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LEl prezentac)

» Omowienie wybranych wymogow ujawnieniowych w sprawozdaniu
o wyptacalnosci i kondycji finansowej (,,SFCR")

» Przeglad praktyki dotyczacej tych ujawnien zastosowanej przez
wybrane zaktady ubezpieczen w Polsce w SFCR za 2016 r.

» Porownanie polskiej praktyki z podejsciem zastosowanym przez
wybrane zaktady ubezpieczen w Unii Europejskiej w powyzszym
zakresie
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Analiza ujawnien
Wprowadzenie do SFCR
Roznice pomiedzy danymi S2 a lokalnymi SF
Zasady wyceny — metody alternatywne
Wyniki z dziatalnosci zaktadu ubezpieczen
Profil ryzyka
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Metodoiogia analizy

» Analiza zostata wykonana w oparciu o:

» sprawozdania o wyptacalnosci i kondycji finansowej 10 losowo
wybranych zaktadéw ubezpieczen na zycie i 10 losowo
wybranych zaktadoéw ubezpieczen dziatu Il w Polsce (dalej
,POLSKA")

» 5 losowo wybranych SFCR europejskich zaktadow ubezpieczen
(dalej ,,UE")

» Wybor ujawnien bedgcych przedmiotem niniejszej analizy jest
wyborem autorskim KPMG i zostat oparty na konkluzjach
I obserwacjach poczynionych przez KPMG w trakcie badan SFCR
w 2016 r.
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Udziat w rynku

Metodologia analizy

Lp. Zaklady dziatu |
1 OPEN LIFE TU ZYCIE S.A.

2 NATIONALE-NEDERLANDEN TUnZ S.A.
3 TUnaZYCIE EUROPA S.A.

4 GENERALI ZYCIE T.U. SAA.

5 METLIFE TUnZiR S.A.
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COMPENSA TU na ZYCIE S.A. VIG
PKO ZYCIE TU S.A.
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Zaktady dziatu Il
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10 TU ZDROWIE S.A.
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Aviva PLC (Grupa Aviva)
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AXA Insurance UK PLC (Grupa AXA)
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RSA Insurance Ireland DAC (Grupa RSA)
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Wymodi

» Art. 292 Rozporzadzenia Delegowanego 2015/35
Podsumowanie

1. Sprawozdanie na temat wyptacalnosci i kondycji finansowej
zawiera jasne i zwiezfe podsumowanie. Podsumowanie
sprawozdania musi byc¢ zrozumiafe dla ubezpieczajgcych

i beneficjentow.

2. W podsumowaniu sprawozdania podkresla sie wszelkie istotne
zmiany w dziatalnosci i wynikach operacyjnych zaktadu ubezpieczen
lub zaktadu reasekuracji, jego systemie zarzadzania, profilu ryzyka,
wycenie do celow wypftacalnosci oraz zarzadzaniu kapitatem, ktore
zaszty w okresie sprawozdawczym.
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KONKIUZE - NAJIePSZe Prakiyk|

» Zwiezte podsumowanie (zarys, streszczenie) zawartosci
poszczegolnych rozdziatow - tzw. Executive summary

» Wskazanie podstawy sporzadzenia SFCR

» Krotka informacja na temat zaktadu ubezpieczen

» Opis kluczowych zmian, w okresie sprawozdawczym

KPMG
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Analiza- Ut

SUMMARY

Pursusnt to the Saivency I Regulations, the folowing is & summary overvisw of aach of the sclions rsquired in the Aeport. Flesse
rafer Io aach of thase sections in their entirety, inciuding in sech case the materisls incorporated by reference therein.

& Our business and performance (Section A)

mﬂ\smehd@gmydhm aworidwide
lescier in ineurance end assst mansgament. In 2018, AXA
was ranked as the leading plchal insurance brand for the
B" consecutive yasr ! snd the AXA Group was the workd’s
largest insurance group A with totsl assets of €803 bilion and
the world’s 0" largest assat mansger P with total sssets undar
management of €1,429 billon st December 31, 2018,

IFRS INDICATORS

XA operstes primariy in Europe, Norih America and the Asia-
Pacific Region and, io a lesser extent, in other regions including
the Middle East, Latin America and Africa.

AXA hes four opersling business segments: Liie & Savings,
Property & Casusity, Asset Management and Berking. In
‘sckdition, various holding companiss within the Group conduct
‘cartain non-operating actvities.

‘The IFRS indicators presented below are derived from the Consclidated Financial Statements for the year ended December 31, 2016,
‘The table s&t out below is cniy 8 summery. You should read it in conjunction with the Gonsolidated Financisl Statements included in

Part § — “Consoidated Financial Statements” of the Annual Report.

