (for example
defining the stress scenarios required for the report,) challenging the results, and instructing on management
actions to be taken if significant risks materialise. Each ORSA report is subject to review by the Board Risk and
Finance Committee, before being reviewed and approved by the Board. Once approved by the Board, the ORSA
is distributed to the Central Bank andallstaffwitha key role in the decision-making processes related to business
strategy, risk strategy andrisk and capital management.
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B.4. Internal Control System

AGL’s control objectives include:

Safeguardingthe Company’s existence and business continuity;

Creatinga strong control environment;

Conducting control activities;

Providing management bodies with relevantinformationfor their decision-making;
Efficientand effective processes;and

Ensuring compliance with applicable laws andregulations.

B.4.1. General control elements

B.4.1.1. Principles

In order to achieve these objectives, AGLhas puta comprehensive suite of internal controls in place. The general
principles uponwhichthe design of the suite of internal controlsis designedare:

B.4.12.

Safeguardingandsegregation of duties to avoid excessiverisktakingand potential conflict of interests.

Material decisions aretaken by atleast two representatives of the Company (‘four-eyes-principle’) s ubject
to authority limits. Decision making processes at all management levels incorporate relevant unbiased
informationthat facilitates soundbusiness judgement.

For thefinancial reporting process, AGLapplies a control framework that aligns with the Allianz Group.

Roles and responsibilities for the operation of internal controls are clearly defined and communicated.
Responsibleindividuals aretrained inthe operation of the processes and controls.
Processes areto be well structured and documented andkey controls that are ap propriatelydesigned and
operate effectively, are putin place.

‘Threelines of defence’ model

AGL’s risk governance framework is based on a three lines of defence model with graduated control
responsibilities. The distinction between the different lines of defenceis principle based and determined by
activities.

1st Line of

Defence

Business Operations:
Business management
is resposnbile forthe
identification and

assessment of risks and
implementation and
enforcement of controls
for their areas of
responsibility.

Key Com ponents: CEO,
Business Management,
Management Committees,
Employees, Outsourced
Service Providers

B.4.13. Policyframework

2nd Line of

Defence

Oversight & Challenge:
Board sub-committees
and control functions

provide key oversight of
activities in business

operations and
challenge the
completeness of risk
identification,
assessment and control.

Key Components: Board

sub-committees, Risk,

Compliance and Actuarial

Functions

3rd Line of

Defence

Independent
Assurance: Internal
Audit provides
independent and
objective assurance on

the robustness of the
Risk Managment
System, and the
appropriateness and
effectiveness of internal
controls.

Key Components:
Internal Audit Function

Steering and controllingthe Companyis further achieved by a set of internal policydocuments. Internal policies
are AGL-specific rule setting documents issued by an authorised owner with the intention to establish binding

rules or guidelines for relevant topics. Each policyis assigned to the document owner who ensures that:
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e The policyisimplemented andadheredto;
e The policyiskeptup todate;
o The policyisdistributed to therelevantaudience (including AGLbranches and other parties).

AGL policy documents arereviewed regularly, butat|east annually, to ensure their continuous appropriateness.
B.4.14. Integrated RiskandControl System

AGL applies an Integrated Riskand Control System (‘1RCS’) to support effective management of operational risks,
including reporting risks, compliance risks and other operational risks (e.g. information security, business
continuity, outsourcing andlegal). The IRCS constitutes a harmonization with respect to the principles, processes,
methodologies (e.g. risk assessment, issue classification) and reporting formats employed by key control
functions as part of theirres ponsibility to oversee operational risk management by the business.

The IRCS provides a control effectiveness assessment covering the most important controls (“key controls”)
relied uponto mitigate significant operational risks.

B.4.2. Specific control areas
B.4.2.1. ControlsaroundFinancial Reporting

In order to identify and mitigate the risk of material errorsinthe Group’s consolidated financial statements and
the Group Management Report, Allianz Group has implemented controls aroundits financial reporting.

A robust set of key controls and validations should be implemented across the financial reporting process
checking. All relevant data must be gathered, reviewed andvalidated inan accurate manner, documenting end-
to-end processes. Automated solutions are employed where possible. An Integrated Risk and Control System
(IRCS’) shall be implement with respect to information data quality for financial reporting. Segregation of
responsibilities between preparer and reviewer should be in place. The various controls should be subject to
review and documented as evidence.

To identifyand managealloperational risks that may significantlyimpact the reliability of reporting (“Reporting
risks”), the overall “IRCS concept shall be applied (IRCS-concept, replacing the former ICOFR approach). The IRCS
controls are based on the Allianz Group IRCS Catalogue which contains a comprehensive list of risks typically
faced by OEs, broken down into the risktypes of Reporting risks, Compliance risks and Operations risks. Further
guidanceis provided in the Integrated Risk and Control System Guideline.

Testing of the control effectiveness is carried out on a 5 years cycle and follows a risk based approach.
Deficiencies noted throughthe control testing process are reported to the Audit Committee

B.4.22. AccountingProcedures

The Group’s and AGL’s financial statements are prepared in accordance with International Financial Reporting
Standards (IFRS).

AGL has implemented an Accounting and Reporting Policy which follows the Group Policy as adapted
appropriately for local consideration and approved by AGL'S Board of Directors. Adherence to Group
requirements shall be confirmed by Management via signing a res pective Statement of Accountability.

B.4.23. ControlsaroundInformation Security

In order to ensurean appropriate level of preventive, detective and responsive information security and cyber
controls, Allianz Group has developed and operates a Group Information Security Framework (‘GISF’) for IT
security. This framework addresses general principles of information and cyber security (e.g. access, use, transfer
and storage of information) and outlines most important information and cyber security processes (such as
incident handling, governance and key controls). These are outlined in the Allianz Standard for Information
Security (‘ASIS’) and Allianz Information Security Directives (‘AISD’).

B.4.24. Controlsaroundthe SolvencyCapital Requirement

Allianz Group has established controls in relation to the calculation and reporting of the Solvency Capital

Requirement. Theseinclude:

e Controls governing the accuracy, completeness and appropriateness of any data used in the calculation of
the Solvency Capital Requirement (SCR)(i.e. thatis not alreadyreflected incontrolled accounting results);

e Controlsdesignedto reducetheriskof errors within therisk capital computationandreporting processes;
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Appropriateness of Internal Model

Controlsinplaceto ensuretheinitial and ongoingappropriateness of the Internal Model usedin determination
of the SCRinclude the validation of models and assumptions by independent reviews.

B.4.25. Controlsaroundunderwritingand products

AGL has established a control framework around new product development process, sales practices and client
on-boarding to ensurethatappropriate processes are followedto reduce the underwritingrisk of the Company.
The details of these processes are described in AGL's Standard for Underwriting as well as related standards and
functional rules.

When devel oping the above documents, AGLensures that principles outlined inthe Allianz Standard for the Life
& Health Product Framework, Standard for Retail Risk Management and Sales Compliance Minimum Standard
areapplied whererelevant.

B.4.26. Controlsaroundinvestments

As partof the overallinvestment management approach, AGLapplies a series of controls around the investment
of its own financial assets:

e Investments are subject to the general risk management framework of the Company, including the risk
strategy and its corresponding risk appetite (e.g. limits). The Board of AGL incorporates the investment
boundaries established by the risk appetite and Group parameters into a formal investment strategy that
includes a clearly defined Strategic Asset Allocation (‘SAA’). Further details are laid downin AGL’s Investment
Policy.

e The investment strategy processes are designed to ensure that adequate portfolio management and
controls around mandating internal and external asset managers exist. Investments into hedge assets are
governed by the Company’s hedge strategy aslaid down in the Company’s Standardfor Hedging.

e A financial control process governs the management and oversight of processes relevant for the planning,
monitoring and controlling of investment results and risks. These processes are supported by investment
reports for shareholder assets, hedge assets and policyholder funds. New financial instruments will be
subjectto the standardised process for review and monitoring established at Group level.

With respect to the investment of third party assets, separate control mechanisms exist as imposed by the
Guidelines for Insurance Undertakings on Asset Management issued by the Central Bank of Ireland. The
processes in relation to investment assets managed by or on behalfof AGLare setoutin AGL's Investment Policy.

B.4.2.7. ControlsaroundProtectionandResilience
a) Protection and Resilience Framework

In order to anticipate and prepare for,and adapt to changes andsudden disruptions to protect AllianZ business
operations (IT and non-IT), personnel and physical assets, Allianz has developed and operates a Protection &
Resilience Framework. This framework outlines the principles and procedures on how to establish, implement,
and maintain Protection & Resilience within Allianz Group (refer to the Allianz Standard for Protection &
Resilience). The scope of the framework covers various domains such as Business Continuity Management, IT
Service Continuity, Protective Security, Global Incident Management and Crisis Management.

b) MonitoringandReporting

The implementation of the Protection & Resilience Framework is supported by systematic monitoring and
reporting based on self-assessments by AGLand periodicreviews by Allianz Group. Identified deficiencies shall
be reported viathe AGLHead of Protection & Resilience to the COO whois in charge of Protection & Resilience.

c) Control Catalogue

As partofthe IRCS, the Protection & Resilience Framework provides an integrated control catalogue containing
a list of key controls. This control catalogue is binding for AGLto ensure compliance with the Allianz Standard for
Protection & Resilience.
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B.4.3. Compliance Function

The Head of Compliance is the Key Function Holder as regards the independent Compliance function of the
Company and is part of the second line of defence. The Compliance function is responsible for oversight,
detection, prevention and advice with respect to the Compliance Risk areas of the Company. The Compliance
function is designed to supplement the responsibility of the Board and of senior management to ensure
compliance with legislationandapplicable guidelines.

The main objectives of the Compliance functionare:

e Supportand monitor compliance with applicable laws, regulations and administrative provisions to protect
the Company against compliancerisks. Thisincludes the identification, assessment and mitigation of these
risks.

e Advise senior management, the Board and its Committees on compliance risks, including compliance with
laws, regulations and administrative provisions and assess the possible impact of any changes in the legal
environment on the Company’s operations.

B.4.3.1. Compliancegeneralactivitiesand processes

As part of the Internal Control System of the Company, the Compliance function exercises a set of activities to
achieveits objectives mainly by establishing and maintaining anadequate and effective compliance management
system. This compliance management system comprises of the following elements:

Promotea culture of integrity and compliance

Provide compliance training & communication

Provide advice

Establish and maintain Compliance principles and procedures
Complianceinvestigations, incident handlingand employee reporting
Interaction withregulatory authorities

Monitoring, control assessmentand reporting

B.4.32. Complianceriskassessment

On a regular basis, the Compliance function identifies, documents and assesses the compliance risk associated
with AGL's business activities. This helps to ensure that the overall compliance framework reflects the risk
exposure.

The Compliance function and the Risk Management function cooperate closely to manage these risks.
Compliance supports and contributes to data collections andrisk assessments performed by Risk Management.
Each Compliance risk assessment should be aligned withthe Risk Management function in terms of methodology,
timingandprocedure.

B.5. Internal Audit Function

B.5.1. Implementation of the Internal Audit function
The Internal Audit functionindependently:

e Reviews risk governance implementation, performs quality reviews of risk processes and tests adherence to
business standards including the internal control framework;

e Evaluates and makes recommendations for improvements in the effectiveness of the system of internal
controlsandgovernance through the application of a systematic, disciplined auditingapproach;

e Develops an audit universe covering all risks, including those arising from outsourced and co-sourced
functions whichis definedandrevised annually using a risk-based approach and subsequentlyusedto steer
and prioritiseinternal audit activities inthe context of an overall objective to obtain adequate coverage of
the entire universe withina 5-yearaudit plan;

e Issues an audit report including recommendations based on facts and professional judgement and a
summary of the mostimportant results, including anoverall assessment for each audit performed;

o Performs follow-up monitoringto ensure the deficiencies are resolved.
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B.5.2. Maintenance of independence of the Internal Audit function

Internal Audit’s standing within AGL’'s organisational structure ensures that independence is maintained at all
times. Maintaining independence means thatno undueinfluenceis exercised over the Internal Audit function,
forinstanceinterms of reporting, objectives, target setting, compensation or by anyother means.

The Internal Audit function has the authority to express its own assessment and recommendations but cannot
giveorders (exceptincases of suspicion of illegal activities/fraud).

Independence is achieved by ensuring that audit is positioned outside of functional roles and responsibilities,
that there are no obvious conflicts of interests in assignments and that auditors have not been engaged in
drafting procedures, designing, installing or operating systems, or implementing recommendations. They may
notcarryoutoperational roles.

The Head of the Internal Audit department reports directly to the Company’s CEO andalso has a reporting line
to the Chairman of the Audit Committee. The Internal Audit function reports to Allianz Group Audit and are
subjectto oversight from Group Audit.

The Internal Audit function has the right to communicate with any employee and obtain access to any
information, records or data necessary to carry outits res ponsibilities, to the extentlegally permitted. It has the
responsibility and the right to review activities, procedures and processes in all areas of the Group, without
limitation. Internal Audit has the unlimited right to obtain information and management must inform Internal
Audit of serious deficiencies and major changes in internal control systems. This information must be handled
with discretion and confidentiality.

In addition to auditing activities, management may seek the advice of Internal Audit on internal control related
topics which Internal Audit may provide. However, Internal Audit cannot compromise its independence and
cannotimplement working procedures. The advisory function of Internal Audit maynotjeopardise its core audit
activities andthe fulfilmentofits audit plan. The Head of Internal Audit must confirm theindependence of the
Internal Audit activity to the CEO (and Audit Committee), atleastannually.

The Actuarial, Compliance and Risk Management functions are separate from the Internal Audit function with
no instruction or reporting of one function into the other.

B.6. Actuarial Function

The Head of Actuarial function is the key function holder and part of the second line of defence in relation to
reporting, oversightand controlling activities.

The AGL Actuarial Policy sets out the roles, responsibilities, tasks and reporting requirements in respect of the
Actuarial function.

The Actuarial function performs tasks that are based on regulatory and business requirements and consist of
coordination andcalculation of technical reserves for accounting andregulatory purposes and other controlling
and reporting figures.

The core tasks performed by the Actuarial function in 2019, as defined by the Domestic Actuarial Regime and
Related Governance, issued bythe CBI in2015and the Guidance for (Re) Insurance Undertakings on the Head of
Actuarial function Role, issued by the CBI in 2016, included but are not limited to:

e The coordination and calculation of Technical Provisions for accounting and regulatory reporting purposes;
e Ensuringtheappropriateness of the assumptions and valuation methodologies used inthe calculation of the
Technical Provisions;
e Expressinganopinion on theadequacy of the Technical Provisions;
e Expressing an opinion on the overall underwriting policy and on the adequacy of the reinsurance
arrangements;
Expressing anopinion on the ORSA;
Contributing to the effectiveimplementation of the risk management system.
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The Head of Actuarial Function for the Company produces all of the above on an annual basis. In relation to
Technical Provisions requirements, the Head of Actuarial Function provides an Actuarial Opinion on Technical
Provisions (‘AOTP’)for the CBl andan Actuarial Report on Technical Provisions (‘ARTP’) supporting the AOTP for
the Board. Theregimealso requires an independent peer review of the technical provisions and the associated
AOTP and ARTP, thereby providing an “independent view of the company’s reserving” every three years. The
Company’sfirst peer review was carriedoutin relationto 2018.

The Actuarial functioncooperates closelywith the Risk Management function by:

e Expressingopinions on key aspects of the business and its operationas outlined above;
e Contributing to methodologies, models andassumptions used for the assessment of risk;
e Contributingtothe overall risk management process.

The HOAF supports the risk management framework through acting as Chair of the Product Approval and
Oversight Committee and Model Change and Reserve Committee and by being a member of the Management
Risk Committee and Hedge Committee.

B.7. Outsourcing
B.7.1. Outsourcing Policy

AGL has puta formal Outsourcing Policy in place, as approved by the Board, which inline with all of AGL's other
policiesissubjectto review on atleastanannual basis.

Insummary, AGL’'s Outsourcing Policy sets out:

e Theroles and responsibilities of allkey stakeholders involved in the outsourcing of functions andactivities;

e Processes and procedures for the completion of due diligence to be carried out prior to electing to place
business with a particular outsourced service provider;

e The processes and procedures for obtaining appropriate approval for new or amended outsourcing
relationships;

e The processesandprocedures for the ongoing monitoring of the activities and performance of outsourced
service providers;

e Therequirementto develop and maintain contingency plans and exit strategies in respect of all important
and critical outsourcing relationships;

e The reporting requirements, including escalation protocols, both within AGL, the Allianz Group and
externallyto the Central Bank.

AGL currently outsources a number of key services to third parties, both withinand outside of the Allianz Group,
which are subject to the Outsourcing Policy. All important and critical outsourcing relationships require to be
approved by the Board priorto beingimplemented.
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B.7.2. Outsourcing of critical or important operational functions

The table below outlines the critical outsourcers used by AGL.

Table 13: Outsourcingdetails

Provider Description of the outsourced Function or Service Provider's Jurisdiction
Allianz Deutschland AG Business applications and sub-edgeraccounting Germany
Allianz Hellas Insurance Co.SA Policy and branch administrationfor the Greek business. Greece
Allianz Investment Management SE Hedging and related reportingservices Germany
Allianz Investment ManagementLLC  Cash managementandsettlementservices USA
Allianz Lebensversicherungs-AG Policy and branch administrationfor the Germanbusiness Germany
Allianz plc Provision of the Internal Audit function & HR support Ireland
Allianz S.p.A. Policy and branch administrationfor the Italian business. Italy
Allianz Technology SE Infrastructure services for workplace, direct operations and business services Germany
Allianz Vie Policy and branch administrationfor the Frenchbusiness. France
AWP Health & Life Services Ltd Policy and claims administration forthe corporate life business Ireland
Darta Saving Life Assurance dac Provision of the Compliance function activities, operations services for Freedom- Ireland
of-Services businessand ITinfrastructureservices
Darta Saving Life Assurance dac Policy and claims administration for Freedom-of-Services unit-linked product Ireland
Irish Progressive Services Ireland

International Limited

Business applications and sub-edgeraccounting
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B.8. Any Other Information
B.8.1. Assessment of the Adequacy of the System of Governance

AGL continuously aims to improveits compliance and governance systems by ensuring that they arereviewed,

evaluated and recommendations made to the Board regarding the enhancement and development of the system,
including the outcomes from controls monitoring, root cause analysis of complaints, breaches and risk events.

The AGL Governance & Control Policyrequires anannual review of the System of Governance. This exercise was
undertaken in 2019 by the Compliance, Internal Audit, Risk, Financial Reporting and Actuarial functions. This
review covered both the design effectiveness and operating effectiveness of the internal control framework.

Based on this inputthe Board concluded thatits system of governanceis considered to be adequate given the
nature, scaleand complexity of therisksinherentin the business.

B.8.2. Other material information

All material informationhas been providedin the previous sections.
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C. Risk Profile
C.0. Introduction

The implementation of the risk management system and its integration into the Company processes has been
outlinedearlierinSection B.3.

The purpose of this sectionis to discuss the key risks to which the Companyis exposed, explainthe risk mitigation
and monitoring measures thatarein place, and demonstrate thatthe Internal Model captures the sensitivities
to theserisksinderiving the standalone SCRs.

As outlined inSection A, the primary business of the Company consists of variable annuity products sold directly
into Europe and reinsurance of variable annuities sold by Allianz Japan and Allianz Taiwan. These products offer
one or more financial guarantees in the form of guaranteed income for life (guaranteed minimum withdrawal
benefit), guaranteed minimumfund performance (guaranteed minimum accumulation benefit) and gu aranteed
pay-outs on death (guaranteed minimum death benefits). Inproviding these guarantees the Company is exposed
to significantrisks, whereby the ultimate pay-out to policyholders may be greater than the funds availableinthe
underlying policy investments, resulting inlower profits or indeed | osses to the Company.

The Company’s unit-linked products (excluding variable annuities) do notinclude market rel ated guarantees and
thus the exposure of the Company to market movements is significantly lower on these products. The future
profits from these products are however dependent on the performance of the policyholder funds, expenses
incurred, howlongthe policyholder keeps the policy and the level of claims incurred under protectionriders.

The key riskunder the Company’s protection products is the level of protectionclaimsincurred and, to a lesser
extent, the level of expenses andhow long the policyholder keeps the policy.

The Company also incurs risks through the general conduct of insurance operations, including liquidity,
operational and creditrisk.

As outlinedin Section B.3.3.2, the Company uses an approved Internal Model to calculateits SCR. The SCRiis set
ata level to ensurethatthe Companycan meet obligations to policyholders and beneficiaries over the following
12 months with a 99.5% probability, whichlimits the chance of falling i nto financial ruin to less thanoncein 200
years. The formula takes a modular approach, meaning that individual exposure to an extreme loss from each
risk category and sub-category is assessed and then aggregated together. The final SCR is less than the sum of
the individual risk capital requirements because it is not expected that all such extreme losses will occur
simultaneously within the next 12 months, this reductionis referred to as diversification benefit.

Table 14 shows a break-down of the SCR by individual risk categories and their sub-categories. These are
explained further in this chapter. The standalone risk SCRs are shown before allowing for the diversification
benefit, with this reductionapplying after theindividual SCRs are aggregated.

Table 14: AGL Internal Model SCR at 31 December 2019 by risk category (€m)

Intra-category

Risk Category Sub-category Standalone diversification
Underwritingrisk Longevity 67.0

Mortality & Morbidity 4.0

Total 71.1 (5.2) 65.9
Business risk Surrender 84.9

Expense 38.7

Total 123.6 (28.5) 95.1
Market risk Guarantees and future profits 108.9

Shareholder assets 8.9

Total 117.8 (8.4) 109.4
Credit risk Derivatives 8.4

Cash & receivables 6.2

Bonds, loans & reinsurers 1.1

Total 15.8 (2.1) 124
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Operationalrisk  Execution delivery & process mgmt. 16.9

Clients products & business practices 11.6

Fraud 4.0

Business Disruption and System Failures 0.6

Total 33.0 (8.8) 24.2
Sum of risk categories 307.0
Diversification between risk categories (133.8)
Cross-effects capital buffer 4.5
Total diversified SCR before tax 177.7
Loss-absorbing capacity of deferred taxes (43.3)
Total diversified SCR after tax 1345

Section C gives more details on the risk exposures, including how these give rise to the above capital
requirements.

C.1. Underwriting Risk
C.1.1. Exposure

The Company’s main underwriting risk is increasing life expectancy (longevity), whereby if policyholders receiving
guaranteed lifetime incomes live longerthan expected the Company would s uffer financial | oss.

AGL also has marginal exposure to mortality and morbidity riskin relation to its protection products. Mortality
and morbidity refer to the risk of greater numbers of policyholders dying or becoming ill than expected,
respectively.

There has been anincreasein AGL's underwritingrisk exposure during 2019 due to sales of new business during
the year and afallininterestrates. Afallin interest rates increases the value of the guarantees to the customer,
thereby increasing the exposure to the Company.

C.1.2. Assessmentand mitigation

Exposures to underwriting risks are monitored via reviews of actuarial assumptions against actual experience on
a regular basis. Industry standard tables are used in pricingand reserving and, where relevant, reinsurer rates
arealso used.

There has been no changein how AGLassesses underwriting risk exposure during 2019.

The strategy for managing longevity exposures includes:

e Regular review of pricing assumptions;

e Diversification of the product range towards shorter term variable annuity business with no longevity risk
and non-guaranteed investment type products; and

e Offering offsetting mortality and morbidity protection risks.

Diversifying the portfolio in thisway, means thatifin general policyholders live longer, | osses that would occur
on longevity business would be somewhat offset by increased profits from protection business and a longer
duration of profits from investment products without protection benefits.

During 2019, the Company further increased its sales of the shorter term variable annuity business with no
longevityrisk alongside sales of the existing unit-linked (excluding variable annuities) and protection products in
a manner consistent with the desire to mitigate | ongevity risks.