T o I
Income Statement Data
Revenues 100,183 6,13
Net incoms (Group share) 5829 5617

st | o0c BT

Balance Shest Data
Total assets 832,783 857,070
Shersholders’ equity (Group share) o597 8475
Sharsholders’ equily per share 58 243
Dniciend per share 1.16 140

(1) Interteancts Best Gisbal Brands rankig 2016

(2] Ranking I terms o tofal assets astaiished by AXA bassd o Infbormstion svaliabis In 2015 anrusi reports.
(@) Ranking I ferms of assels undkr management estailshed by AXA based on information avalabie s of Seplember 30, 2016,

Z10010: SFOR Grupy AXA”

" Z0lizone Liawnienie Znajdue sie w SFOR AXA Insurance LK PLO

ACTIVITY AND EARNINGS INDICATORS

The table set out beiow prasents our key sctivity snd eamings indicstors for 2016 2nd 2045, certsin of which constitute APMs. You
shouid read # in conjunction with Section 2.3 *Activity Fispart™ and the Glossary st forh in Appendix VI to the Annusi Report

Euro million, except porosntages)

Life & Savings Annual Fremium Equivalent (APE)
Life & Savings Mew Businass Vaue (NEV)

Life & Savings Met Inflows

Property & Casuslty Combined Rstio

Assel Mansgement Net Inflows

Underting eamings [Group share]
Adusted eamings (Group share)

2046

6,600 6484

2623 24T

4,445 6,042

BE.5% 86.2%
44,784 44 541
5,688 5,507

6108 5,040

& Our system of governance (Section B)

Following Mr. Henri de Castries's decision to stap down from
his positions of Chaimnan and Chief Executive Officer of the
AXA Group announced on March 21, 2018, AXA's Board of
Directors decided to separats the postions of Charman and
Chiaf Execufive Officer, appainting Mr. Denis Duverme, the

formar Deputy Chisf Exacutwe Officer and member of the
Board, as non-executive Chairmen and Me. Thomes Buber 65
Chief Exacutive Officer on September 1, 2016,

XA new corparate govemance framework is summanzed n
th folowing table.

In order to manage the risks to which the Group is expossd,
mammmmnmammmmmmm
controis and Risk govemance designed 1o

ensure that exscutives are informed of signiicant risks on &
timely end continuing basis and have the necessary information
and fodk to sppopristely analyze and manage these risks
Such controls include an ntemal framework with thiee risk-

& Our risk profile (Section C)

The AXA Group is exposad to 2 wide variely of risks, nciudng
undenwriting risks, market risks, credit risks, fguidiy risks,
operational risks and other materisl risks. The nature of such

related fnes of dsfense; the use of the four key functions
(Risk Management; compliance; intemal audi; and acusrid)
= required by the Soivency Il Regulations; snd = system of
ntemal Fisk Mansgement governance designed fo ensure
that the risks to which the Group s exposed are identfied,
‘sssessed, monored and controlled in & timely manner.

risks and their impact on the Group' risk profils under various
scenarics are i each case set forth in Section C hered,
ncluding by reference to the documents incorperated therein.

& Valuation for Solvency Purposes (Section D)

XA Solvenoy Il balance sheet is prepared as of December 31,
in complince wih the Soency || Reguitions.

Assets and labilities are valued based on the sssumption that
the Gompany will pursue #s business 3 & gang concem.
Techrical provisions are recognized with respect fo al of
insurance and reinsurance obligations towards policyholders.
and bensficiarias of insurance or rensurance confracts. The
value of technical provisions comesponds to the cument
amount that the Group would have fo pay if  was to transfer
its insursnce and rensursnce obigations to ancther nsurance
or minsurance undertaking.

Assets and  lisbiities, other than technical provisions,
are recognized in complisnce with IFRS stardards and

nterpretations of the IFAS Interpretations Committee that are
endorsed by the Europesn Uinion bafore the balsnce shest
date with a compulsory date of January 1, 2016, provided that
those standards and interpretations include valuation methods
that are in accordance wih the following market consistent
valustion approach set out in Article 75 of the Dirsctive:

B assets shall be valued st the amount for which they could
be axchanged betwaen knowledgeable wiling parties in an
arm's length transsction;

W lishities shall be vaiued at the amaunt for which they coukd
be transferred, or settied, between knowledgeable wiling
parties in an ammis length trensaction (without adistment to
take acoount of the Company's own credit ratng).

& Capital Management (Saction )

On November 17, 2018, the Group recaved approval from the
ACPR fo use ts ntemal Modsl to calcuiste its Solvency Capitsl
Heqummm 1SGA) under Sowency Il. The Internal Modsl is

to aliow AXA entities to choose local calbrations
whm beter reflect their local risk profies and o capture all
the materl risks to which the Group is exposed. As & result,

the Group befieves the Intemal Mods! reflects the overall SCR
of the AXA Group more fadhiully and better sfgns the SCR
metrics with the Management's decision-making.