The strategy for managing mortality/morbidity exposures includes:

e Reinsurance arrangements to limit mortality and morbidity exposures to individual policyholders and to
concentrations of policyholders where Groups areinsured; and
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e Obtainingreinsurer advice on underwriting and pricing due to their larger pool of past experience.

C.1.3. Sensitivity

AGL’s sensitivity to underwriting riskis capturedinthe results of the InternalModel (Section E.4). The Company’s
standalone underwriting risk SCR indicates the loss that would occurin the event of an extreme shock i.e. 1-in-
200 year event, as discussed in Section B.3.3.2, to therelevantrisk, increasing longevity (€67.0m) and increasing
mortality and morbidity (€4.0m). However, as noted in Section C.1.2, longevity and mortality/morbidity are
offsetting risks and not likely to occur at the same time. The graphic belowillustrates the components ofthis SCR,
in particular highlighting the material exposurein relationto longevity.

Total
Underwriting
Risk €65.9m

C.2. Business Risk
C.2.1. Exposure

The Company’s main business risks are surrenderand expenserisk.

The surrenderrisk from the variable annuity book is material for the Company. Surrender risk refers to the risk
thatmore policyholders than expected exercise their surrender option when future cash-flows are expected to
be positive forthe Companyor that fewer policyholders exercise the option when future cash-flows are expected
to be negative for the Company. Misestimatingthe surrender assumptionis particularly crucial when considered
in conjunction with the hedging programme. The hedging programme is based on the current surrender
assumptions and will not coveranyincreasein expected pay-outs dueto a deviationfrom these assumptions.

The Companyisalsoexposedto expenserisks, i.e. expenses incurred being greater than expected. This canarise
dueto anincreasein expense levels or dueto anincreasein expenseinflation.

There has beenanincreasein AGL's business risk exposure during 2019 mainlydueto anincreasein surrender
risk. Surrender risk increased because falling interest rates increase the value of long-term guarantees meaning
thatifless policyholders that expected surrender higherlosses will beincurred.

C.2.2. Assessmentand mitigation

Exposures to surrender and expense risks are monitored via reviews of assumptions against actual surrender
rates andexpenses on a regular basis. Expense andsurrender experience studies form an important component
of this exercise.

There has been no changein how AGLassesses business riskexposure during 2019.

The key aimis that assumptions used in pricing and reserving are close to the ultimate experience for both
surrenderand expenserisks, so thatthe Companycan pay out benefitsandalsorealise profits as expected.

The surrenderassumptions used in the Company’s models are ‘dynamic’ in that they vary to reflect the perceived
value of the benefits to the policyholder, for example depending on market performance.

The risk of a material increase in internal expenses is not perceived to be significant given the Company’s
increasing assets under management. The Company currently operates within an optimal staffing structure,
leases premises and operates within an IT infrastructure provided by Allianz Group. A number of services (eg.
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hedging operations) are outsourced to other Allianz entities with a ppropriate cancellation clauses. The Company
performs a full expense-budget annuallyand monitors the cost development regularly.

Results of experience studies are continuously fed back into the managementand design process, for example
assumptions used in pricing products and hedging guarantees are regularlyreviewed and updated as required.

C.2.3. Sensitivity

AGL’s sensitivity to a change in surrender rates and expenses is captured in the results of the Internal Model
(Section E.4). The Company's standalone business risk SCR indicates the loss that would occur in the event of an
extreme shocki.e. 1-in-200 yearevent, as discussed inSection B.3.3.2, to therelevantrisk, increasing expenses
by €38.7mandsurrenders by €84.9m.

Surrender riskis a significant exposure at €84.9m, the key exposure being fewer surrenders than expected
combined with poor market performance resulting in the Company paying out significantly higher guaranteed
pay-outs than expected. Expenserisk of €38.7mreflects the loss that would occurif the future expenses of the
Company wereto increase significantly.

Total
Business Risk
€95.1m

Diversification
(28.5)

C.3. Market Risk
C.3.1. Exposure

The primary source of AGL's market risk is in relation to contractual obligations to policyholders and profits
expected to be generated from future feeincome. Thevalue of guarantees written and future profits expected
fromthe Company’s products can change significantlyin different market environments.

Shareholder assets, primarily invested inbonds, are also exposed to market movements, specifically changes in
interestrates and creditspreads. Anincreasein interestrates orcreditspreads would resultin a decreaseinthe
value of these bonds.

There has been anincreasein AGL's market risk exposure during 2019 but by less than the amount expected due
to new business. Thisis dueto more favourable market conditions atyear-end 2019 compared to 2018 and the
ongoing run-offof the Asian VAreinsurance portfolio.

C3.2. Assessmentand mitigation

The key risk mitigation employed in relation to guarantee related market risk exposures is a daily dynamic
hedging programme.

The hedging programme mitigates risks from financial guarantees by hedging market movements which
influence the value of those guarantees. Examples of market factors which can influence the value of guarantees
include equity (shares), bond, and general interest rates levels. In general, a fall in any of the aforementioned
increases the value of guarantee pay-outs the Company can expect to make. The effects of currency exchange
rates are also managed depending on the directional exposure. The hedging programme invests in financial
derivatives which increase in value to offset increases in expected guaranteed pay-outs and vice-versa, thus
reducing the volatility of Company profits.
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Hedgingis unlikely to perfectly offset market movements. Thisis due to the complexity of the liability, its non-
linear behaviour and the need to balance the cost of the approach taken and the ultimate benefits derived.
Takingallfactorsinto account, the Company has chosen to hedge key market factors covering the majority of its
exposures andto monitor anyresidualunhedged risks ona regular basis. The hedgingis updated on a daily basis
to reflect changes in markets and also changes in the Company’s inforce business, for example, due to new
business sold.

AGL's Hedge Committee and Management Risk Committee both monitor the performance of the hedging
programme on a quarterlybasis, and a separate Hedge Working Group, which meets more regularly (and at least
monthly)isused asa forumto discuss ongoing hedge performance. Daily results are provided to AGL from the
hedge programmeandtheseare monitored by the Head of Hedging Strategy and Derivatives Management and
escalated to the CFO and CRO as required. The Companyaims to maintain cumulative hedged profit/loss over a
calendar yearwithin predefined limits.

As well as managing the market risk exposures of business which has already been written, the Company also
actively repricesits new product offerings in order to keep pace with the latest market environment, offer value
to customers and protect the future financial position of the Company.

Shareholder assets are invested within limits in terms of market exposures. These limits are monitored on an
ongoing basis.

There has been no changein how the Companyassesses market risk exposure during 2019.
C.3.3. Sensitivity

TheInternal Model captures the market risk exposures of the Companyincluding the risk mitigation effect of the
hedging programme, see Section E.4.

The Company’s standalone market risk SCR indicates the loss that would occur in the event of an extreme shock
i.e.1-in-200 year event, as discussed inSection B.3.3.2, to therelevantrisk, inrelation to guarantees and future
profits (€108.9m) andin relationto shareholder investments (€8.9m).

The graphic below illustrates the components of this SCR, in particular highlighting the dominance of the risk
related to guarantees and future profits.

Total Market
Risk €109.4m

Diversification

holder
8.9

C.3.4. Application of the Prudent Person Principle
AGL applies the Prudent Person Principle to its entireinvestment portfolio. Inline with this principle:

e All assets are invested to ensure the quality, security, liquidity, profitability and availability of the entire
investment portfolio. This includes structuring the portfolio such that it is appropriate to the nature and
duration of insurance liabilities covered by these assets.

e Assets areadmissible only if the Companycan properly identify, measure, monitor, manage, control, report
and appropriately integrate theirrisks as part of the ORSA.

e Fund managers are subject to rigorous due diligence procedures prior to placing business with them and
continuous oversight throughout the lifetime of the business.

e Investment managers of policyholder funds and shareholder assets are provided with clear investment
mandates and guidelines setting limits on volatility, geographical exposure and risk concentrations.
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Derivatives are not seen as a separate asset class, but always incombination with the underlying basis instrument
or risk. Specifically with regard to the Company’s use of derivatives in the hedging programme, the following

principles apply:

e Theinvestment contributes to a reduction in investment risk or facilitates efficient portfoliomanagement.

e The useofderivatives must not create additionalrisks that have not been assessed previously.

e The Company shall notinvestinderivatives for speculative purposes.

e The Company must document the rationale for investing in derivatives and demonstrate the effective risk
transferobtained.

C.4. Credit Risk
C4.1. Exposure
The key areas where the Companymay be exposed to creditriskarein respect of:

Amounts duefrombond issuers on bonds heldin the shareholder assets;

Collateral balances and marginaccounts from derivative positions heldas part of the hedging programme;
Cash balances and deposits held with creditinstitutions;

Receivables due from debtors;

Policyholder financial assets;

Amounts duefromreinsurers;

Italian Withholding Tax (‘1WT’), as outlined in Section D.1.9.

Substantially all of the assets of the Company are held by counterparties. Bankruptcy or insolvency of these
counterparties maycause the Company's rights with respect to the investments held by these counterparties to
be delayed orlimited.

AGL's creditriskincreased over 2019inline with theincrease to the underlying exposures.
C4.2. Assessmentand mitigation
There has been no changein how AGLassesses creditriskexposureduring 2019.

The Company operates a credit risk monitoring system covering the credit quality of each counterparty. Exposure
limits and minimum credit ratings for counterparties are defined. Breach alerts are triggered in the event of
deviation fromthedesired exposurelevels.

The key aim of this monitoring system is to control individual counterparty exposures to mitigate the risk of
individual credit events. This also ensures diversification across the portfolio (in terms of industrial sectors,
geographic, asset classes and credit quality) in order to mitigate concentration risks.

Bond issuerriskisreducedbyinvestingin bonds of high rating or thatare backed by an EU government. Where
corporate bonds are held, these are limited to a specified exposure and are restricted to those of short term
duration.

Creditriskassociated with collateral balances arises from derivative positions withinvestment banks for directly
traded (i.e. over-the-counter) instruments. The credit risk exposure is effectively reduced by trading relationships
with several investment banks, daily collateral managementand the use of central clearingin accordance with
the requirements of European Market Infrastructure Regulation (‘EMIR’).

Amounts receivable from debtors are analysed for overdue balances on a quarterly basis and investigated where
required. Payment may be sought directly from debtors if late settlement is identified as part of the credit control
process.

With regards to policyholder financial assets, the Company has anexposure to credit risks related to the
underlying investments through the guarantees written. This is managed through the hedging programme as
described under the market risk section. The exposure to reduced profits on future fee income from credit risks
is less material to the Company.

Thereareno material credit risk concentrations to which the Companyis exposed.

With regard to reinsurance, AGL may only enter into contracts with counterparties vetted by Allianz Group.
Allianz Group companies have two primary criteria in selecting reinsurers. These are security and strategic
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partnership. Reinsurance counterparties are pre-selected by the Allianz Group. Reinsurers that meet the Allianz
Group selection criteria and with which the Allianz Group has expressed an interest in doing business are
contained inthe MandatorySecurity List (‘MSL’). AGLonly uses reinsurers which are on the MSL.

C4.3. Sensitivity

The Internal Model captures the credit risk exposures of the Company including the risk mitigation effect of the
central clearing and collateralisationarrangements, see Section E.4.

The Company’s standalone credit risk SCR indicates the loss that would occurin the event of an extreme shock
i.e.1-in-200yearevent, as discussed inSection B.3.3.2, to the credit quality of the counterparties on derivative
positions (€4.1m), cashandreceivables (€7.3m) and bonds (€1.0m).

The graphic below illustrates the components of this SCR, in particular highlighting the key exposurein relation
to derivatives.

TOta| Cl’edlt Derivatives 4.1
Risk€12.4m

Cash and
receivables 7.3

C4.4. Application of the Prudent Person Principle

Inlinewith the Prudent Person Principle, the Company has implemented an investment policy whichsets limits
over the extent of credit exposure and criteria on exposures by type of issuer to keep a sustainable concentration
of risks and also mitigate creditrisk. AGLhas also setlimits on the maximum amount of cashbalances that can
be deposited with individual financial institutions. As an overarching principle, the Company can only place
investments, including cash balances, with counterparties vetted by Allianz Group. All holdings are subject to
Group defined limits.