The AXA Group Saivency |l ratio as of Decamber 31, 2018,

1,
published on February 23, 2017, was 197%, within AXAs
tarpet range of 170%-230%.
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Wymod

» Art. 296 Rozporzadzenia Delegowanego 2015/35
Wycena do celow wyptacalnosci

1. Sprawozdanie na temat wyptacalnosci i kondycji finansowej
zawiera wszystkie nastepujace informacje dotyczace wyceny aktywow
zaktadu ubezpieczen lub zaktadu reasekuracji do celow wyptacalnosci:

b) oddzielnie dla kazdej istotnej grupy aktywow: ilosciowe

i jakosciowe wyjasnienie ewentualnych istotnych roznic pomiedzy
podstawami, metodami i glownymi zatozeniami stosowanymi przez
zaktad przy wycenie do celow wypftacalnosci a podstawami,
metodami i glownymi zatozeniami stosowanymi do wyceny na
potrzeby sprawozdan finansowych.

2 ¢), 3 b) —analogiczne wymogi odpowiednio dla wyceny rezerw
techniczno-ubezpieczeniowych i innych zobowigzan
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Analiza- Ut

0.1.2.1 Overview

Solvency |l requires assets and labdiies to be valued on a basis that reflects their fair value {described as
‘economic valuation') with the exception that Eabilites should not be adpusted to take account changes in an
insurer's own credit standing.

The Company's financial information is prepared using FRS 101 recognition and measwrement bases (which is
consistent with IFRS), meaning the valuation of the other assets and liabilities for Solvency |l purposes begins with
the FRS 101 values and adjusts these for specific differences in valuation between Solvency Il and FRS 101. The
adjustments made are dassified into two broad categories:

. Reclassifications of the FRS 101 balance sheet items into the appropriate Solvency Il categories

. Rewaluation adjustments for areas where the FRS 101 valuation techniques are not considered to be
consistent with Solvency Il requirements.

For further details of the accounting policies adopted for the purposes of preparing statutory accounts, see the
accounting polickes section of the Company's financial staterments.

Abbreviation Msaning
DA Delegated Acts i.e. Solvency Il Delegated Regulation 201535 (a5 amended)
QRT LOG Guidance as extracted from Sodvency Il ITS on reporing — Regulation 2015/2450 (as

amended ) and Soleency |l ITS on public disclosure — Regulation 201 572452

GL Valuation EICPA-BoS5-15/1 13 EN Final Report on Guidelines on recognition and valuation of assets

and liabilities cther than technical provisions

There are no differences in valuation principles between IFRS and kish GAAP (FRS 101}, so the items below apply
equally to the Company.
Goodwill

Saolvenay Il guidaras Salvenoy 1
rafersnos

Valuzton mathods and ascumptions.

The assets as per the Company's Solvency || balance sheet and statutory account as at 31 December 2016 are:
Solvency  Statutory Difference

1] accounts
value value

€000 €000 £000
Deferred acquisition costs - ara41a (37.418)
Intangitle asssts - 25,724 (25,724)
Property, plant & equipment held for own use 237 3.633 (3,206}
Investments (other than assets heid for inde-inked and unE-inked contracts) 46,438 93 444 -
Holdings i related underiskings, including participations 3,103 55,059 (48.058)
Bonds 597,305 587 305 -
Govemment bonds 342,089 342 089 -
Corporafe bonds 255,218 255,218 -
Gollective imvesfments undertzakings 41,080 41,080 -
Rensurance recoverables 577.438 655,669 (78.232)
Insurance and intermedianes recevables 29,244 55627 (28.361)
Remsurance receivables 9,057 9,057 -
Recenables (trade. not insurance) 16,183 19,353 (3.180)
Cash and cash equivalents 42,870 43 670 -
Any cther assets, not elsewhere shown 11,153 11,508 {353)
Total assets 1,340,370 1,582,001 {221,631)

Goodwill should be valued at nil DA A 12{1) Goodwill is reported as an asset in the IFRS

balance sheet however should be valued at nd for

Solvency |l reporting. Mo goodwill is reported in the
FRS 101 financial statements.

KPMG

/1oaio: SFGR RSA Insurance Ireland DAG
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Analiza- Ut

- Carmrying % (value

in £m) :F | V:"I*I.h Value Balance
: {FRS 101} Sheet)

Goodwill - 203.0 -
Deferred acquisition costs - 2281 - _
riangve sssee S ks - |V 0o SFCR Grupy AXA
Deferred tax assets 161.5 51.8 2%
Pension benefit surplus - - -
Property, plant and equipment held for own use 20.2 18.1 - Reclassification
Investments (other than assets held for index- of Solvency Il equity Solvency Il
linked and unit-linked contracts) 57923 56742 BT % method for US entities and recognition and

Investment in real estate properties 120.4 106.1 0L, sectorial rules (Bank, AM measurement

Holdings in related undertakings, including and Pension funds) adjustments

participations 4585 3547 T% Fan" V"

Equities 194.5 184.5 % Carrying Value IFRS after Fair Value

Debt Instruments 3.865.8 3.865.6 Faog Euro million) (IFRS) = reclassification ™ (Solvency 1)

Imne.stn'.lent funds 1,035.8 1.035.8 15% N 16,684 9,003 )

Derivatives 117.5 117.5 2% .