C.5. Operational Risk
C.5.1. Exposure

The Company’s largest operational riskexposures are related to the operation of the hedgingprogramme. Losses
can arisedueto operational failures withinthe implementation of the daily hedging or as aresult of operational
failures in the provision of data to the hedging programme from policyholder databases, fund managers or
market sources. The magnitude of profits or losses can depend on the nature of theissue, howlongitlasts and
how markets move during the exposure period.

In additionto the hedging programme, the Company is exposed to a range of other operational risks for example
conductrisk, IT security risk, outsourcing risk, product designfailures etc.

In order to gainefficiency andto access expertise that would otherwise not be available to the Company, several
activities within the business processes of the Company are outsourced, mostly to other entities of the Allianz
Group.AGLalso has exposure to operational risk withinthes e entities and remains ultimately responsible for the
proper execution of the outsourced services.

Therehas been no materialchangein AGL's operational riskexposure during 2019.
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C5.2. Assessmentand mitigation

The Company’s operational riskframework requires all teams across the business to carry out assessmentswhich
highlight any material operational risks that need to be considered when assessing the risk profile of the business.

As detailed in Section B.4, the Company has in place an Internal Control System across all departments. This
framework requires all teams to havein place a set of controls to manage the risks to which they are exposed.

Operational risks are identified, assessed and monitored using centralised Allianz Group risk governance and
control systems. Key Risk Indicators for the most significant operational risks are monitored at management level
as part of the ongoingrisk reporting process. Where any material risk exposure is deemed to exceed the
Company’s tolerance level, anaction planis prepared, detailing the mitigationsteps to be taken.

In order to manage operational risk at outsourcers, outsourcing arrangements are governed by Service Level
Agreements which are regularly monitored. The Board approved Outsourcing Policy governs the management
of outsourced activities.

C5.3. Sensitivity

TheInternal Model uses the Allianz Group developed operational risk model with local calibrationto capture the
operational risk exposures and controls discussed above, see Section E.4. Operational risk capital is determined
with referenceto actual exposures.

Dueto theabsence of a representative and sufficientlylong loss history, the identification and parameterisation
of operational risksignificantlydepends on input from experienced staff membersinall relevant business areas.

The standalone operational risk SCR at 31 December 2019 is €24.2m. This is calculated using a set of risk
categories asthey aredefined in the Basel Il regulations.

The graphic below illustrates the components of the SCR, in particular highlighting the key exposure of ‘Execution
Delivery and Process Management’ (€18.4m) under which operationalrisks in relation to the hedging programme
arecaptured. Furtherdetail of the exposures can beseeninTable 14.

Total
Operational
Risk €24.2m

Diversification
Business (8.8)

Disruption and —_
System
Failures 0.6

Clients
Products and
Business
Practices 11.6

C.6. Liquidity Risk

C.6.1. Exposure

In managing its assets and liabilities, the Company seeks to ensure that cash is available at all times to settle
liabilities as they fall due. Available funds are, as per the Company’s currentinvestment policy, only invested in
short/medium Euro-denominated government, covered, corporate and asset-backed bonds. The Company’s
treasurypositionisreviewed on aregularbasis andcash balances are maintained to meet due liabilities.

For investment contract redemptions, cash paid out is mainly funded by the redemption of the linked assets
supporting the contract liability.

The main liquidity risk exposure is to daily collateral flows caused by changes in the value of the i nstruments used
inthe hedging programme. Dueto market changes (movementsin interestrates, bonds, equities and currency
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exchangerates), the Company may be required to make collateral payments to its counterparties. Although these
changesshouldbe offset by a corresponding changein the value of guarantee pay-outs and thus not change the
Company’s solvency position, the collateral payments are required immediately while the guarantee pay-outs
will be experiencedatsome future date.

Dueto the offsetting effects of positive equity performance and interest rates, the Company’s liquid assets have
remained broadlystable over theyear, increasing from €356m to €380m.

C.6.2. Assessment and mitigation

The liquidity position of AGLis monitored on anongoing basis. Thereis a liquidity risk management standardin
place withBoard-approved risk-based thresholds.

The Company’s liquid assets consist of cashat bank, and bonds of various types. Maintaining adequate liquidity
atall times is a key element of AGL's risk appetite framework. Regular liquidity reports are presented to the
Management Risk Committee and BoardRiskand Finance Committee.

The Company considers its liquidity needs inall business process and planning exercises. In particular, investment
decisions are made with due allowance for current liquidity needs andthe potential changes in those needs.

Liquidity stress testing is a useful risk management tool that assists the Company in identifying potential
vulnerabilities in its liquidity position under stressed conditions. In this regard, the Companyapplies stress tests
to its liquidity positionas follows:

e Ona monthly basis, theimpact of certain market shocks on the available liquidity are determined.

e Onaquarterlybasis, the Company’s liquidity position is subjected to stress tests and scenarioanalyses.

Adequate stresses andscenarios are set by the Management Risk Committee, taking the Company’s current and
expected exposureto liquidity riskintoaccount.

Inaddition to theaboveas partof the Company’s regular planning exercises, liquidity projections are produced
based on expected and stressed sales, surrenders, investment growth rates and operating expenses which cover
a period of threeyears. These liquidity projections, incorporating base and stressed conditions, constitute AGLs
primary planning tool to assess the Company's liquidity position over the medium to long term. The Company
targets a liquidity positionsuchthat no liquidity shortfalls are anticipated in these projections.

If the assessments above reveal a potential liquidity shortfall ora potential breach of the Company’s risk appetite
the Company initiates actions to restore sufficient liquidity availability.

There have been no material changes to how AGLassesses liquidity riskduring 2019.
C.6.3. Sensitivity

The Company does not hold solvency risk capital for liquidity risk, as capital is not considered an appropriate
mitigation method for this risk.

The Company had liquid assets of €380m available to cover liquidity requirements at 31 December 2019.
Collateral flows due to market movements can materially change this amount. The impact on the liquidity
positionof a set of market stresses over 2020is estimated as follows:

e A 100bps upward movement in interest rates would resultin a decrease in liquid assets of €165m, i.e. a
decreasein liquidassets from€380mto€215m.

e A30%upwardmovementin equity prices wouldresultina decreaseinliquid assets of €136m, i.e. a decrease
inliquid assets from€380m to €244m.

While the effective impact on the liquidity position is driven by a combination of market factors, the above
scenarios demonstrate theresilience of the Company’s liquidity position.

C.6.4. Application of the Prudent Person Principle

Cash resources are held across a number of banks throughout Europe and are subject to upper limits on the
amount of cashthat may be held withinanyoneinstitution at any one time. The banks used by the Company are
approved counterparties as prescribed by the Allianz Group.

C.6.5. Further information
The expected profitincludedinfuture premiums (‘EPIFP’) is the expected present value of cash flows arising due

to future premiums included in the technical provisions. The total amount of EPIFP at 31 December 2019is €1.2m.
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EPIFP isrelativelyimmaterial for the Company, due to the small amount of regular premium business sold.

C.7. Any Other Information

Additional capital is held to reflect the additional impact of multiple risks occurring simultaneously as opposed

to individually that are not already allowed for through the correlation factors. The combined impact of risks
occurring together canbe greater than thesum of the individual impacts depending on the nature of the risks.

The market riskmodel captures the cross-effects between different market components (e.g. interest and equity).
Other cross-effects such as longevity risk versus market risk or surrender riskversus marketrisk are also allowed

forinthe SCR calculation, either through a reduction in diversification or the holding of a “cross-effects capital
buffer”.

All material informationregarding AGL's risk profile has been setoutabove.
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D. Valuation for Solvency Purposes

AGL prepares its financial statements in accordance with IFRS. The following sections contain qualitative and
guantitative information on the differences arising inrespect of the asset classes reported under Solvency Il and
the assetclasses reported in the financial statements.

Reconciliation of differences between IFRS and Solvency |1
The table below shows theimpact of thes e differences on the Company’s balance sheet.

Hokk

Table 15: Comparison of balance sheets as at 31 December 2019 (€m)

Solvency i IFRS** Deviation
Total assets 6,096.4 6,151.3 54.9
Total liabilities, including technical provisions 5,816.4 6,007.2 190.8
Excess assets over liabilities / Net asset value* 280.0 144.1 135.9

*Net asset valueis excess of assets over liabilities under IFRS as shown in the Company’s financial statements.

** |[FRS data hasbeenreclassifiedtoalignwiththe Solvencyllbalancesheet presentation, highlightingdifferencesinvalu ation
only. This presentation is different to that under QRTS.02.01.02, however, the excess of assets over liabilities under IFRS in
both presentationsagree.

***Note thatas the table isshown in millionsrounding errors may cause some differences.

D.1. Assets

Asset categories are based on the nature and function of assets and their materiality for Solvency purposes.
Below aretheassets under Solvency [landIFRS.

Table 16: Solvency II-IFRS differences at 31 December2019 (€m)*

Solvency IFRS Deviation
Deferred acquisition costs - 49.5 (49.5)
Deferred tax assets - 2.3 (2.3)
:inr:/ke:;rpf:;z)(other thanassets heldfor unit 495 4 495 4 i
Assets heldfor unit-linked funds 5,117.3 5,117.3 -
Loans and mortgages 196.6 196.6 -
Reinsurance recoverables 7.5 7.5 -
Insurance and intermediaries receivables 34.6 34.6 -
Cash and cash equivalents 46.0 46.0 -
Reinsurance receivables 1.0 1.0 -
Receivables (trade, notinsurance) 197.6 200.7 (3.1)
Any other assets, not elsewhere shown 04 0.4 -
Total Assets 6,096.4 6,151.3 (54.9)

*Note that as the tableis shown in millions rounding errors may cause some differences.

D.1.1. Recognitionand measurement basis
AGLl’s assetsarevaluedin line withthe following overarching valuation principles:

e Assets shallbevalued attheir marketvalue;
Assets andliabilities shall be valuedat the amount for which they could be transferred, or settled, between
knowledgeable willing partiesin anarm’s length transaction.

The following paragraphs describe the specific valuation principles and methods used by AGL for Solvency Il
purposes and how these compare with the corresponding IFRS approach.
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D.1.2. Deferred acquisition costs
Under IFRS deferred acquisition costs on investment contracts include sales commissions.

Acquisition costs are deferred as an explicit deferred acquisition cost asset, gross of tax, to the extent thatthey
are recoverable out of future revenue to which they relate. Such costs are amortised through the Income
Statement in the IFRS financial statements over the period in which the revenues on the related contracts are
expected to be earned. Therate of amortisationis based on an assessment of the expected pattern of receipt of
futurerevenue margins, taking account of persistency, fromtherelated contracts.

Under Solvency |, acquisition costs are not recognised as an asset on the balance sheet, ratherthey areincurred
upfront.

D.1.3. Deferred tax assets

Deferred taxes are calculated based on the difference between the values ascribed to assets and liabilities under
Solvency Il and the values ascribed to the same assets and liabilities for tax purposes as defined in I1AS 12. The
deferred tax assetunder IFRSis offset against the deferred taxliability arising from Solvency 1I/IFRS differences.
Except where otherwise required by accounting standards, full provision without discounting is made for all
temporary differences which have arisen but not reversed at the balance sheet date. A deferred tax asset is
recognised where itis probable that taxable profit will be available against which the deductible temporary
difference can be utilised. Projected future taxable profits are assessed over a threeyear period in line with the
approved business plan. The timingof any outflows relatingto thes e valuation differences is expected to be more
than twelve months after the financial position date.

Under Solvency |l the deferred tax asset is offset against the deferred taxliability.
D.1.4. Investments (other thanassets heldfor index-linked and unit-linked funds)

The Company holds other financial assets that are not attributable to unit-linked contracts as backing for its
general solvencyrequirements andto maintain an effective working capital level whilst complying with company
law and regulations. These investments are valued the same under both the Solvency Il and the IFRS balance
sheet. An investment policy is adopted with regardto these assets and thisis set outin policy statements which
havebeen approved by the Boardandare monitored by the Risk and Finance Committee.

In AGL, the financial assets held under this category of investments at 31 December 2019 are bonds and
derivative assets.

For instruments in active markets with a quoted market price, the fair values of the financial instruments are
based on quoted market prices or dealer prices quotations on thelast exchangetrading day priortoand atthe
reporting date. The quoted market price used fora financial asset held bythe Companyis the close price. Where
there is noactive market, fair valueis determined by using valuation techniques. The valuation techniques are
based on market observable inputs when available. Such market inputs include references to formerly quoted
prices for identical or similar instruments from an active market and quoted prices for identical or similar
instruments from aninactive market. Market observable inputs also include interest rate yield curves, option
volatilities and foreign currency exchange rate. Where observable market inputs are not available, fair value is
based on appropriate valuation techniques using non-market observable inputs. Valuation techniques include
net present value techniques, the discounted cash flow method, comparison to similar instruments for which
observable market prices exist and other valuation models. In the process, appropriate adjustments are made
for credit risks. In particular when observable market inputs are not available, the use of estimates and
assumptions mayhavea highimpacton the valuation outcome. The fair value of collective investment schemes
is based on the quoted price, where available, and where unquoted thefair valueis estimated prudentlyandin
good faith by the Directors on the advice of investment advisors.

Fixed income securities

Fixed income securities held include government bonds, corporate bonds, covered bonds and collateralised
securities. Government bonds are bonds issued by public authorities, e.g. central governments, supranational
governmentinstitutions, regional governments or municipal governments. Corporate bonds are bonds issued by
corporations. Each instrument in this class is individually valued through the application of quoted prices
(unadjusted) obtained from an active market (recognisedandactive exchange) for identical assets.
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Derivatives

As detailedin Section C.3, AGL runs a hedging programme that invests in financial derivatives to mitigate the
Company’s market riskexposures. The Company employs equity index, bondand FX futures, interest rate swaps,
total return swaps, options andforeign exchange forwards to manage therisk factors identified.

Derivatives are measured at market valueunder IFRS.
D.1.5. Assets heldfor unit-linked funds

Under IFRS, financial assets held to back unit-linked liabilities are designated upon initial recognition as at fair
value through profit or lossand are measured at fair value. The basis of this designation is that the financial
assetsandliabilities are managed and evaluated together on a fair value basis. Under Solvency |1, the valuation
isthesameasIFRS.

Fair values of financial assets thatare traded inactive markets are based on quoted market prices or dealer price
quotations. For all other financial instruments the Company determines fair values using valuation techniques.

Assumptions andinputs used in valuationtechniques include:

Risk-freeand benchmark interest rates;

Creditspreads andother premiums used inestimating discount rates;
Bond and equityprices;

Foreign currencyexchangerates;

Equity and equity indexprices;and

Expected pricevolatilities and correlations.

The objective of valuation techniques is to arrive at a fair value determination that reflects the price of the
financial instrument at the reporting date that would have been determined by market participants acting at
arm's length.

Observable prices and model inputs are usually available in the market for listed Equity and Fixed income
securities, Collective Investment Schemes (‘CIS’) and exchange traded derivatives. Availability of observable
market prices and modelinputs reduces the need for managementjudgement andestimation and also reduces
the uncertainty associated with determination of fair values.

D.1.6. Loans and mortgages

Loans and receivables includes collateral deposits with derivative counterparties and cash deposits held in a
cashpool facility established by the parent company, Allianz SE. These are non-derivative financial assets with
fixed or determinable payments, which are not quoted in an active market and which are not classified as
available-for-sale investments or held-to-maturity investments, financial assets held for trading, or financial
assets designated atfair value throughprofitor loss. Thisamountisinitially recognised at fair value.

As both bases are valued exclusive ofaccrued interest due to daily settlements, there are novaluation differences
between IFRS and Solvency II.

D.1.7. Reinsurancerecoverables

Reinsurance recoverables valued at €7.5m exist inrelation to mortality and morbidity benefits onsome products.
Different valuation methodology between IFRS and Solvency Il is the key driver ofa minor difference of €0.047m,
toosmalltoreflectinTable 16.

D.1.8. Insurance and intermediaries receivables

Amounts dueto and from policyholders, agents and othersinrespect of insurance and investment contracts are
included ininsurance and intermediaries receivable and payable. Receivables from insurance andintermediaries
aregenerally measured at their nominal amount with anadjustment for probability of default of counterparty.

D.1.9. Receivables (trade, notinsurance)
D.1.9.1. Italiantaxasset

Included in the Receivables (trade, not insurance) is the Italian tax asset of €27.8m. Payments to the Italian
authorities as a result of the Company beinga withholding tax agent arerecognised as assets. The asset arising
from the advance payment of Italian policyholder tax obligations is expected to be recoverable either by
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deduction fromtax withheld on behalf of policyholders or by offset against taxes payable to Italian revenue or
by surrender to group companies. This assetis carried atits full future recoverable value under IFRS but under
Solvency Il the asset is discounted. This accounts for the full €3.1m difference is the full difference in Table 16
above.

D.1.10. Cashand cash equivalents

Cash and cash equivalents comprise cash and bank balances and deposits with a maturity of less than 90 days.
These assets are measured at amortised cost. Net bank overdrafts areincluded as a component of cash and cash
equivalents. Thereare no differencesinthe valuationunder Solvency II.

D.1.11. Reconciliation to financial reporting

Section D.1 above sets out the differences between valuation for financial reporting (IFRS) and valuation for
Solvency Il purposes of all assets held.

D.1.11.1. Explanation of material differences

The material differences in asset classes are explained under Sections D.1.2, D.1.3 and D.1.9 for deferred
acquisition costs, deferred tax assets and ltalian taxasset respectively.

The following sections have no material differences noted:

Investments (other thanassets heldfor unitdinked funds);
Assets heldfor unit-linked funds;

Insurance and intermediaries receivables; and

Cash and cash equivalents.

D.1.12. Anyother assets, not elsewhereshown

Thereareno other material assets noted.

D.2. Technical Provisions
D.2.1. Technical Provisionsat31 December2019

The value of the Solvencyll Technical Provisionsis the sum of Best Estimate Liability (‘BEL’) plus a Risk Margin.
At 31 December 2019 the Technical Provisions were:

Table 17: Solvency Il Technical Provisions at 31 December2019 (€m)

echnical Provisions

Best Estimate Liability 5,149.4
Risk Margin 98.4
Total 5,247.8

The Technical Provision calculations were performed in accordance with Article 75 to 86 of the Solvency Il
Directive.

The BEL corresponds to the probability weighted average of future cash fl ows, taking account of the time value
of money (expected present value of future cash-flows) using therelevant risk free interest rate term structure.
The unitliability is included in the BEL. The calculation of the BELis based on up-to-date and credible information
and realistic assumptions. It is calculated gross, without deduction of amounts recoverable from reinsurance
contracts andspecial purpose vehicles.

The Risk Margin is an addition to the BELto ensure that the Technical Provisions as a whole are equivalent to the
amountthatinsurance undertakings would be expected to requireinorder to take over and meet the insurance
obligations. Itreflects the cost of setting aside the shareholder funds needed to cover the unhedgeable part of
the SCR over the lifetime of the business at the prescribed cost of capital rate of 6% per annum.
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D.2.2. Valuation differences between |FRS and Solvency |1

The table below reconciles the Technical Provisions reported in the financial statements to those reported for
Solvency Il. The key differences in valuation methodologyandassumptions are as follows:

e |FRSuses anunadjusted interestrate marketcurvein thevaluation whereas under Solvency I1a number of
prescribed adjustments are applied to the interest rate curve. These adjustments reduce the Technical
Provisions in respect of unitdinked business with long terminvestment guarantees.

e Solvency Il includes the present value of future fee income net of expense outgo on the underlying unit-
linked funds reducing the level of Technical Provisions required. These projected surplus cash flows are
excluded under IFRS.

o The Solvency Il Technical Provisionsinclude a Risk Marginto allow for the cost of capital inrespect of risks
thatcannotbe hedged away. IFRS has no such riskmargin.

e The IFRS Technical Provisions exclude unallocated premiums, which are instead included in alternative
liability balances. These unallocated premiums are included in the Solvency Il Technical Provisions due to
contractinitialrecognitionrules being different between Solvency Il and IFRS.

Table 18: Reconciliation of Technical Provisions from IFRS to Solvency Il at 31 December 2019 (€m)*

Variable Reinsurance

Reconciliation Protection Unit-linked AT Accepted

IFRS Technical Provisions 14.4 767.4 4,590.7 54.2 5,426.7
Use Solvency Il curve - - (47.8) 1.8 (46.0)
Is‘i%rli'::::;?ﬂ ows on unit- - (11.5) (230.2) - (2417)
Apply Risk Margin 0.3 1.1 95.7 1.2 98.4
Include unallocated premiums - 6.9 4.8 11.7
Other (1.2) - - (0.1) (1.3)
Is,‘r’(')‘ﬁ:xg Technical 13.5 7638 4,413.4 571 524738
Difference (0.9) (3.5) (177.4) 3.0 (178.8)

*Note that as the tableis shown in millions rounding errors may cause some differences.
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D.2.3. Technical Provisions per Line of Business (LoB) at 31 December 2019
The Solvencyll Technical Provisions by LoB are outlined in the table below:

Table 19: Technical Provisions per LoB at 31 December2019 (€m))

Best Estimate Liability Risk Margin Total

Protection 13.2 0.3 13.5
Unit-linked 762.7 1.1 763.8
Variable annuity 4,317.6 95.7 4,4134
Reinsurance accepted 55.9 1.2 57.1
Total 5,149.4 98.4 5,247.8

* Note that as the table isshown in millions rounding errors may cause some differences.
D.2.4. Actuarial methodologies and key assumptions

Methodology

Stochastic valuation techniques are used to calculate the Technical Provisions for products with investment
guarantees. This involves generating thousands of economic scenarios with monthly returns over a projection
period of up to 60 years. The generation of the economic scenarios is calibrated to be consistent with market
conditionsasatthevaluation date. The Best Estimate Liability isthe average across all the economicscenarios
of the presentvalue of net projected cash flows.

Deterministiccash flow projection methods are used to calculate the Technical Provisions for products that do
not provideinvestment guarantees.

Surrenders

Surrender assumptions are based on AGL experience data where appropriate. Where the AGL surrender
experience data for a given product is deemed statistically unreliable, the experience data on similar products
within the Allianz Group is considered in the assumption setting exercise. Surrender rates cannot be predicted
with certainty and actual future surrender experience will deviate from thatassumed.

A review of surrender experience was conducted during 2019. The surrender assumptions were updated
accordingly leading to a small increase in Technical Provisions atyear-end2019.

Mortality

Mortality assumptions are set primarily by reference to industry mortality tables. These are adjusted as
appropriate where the experience of the AGL portfolio is expected to be different. Mortality rates cannot be
predicted with certaintyandactual future mortality experience will deviate fromthatassumed.

A review of mortality experience was conducted during 2019. The mortality assumptions were updated
accordingly leading to a small increase in Technical Provisions atyear-end 2019.

Mortality improvement rate assumptions are applied for products that provide a guaranteed income for the
lifetime of the policyholder. The extent to which the assumed mortality i mprovement rates will materialise in

futureis uncertain.
Expenses

The expense assumptions are based on AGL's 2019 corporate plan which includes a detailed bottom-up
assessment of the expenses over the next three years. This takes into account past experience, expected portfolio
development based on actuarial projections, expected future sales, new productinitiatives, projects and staffing
needs. The expense assumption setting exercise takes the expenses from the corporate planinto account,
together with the terms and conditions of contractual arrangements relating to outsourced services, distribution
channels and asset managers. Thereis uncertainty relating to future expenses.

The expense assumptions were updated in accordance with the 2019 corporate plan leading to a decrease in
Technical Provisions atyear-end 2019.

The overallimpact was a decreaseinthe Technical Provisions.
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Economic Assumptions

Projected investmentreturns, interest rates and discount rates are based onthe prescribed risk free curve issued
by EIOPA.

Other
The matching adjustment referred to in Article 77b of the Solvency |l Directiveis notapplied.
The volatilityadjustmentreferredto in Article 77d of the Solvency Il Directiveis not applied.