Ot investments B ~ ~ erred acqlulsmon costs 24432 13,018 -
Assets held for index-Jinked and unit-dinked fr intanghle ansets 5416 4.984 -
con ~ ) ~ erred tax assets 1,417 563 641
Loans and mortgages 124.8 125.7 205 perty, plant & equipment held for own use . - 1,539 1,153 1,326
Fteins.urance recoverables 122.3 179.6 20 rtﬂnc'nle;;tﬁ (other than assets held for index-linked and unit-linked 516514 473988 474705
Receivables i AT 073 3% Investment in real estate properties (not for own use) 12,043 12,023 18,347
Cash and cash equivalents 159.6 153.6 2% Holdings in related undertakings, including participations 2,245 23,744 14,751
Cither 7.3 7.3 - Equities 28,654 27,846 28,634
Total Assets Y ol R Debt Instruments 449,980 387,881 388,074

Investment funds 27,156 25,300 27117

Derivatives 3,572) (2,814) (2,814)

= Other investments ¥ - - 686
A /10010: SFCR AXA Insurance UK PLO Loans and mortgages 70,490 30,606 31,913
Assets held for index-linked and unit-linked contracts 175,202 67,633 67,633

Reinsurance recoverables 14,988 9,054 8124

Receivables 29,807 22,986 20,968

Cash and cash equivalents 20,098 20,784 20,094

Deposits to cedants 1,827 1,789 1,789

Other assets not included in the aggregates above 5,518 4,381 4,604

TOTAL ASSETS 892,783 659,942 631,888

kPG

(@) The value of the column Carrying Value IFRS) s in ine with the amounts disclosed in the Annual Financial Statements. However, the breakdown of assets by

aggregates folows the Solvancy Il balanca

Arvestmenis in real esiate proparties”, "Receivables”, “Other assels”, “Donvaiives” and ‘Loans and morigages”.

(B Thea intarim column of the tabwe sefs forth the IFRS value of the Company s main assat classes but applying Sovency Il presentational rules for US entities, banks,
pension finds and assef managers (presented for their Group share under the ne ‘Holdings in related underfakings, including participations ).

{c) The amount reported in “Ciher investmanis” refers to “Daposits other than cash equivalents” which are reporfed under “Cash and cash equivalents under IFRS",
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Wymod

» Art. 296 Rozporzadzenia Delegowanego 2015/35
Wycena do celow wyptacalnosci

1. Sprawozdanie na temat wyptacalnosci i kondycji finansowej
zawiera wszystkie nastepujace informacje dotyczace wyceny aktywow
zaktadu ubezpieczen lub zaktadu reasekuracji do celow wyptacalnosci:

a) oddzielnie dla kazdej istotnej grupy aktywow: wartosc aktywow
oraz opis podstaw, metod i glownych zatozen stosowanych przy
wycenie do celow wyptacalnosci;

2 a), 3 a) — analogiczne wymogi odpowiednio dla wyceny rezerw
techniczno-ubezpieczeniowych i innych zobowiagzan

» Art. 10 Rozporzadzenia Delegowanego 2015/35

Metoda wyceny — hierarchia wyceny
- Alternatywne metody wyceny (Art. 10 ust. 5)
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D.4 Alternative methods of valuation

D.4.1 Company approach to valuation

The Company applles the Group Asset Valuation Business Standard to the valuation of its assets and llabilities. This sets out 2
control framework In respect of valuation, Induding assets and llabilitles valued under alternative methods of valuation. This
standard defines the following control objectives:

» Primary valuation — Parties responsible for primary valuations must ensure that appropriate valuation techniques are selected and
Justified.

» Independent price veriflicztion - A party Independent of the primary valuation process must have sufficlent contrals In place to
ensure valuations of all asset classes are reasonable. Controls should be commensurate with the materlality of the assets.

= Valuation uncertalnty — The extent of uncertainty within must be where possible and reported
10 senior management.

* Reporting bases — Where appropriate the valuation must be performed consistently across reporting bases. Where a conslstent
basis Is not used, then a recondliztion of differences should be understood, documented and reported.

« Client supplied prices — Client supplied prices should be and sufficlent price verfication (PV) contrals
exerclsed to provide assurance over the quality of the valuation.

D.4.2 Assets and liabilities to which an alternative valuation approach applies
For the finandial year ending 2016, the Company’s primary exposure to valuation under alternztive valuation methods was In
respect of its deposits with cedant undertakings with UKA and UKLAP, whereby the valuation of the deposits with cedant
undertakings In respect of those entitles Is based on a proportionate share of the Solvency Il net assets within scope of the
TRINSUTANCE arTangements.