The transitional measure on therisk-freeinterestrates referred to in Article 208c of the Solvency |l Directive is
notapplied.

The transitional deduction referred to in Article 208d of the Solvency |l Directiveis notapplied.
D.2.5. Policyholder behaviourand managementactions

Policyholder surrender behaviour is modelled dynamically for draw-down products withinvestment guarantees.
In particular, itis assumedthat surrender rates will reduce when the ratio of the guarantee | evel to the surrender
valueincreases, and vice versa. The extent to which policyholders will make their surrender decisions in this way
is uncertain.

No managementactions are assumed in the calculation of the technical provisions.

D.3. Other Liabilities

The following table sets out the values of each material class of other liabilities under Solvency Il and IFRS,
excluding Technical Provisions including:

1. Quantitative explanations of material differences in valuations between Solvencyll andthose used for the
statutory financial statements; and

2. Valuation bases, methods and main assumptions usedfor Solvency Il and any material differences with those
used for the statutory financial statements for the financial yearended 31 December 2019.

The expected timing of anyoutflows of economic benefits is expected withinthe financial year unless otherwise
disclosed below.

Table 20: Value of other liabilities at 31 December2019 (€m)***

Solvency i IFRS* Deviation
Other technical provisions - 49.9 (49.9)
Unallocated premiums - 11.7 (11.7)
Provisions, other than technical provisions 14.1 14.1 -
Depositsfromreinsurers - - -
Deferred tax liability 49.8 0.2 49.6
Derivative liabilities 30.2 30.2 -
Debts owed to creditinstitutions 295.5 295.5 -
Insurance and intermediaries payables 18.6 18.6 -
Reinsurance payables 0.2 0.2 -
Payables (trade, notinsurance) 16.3 16.3 -
Any other liabilities, not el sewhere shown 144.0 144.0 -
Total** 568.6 580.6 (12.0)

* |FRS data has been reclassified toalign with the Solvency Il balance sheet presentation, highlighting differencesin valuation
only. This presentation is different to that under QRTS.02.01.02, however, the excess of assets over liabilities under IFRS in
both presentationsagree.

** Technical provisions have been addressed in Section D.2. Please refer to this section for further information.

*** Note that as the table is shownin millions rounding errors may cause some differences.
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D.3.1. Other Technical Provisions

Other Technical Provisions are predominantly deferred income arising from up-front premium charges and
loadings on the commencement of a policy. Thisincomeis not recognised immediately on the Income Statement
in the IFRS financial statements, but instead is amortised over the expected life of the policy, while any
unamortised amountis recognised when the policy terminates.

Whileit is permissible to defer premium charges as a provision under IFRS, under Solvency Il there is no
equivalent concept of deferring income over the life of the contract. Therefore, in contrast to IFRS, Solvency Il
does notcontainsucha provision.

D.3.2. Unallocated premiums

Unallocated premiums areincluded inalternative liability balances under IFRSandin technical provisions under
Solvency 1, as stated in Section D.2.2.

D.3.3. Deferred tax liabilities

Deferred tax liabilities are the amounts of taxes payable in future periods in respect of taxable temporary
differences. Deferred taxes are calculated based on the difference between the values ascribed to assets and
liabilities under Solvency Ilandthe values ascribed to the same assets andliabilities for tax purposes as defined
in1AS 12. Thedeferredtaxasset under IFRS is offset against the deferred tax liability arising from Solvency II/IFRS
differencesinthetotal deferred tax liabilityunder Solvency Il of €49.8m. The timing of any outflows relating to
thesevaluationdifferences is expected to be more than twelve months after the financial position date.

D.3.4. Derivative liabilities

Derivative liabilities valuation approach has been addressed as part of SectionD.1.4. Please refer to this section
for further details.

D.3.5. Debts owed to creditinstitutions

Debts owed to credit institutions includes debts, such as loans, bank overdrafts and collateral owed to credit
institutions (banks, etc.). For IFRS purposes, these debts owed to credit institutions are recorded at fair value
under IFRS. Thereis no differencein valuation for Solvency |l purposes.

D.3.6. Any other liabilities, not elsewhere shown

Fees receivableand payable are recognised on an accruals basis. Expenses are recognised on an accruals basis.
The recognition and valuation basis for Any Other Liabilities is consistent between SolvencyllandIFRS.

D.3.7. Reconciliation to financial reporting

Section D.3 abovesets out the differences between the valuation for financial reporting (IFRS) and valuation for
Solvency Il purposes of all liabilities held, excluding the Technical Provisions whichare discussed in Section D.2
above. The material differenceinvaluationis explained under Section D.3.3 forthe deferred tax liabilities.

The following sections have no differences noted between IFRS and Solvency |l balance sheetvalues:
e Derivativeliabilities;

e Insuranceand intermediaries payables;

e Payables (trade, notinsurance);

e Debts owed to creditinstitutions;

e Any other liabilities, not elsewhere shown.
D.4. Alternative Methods for Valuation

The Company does not use any alternative valuation methods for any assetclass.

D.5. Any Other Information

All important information regarding the valuation for solvency purposes of the Company is addressed in the
abovesections.

53



E. Capital Management
E.1. Own Funds

E.1.1. Objectives, policies and processes

AGL has a formal Capital Management Policy in place, whichis approved by the Board and subjectto review on
atleastanannual basis.

The main objective of this policy is to provide the Company with adequate capital to fulfil regulatory
requirementsin anefficient manner, specifically to cover the SCR detailed above. Secondaryobjectives include
addingeconomicvalue over the cost of capital and having shareholders participate inthe economic development
through, for example, dividend payments.

The Capital Management Policy defines a target level of capitalisation known as the ‘management ratio’. This
ratioissetata level which ensures compliance with regulatory requirements over a three year planning horizon
even after severe financial stresses or losses from the insurance portfolio. The Company aims to keep the
capitalisation close to this ratio.

By way of its derivation, the management ratio represents a risk-based assessment of the desired level of
capitalisation ofthe Company. Inaddition, itis set so as to maintain a coverage buffer over the SCR, thus allowing
capacity foruncertainty and unquantifiable risks.

If the level of capital falls below the management ratio, alert and action levels exist in order to initiate actions
before regulatory capital requirements are endangered. If the alert level is breached, contingency plans are
drawn up and considered by the Board. If the action level is breached, the actions from the contingency plans
shall be implemented to improve the capital position. Similarly if the level of capital increases above an upper
barrier level contingency plansaredrawn up and considered by the Board; such plans may include butarenot
limited to the payment of capital upstreamto the Group via a dividend.

The capital positionof the Company is monitored on an ongoing basis by management and Board committees,
as described in Section B.1.2.

No material changes have been introduced in respect of AGL's Capital Management Policies or accompanying
processes during 2019.

E.1.2. Analysis of Own Funds

Solvency Il requires insurers to categorise Own Funds into the three tiers with differing qualifications as eligible
available regulatory capital. All of the Company’s Own Funds fall under Tier 1 capital made up of high -quality and
unrestricted Own Funds which consists of ordinary share capital as per the Company’s statutory accounts,
reconciliation reserve and capital contributions. AGL does not hold any Tier 2 or Tier 3 Own Funds. The
reconciliationreserveis equivalent to the portion of the excess of assets over liabilities which does not relate to
other own fund items.

Solvency Il rules impose limits on the amount of each tier that can be held to cover capital requirements with
the aim of ensuring that the items will be available if needed to absorb any losses that might arise. For the
Company, allOwnFunds areeligible to meet the capital requirements as outlined in this document.

The structure and quality of the Company’s Own Funds has not changed during the year, and the value of ordinary
share capital and other approved Basic Own Fund items have remained constant. The reconciliation reserve is
the only own fund category whichhas changed invalue, increasing by €57.5mfrom theend of 2018 to the end
of 2019.
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The table below shows the Company’s Own Funds position asat 31 December2019and 31 December2018.

Table 21: Own Funds at 31 December (€m)*

Tier1- Tier1-

2019 Total . .
unrestricted restricted

Status

Basic Own Funds before deduction for participations in otherfinancial sector as foreseen in article 68 of
Delegated Regulation 2015/35

Ordinary share capital (gross of own shares) 45.1 45.1 - Available

Reconciliation reserve 151.7 151.7 - Available

Other own fund items approved by the supervisory 331 331

authority as basicOwn Funds not s pecified above ) ) - Available

Available and eligible Own Funds 280.0 280.0 -

2018 Total Tier 1 ) Tler.1 ) Status
unrestricted restricted

Ordinary share capital (gross of own shares) 45.1 45.1 - Available

Reconciliation reserve 94.2 94.2 - Available

Other own fund items approved by the supervisory 83.1 83.1

authority as basicOwn Funds not s pecified above - Available

Available and eligible Own Funds 2224 2224 -

* Note that as the table is shown in millions rounding errors may causesome differences.

There has been a substantial increase in Own Funds over 2019, primarily driven by the positive impact of new
business, anincreasein expected future profits from strong equity performance and best estimate assumption
updates. This was partially offset by hedge lossesinthe year end 2019 Own Funds.

The table below provides a breakdown of the reconciliation reserve, including explanations of the key
components of thereserve.

Table 22: Reconciliation Reserve breakdown at 31 December (€m)*

Components 2019 2018 Comments

A full split of assets andliabilities
Excess of assets over liabilities 280.0 231.0 has beenincluded inSection D.1
and D.3 respectively.

Own shares (helddirectlyand
indirectly)

Foreseeable dividend payments,

distributions and charges . (8.6)

Represented by ordinary share

capital and other own fund items

Other basicown funditems (128.2) (128.2) approved by the supervisory
authority as basicOwn Funds not

specifiedabove.

Adjustmentfor restricted own fund
items in respect of matching
adjustment portfolios andring fenced
funds

Total reconciliation reserve 151.7 94.2

*Note that as the tableis shown in millions rounding errors may cause some differences.



E.1.3. Reconciliation between IFRS and Solvency |l excess of assets over liabilities

Table 23 shows a high-level reconciliation between the Company’s Own Funds under Solvency Il and its

shareholder equity as reported in the IFRS financial statements.

A quantitative and qualitative explanation of any material differences between the bases, methods and main
assumptions used by AGLfor the valuationfor solvency purposes andthose used forits valuation in the financial
statements for each material class of assets are outlined in Section D.1 ‘Valuation of assets’, D.2 ‘Technical
provisions’ and D.3 ‘Other liabilities’. A summary of the differences between IFRS shareholder’s equity and

Solvency IlOwnFundsis outlined below:

Table 23: Reconciliation of IFRS Shareholder Equity to Solvency Il Own Funds at 31 December (€m)

Reconciliation 2019 2018
IFRS shareholder’s equity* 144.1 139.0
Technical Provisions (net of reinsurance) 191.0 138.0
Deferred Tax (52.0) (43.4)
Italian Tax Asset (discounting) (3.1) (2.6)
Sl Excess assets over liabilities 280.0 231.0

* |FRS total equity as published in the financial statements for year ended 31 December 2019.

E.1.4. BasicOwn Funds and available Own Funds

The Company’s available Own Funds as at 31 December 2019 amount to €280.0m (this is equivalent to the excess
assets over liabilities). The structure of the Own Fundsis outlined in SectionE.1.5. The Company has no ancillary

Own Funds.

E.1.5. Structure, amount and quality of Basic Own Funds (after deductions)

As can be seen above, the totality of AGL's Basic Own Funds is made up of high quality and unrestricted items

which possess the characteristics of Tier 1 BasicOwn Funds

E.1.6. Nature of therestrictions to the availability and transferability of Own Funds within AGL

Thereareno material restrictions to the availability or transferability of Own Funds.

E.1.7. Own Funds movements over the reporting period

There were no transfers or changesintiers overthe reporting period.

E.2. Solvency Capital Requirement and Minimum Capital Requirement

Table 24 shows the Company’s SCR split by risk category and the Minimum Capital Requirement (MCR) as at 31

December 2019, with a comparison back to the previous year.

Table 24: AGL SCR by risk category and MCR at 31 December (€m)

Risk category 2019 2018
UnderwritingRisk 65.9 52.5
Business Risk 95.1 90.2
Market Risk 109.4 107.6
CreditRisk 12.4 8.9
Operational Risk 24.2 23.4
Sum over risk categories 307.0 282.5
Diversification (133.8) (117.4)
Cross-effects capital buffer 4.5 2.4
Total diversified SCR before tax 177.7 167.6
Loss absorbing capacity of deferred tax (43.3) (41.5)
SCR after tax 134.5 126.1
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Risk category 2019 2018

MCR 36.8 31.9

Overall, the SCR has increased by €8.3m over 2019. As expected, the SCR before tax has increased in line with
increasing new business volumes and dueto a changein the marketenvironment over theyear partially offset
byanincreaseintheloss absorbing capacity of deferred taxes.

E.2.1. Available Own Funds and solvency requirements
The solvencyratioat31 December2019was 208%, anincrease from 174% at 31 December 2018.

The resultantincrease inavailable Own Funds (as noted in Section E.1.2) isin line with the business growth and
marketimpacts has been larger overthe year thanthe correspondingincreasein SCR. The mismatchinincreases
between the two numbers causes the overall increasein the solvency ratio.

The entirety of AGL’s available capital is classified as ‘Tier 1 Own Funds’ in the Solvency Il balance sheet. Therefore,
the Company is satisfied that the capital is of a high qualityandcanbefullyrelied upon. The Company monitors
the solvency position on an ongoing basis, with formal reporting to the Central Bank at required quarterly and
annual submission dates.

E.2.2. Inputs used for the MCR calculation

The calculationof the MCR is formula based as dictated by EIOPA Solvency |l requirements. Theinputs used to
calculatethe MCR areshown in thetable below:

e Thelinear MCRisacalculationbased on the value of technical provisions and capital atrisk.
e Thelinear MCRissubjectto a floor of 25% anda cap of 45% of the SCR.
e An absolutefloor of €3.7mis prescribed by EIOPA.

Table 25: MCR at 31 December (€m)

Component 2019 2018
Index-linked and unit-linked insurance obligations 5,136.1 4,416.7
Other life (re)insurance andhealth (re)insurance obligations 5.8 4.2
Total capital atrisk for all life (re)insurance obligations 1,077.4 1,120.5
Linear MCR 36.8 31.8
SCR 134.5 127.7
MCR cap (45% of SCR) 60.5 57.5
MCR floor (25% of SCR) 33.6 31.9
Combined MCR 36.8 319
Absolute floor of the MCR 3.7 3.7
Minimum Capital Requirement 36.8 31.9
E.3. Use of the Duration-based Equity Risk Sub-modulein the Calculationof the SCR

As outlined in SectionB.3.3.2, AGLdoes not take the Standard Formula approach to calculatingthe SCR and so
does not make use of the duration-based equity risk sub-module.
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E.4. Internal Model Information

The Company uses the Internal Model for a number of different purposes. Most prominently, itis used to
computethe Company’s SCR whichis typicallydone on atleasta quarterly basisandreported quarterlyto AGLs
Board of Directors andthe Board Risk & Finance Committee. This includes the calculation of the solvency ratio
(defined as Own Funds divided by SCR) and a breakdown of the SCR per risk category.

The model is used inboth strategicand tactical decisions to ensurethata sufficientrisk toleranceis respected.
Specifically, the model is used to set the Company’s business strategy, allocate capital to new projects, set the
reinsurance strategy, set product prices to achieve profitability and review the performance of the Company.

E.4.1. Scope of theInternal Model

The scope of the Internal Model covers all business underwritten andthe Company’s activities whichtake place
inthenormal course of business. Risk categories covered by the Internal Model are presented and explainedin
Section C.

E.4.2. Methodologyunderlying the Internal Model

AGL’s Internal Model is discussed in Section B.3.3.2, with further detail provided in SectionC.0. The Company’s
Internal Model is part of the Allianz Group Internal Model, tailored to the s pecifics of AGL.

The Standard Formula approach uses factor based shocks to calculate the SCR. The Internal Model derives the
risk capital on the basis of simulating each risk type andits corresponding impact on the Company’s balance
sheetbased on its assumed range of possible outcomes andrelationship to other risk types.

The range of possible outcomes for each risk type is based on an underlying distribution which is calibrated to
market data, the Company’s internal historicaldata or Allianz Group’s internal historical data. Recommendations
fromtheinsuranceindustry, supervisory authorities and actuarial associations are also considered.

E.4.3. Main differences per risk module between the Internal Model and the Standard Formula

The following table provides an overview of differences between the two approaches by risk module:
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Table 26: Differences between Standard Formula and Allianz Group Internal Model

Internal Model

Risk Category

Standard Formula (SF)
(factor based approach)

Internal Model

(stochastic simulation)

Underwriting
Risk

Standardised mortality, longevity, morbidity
shocks (combined with business riskin SF)

Shocks based on AGLand Allianz Group
experience.

Business Risk

Standardised lapse and expense shocks
(combinedwith underwriting riskin SF)

Shocks based on AGLand Allianz Group
experience.

Market Risk Pre-defined up/downshocks as percentage Underlying distributionfor each modelled risk
changeto existing market values. factor is calibrated to market data.
Worstshock determines the capital Complex changes such as twistsinthe
requirementfor each riskfactor. interestrate curveareconsidered.
No shock to certainbonds, e.g. EU All bonds aresubject to changesin value.
government bonds. Interest rate volatility risk and equity volatility
No explicitriskmodule for volatility risks. risk are explicitly considered.
Instantaneous shockdoes notreflect the daily | AGL-developed Market Risk Model allows for
reaction to the market movements of the dynamichedging programme.
hedging programme - . .

gingprog Aggregation is basedon relationships

Aggregation based on pre-definedcorrelation | between differentrisk factors calibrated using
assumptions. market data and expertjudgement.

Credit Risk Factor based approach based on the Potential changesincreditriskexposuresare

Company’s underlying credit risk exposures

based on an Allianz Group longer term
“through the cycle” analysis of economic
cycles.

Internal Allianz rating systemis used.

Collateralisation of credit exposures more
accuratelyallowed for.

Spread riskis notfullycaptured and thusan
additional spreadrisk componentis allowed
for in the market risk module.

Operational Risk

Factor-based approach based on earned
premiumamountandtechnical provisions.

Scenario-based riskmodelling approach
Risk identification within AGL.

Aggregation of operational risks based on loss
frequency andloss severity distributions.

Loss absorbing

Loss absorbing capacityallows companies to

Loss absorbing capacityallows companies to

capacity of tax reflectthata futureloss equal to the reflectthata futureloss equal to the Internal
Standard Model SCR that would resultina Model SCR thatwouldresultina reductionin
reductionindeferred taxliabilities. AGLIimit | deferred tax liabilities. AGLlimit this|oss
this loss absorbing capacity to a maximum absorbing capacity to a maximum amount of
amount of the currently recognised deferred | the currently recognised deferredtax liability.
tax liability.
E.4.4. Diversification benefit

In order to set an appropriate level of diversification benéefit, it is necessary to determine the dependencies
between the risks to which the Company is exposed. The Company relies on the industry-standard Gaussian
copulaapproach, using a methodology developed by Allianz Group. This describes the correlations between the
different risk types. These correlations, which define the relationship between different risks, are derived
through statistical analysis of historical data, considering quarterly observations over several years. In the case
where historical data or other business-specific observations are insufficient or not available, relationships are
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setaccordingto a well-defined, Group-wide process whichcombines the expertise of riskand business experts.
In general, relationships aresetto represent how risktypes will interact under conditions which deteriorate the
Company’s solvency position.

E.4.5. Appropriateness of Internal Model

Based on the differences highlighted above, the Company assess that use of the Internal Model more
appropriately reflects therisk profilethan the Standard Formula approach. The Solvency position is monitored
under the Standard Formula basis butit is the Internal Model approach which is used for decision making.

E.4.6. Internal Model data

Various sources of data are used as input for the Internal Model and for the calibration of parameters. Model
and scenario parameters are derived from historical data, where available, to characterise future possible risk
events. Where insufficient data is available to calibrate the parameters, expert judgement informed by the
Standard Formula parameters are used. If future market conditions differ substantially from the past, for
example inanunprecedented crisis, this approach may be too conservative or too liberal in ways that are too
difficultto predict. In orderto mitigatereliance on historical data, the analysisis accompanied by stress testing.
Wherereasonable, theinputdataisidentical to the data used forother purposes, e. g. for IFRS accounting. The
appropriateness of this datais regularly verified internallyand by external auditors.

E.4.7. Use of undertaking-specific parameters inthe Standard Formula and capital add-ons

The Company is not using undertaking-specific parameters as the SCR is not based on the Standard Formula
approach.

Thereareno regulatorycapital add-ons applied.

E.5. Non-compliance with the MCR and non-compliance withthe SCR

Allianz Global Life complied with the MCR and the SCR throughout 2019.

E.6. Any Other Information

As noted in Section C.7 above the “cross-effects capital buffer” is capital heldto reflect the additional i mpact of
multiplerisks occurring simultaneously as opposed to individually thatare notalready allowed for through the
correlation factors. The combined impact of risks occurring together can be greater than the sum of the individual
impacts depending onthe nature oftherisks. The market risk model captures the cross-effects between different
market components (e.g. interest and equity). Other cross-effects such as longevity risk versus market risk or
surrender risk versus market risk are also allowed for in the SCR calculation, either through a reduction in
diversification orthe holding of a cross-effects capital buffer.
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F. Annex: Quantitative Reporting Templates (‘QRTs’)

S.02.01.02:Balance Sheet (€000)

$.02.01.02
Balance sheet

Assets

Intangible assets

Deferred tax assets

Pension benefit surplus

Property, plant & equipment held for own use
Investments (other than assets held for index-linked and unit-linked contracts)
Property (other than for own use)

Holdings in related undertakings, including participations
Equities

Equities - listed

Equities - unlisted

Bonds

Government Bonds

Corporate Bonds

Structured notes

Collateralised securities

Collective Investments Undertakings

Derivatives

Deposits other than cash equivalents

Other investments

Assets held for index-linked and unit-linked contracts
Loans and morigages

Loans on policies

Loans and mortgages to individuals

Other loans and mortgages

Reinsurance recoverables from:

Non-life and health similar to non-life

Non-life excluding health

Health similar to non-life

Life and health similar to life, excluding health and index-inked and unit-linked
Health similar to life

Life excluding health and index-linked and unit-linked
Life index-linked and unit-linked

Deposits to cedants

Insurance and intermediaries receivables
Reinsurance receivables

Receivables (trade, not insurance)

Own shares

Amounts due in respect of own fund items or initial fund called up but not yet paid in
Cash and cash equivalents

Any other assets, not elsewhere shown

Total assets

Solvency Il
value
C0010
RO030 -
RO040 -
RO050 -
RO0&0 -
ROOTO 495,395
RO080 -
RO0%0 -
RO100 -
RO110 -
RO120 -
RO130 182,187
RO140 77,115
RO150 94,640
RO160 -
RO170 10,432
RO180 -
RO190 313,208
RO200 -
RO210 -
RO220 5,117,309
RO230 196,600
RO240 -
RO250 -
RO260 196,600
RO270 7,540
RO280 -
RO2390 -
RO300 -
RO310 7.486
RO320 -
RO330 7,486
RO340 54
RO350 -
RO360 34,563
RO370 997
RO380 197,626
RO390 -
RO400 -
RO410 45,985
RO420 408
RO500 6,096,425
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Liabilities

Technical provisions — non-life

Technical provisions — non-life (excluding health)
TP calculated as a whole

Best Estimate

Risk margin

Technical provisions - health (similar to non-life)
TP calculated as a whole

Best Estimate

Risk margin

Technical provisions - life (excluding index-linked and unit-linked)
Technical provisions - health (similar to life)

TP calculated as a whole

Best Estimate

Risk margin

Technical provisions — life (excluding health and index-linked and unit-linked)
TP calculated as a whole

Best Estimate

Risk margin

Technical provisions — index-linked and unit-linked
TP calculated as a whole

Best Estimate

Risk margin

Other technical provisions

Contingent liabilities

Provisions other than technical provisions
Pension benefit obligations

Deposits from reinsurers

Deferred tax liabilities

Denvatives

Debts owed to credit institutions

Financial liabilities other than debts owed to credit institutions
Insurance & intermediaries payables
Reinsurance payables

Payables (trade, not insurance)

Subordinated liabilities

Subordinated liabilities not in basic own funds
Subordinated liabilities in basic own funds

Any other liabilities, not elsewhere shown

Total liabilities

Excess of assets over liabilities

Solvency Il
value

Ccoo10

RO510

RO520

RO530

RO540

RO550

RO560

RO570

RO580

RO590

R0OE00

ROE10

RO620

ROE30

RO640

ROES0

13,537

ROEE0

ROETO

13,195

ROE80

342

ROE90

5,234,312

RO700

RO710

5,136,244

RO720

98,068

RO730

R0740

RO750

RO760

RO770

RO780

49,766

RO720

30,161

ROg00

295,530

ROg10

RO820

18,588

ROE30

234

R0240

ROg50

16,284

ROgE0

ROSTO

R0g80

143,968

R0200

5,816,458

R1000

279,967
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$.05.01.02: Premiums/Claims/Expenses by Line of Business (€000)
Columns containing no data for AGLhave been excluded.