The Company ako has 3 koan with Its Immediate parent AGH, for which n alternative valuation approach applies.

D.4.3 Justification for use of an ak luation approach
The majority of the Company's assets and liabilitles, and those of Its cedants, are measured at fair value based on guoted market
Information or cbservable active market data. Where quoted market Information or obsenvable market data Is not avallable, an
alternative valuation method Is used. This occurs when either:

» The Individual nature of the asset means that there Is no quoted price avallable (for example, Investment property).

» The asset Is not actively fraded In a market (such as holdings In unlisted private equity funds).. Ahemaltve valuation methods
Include the use of estimates and assumptions that are not market o Where P are used by the
‘Comparty, of Its cedants, In valuing Its assets and labllities, they are based on a combination of Intlepen:lem third-party evidence
znd intemally developed modeks, calibrated to market obsenvable data where possible.

D44 d the valuation approach and assessment of valuation uncertainty
The Company perfon'ns an annual exercise to assess valuation uncertzinty across is asset portfollo. The main assumptions
underying the valuation approach and assessment of valuation uncertainty for the key categories of assets are described below.

The martgages are valued using a model that calculates a credit risk adjusted value for each mortgage. The credit risk adjusted
contractuzl future cash flows are calculated by stochastically forecasting how the future loan repayments are Impacted by a large
number of Inputs. The key Inputs feeding Into the credit risk calculation are changes In property value, probability of tenant
defaults, expected rental growth and property growth and kelinood of the borrower continuing to service the loan If the tenant
defaults. The credit risk adjusted cash flows are then discounted at a risk free rate plus 2 lquidity premium calibrated to lending on
new loans.

Waluation uncertainty arises fram varlation In the expected range of the key Inputs feeding Into the credit nsk calculation and
the liquidity premium.

Waluatlon uncertzinty has been assessed as moderata for this asset class.

Equity release mortgages
The equify release mortgages are valued using 2 model that caloulates a credit risk adjusted value for the mortgages. Cash flows
are adjusted for credit risk and discounted using a yleld curve and global sssumptions for the liquidity premium. The model derives
a best estimate view on property growth and explicitly calculates the additional return that would be demanded by Investors due to
uncertainties In the asset cash flows.

waluztion uncartainty in the model primarily arses from uncertainty In the calculztion of future houses prices. This Includes
uncertainty refating to house price Inflation, equity relesse price Indices, residential property volatility, inftlal property valustions at
loan Inception and performance of Individual properties refative to house price inflation.

Waluation uncertainty has been assessed as significant for this asset class.

/rocto- SFCR AvivaPLO
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PFl and infrastructure loans.
PFl and Infrastructure loans are valued wsing elther a model that caloulates a credit risk adjusted value for each loan or using a
discounted cash flow model, depending on the nature of the loan.

Loans valued using credit risk adjusted confractual future cash flows are calculated by stochastically forecasting how the future
Iozn repayments are Impacted by a large number of Inputs. The key Inputs feeding Into the credit sk calculation are changes In
jproperty value, probability of tenant defzults, expected rental growth 2nd property growth and likelihood of the borrower
«continuing to service the loan If the tenant defaults. The credit risk adjusted cash flows are then discounted at a risk free rate plusa
liquidity premium calibrated to lending on new loans.

Loans valued using a discounted cash flow model add spreads for credit and iliquidity to 3 rsk froe discount rate. Credit
spreads are updated quarterly using an intemally developed methodology which depends on the credit rating of each loan, credit
spreads on publidy traded bonds and an estimated recovery rate In event of default.

waluztion uncertainty anses from varation In the expected range of the key Inputs feeding Into the credit risk calculation and
the liquidity premium.

Valuation uncertainty has been assessed as moderate for this asset class,

Privataly placed debt securities
Privately placed notes are valued using elther broker quotes or a discounted cash flow model. The discounted cash flow model uses
discount factors based on swap curves of similar maturity, plus iIntemally derived spreads for credit risk. The spread added fo the
swap curve also Includes an additional spread loading to reflect the iliquidity of the Investment.

Waluztion uncertainty anses on the private placement portfollo In the cholce of spreads for credit and liquidity.

Waluztion uncertainty has been assessed as moderate for this asset class.

Over the counter (OTC) derivatives
Although valued using established and accepted valuation methedologles, OTC dertvatives (are not quotad In an active market and
an element of valuation uncertainty may extst In amving at a fair value. The extent of valuation uncertzinty Is assessed by
«comparing valuations against counterparty statements. The contracts are priced using mid-market Inputs (such as swap curves and
equity volatilities) and the valuztion Impact of moving from mid to bid Is estimated within the wider valuation uncertainty analysis
undertaken by the Company.

waluztion uncertainty has been assessed as moderate for this asset class.