Premiums, claims and expenses by line of business

Line of Business for: life cbligations LHE;E":;;:B‘?
Ini;i-lei:ki::j::;nit- (Other life insurance | Life reinsurance e
C0230 C0240 Co280 CO300

Premiums written

Gross R1410 871,727 7679 27.300 706,708
Reinsurers’ share R1420 171 1.715 1,888
Met R1500 671555 5,084 27.300 TO4.820
Premiums eamed

Gross R1510 871,727 13.484 30476 715,897
Reinsurers’ share R1520 171 5.802 5,870
Met R1600 671,555 7,686 30,476 TOB. 718
Claims incurred

Gross R1610 408,401 8420 5172 422,003
Reinsurers’ share R1620 a5 8.443 6478
Met RAT00 400,266 1.977 5,172 416,515
Changes in other technical provisions

Gross R1710 168,562 4740 |- 42.447 131.855
Reinsurers’ share R1720 2088 2,088
Met R1800 168,562 2851 42,447 128,765
Expenses incurred R1300 45,679 3.148 1.885 50.721
Administrative expenses - - -
Gross R1310 5246 208 0 5,545
Reinsurers' share R1320

Met R2000 5246 200 ] 5,545
Investment management expenses

Gross R2010 3855 12 8az 4,550
Reinsurers' share R2020

Met R2100 3655 12 gaz 4,558
Claims management expenses

Gross R2110

Reinsurers' share R2120

Met R2200

Acquisition expenses

Gmoss R2Z210 22867 424 23,291
Reinsurers' share R2220

Met R2300 22,867 424 23.291
Overhead expenses

Gmoss RZ310 12911 2413 1.002 17.328
Reinsurers' share R2320

Met R2400 12911 2413 1,002 17,328
Other expenses R2500

Total expenses R2600 50,721
Total amount of surrenders R2700 208,223 208,223
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$.05.02.02: Premiums/Claims/Expenses by Country (€000)

Premiums, claims and expenses by country

Premiums written
Gross

Reinsurers’ share
MNet

Premiums earned
Gross

Reinsurers’ share
MNet

Claims incurred
Gross

Reinsurers’ share
MNet

Changes in other technical provisions

Gross

Reinsurers’ share
MNet

Expenses incurred
Other expenses

Total expenses

R1400

R1410
R1420
R1500

R1510
R1520
R1600

R1610
R1620
R1700

R1710
R1720
R1800
R1900
R2500
R2600

Home Country

Total Top 5 and home

Top 5 countries (by amount of gross premiums written) - life obligations

country
Taiwan (Province of
(DE) Germany (FR) France (IT) 1taly (IP) Japan [T‘J_U] (
China)
Cco220 C0280 C0230 co230 C0230 Cco230 Co0230
706,306 889 225,765 452 815 26,880 257
1,886 559 1,327
704,420 329 225,765 451,188 26,880 257
715,316 6,704 225,765 452 815 30,075 257
5,979 4,653 1,327
709,336 2,051 225,765 451,188 30,075 257
422,993 9,183 195,641 212,997 4337 835
6,478 6,136 343
416,515 3,047 195,641 212,654 4,337 835
131,462| - 376 - 15,241 189,688 |- 40,771 |- 1,828
2,089 1,754 335
129,373| - 2130( - 15,241 189,352 - 40,771| - 1,838
50,685 1,269 18,628 28,893 1,589 306
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S.12.01.02:Life Technical Provisions

Columns containing no data for AGLhave been excluded.

5.12.01.02
Life and Health SLT Technical Provisions

Technical provisions calculated as a whole

Total fromr 'V and Finite Re after the adjustment for expected
losses due to counterparty default associated to TP as a whole

Technical provisions calculated as a sum of BE and RM
Best Estimate

Gross Best Estimate

Total bles from rei 'SPV and Finite Re before the adjustment for expected
losses due to counterparty default

Recouerables from reinsurance (except SPV and Finite Re) befare adjustment for expected
losses

Recoverables from 5PV before adjustment for expected losses
Recoverables from Finite Re before adjustment for expected losses

Total R bles from rei 'SPV and Finite Re after the adjustment for expected losses
due to counterparty default

Best estimate minus recoverables from reinsurance/SPV and Finite Re

Risk margin

Amount of the itional on Technical Provisi
Technical provisions calculated as a whole

Best Estimate

Risk margin

Technical provisions - total

RO0O10

RO0Z0

ROD30

RO040

RO0S0

RO0&0
ROOTO

RO0&0

RO0S0
RO100

RO110
RO1Z0
RO130
RO200

Index-linked and unit-linked insurance

Contracts without options

Contracts with options or

©Other life insurance

Contracts withaut options

Accepted reinsurance

Index-linked and unit-
linked insurance on

Total (Life other than
health insurance, incl

d s o d t Accepted rei
and guarantees guarantees and guarantees pied reinsurance Unit Linked)
[Gross)
coo3o Co040 C0050 coogo coo7o co100 co120 co150
762,714 4317614 13,195 55,515 55,315 5,145,438
54 7,486 7,540
54 7,486 7,540
54 7,486 7,540
762,650 4317614 5,708 55,515 5,141,898
90.860 342 1,209 1,208 38,411
5.177.188 13537 57,124 5,247,349

65




S.23.01.01: Own Funds (€000)
5.23.01.01: Own Funds (€000)

Basic own funds before
(EU) 2015/35

Ordinary share capital (gross of own shares)

Share premium account related to ordinary share capital

Initial funds, members' contributions or the equivalent basic own - fund item for mutual and mutual-type undertakings

Subordinated mutual member accounts

Surplus funds

Preference shares

Share premium account related to preference shares

Reconciliation reserve

Subordinated liabilities

An ameunt equal to the value of net deferred tax assets

Other own fund items approved by the supenvisory authority as basic own funds not specified above

Own funds from the financial statements that should not be represented by the reconciliation reserve and do not meet the
criteria to be classified as Solvency Il own funds

Own funds from the financial statements that should not be
classified as Solvency Il own funds

Deductions

Deductions for participations in financial and credit institutions

Total basic own funds after deductions

Ancillary own funds

Unpaid and uncalled ordinary share capital callable on demand

Unpaid and uncalled initial funds, members' contributions or the equivalent basic own fund item for mutual and mutual - type undertakings,
callable on demand

Unpaid and uncalled preference shares callable on demand

A legally binding commitment to subscribe and pay for i liabilities on ds d

Letters of credit and guarantees under Article 96(2) of the Directive 2009/138/EC

Letters of credit and guarantess other than under Article 96(2) of the Directive 2009/ 38/EC

Supplementary members calls under first subparagraph of Article 96(3) of the Directive 2009/138/EC

Supplementary members calls - other than under first subparagraph of Article 96(3) of the Directive 2009/138/EC

Other ancillary own funds

Total ancillary own funds

Available and eligible own funds

Total available own funds to meet the SCR

Total available own funds to meet the MCR

Total eligible own funds to meet the SCR

Total eligible own funds to meet the MCR

for participatis in other fi ial sector as fi in article 68 of Delegated Regulation

D ted by the fliation reserve and do not meet the criteria to be

SCR
MCR
Ratio of e own funds to SCR
Ratio of Eligible own funds to MCR

Reconciliation reserve

Excess of assets over liabilities

Own shares (held directly and indirectly)

A A _ distributions and ch
Other basic own fund items

Adjustment for restricted own fund items in respect of matching adjustment portfolios and ring fenced funds
Reconciliation reserve

Expected profits

Expected profits included in future premiums (EPIFP) - Life business

Expected profits included in future premiums (EPIFP) - Mon-life business

Total Expected profits included in future premi [EPIFP]

ROMO
ROO30
ROD40
RO0O50
ROOTO
RO0OS0
RO110
RO130
RO140
RO160
RO180

RO220

ROZ230
RO290

RO300
RO310

RO320
RO330
RO340
RO350
RO360
RO370
RO390
RO400

RO500
RO510
RO540
RO550
RO580
ROGOO
ROG20
ROG40

ROTO0
ROT10
ROT20
ROT30
RO7T40
ROT&0

ROTTO
ROT80
RO7T90

Total

Tier 1 - unrestricted | Tier 1 - restricted | Tier2 | Tier3

Coo10

coozo Coo30 Co040 Co050

[ 279,967 |

279,967 | [ ] 1

279,967

279,967 = =

279,967

279,967 _

279,967

279,967 _

279,967

279,967 s

134,456

36,829

208%

760%

CO060

278,967

128,230

151,737

1,225

1,225
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S.25.03.21:SCR—Internal Model (€000)

jAnnex |
5.25.03.21

Solvency Capital Requirement - for undertakings on Full Internal Models

Calculation of the
Unigue number of component Components description Solvency Capital
Requirement
cooto C0oz0 Cco030
10 IM - Market risk 109,378
11 IM - Underwriting risk 65,896
12 IM - Business risk 95,084
13 IM - Credit risk 12,369
14 IM - Operational risk 24,248
15 IM - LAC DT (negative amount) - 43,292
16 IM - Capital Buffer . 4,537
17 IM - Adjustment due to RFF/MAP nSCR aggregation -
Calculation of Solvency Capital Requirement C0100
Total undiversified components RO110 268,220
Diversification RO0G0 - 133,764
Capital requirement for business operated in accordance with Art. 4 of Directive 2003/41/EC (transitional) RO160
Solvency capital requirement excluding capital add-on R0200 134,456
Capital add-ons already set R0210
Solvency capital requirement R0220 134,456
Other information on SCR
Amount/estimate of the overall loss-absorbing capacity of technical provisions R0O300 -
Amount/estimate of the overall loss-absorbing capacity ot deferred taxes R0O310 43,292
Total amount of Notional Solvency Capital Requirements for remaining part R0O410
Total amount of Notional Solvency Capital Requirement for ring fenced funds R0420
Total amount of Notional Selvency Capital Requirement for matching adjustment portfolios R0430
Diversification effects due to RFF nSCR aggregation for article 304 R0440
Net future discretionary benefits RO460 -




S.28.01.01: MCR —non-composite (€000)

Annex |
5.28.01.01
Minimum Capital Requirement - Only life or only non-life insurance or reinsurance activity

Linear formula component for life insurance and reinsurance

obligations
Coo40
MCRL Result RO200 36,829
e:;;f;t::‘;#?g;iﬁﬁ:;:g: Net {of reinsurancet.fSPU] total capital
whole atrisk
C0050 C0060
Ohbligations with profit pariicipation - guaranteed benefits RO210
Ohbligations with profit pariicipation - future discretionary benefits RO220
Index-linked and unit-linked insurance obligations R0O230
Other life (rejinsurance and health (re)insurance obligations RO240
Total capital at risk for all life (rejinsurance obligations RO250 1,077,396
Overall MCR calculation coo7o
Linear MCR RO300 36,829
SCR RO310 134,456
MCR. cap RO320 60,505
MCR floor RO330 33,614
Combined MCR RO340 36,829
Absolute floor of the MCR RO350 3,700
Minimum Capital Requirement RO400 36,829
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