Unlisted unit trusts and property funds
Fair values for unlisted private equity funds are based on net asset value statements provided by fund administrators. The valuation
of underlying equities Is compliant with guidelines published by the British venture Capital Assocation, the European Private Equity
and Venture Capital assoclation and other Intemnational bodies.

The extant of valuation uncertainty Is estimated with reference to back testing anzlysis which Involves comparing sale proceeds
for Individual equities against lagged valuations.

Waluation uncertainty has been assessed as significant for this asset dass.

operty and property i

Investment property Is valued at least annually by external chartered sunveyors In accordance with guidance Issued by The Royal
Institution of Chartered Surveyors (RICS), and using estimates during the Intervening perlod. Valustions are performed by surveyors
In accordance with methodologles described in the RICS ‘red book’. A property gross value Is calculated by dividing the expected
rental cash flows by an appropriate rental yield. Future cash flows are calculated based on the surveyor's expectation of rental
recelpts during and after the current tenancy ends, typically based on an assessment of rents charged on comparable properties.

The extent of uncertainty systemic within the valuation of Investment properties has been assessed based on ranges of
expected rental yields provided by seven independent surveyors, by property type. Back testing analysls Is also performed to
understand the extent of valuation uncertainty for this asset

waluztion uncertainty has been assessed as significant for this asset dass.

Collateralised lending with banks

‘Collateralised lending with banks comprises loans to banking co that have been ¢ ‘with IIiquid securities.

Fair values are caloulated using valuation modets which incorporate a number of assumptions, Including probability of counterparty

default and expected loss In the event of counterparty default. Expected loss In the event of counterparty default Is driven by

assumptions describing the expected liquidation peried of the collateral, the volatility of the collateral during this liquidation period

and the extent to which we believe there Is a comrelation between the collateral value and counterparty default probability.
Waluation uncertainty arises from varlation In the expected range of a number of the key assumptions described above.
Waluation uncertainty has been assessed as moderate for this asset class.

Loan with AGH

The Company's loan with AGH Is valued using an Income approach, which reflects the present value of cash flows the loan B
expected to generate calibrated as far as possible to market observable parameters. The loan accrues Interest at 12 menth LIBOR
jplus a aredit risk margin. The 12 menth Ubor rate Is reset anmawwnhma ne:n rese[ due an3| De(ember zm‘.r me cnedn
margin Is reset every five years based ¢ = #-w i memerremand

agreement. The next reset of the credl [y 4. 5 Adequacy of the vduatlun mrrpa'\ed to experience

=

The 12 manth Ubor reset means I s = ymipany operates IPV controls across 21l assets. For asset types where a secondary source Is availzble (such s OTC

relevant market observable cradit sk |

sufflclency of avallable collateral suppe  drivatives), this Invalves comparing the primary valustion to the secondary source, Investigating material differences and making

The loan can be repald early Stay oy ation adjustments where we believe appropriate. For liquid debt secunties which are marked to model the IPY process

the nominal amaount plus any accrued

valuation uncertainty has been Includes a review of the valuation methodology, periodic assessment of both observable and Judgemental moedel Inputs as well as
— reviewlng any secondary trading 2ctivity In the sset to understand whether anything can be learnt regarding the appropriateness

of the valuation methodology.

For asset classes where a secondary source Is not avallable and there I1s no secandary frading aciivity (such as Imvestment

property and private equity), the Company relies on the implementation of accepted valuation standards by partles independent of
the Group as described above {e.g. valuation of Investment property In line with the methodaologles described in the RICS ‘red
book'). These are asset classes with considerable valuation uncertainty and to assess the reasonableness of the valuations back
testing analysis 5 performed on an annuzl basks for any assets sold during the year. Results of these back testing analyses are
presentad In the Company's valuation uncertainty assessments.

KPMG International Cooperative (“KPMG International”), podmiotem prawa szwajcarskiego. Wszelkie prawa zastrzezone.
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Wymodi

» Art. 293 Rozporzadzenia Delegowanego 2015/35
Wyniki z dziatalnosci

2. Sprawozdanie na temat wyptacalnosci i kondycji finansowej
zawiera jakosciowe i ilosciowe informacje na temat wynikow

z dziafalnosci operacyjnej zaktadu ubezpieczen lub zaktadu
reasekuracji, na poziomie zagregowanym oraz w podziale na istotne
linie biznesowe | obszary geograficzne, na ktorych zaktad prowadzi
dziatalnosc w okresie sprawozdawczym, wraz z porownaniem tych
danych z danymi z poprzedniego okresu sprawozdawczego, spojnie
z danymi wykazanymi w sprawozdaniach finansowych zakfadu.
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Analiza- Ut

KPMG

/ Underwriting performance by product line
The tables below sets out the FRS 101 results by major product:

Gross written premiums

Gross eamned premiums

20186 2015 2018 2015
£m £m £m £m

Direct and reinsurance accepted
Mator 984.2 B77.3 9402 8355
Accident and health* 1375 1342 140.3 140.7
Third party liability 2749 2636 269.3 2536
Fire and other damage to property 534.2 8219 B820.8 820.4
Marine, aviation and transport 94 14.0 10.1 127
Miscellanegus 36.2 311 463 4549
Total 2,276.4 21421 2,227.0 2108.8

Gross claims incurred

Net operating expenses

2016 215 2016 2015
£m £m £m £m

Direct and reinsurance accepted
Muotar {835.8) (B75.9) (223.5) (163.7)
Accident and health® (108.2) (93.9) (34.9) (40.8)
Third party liability (144.1) (159.3) (103.5) (100.5)
Fire and other damage fo property {405.9) (393.2) (356.9) (345.8)
Maring, aviation and transport 4.3) (6.4) (8.1) (7.0
Miscellaneous (17.1) (14.2) {11.3) (16.8)
Total {1,515.2) {1,345.9) {T38.3) (E74.4)
2016 215
£m £m

Reinsurance outwards

Motor 327 (5.2)
Accident and health* {0.1) {0.3)
Third party liability 14 (2.1)
Fire and other damage to property (55.7) (B5.7)
Marine, aviation and tfransport 549 {2.2)
Miscellaneous (27.8) (4.0)
Total {43.6) (99.5)

/1o SFCR AXAInsurance UKPLG
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Wymod

» Art. 295 Rozporzadzenia Delegowanego 2015/35
Profil ryzyka

1. Sprawozdanie na temat wyptacalnosci i kondycji finansowej
zawiera informacje jakosciowe i ilosciowe dotyczace profilu ryzyka
zaktadu ubezpieczen lub zaktadu reasekuracji [...] w podziale na
nastepujace kategorie ryzyka:

a) ryzyko aktuarialne;

b) ryzyko rynkowe;

c) ryzyko kredytowe;

d) ryzyko ptynnosci;

e) ryzyko operacyjne;

f) inne istotne rodzaje ryzyka.
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Wymod

Profil ryzyka == formufa standardowa
» Art. 63 UoDUIR

ORSA obejmuje m.in. stopien odchylenia profilu ryzyka danego
zaktadu od zatozen stanowiacych podstawe kapitalowego wymogu
wyplacalnosci obliczonego wedtug formuty standardowej |ub [...]
modelu wewnetrznego.
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78 - POLSKA: OIS Profiu ryzyka

m {oncentracia natormule Standardowe ™ nne podeise
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C Risk profile

The previous section of the report (B. System of Governance) included information on the Company's risk
management system (see section B.3). This section of the report provides more detail on the risks faced, including
how the Company measures and mitigates against them. The Company is exposed to the following main categories

of risk:

. Insurance risk
. Market risk

. Credit risk

. Liquidity risk

. Operational risk

. Group risk

. Pension risk

The first five categories are described in sections C.1 to C.5 respectively; since Pension risk and Group risk are
not separate categories in the prescribed SFCR structure, they are addressed under the “C.6 Other material risks”
heading. Insurance risk includes claims risk and reserving risk and these are all described under the prescribed
heading “C.1 Underwriting risk™.

Section C.7 addresses the Company'’s stress testing and sensitivity analysis across all categories of risk.
For quantification of the relative importance of each risk type to the Company see section E.2.2.

The Company has adopted the RSA Group’s risk management system, reflecting the close alignment between
RSAII's risk strategy and risk appetite and that of the RSA Group.

KPMG
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C.1.2 Measures used to assess risk

Underwriting and claims risk

The Company's underwriting strategy and risk appetite are reviewed, challenged and approved by the Board
annually.

Key risk indicators assess risk against the Board risk appetite and these are reported at the quarterly Board Risk
Committee. Underwriting risk indicators include measures for exposure confrol, pricing, the control environment
and licences.

Portfolio strategy is reviewed quarterly under the Portfolio Risk Management process (Insurance Risk Portfolio
Classification - IRPC). This enables ongoing, proactive management of the implementation of portfolio strategies
together with facilitation of forward looking portfolio risk assessments against measured key risk indicators. Risks
and issues are escalated to the management Risk and Control Committee, the Pricing Committee and to the Board
Risk Committee.

Claims fall within the scope of IRPC, but claims risks are also monitored separately to facilitate management within
appetite. The scope of claims risk indicators covers financial control, technical quality, case reserving, fraud, and
control of delegated authorities. Case reserving is monitored by the Case Reserving Committee.

Scenario and Stress testing and Risk Profiling are undertaken within each function and are reported through the
management Risk and Control Committee and to the Board Risk Committee.

Accumulations for static exposures are modelled using the GAIA Exposure Data Management system to identify
‘Per Risk’ and Catastrophe risk concentrations and to inform scenario modelling and reinsurance purchase. The
Exposure Management Working Group has formal oversight and reporting of the standards for data quality and the
minimum requirements for identifying and controlling ‘Per Risk’ and Catastrophe risk concentrations.

The effectiveness of pricing tools and process is measured through the Pricing Capability Assessment
Questionnaire (PCAQ) to benchmark the capability against defined measures. The PCAQ defined measures
include an assessment of the pricing components i.e. use of historical claims frequencies and severity averages,
adjusted for inflation and modelled catastrophes frended forward to recognise anticipated changes in claims
patterns and allowance in the pricing procedures for acquisition expenses, adminisiration expenses, investment
income, the cost of reinsurance, and for a profit loading that adequately covers the cost of capital.

Underwriting and Claims Validation Reviews are held periodically to test the effectiveness of the processes and
controls in the risk management frameworks. Gaps in compliance with the controls require either a Remediation
Plan or a Risk Acceptance against the respective control(s) under the Policy Management process. Underwriting
and Claims monitor the progress of Remediation Plans and are the approvers for Risk Acceptances.

Breaches of controls are escalated and reported, with material Risk Events escalated to the Risk function.
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Wymodi

» Art. 295 Rozporzadzenia Delegowanego 2015/35
Profil ryzyka

6. W odniesieniu do wrazliwosci na ryzyko sprawozdanie na temat
wyptacalnosci i kondycji finansowej obejmuje opis zastosowanych
metod i przyjetych zatozen oraz wyniki testow warunkow skrajnych
i analizy wrazliwosci w odniesieniu do istotnych ryzyk i zdarzen.
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Analiza- Ut

C.7 Any other information

C.7.1 Stress and scenario testing and sensitivity analyses

The Company performs stress and scenario testing (including reverse stress testing) and sensitivity analysis to understand the
impact of changes on the Company’s capital and liquidity risk profile, used to help inform decision making.

Stress and scenario testing is a key element of the Company’s Risk Management Framework and business planning process,
helping it to identify and analyse the risks and evaluate ways of mitigating or managing those risks. At least annually, a broad
range of Company risk specific stress and scenario tests are defined; the events tested range from those that are considered likely
to arise, to extreme events with the potential to cause business maodel failure that would require recovery action. A range of
assumptions are made in the identification of risk and measurement of resilience; these assumptions are defined by suitable experts
and, where applicable, by requlators. The Company maintains a Recovery Plan with a set of plausible recovery actions that it can
execute in a timely manner, and which will enable the Company to survive a range of severe stresses, caused by either Company
specific or market-wide issues.

The SCR is the primary basis used by the Company to measure and assess its risks. Sensitivity analyses performed by the
Company include consideration of the sensitivity of its SCR cover ratio (own funds divided by SCR) to increases and decreases in
economic and non-economic assumptions as detailed in the table below.

The sensitivity allows for any consequential impact on the assets and liability valuations. All other assumptions remain
unchanged for each sensitivity, except where these are directly affected by the revised economic conditions or where a
management action that is allowed for in the SCR calculation is applicable for that sensitivity.

Transitional measures on technical provisions are assumed to be recalculated in all sensitivities where their impact would be
material.

< /rodio SFOR AvivarPLC

W Zrodio: SFCR MunichRe AG

Sensitivities (net of tax), as at 31 D ber 2016 Change in Solvency Il SCR cover ratio
Changes in economic assumptions 25 bps increase in interest rate 2%
100 bps increase in interest rate % Sensitivitdten der Solvenzquote
25 bps decrease in interest rate (2)% 1
50 bps decrease in interest rate (5)%
50 bps increase in Corporate Bond spread 29,  Solvency-1l-Quote zum 31.12.2016 NG  317%
100 bps increase in Corporate Bond spread 5%  Risikofreie Zinssdtze +50 Bp 336%
50 bps decrease in Corporate Bond spread (3)%  Risikofreie Zinssitze -50 Bp 2959%,
Credit downgrade on annuity portfolio (5)% Spread +100 Bp 274%
10% increase in market value of equity 1% )
10% decrease in market value of equity (1)%  Aktien +30% 330%
25% decrease in market value of equity (2)%  Aktien-30% 303%
Changes in non-economic assumptions  10% increase in maintenance expenses and investment expenses (2)%  Wechselkurse -20% 321%
10% increase in lapse rates (1)%  Inflation +100 Bp 315%
5% increase in mortality/morbidity rates - Life assurance (1);% Atlantic Hurricana 297%
5% decrease in mortality rates - annuity business (22)% Ultimate Forward Rate 212%
Volatilitatsanpassung 329%
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(ASII7676Ne Prawne

Informacje zawarte w niniejszym dokumencie majg charakter ogdélny. Informacje
zostaty wybrane na podstawie naszej oceny tego, co jest najbardziej istotne z uwagi
na cel niniejszej prezentacji. Informacje te opierajg sie na naszym doswiadczeniu
podczas przeprowadzania audytow w 2016 r. Przedstawione informacje moga nie
by¢ odpowiednie do celdéw innych niz cel niniejszej prezentacii.
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